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FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forward-looking statements. We intend such forward-looking statements to be covered
by the safe harbor provisions for forward-looking statements contained in Section 27A of the Securities Act of 1933, as amended (the
“Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). All statements other than
statements of historical facts contained in this Quarterly Report on Form 10-Q may be forward-looking statements. In some cases, you
can identify forward-looking statements by terms such as “may,” “will,” “should,” “expects,” “plans,” “anticipates,” “could,” “intends,”
“targets,” “projects,” “contemplates,” “believes,” “estimates,” “forecasts,” “predicts,” “potential” or “continue” or the negative of these
terms or other similar expressions. Forward-looking statements contained in this Quarterly Report on Form 10-Q include, but are not
limited to statements regarding our future results of operations and financial position, industry and business trends, stock compensation,
business strategy, plans, market growth and our objectives for future operations.

The forward-looking statements in this Quarterly Report on Form 10-Q are only predictions. We have based these forward-looking
statements largely on our current expectations and projections about future events and financial trends that we believe may affect our
business, financial condition and results of operations. Forward-looking statements involve known and unknown risks, uncertainties and
other important factors that may cause our actual results, performance or achievements to be materially different from any future results,
performance or achievements expressed or implied by the forward-looking statements, including, but not limited to, the following: our
ability to successfully maintain our desired merchandise assortment or manage our inventory effectively and attract a sufficient number
of customers or sell sufficient quantities of our merchandise; our ability to anticipate, identify, measure, and respond quickly to new and
rapidly changing fashion trends, customer preferences and demands, and other factors; our efforts to acquire or retain customers; our
ability to maintain a high level of engagement with our customers and increase their spending with us; our ability to provide high-quality
customer support; our ability to maintain a strong community around the Lulus brand with engaged customers and influencers; our
ability to operate in the highly competitive retail apparel industry; our ability to successfully implement our growth strategy; our reliance
on third parties to drive traffic to our platform; our use of social media, influencers, affiliate marketing, email, text messages, and direct
mail; our exposure to international business uncertainties, including inflation, interest rates and fuel prices; our reliance on consumer
discretionary spending; system security risk issues, including any real or perceived failure to protect confidential or personal information
against security breaches and disruption of our internal operations or information technology systems; any disruption caused by continual
updates, augmentation and additions to our technology systems; our reliance on email and other messaging services; risks associated with
sourcing, manufacturing, and warehousing; any disruptions to our three distribution facilities; our reliance on independent third-party
transportation providers for substantially all of our merchandise shipments and any disruptions or increased transportation costs; risks
associated with infringement upon the trademarks, copyrights or other intellectual property rights of third parties, including the risk that
we could acquire merchandise from our suppliers without the full right to sell it; the unpredictability and adverse effects of the COVID-
19 pandemic; and the other important factors discussed in Part I, Item 1A, “Risk Factors” in our Annual Report on Form 10-K and our
other filings with the Securities and Exchange Commission (the "SEC”). The forward-looking statements in this Quarterly Report on
Form 10-Q are based upon information available to us as of the date of this Quarterly Report on Form 10-Q, and while we believe such
information forms a reasonable basis for such statements, such information may be limited or incomplete, and our statements should not
be read to indicate that we have conducted an exhaustive inquiry into, or review of, all potentially available relevant information. These
statements are inherently uncertain and investors are cautioned not to unduly rely upon these statements.

You should read this Quarterly Report on Form 10-Q and the documents that we reference in this Quarterly Report on Form 10-Q
and have filed as exhibits to this Quarterly Report on Form 10-Q with the understanding that our actual future results, levels of activity,
performance and achievements may be materially different from what we expect. We qualify all of our forward-looking statements by
these cautionary statements. These forward-looking statements speak only as of the date of this Quarterly Report on Form 10-Q. Except
as required by applicable law, we do not plan to publicly update or revise any forward-looking statements contained in this Quarterly
Report on Form 10-Q, whether as a result of any new information, future events or otherwise.
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BASIS OF PRESENTATION

On August 28, 2017, we executed a reorganization of our corporate structure. Our original parent company was called Lulu’s
Holdings, LLC. This entity was converted to Lulu’s Holdings, L.P. (the “LP”). We formed two new subsidiaries, Lulu’s Fashion Lounge
Holdings, Inc. and Lulu’s Fashion Lounge Parent, LLC, to sit between the LP and our operating company. Our operating company,
previously known as Lulu’s Fashion Lounge, Inc., was converted from a California corporation to a Delaware limited liability company,
Lulu’s Fashion Lounge, LLC, an indirect wholly-owned subsidiary of Lulu’s Fashion Lounge Holdings, Inc. In connection with our
initial public offering, the LP was liquidated. Unless otherwise indicated or the context otherwise requires, references in this Quarterly
Report on Form 10-Q to the terms “Lulus,” “we,” “us,” “our,” or the “Company” refer to Lulu’s Fashion Lounge Holdings, Inc. and its
consolidated subsidiaries.

Our fiscal year is a “52-53 week” year ending on the Sunday closest in proximity to December 31, such that each quarterly period
will be 13 weeks in length, except during a 53-week year when the fourth quarter will be 14 weeks. References herein to “fiscal 2023”
and/or “2023” relate to the year ending December 31, 2023 and “fiscal 2022” and/or “2022” relate to the year ended January 1, 2023.
The fiscal years ending December 31, 2023 and ended January 1, 2023 consisted of 52-weeks.

Throughout this Quarterly Report on Form 10-Q, we provide a number of key performance indicators used by management and
typically used by our competitors in our industry. These and other key performance indicators are discussed in more detail in the section
titled “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Key Operating and Financial
Metrics.” In this Quarterly Report on Form 10-Q, we also reference Adjusted EBITDA, Adjusted EBITDA Margin and Net Debt which
are non-GAAP (accounting principles generally accepted in the United States of America) financial measures. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Non-GAAP Financial Measures” for a discussion of
Adjusted EBITDA, Adjusted EBITDA Margin and Net Debt, as well as a reconciliation of net (loss) income to Adjusted EBITDA and a
reconciliation to non-GAAP Net Debt from Total Debt. Net (loss) income is the most directly comparable financial measure to Adjusted
EBITDA and Total Debt is the most directly comparable financial measure to Net Debt, required by, or presented in accordance with
GAAP.
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PART I—FINANCIAL INFORMATION

Item 1. Financial Statements.

LULU’S FASHION LOUNGE HOLDINGS, INC.

Condensed Consolidated Balance Sheets
(in thousands, except share and per share amounts)

(unaudited)
     July 2,      January 1,

2023 2023
Assets
Current assets:         

Cash and cash equivalents $ 5,947 $ 10,219
Accounts receivable   3,111   3,908
Inventory, net   46,232   43,186
Assets for recovery   4,749   3,890
Income tax refund receivable   3,459   4,078
Prepaids and other current assets   4,104   3,738

Total current assets   67,602   69,019
Property and equipment, net   4,134   4,391
Goodwill   35,430   35,430
Tradename   18,509   18,509
Intangible assets, net   3,212   3,090
Lease right-of-use assets 31,119 32,514
Other noncurrent assets   4,696   4,251

Total assets $ 164,702 $ 167,204

Liabilities and Stockholders' Equity          
Current liabilities:          

Accounts payable $ 9,235 $ 5,320
Accrued expenses and other current liabilities   18,394   17,976
Returns reserve   11,998   9,066
Stored-value card liability   12,356   10,828
Lease liabilities, current 5,054 4,456

Total current liabilities   57,037   47,646
Revolving line of credit 15,000   25,000
Lease liabilities, noncurrent 27,187 29,042
Other noncurrent liabilities   804   623

Total liabilities   100,028   102,311
Commitments and Contingencies (Note 7)          

Stockholders' equity:    
Preferred stock: $0.001 par value, 10,000,000 shares authorized, and no shares issued or outstanding   —   —
Common stock: $0.001 par value, 250,000,000 shares authorized; and 40,140,911 and 39,259,328 shares issued and
outstanding as of July 2, 2023 and January 1, 2023, respectively   40   39
Additional paid-in capital   246,720   238,725
Accumulated deficit   (182,086)   (173,871)

Total stockholders' equity   64,674   64,893
Total liabilities and stockholders' equity $ 164,702 $ 167,204

The accompanying notes are an integral part of the condensed consolidated financial statements.
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LULU’S FASHION LOUNGE HOLDINGS, INC.

Condensed Consolidated Statements of Operations and Comprehensive (Loss) Income
(in thousands, except share and per share amounts)

(unaudited)

     Thirteen Weeks Ended Twenty-Six Weeks Ended
July 2,      July 3, July 2,      July 3,
2023 2022 2023 2022

Net revenue   $ 106,122   $ 131,512 $ 197,098   $ 243,414
Cost of revenue   58,726   71,345 111,741   130,269

Gross profit   47,396   60,167 85,357   113,145
Selling and marketing expenses   24,670   25,851 44,159   47,737
General and administrative expenses   24,396   23,392 48,744   51,226
(Loss) income from operations   (1,670)  10,924 (7,546)  14,182

Interest expense   426 157 949 365
Other income, net   (373) (27) (446) (81)

(Loss) income before provision for income taxes   (1,723)  10,794 (8,049)  13,898
Income tax provision   874 4,795 166 5,856
Net (loss) income and comprehensive (loss) income   $ (2,597)  $ 5,999 $ (8,215)  $ 8,042

 Basic earnings per share $ (0.07) $ 0.16 $ (0.21) $ 0.21
 Diluted earnings per share $ (0.07) $ 0.15 $ (0.21) $ 0.21
 Basic weighted-average shares outstanding   39,680,908   38,535,409   39,457,607   38,316,895
 Diluted weighted-average shares outstanding   39,680,908   38,992,901   39,457,607   38,555,919

The accompanying notes are an integral part of the condensed consolidated financial statements.
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LULU’S FASHION LOUNGE HOLDINGS, INC.

Condensed Consolidated Statements of Stockholders’ Equity
(in thousands, except share amounts)

(unaudited)

For the Twenty-Six Weeks Ended July 2, 2023
Additional Total

Common Stock Paid-In Accumulated Stockholders'
     Shares      Amount      Capital      Deficit      Equity

Balance as of January 1, 2023   39,259,328 $ 39 $ 238,725 $ (173,871) $ 64,893
Issuance of common stock for vesting of restricted stock units (RSUs) 491,769 1 — — 1
Issuance of common stock for special compensation award 208,914 — — — —
Issuance of common stock for employee stock purchase plan (ESPP) 47,502 — 269 — 269
Shares withheld for withholding tax on RSUs (277,606) — (662) — (662)
Forfeited shares of restricted stock (2,720) — — — —
Equity-based compensation expense — — 4,892 — 4,892
Net (loss) and comprehensive (loss) — — — (5,618) (5,618)

Balance as of April 2, 2023   39,727,187 40 243,224 (179,489) 63,775
Issuance of common stock for vesting of RSUs 634,567 — — — —
Shares withheld for withholding tax on RSUs (220,843) — (558) — (558)
Equity-based compensation expense   — — 4,054 —   4,054
Net (loss) and comprehensive (loss)   — — — (2,597)   (2,597)

Balance as of July 2, 2023   40,140,911 $ 40 $ 246,720 $ (182,086) $ 64,674

     For the Twenty-Six Weeks Ended July 3, 2022
Additional Total

Common Stock Paid-In Accumulated Stockholders'
Shares      Amount      Capital      Deficit      Equity

Balance as of January 2, 2022   38,421,124 $ 38 $ 222,080 $ (177,596) $ 44,522
Issuance of common stock for vesting of restricted stock units (RSUs)   228,387 1 (1) — —
Issuance of common stock for special compensation award 208,914 — — — —
Shares withheld for withholding tax on RSUs (28,295) — (265) — (265)
Offering costs related to Initial Public Offering (IPO) — — (290) — (290)
Settlement of distributions payable to former Class P unit holders — — 2,648 — 2,648
Equity-based compensation expense — — 5,126 — 5,126
Net income and comprehensive income   — — — 2,043 2,043

Balance as of April 3, 2022   38,830,130 39 229,298 (175,553) 53,784
Issuance of common stock for vesting of RSUs   196,808 — — — —
Shares withheld for withholding tax on RSUs (73,195) (805) — (805)
Forfeited shares of restricted stock (22,693) — — —
Equity-based compensation expense — — 3,447 — 3,447
Net income and comprehensive income   — — — 5,999 5,999

Balance as of July 3, 2022   38,931,050 $ 39 $ 231,940 $ (169,554) $ 62,425

The accompanying notes are an integral part of the condensed consolidated financial statements.
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LULU’S FASHION LOUNGE HOLDINGS, INC.

Condensed Consolidated Statements of Cash Flows
(in thousands)

(unaudited)

     Twenty-Six Weeks Ended
July 2, July 3,
2023      2022

Cash Flows from Operating Activities         
Net (loss) income $ (8,215)  $ 8,042
Adjustments to reconcile net (loss) income to net cash provided by operating activities:    

Depreciation and amortization   2,306   1,850
Noncash lease expense 1,753 1,545
Amortization of debt discount and debt issuance costs   78   79
Equity-based compensation expense   9,029   8,591
Deferred income taxes   (1,569)  (1,298)
Loss on disposal of property and equipment   —   6

Changes in operating assets and liabilities:    
Accounts receivable   797   (858)
Inventories   (3,046)  (26,399)
Assets for recovery   (859)  (1,637)
Income taxes payable   1,653   2,845
Prepaid and other current assets   (497)  396
Accounts payable   3,916   4,188
Accrued expenses and other current liabilities   4,756   14,730
Operating lease liabilities (1,635) (1,038)
Other noncurrent liabilities   (116)  (454)
Net cash provided by operating activities   8,351   10,588

Cash Flows from Investing Activities         
Capitalized software development costs   (1,026)  (1,247)
Purchases of property and equipment   (726)  (1,394)
Other   —   (97)
Net cash used in investing activities   (1,752)  (2,738)

Cash Flows from Financing Activities         
Proceeds from borrowings on revolving line of credit   5,000   10,000
Repayments on revolving line of credit   (15,000)  (20,000)
Proceeds from issuance of common stock under employee stock purchase plan (ESPP) 269 —
Principal payments on finance lease obligations (497) (344)
Payment of offering costs related to the IPO — (542)
Withholding tax payments related to vesting of RSUs (637) —
Other   (6)  (23)
Net cash used in financing activities   (10,871)  (10,909)

Net decrease in cash, cash equivalents and restricted cash   (4,272)  (3,059)
Cash, cash equivalents and restricted cash at beginning of period   10,219   11,908
Cash, cash equivalents and restricted cash at end of period $ 5,947 $ 8,849

Reconciliation of cash, cash equivalents and restricted cash
Cash and cash equivalents $ 5,947 $ 8,343
Restricted cash — 506

Total cash, cash equivalents and restricted cash at end of period $ 5,947 $ 8,849

(Continued)
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LULU’S FASHION LOUNGE HOLDINGS, INC.
Condensed Consolidated Statements of Cash Flows

(in thousands)
(unaudited)

     Twenty-Six Weeks Ended
July 2, July 3,
2023      2022

Supplemental Disclosure
Cash paid during the period for:

Income taxes, net $ 82 $ 4,309
Interest $ 918 $ 242
Operating leases $ 2,595 $ —
Finance leases $ 549 $ —

Supplemental Disclosure of Non-Cash Investing and Financing Activities    
Addition of right-of-use assets, including prepaid rent, net of deferred rent recorded upon adoption of ASC 842 $ — $ 28,018
Addition of lease liabilities recorded upon adoption of ASC 842 $ — $ 28,599
Right-of-use assets acquired under operating lease obligations $ 17 $ 1,839
Assets acquired under finance lease obligations $ 983 $ 3,763
Purchases of property and equipment included in accounts payable and accrued expenses $ 29 $ 188
Offering costs included in accrued expenses $ — $ 290

(Concluded)

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



Table of Contents

LULU’S FASHION LOUNGE HOLDINGS, INC.

Notes to Condensed Consolidated Financial Statements
(unaudited)

10

1. Description of Business, Organization and Liquidity

Organization and Business

Pursuant to a reorganization, Lulu’s Fashion Lounge Holdings,  Inc., a Delaware Corporation (“Lulus”, or the
“Company”), was formed on August  25, 2017 as a holding company and its primary asset is an indirect membership
interest in Lulu’s Fashion Lounge, LLC (“Lulus LLC”). Prior to the sale of the Company’s Series A convertible preferred
stock in April 2018, the Company was wholly-owned by Lulu’s Holdings, L.P. (the “LP”). Prior to the Company’s initial
public offering in November 2021, the Company was majority-owned by the LP.

Lulus LLC was founded in 1996, starting as a vintage boutique in Chico, CA that began selling online in 2005 and
transitioned to a purely online business in 2008. The LP was formed in 2014 as a holding company and purchased 100% of
Lulus LLC’s outstanding common stock in 2014. The Company, through Lulus LLC, is an online retailer of women’s
clothing, shoes and accessories headquartered in Chico, CA.

Impact of Macroeconomic Trends on Business

Changing macroeconomic factors, including inflation, interest rates, and overall consumer confidence with respect to
current and future economic conditions, have directly impacted our sales in the second quarter of 2023 as discretionary
consumer spending levels and shopping behavior fluctuate with these factors. During the first half of 2023, we have
responded to these factors by taking appropriate pricing, promotional and other actions to stimulate customer demand.
These factors are expected to continue to have an impact on our business, results of operations, our growth and financial
condition.  Additionally, the COVID-19 pandemic has had and may continue to have a materially adverse impact on the
macroeconomic environment.

2. Significant Accounting Policies

Basis of Presentation and Fiscal Year

The Company’s fiscal year consists of a 52-week or 53-week period ending on the Sunday nearest December 31. The
fiscal years ending December 31, 2023 and ended January 1, 2023 consisted of 52-weeks.

The condensed consolidated financial statements and accompanying notes include the accounts of the Company and its
wholly owned subsidiaries, after elimination of all intercompany balances and transactions. The accompanying condensed
consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the
Unites States of America (“GAAP”) and the requirements of the SEC for interim reporting. As permitted under these rules,
certain information and disclosures normally included in consolidated financial statements prepared in accordance with
GAAP have been condensed or omitted. The interim condensed consolidated financial statements are unaudited. The
unaudited interim condensed consolidated financial statements have been prepared on the same basis as the annual
consolidated financial statements and, in the opinion of management, reflect all adjustments, which include only normal
recurring adjustments, necessary to present fairly the Company’s financial position as of July 2, 2023 and its results of
operations for the thirteen and twenty-six weeks ended July 2, 2023 and July 3, 2022 and its cash flows for the twenty-six
weeks ended July 2, 2023 and July 3, 2022. The results of operations for the twenty-six weeks ended July 2, 2023 are not
necessarily indicative of the results to be expected for the fiscal year ending December 31, 2023 or for any other future
annual or interim period.

The condensed consolidated balance sheet as of January 1, 2023 was derived from the Company’s audited
consolidated financial statements, which are included in the Company’s Annual Report on Form 10-K as filed with the
SEC on March 14, 2023.
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Significant Accounting Policies

The significant accounting policies used in preparation of these condensed consolidated financial statements are
consistent with those discussed in Note 2 to the audited consolidated financial statements included in the Company’s
Annual Report on Form 10-K for the year ended January 1, 2023, except as noted below and within the  "Adopted and
Recently Issued Accounting Pronouncements" section.

Use of Estimates

The preparation of condensed consolidated financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the reported amount of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the condensed consolidated financial statements and the reported amounts of revenue and
expenses during the reporting period. The significant estimates and assumptions made by management relate to sales return
reserves and related assets for recovery, lease right-of-use assets and related lease liabilities, and income tax valuation
allowance. Management evaluates its estimates and assumptions on an ongoing basis using historical experience and other
factors, including the current economic environment, which management believes to be reasonable under the
circumstances. The Company adjusts such estimates and assumptions when facts and circumstances dictate. Changes in
those estimates resulting from continuing changes in the economic environment will be reflected in the consolidated
financial statements in future periods. As future events and their effects cannot be determined with precision, actual results
could materially differ from those estimates and assumptions.

Concentration of Credit Risks

Financial instruments that potentially subject the Company to concentrations of credit risk consist of cash, cash
equivalents and restricted cash. At times, such amounts may exceed federally insured limits. The Company reduces credit
risk by depositing its cash with a major credit-worthy financial institution within the United States. To date, the Company
has not experienced any losses on its cash deposits. As of July 2, 2023 and January 1, 2023, a single wholesale customer
represented 12% and 15%, respectively, of the Company’s accounts receivable balance. No customer accounted for greater
than 10% of the Company’s net revenue during the thirteen and twenty-six weeks ended July 2, 2023 and July 3, 2022.

Leases

Contracts that have been determined to convey the right to use an identified asset are evaluated for classification as an
operating or finance lease. For the Company’s operating and finance leases, the Company records a lease liability based on
the present value of the lease payments at lease inception. The present value of lease payments is determined by using the
interest rate implicit in the lease, if that rate is readily determinable; otherwise, the Company uses its incremental
borrowing rate (“IBR”). The determination of the IBR requires judgment and is primarily based on publicly-available
information for companies within similar industries and with similar credit profiles. We adjust the rate for the impact of
collateralization, the lease term and other specific terms included in each lease arrangement. The IBR is determined at the
lease commencement and is subsequently reassessed upon a modification to the lease arrangement. The right-of-use asset is
recorded based on the corresponding lease liability at lease inception, adjusted for payments made to the lessor at or before
the commencement date, initial direct costs incurred and any tenant incentives allowed for under the lease. The Company
does not include optional renewal terms or early termination provisions unless the Company is reasonably certain such
options would be exercised at the inception of the lease. Lease right-of-use assets, current portion of lease liabilities, and
lease liabilities, net of current portion are included on the condensed consolidated balance sheets.

Fixed lease expense for operating leases is recognized on a straight-line basis, unless the right-of-use assets have been
impaired, over the reasonably assured lease term based on the total lease payments and is included in operating expenses in
the condensed consolidated statements of operations and comprehensive (loss) income. Fixed and variable lease expense
on operating leases is recognized within operating expenses in the condensed consolidated statements of operations and
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comprehensive (loss) income. Finance lease expenses are recognized on a straight-line basis.  Fixed and variable expenses
are captured within interest expense and depreciation expense, which has components within general and administrative
expenses and cost of revenue.  The Company’s non-lease components are primarily related to maintenance, insurance and
taxes, which varies based on future outcomes and is thus recognized in lease expense when incurred.

Revenue Recognition

The Company generates revenue primarily from the sale of merchandise products directly to end customers. The sale
of products is a distinct performance obligation, and revenue is recognized at a point in time when control of the promised
product is transferred to customers, which the Company determined occurs upon shipment based on its evaluation of the
related shipping terms. Revenue is recognized in an amount that reflects the transaction price consideration that the
Company expects to receive in exchange for those products. The Company’s payment terms are typically at the point of
sale for merchandise product sales.

The Company elected to exclude from revenue taxes assessed by governmental authorities, including value-added and
other sales-related taxes, that are imposed on and concurrent with revenue-producing activities. The Company has elected
to apply the practical expedient, relative to e-commerce sales, which allows an entity to account for shipping and handling
as fulfillment activities, and not a separate performance obligation. Accordingly, the Company recognizes revenue for only
one performance obligation, the sale of the product, at shipping point (when the customer gains control). Shipping and
handling costs associated with outbound freight are accounted for as fulfillment costs and are included in cost of goods
sold. The Company has elected to apply the practical expedient to expense costs as incurred for incremental costs to obtain
a contract when the amortization period would have been one year or less.

Revenue from merchandise product sales is reported net of sales returns, which includes an estimate of future returns
based on historical return rates, with a corresponding reduction to cost of sales. There is judgment in utilizing historical
trends for estimating future returns. The Company’s refund liability for sales returns is included in the returns reserve on its
condensed consolidated balance sheets and represents the expected value of the refund that will be due to the Company’s
customers. The Company also has corresponding assets for recovery that represent the expected net realizable value of the
merchandise inventory to be returned.

The Company sells stored-value gift cards to customers and offers merchandise credit stored-value cards for certain
returns. Such stored-value cards do not have an expiration date. The Company recognizes revenue from stored-value cards
when the card is redeemed by the customer. The Company has determined that sufficient evidence exists to support an
estimate for stored-value card breakage. Subject to requirements to remit balances to governmental agencies, breakage is
recognized as revenue in proportion to the pattern of rights exercised by the customer, which is substantially within thirty-
six months from the date of issuance. The amount of breakage recognized in revenue during the thirteen and twenty-six
weeks ended July 2, 2023 and July 3, 2022 was not material.

The Company has two types of contractual liabilities: (i)  cash collections from its customers prior to delivery of
products purchased (“deferred revenue”), which are initially recorded within accrued expenses and recognized as revenue
when the products are shipped, (ii) unredeemed gift cards and online store credits, which are initially recorded as a stored-
value card liability and are recognized as revenue in the period they are redeemed.
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The following table summarizes the significant changes in the contract liabilities balances included in accrued
expenses and other current liabilities during the thirteen and twenty-six weeks ended July 2, 2023 and July 3, 2022 (in
thousands):

Deferred      Stored-Value
     Revenue      Cards

Balance as of January 1, 2023 $ 69 $ 10,828
Revenue recognized that was included in contract liability balance at the beginning of
the period   (69)   (1,720)
Increase due to cash received, excluding amounts recognized as revenue during the
period   122   2,022
Balance as of April 2, 2023 122 11,130
Revenue recognized that was included in contract liability balance at the beginning of
the period   (122) (1,129)
Increase due to cash received, excluding amounts recognized as revenue during the
period   98 2,355
Balance as of July 2, 2023 $ 98 $ 12,356

     Deferred      Stored-Value
     Revenue      Cards

Balance as of January 2, 2022 $ 145 $ 7,240
Revenue recognized that was included in contract liability balance at the beginning of
the period   (145)   (1,786)
Increase due to cash received, excluding amounts recognized as revenue during the
period   315   1,838
Balance as of April 3, 2022 315 7,292
Revenue recognized that was included in contract liability balance at the beginning of
the period   (315)   (2,330)
Increase due to cash received, excluding amounts recognized as revenue during the
period   101   3,140
Balance as of July 3, 2022 $ 101 $ 8,102

Selling and Marketing Expenses

Advertising costs included in selling and marketing expenses were $19.5 million and $20.2 million for the thirteen
weeks ended July 2, 2023 and July 3, 2022, respectively, and $34.5 million and $37.2 million for the twenty-six weeks
ended July 2, 2023 and July 3, 2022, respectively.

Net (Loss) Income Per Share Attributable to Common Stockholders

Basic net (loss) income per share attributable to common stockholders is computed using net (loss) income attributable
to common stockholders divided by the weighted average number of common shares outstanding during the period.
Diluted net (loss) income per share attributable to common stockholders represents net (loss) income attributable to
common stockholders divided by the weighted average number of common shares outstanding during the period, including
the effects of any dilutive securities outstanding.
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The following table presents the calculation of basic and diluted weighted average shares used to compute net (loss)
income per share attributable to common stockholders:

Thirteen Weeks Ended Twenty-Six Weeks Ended

    July 2, 2023     July 3, 2022 July 2, 2023     July 3, 2022
Weighted average shares used to compute net (loss) income per
share attributable to common stockholders – Basic 39,680,908 38,535,409 39,457,607 38,316,895
Dilutive securities:

Unvested restricted stock — 69,519 — 83,329
Unvested restricted stock units (RSUs) — 286,616 — 1,950
Special compensation awards — 101,357 — 153,745

Weighted average shares used to compute net (loss) income per
share attributable to common stockholders – Diluted 39,680,908 38,992,901 39,457,607 38,555,919

The following securities were excluded from the computation of diluted net (loss) income per share attributable to
common stockholders for the periods presented because including them would have been anti-dilutive (on an as-converted
basis):

Thirteen Weeks Ended Twenty-Six Weeks Ended
    July 2, 2023 July 3, 2022 July 2, 2023 July 3, 2022

Stock options   161,397 322,793 161,397 322,793
Unvested restricted stock 57,287 187,635 57,287 187,635
Unvested RSUs 4,033,576 16,950 4,033,576 1,513,510
Performance stock units 1,811,571 — 1,811,571 —
Employee stock purchase plan shares 137,847 — 137,847 —
2023 stock-based bonus plan 210,381 — 210,381 —
Total   6,412,059 527,378 6,412,059 2,023,938

Recently Adopted Accounting Pronouncements

The Company is an emerging growth company, as defined in the Jumpstart Our Business Startups Act of 2012 (the
“JOBS Act”). Under the JOBS Act, emerging growth companies can delay adopting new or revised accounting standards
issued subsequent to the enactment of the JOBS Act until such time as those standards apply to private companies. The
Company has elected to use this extended transition period for complying with new or revised accounting standards that
have different effective dates for public and private companies until the earlier of the date that it (i)  is no longer an
emerging growth company or (ii) affirmatively and irrevocably opts out of the extended transition period provided in the
JOBS Act. As a result, these consolidated financial statements may not be comparable to companies that comply with the
new or revised accounting pronouncements as of public company effective dates.

In June 2016, the FASB issued ASU 2016-13, Financial Instruments – Credit Losses (Topic 326): Measurement of
Credit Losses on Financial Instruments, as amended, which amends guidance on reporting credit losses for assets held at
amortized cost basis and available-for-sale debt securities from an incurred loss methodology to an expected loss
methodology. For assets held at amortized cost basis, the guidance eliminates the probable initial recognition threshold and
instead requires an entity to reflect its current estimate of all expected credit losses. The allowance for credit losses is a
valuation account that is deducted from the amortized cost basis of the assets to present the net amount expected to be
collected. For available-for-sale debt securities, credit losses are recorded through an allowance for credit losses, rather
than a write-down, limited to the amount by which fair value is below amortized cost. Additional disclosures about
significant estimates and credit quality are also required. The guidance is effective for the Company for fiscal years
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beginning after December 15, 2022. The Company adopted this guidance on January 2, 2023, and it did not have a material
impact on its consolidated financial statements or disclosure requirements.

Recently Issued Accounting Pronouncements

There are no new recent accounting pronouncements that are expected to have a material impact on our consolidated
financial statements.

3. Fair Value Measurements

The Company’s financial instruments consist of cash and cash equivalents, restricted cash, accounts payable, accrued
expenses and revolving line of credit. As of July 2, 2023 and January 1, 2023, the carrying values of cash and cash
equivalents, restricted cash, accounts payable and accrued expenses approximate fair value due to their short-term
maturities. The fair value of the Company’s Revolving Facility that provides for borrowings up to $50.0 million (see Note
5, Debt) approximates its carrying value as the stated interest rates reset daily at the daily secured overnight financing rate
(“SOFR”) plus an applicable margin and, as such, approximate market rates currently available to the Company. The
Company does not have any financial instruments that were determined to be Level 3.

4. Balance Sheet Components

Property and Equipment, net

Property and equipment, net consisted of the following (in thousands):

    Estimated Useful Lives      July 2,     January 1,
in Years 2023 2023

Leasehold improvements 3 – 9 $ 3,939 $ 3,802
Equipment 3 – 7   2,880   2,659
Furniture and fixtures 3 – 7   2,023   1,880
Construction in progress   22   36

Total property and equipment   8,864   8,377
Less: accumulated depreciation and amortization   (4,730) (3,986)

Property and equipment, net $ 4,134 $ 4,391

Depreciation and amortization of property and equipment for the thirteen weeks ended July 2, 2023 and July 3, 2022
was $0.7 million and $0.6 million, respectively and for the twenty-six weeks ended July 2, 2023 and July 3, 2022, was
$1.4 million and $1.0 million, respectively.

Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities consisted of the following (in thousands):

     July 2,      January 1,
2023 2023

Accrued compensation and benefits $ 5,897 $ 6,751
Accrued marketing   4,933   3,206
Accrued inventory   3,549   3,411
Other   4,015   4,608

Accrued expenses and other current liabilities $ 18,394 $ 17,976
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5. Debt

Revolving Facility

During November 2021, the Company entered into a Credit Agreement with Bank of America (the “Credit
Agreement”) to provide the Revolving Facility that provides for borrowings up to $50.0 million (the "Revolving Facility").
During the term of the Credit Agreement, the Company can increase the aggregate amount of the Revolving Facility up to
an additional $25.0 million (for maximum aggregate lender commitments of up to $75.0 million), subject to the satisfaction
of certain conditions under the Credit Agreement, including obtaining the consent of the administrative agent and an
increased commitment from existing or new lenders. In addition, the Credit Agreement may be used to issue letters of
credit up to $7.5 million (“Letter of Credit”). During the twenty-six weeks ended July 2, 2023, the Company borrowed $5.0
million under the Revolving Facility and repaid $15.0 million of the outstanding balance. The Revolving Facility matures
on November 15, 2024, while the Letter of Credit matures on November 8, 2024. As of July 2, 2023, we had $0.3 million
outstanding under the Letter of Credit. As of July 2, 2023, we had $34.7 million available for borrowing under the
Revolving Facility and $7.2 million available to issue letters of credit.

All borrowings under the Credit Agreement accrue interest at a rate equal to, at the Company’s option, either (x) the
term daily SOFR, plus the applicable SOFR adjustment plus a margin of  1.75% per annum or (y) the base rate plus a
margin of 0.75% (with the base rate being the highest of the federal funds rate plus 0.50%, the prime rate and term SOFR
for a period of one month plus 1.00%). Additionally, a commitment fee of 37.5 basis points will be assessed on unused
commitments under the Revolving Facility, taking into account the sum of outstanding borrowings and Letter of Credit
obligations. As of July 2, 2023, the interest rate for the Revolving Facility was 7.0%. During the thirteen and twenty-six
weeks ended July 2, 2023, the weighted average interest rate for the Revolving Facility was 7.8% and 7.3%, respectively.

Amounts borrowed under the Credit Agreement are collateralized by all assets of the Company and contains various
financial and non-financial covenants for reporting, protecting and obtaining adequate insurance coverage for assets
collateralized and for coverage of business operations, and complying with requirements, including the payment of all
necessary taxes and fees for all federal, state and local government entities. Immediately upon the occurrence and during
the continuance of an event of default, including the noncompliance with the above covenants, the lender may increase the
interest rate per annum by 2.0% above the rate that would be otherwise applicable. As of July 2, 2023, management has
determined that the Company was in compliance with all financial covenants.

Debt Discounts and Issuance Costs

Debt discounts and issuance costs are deferred and amortized over the life of the related loan using the effective
interest method. The associated expense is included in interest expense in the condensed consolidated statements of
operations and comprehensive (loss) income. Debt discounts and issuance costs are presented as a reduction of long-term
debt with the exception of debt issuance costs related to the Revolving Facility, which are included in other non-current
assets in the condensed consolidated balance sheets. As of July 2, 2023 and January 1, 2023, unamortized debt issuance
costs recorded within other non-current assets were $0.2 million and $0.3 million, respectively.

6. Leases

On January 3, 2022, the Company adopted ASC 842 using the alternative transition method and applied the standard
only to leases that existed at that date. Under the alternative transition method, the Company did need to restate the
comparative periods in transition and will continue to present financial information and disclosures for periods before
January 3, 2022, in accordance with FASB ASC 840, Leases. The Company elected the practical expedient package, which
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among other practical expedients, includes the option to retain the historical classification of leases entered into prior to
January 3, 2022, and allows entities to recognize lease payments on a straight-line basis over the lease term for leases with
a term of 12 months or less. The Company also elected the practical expedient to combine lease and non-lease components.

The Company is a lessee under various lease agreements. The determination of whether an arrangement contains a
lease and the lease classification is made at lease commencement (date on which a lessor makes an underlying asset
available for use by the lessee). At lease commencement, the Company also measures and recognizes a right-of-use asset,
representing the Company’s right to use the underlying asset, and a lease liability, representing the Company’s obligation to
make lease payments under the terms of the arrangement. The lease term is defined as the noncancelable portion of the
lease term plus any periods covered by an option to extend the lease if it is reasonably certain that the option will be
exercised. For the purposes of recognizing right-of-use assets and lease liabilities associated with the Company’s leases, the
Company has elected the practical expedient of not recognizing a right-of-use asset or lease liability for short-term leases,
which are leases with a term of 12 months or less. The Company has multiple finance leases and operating leases that are
combined and included in the lease right-of-use assets, lease liabilities, current, and lease liabilities, noncurrent on the
Company’s condensed consolidated balance sheets.

The Company primarily leases its distribution facilities and corporate offices under operating lease agreements
expiring on various dates through December 2031, most of which contain options to extend. In addition to payment of base
rent, the Company is also required to pay property taxes, insurance, and common area maintenance expenses. The
Company records lease expense on a straight-line basis over the term of the lease. The Company had immaterial and $0.6
million remaining obligations for the base rent related to the short-term leases as of July 2, 2023 and July 3, 2022,
respectively.  

The Company also leases equipment under finance lease agreements expiring on various dates through May 2028.

As of July 2, 2023, the future minimum lease payments for the Company’s operating and finance leases for each of the
fiscal years were as follows (in thousands):

Fiscal Year:      Operating Leases Finance Leases Total
2023 (remaining six months) $ 2,597 $ 832 $ 3,429
2024   5,283 1,502 6,785
2025   5,844 1,502 7,346
2026   4,605 250 4,855
2027   5,138 73 5,211
Thereafter 11,632 8 11,640

Total undiscounted lease payment 35,099 4,167 39,266
Present value adjustment (6,811) (214) (7,025)

Total lease liabilities 28,288 3,953 32,241
Less: lease liabilities, current (3,505) (1,549) (5,054)
Lease liabilities, noncurrent $ 24,783 $ 2,404 $ 27,187

Under the terms of the remaining lease agreements, the Company is also responsible for certain variable lease
payments that are not included in the measurement of the lease liability, including non-lease components such as common
area maintenance fees, taxes, and insurance.
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The following information represents supplemental disclosure of lease costs, components of the statement of cash
flows related to operating and finance leases and components of right-of-use assets (in thousands):

Thirteen Weeks Ended Twenty-Six Weeks Ended
July 2, July 2,
2023 2023

Finance lease cost
Amortization of ROU assets $ 344 $ 648
Interest on lease liabilities 34 61

Operating lease cost 1,348 2,696
Short-term lease cost — 12
Variable lease cost 210 426
Total lease cost $ 1,936 $ 3,843

Lease cost included in cost of revenue $ 1,624 $ 3,011
Lease cost included in general and administrative expenses $ 312 $ 832

Weighted-average remaining lease term - finance leases 36 months 36 months
Weighted-average remaining lease term - operating leases 81 months 81 months
Weighted-average discount rate - finance leases 3.63% 3.63%
Weighted-average discount rate - operating leases 6.50% 6.50%

7. Commitments and Contingencies

Litigation and Other

From time to time, the Company may be a party to litigation and subject to claims, including employment claims,
wage and hour claims, intellectual property claims, contractual and commercial disputes and other matters that arise in the
ordinary course of our business. The Company accrues a liability when management believes information available prior to
the issuance of the condensed consolidated financial statements indicates it is probable a loss has been incurred as of the
date of the condensed consolidated financial statements and the amount of loss can be reasonably estimated. The Company
adjusts its accruals to reflect the impact of negotiations, settlements, rulings, advice of legal counsel, and other information
and events pertaining to a particular case. Legal costs are expensed as incurred.

During the normal course of business, the Company may be a party to claims that may not be covered wholly or
partially by insurance. While the ultimate liability, if any, arising from these claims cannot be predicted with certainty,
management does not believe that the resolution of any such claims would have a material adverse effect on the Company’s
condensed consolidated financial statements. As of July 2, 2023, the Company was not aware of any currently pending
legal matters or claims, individually or in the aggregate, that are expected to have a material adverse impact on its
condensed consolidated financial statements.

Indemnification

The Company also maintains director and officer insurance, which may cover certain liabilities arising from its
obligation to indemnify the Company’s directors. To date, the Company has not incurred any material costs and has not
accrued any liabilities in the condensed consolidated financial statements as a result of these provisions.
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8. Preferred Stock

Pursuant to the Company’s amended and restated certificate of incorporation, the Company is authorized to
issue 10,000,000 shares of preferred stock having a par value of $0.001 per share. The Company’s board of directors has
the authority to issue preferred stock and to determine the rights, preferences, privileges, and restrictions, including voting
rights, of those shares. As of July 2, 2023 and January 1, 2023, no shares of preferred stock were issued and outstanding.

9. Common Stock

The Company has authorized the issuance of 250,000,000 shares of common stock, $0.001 par value ("common
stock") as of July 2, 2023 and January 1, 2023, respectively. Holders of common stock are entitled to one vote per share on
all matters to be voted upon by the stockholders of the Company. Subject to the preferences that may be applicable to any
outstanding share of preferred stock, the holders of common stock are entitled to receive dividends, if any, as may be
declared by the board of directors. No dividends have been declared to date. As of July 2, 2023, the Company has reserved
161,397 shares of common stock for issuance upon the exercise of stock options, and 1,862,587 shares of common stock
available for future issuance under the Lulu's Fashion Lounge Holdings, Inc. Omnibus Equity Plan (the “Omnibus Equity
Plan”) and 1,473,106 shares of common stock available for future issuance under the 2021 Employee Stock Purchase Plan
(the “ESPP”), respectively. Both equity plans are further described in Note 10, Equity-Based Compensation.

10. Equity-Based Compensation

Omnibus Equity Plan and Employee Stock Purchase Plan

In connection with the closing of the IPO, the Company adopted the Omnibus Equity Plan and ESPP.

Under the Omnibus Equity Plan, incentive awards may be granted to employees, directors, and consultants of the
Company. The Company initially reserved  3,719,000  shares of common stock for future issuance under the Omnibus
Equity Plan, including any shares subject to awards under the 2021 Equity Incentive Plan (the “2021 Equity Plan”) that are
forfeited or lapse unexercised. The number of shares reserved for issuance under the Omnibus Equity Plan will
automatically increase on the first day of each fiscal year, starting in 2022 and continuing through 2031, by a number of
shares equal to (a) 4% of the total number of shares of the Company’s common stock outstanding on the last day of the
immediately preceding fiscal year or (b) such smaller number of shares as determined by the Company’s board of directors.

Under the ESPP, the Company initially reserved 743,803 shares of common stock for future issuance.  The number of
shares of common stock reserved for issuance will automatically increase on the first day of each fiscal year beginning in
2022 and ending in 2031, by a number of shares equal to (a) 1% of the total number of shares of the Company’s common
stock outstanding on the last day of the immediately preceding fiscal year or (b) such smaller number of shares as
determined by the Company’s board of directors.

On April 1, 2022, the Company filed a Registration Statement on Form S-8 with the SEC for the purpose of registering
an additional 5,921,056 shares of the Company’s common stock, inclusive of 1,536,845 and 384,211 shares associated with
automatic increases that occurred on January 3, 2022 under the Omnibus Equity Plan and ESPP, respectively.   This
registration also included 3,200,000 and 800,000 shares for the Omnibus Equity Plan and the ESPP, respectively,
representing two years’ worth of estimated future automatic increases in availability for these plans.  

On March 8, 2023, the Company’s board of directors approved the Fiscal 2023 Bonus Plan (“2023 Bonus Plan”) that
will grant RSUs to eligible employees, instead of the typical cash bonus. For the thirteen and twenty-six weeks ended July
2, 2023, equity-based compensation expense for the 2023 Bonus Plan was $0.1 million. As of July 2, 2023, the
unrecognized equity-based compensation expense for 2023 Bonus Plan is $0.6 million and will be recognized over a
weighted-average period of 0.79 years.
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On June 29, 2023, the Company filed a Registration Statement on Form S-8 with the SEC for the purpose of
registering an additional 2,000,000 shares of the Company's common stock under the Omnibus Equity Plan corresponding
to the increase in shares approved by stockholders at the 2023 annual meeting of stockholders.

As of July 2, 2023, the Company had 1,862,587 and 1,473,106 shares available for issuance under the Omnibus Equity
Plan and ESPP, respectively. The compensation committee of the Company’s board of directors (the “compensation
committee”) administers the Omnibus Equity Plan and determines to whom awards will be granted, the exercise price of
any options, the vesting schedule and the other terms and conditions of the awards granted under the Omnibus Equity Plan.
The compensation committee may or may not issue the full number of shares that are reserved for issuance.  

The Company’s initial ESPP offering period commenced on August 26, 2022. The ESPP consists of consecutive,
overlapping 12-month offering periods that begin on each August 26 and February 26 during the term of the ESPP, and end
on each August 25 and February 25 occurring 12 months later, as applicable. Each offering period is comprised of two
consecutive six-month purchase periods that begin on each August 26 and February 26 within each offering period and end
on each February 25 and August 25, respectively, thereafter. The duration and timing of offering periods and purchase
periods may be changed by the Company’s Board of Directors or Compensation Committee at any time. The ESPP allows
participants to purchase shares of the Company’s common stock at a 15 percent discount from the lower of the Company’s
stock price on (i) the first day of the offering period or on (ii) the last day of the purchase period and includes a rollover
mechanism for the purchase price if the stock price on the purchase date is less than the stock price on the offering date.
The ESPP also allows participants to reduce their percentage election once during the offering period, but they cannot
increase their election until the next offering period.

The Company recognizes equity-based compensation expense related to shares issued pursuant to the ESPP on a
graded vesting approach over each offering period. For the thirteen and twenty-six weeks ended July 2, 2023, equity-based
compensation expense related to our ESPP was $0.1 million and 0.2 million, respectively. During the thirteen weeks ended
April 2, 2023, the Company issued 47,502 shares pursuant to the ESPP six-month purchase period ended February 25,
2023.

The Company used the Black-Scholes model to estimate the fair value of the purchase rights under the ESPP. For the
thirteen and twenty-six weeks ended July 2, 2023, the Company utilized the following assumptions:

Expected term (in years) 0.05 to 1.00
Expected volatility 87.86 to 109.93 %
Risk-free interest rate 5.05 to 5.06 %
Dividend yield -
Weighted average fair value per share of ESPP awards granted $ 0.54 to 1.57

2021 Equity Plan

In April 2021, the Company’s Board of Directors adopted the 2021 Equity Plan. The 2021 Equity Plan provides for the
issuance of incentive stock options, restricted stock, restricted stock units and other stock-based and cash-based awards to
the Company’s employees, directors, and consultants. The maximum aggregate number of shares reserved for issuance
under the 2021 Equity Plan was 925,000 shares. The options outstanding under the 2021 Equity Plan expire ten years from
the date of grant. The Company issues new shares of common stock to satisfy stock option exercises. In connection with
the closing of the IPO, no further awards will be granted under the 2021 Equity Plan.



Table of Contents

LULU’S FASHION LOUNGE HOLDINGS, INC.

Notes to Condensed Consolidated Financial Statements
(unaudited)

21

Former CEO Stock Options and Special Compensation Awards

In April 2021, the Company entered into an Employment Agreement (the “McCreight IPO Employment Agreement”)
with the former CEO, David McCreight, and granted stock options under the 2021 Equity Plan to purchase 322,793 shares
of common stock with an exercise price of $11.35 per share, which vest based on service and performance conditions.
275,133 of these stock options have only service vesting conditions, and 47,660 of these stock options have both service
and performance vesting conditions. In addition, a portion of these stock options were subject to accelerated vesting
conditions upon the occurrence of certain future events, which were satisfied upon the closing of the IPO. As previously
disclosed on a Form 8-K filed on February 13, 2023 (the “February 13 8-K”), Mr. McCreight voluntarily forfeited 161,396
unvested stock options of the Company. During the thirteen weeks ended July 2, 2023, the forfeiture of 161,396 unvested
stock resulted in immediate acceleration of the remaining $1.2 million of compensation expense which was recorded to
general and administrative expense. As previously disclosed in the February 13 8-K, the Company and David McCreight
also entered into the First Amendment to Lulu’s Fashion Lounge Holdings, Inc. 2021 Equity Incentive Plan Stock Option
Agreement that extends the post-termination exercise period of 161,397 vested stock options from 90 days to three
(3) years from a termination of service other than for cause, death or disability.

Under the McCreight IPO Employment Agreement and subject to ongoing employment, and in light of the closing of
the IPO, the former CEO received two bonuses which were settled in fully-vested shares of the Company’s common stock
equal to $3.0 million each ($6.0 million in aggregate) on March 31, 2022 and March 31, 2023. The Company initially
concluded that the two bonuses were subject to the guidance within ASC 718 and were liability-classified upon issuance.
Upon the completion of the IPO, the two bonuses became equity-classified as they no longer met the criteria for liability
classification. The Company recorded the equity-based compensation expense on a straight-line basis over the requisite
service periods through March 31, 2022 and March 31, 2023. The Company recorded equity-based compensation expense
related to the  two  bonuses of zero and $0.4 million during the thirteen and twenty-six weeks ended July 2, 2023,
respectively, and $0.4 million and $1.5 million for the thirteen and twenty-six weeks ended July 3, 2022. During the
thirteen weeks ended April 2, 2023 and April 3, 2022, the Company issued 208,914 and 208,914 fully-vested shares,
respectively, upon satisfaction of the service performed through March 31, 2023 and March 31, 2022, respectively.  

Stock Options

A summary of stock option activity is as follows (in thousands, except per share amounts and years):

Weighted- Weighted-
Average Average

     Exercise      Remaining      Aggregate
     Options Price per Contractual Intrinsic

Outstanding Option Life (years) Value
Balance as of January 1, 2023 322,793 $ 11.35 8.29

Granted   — —   —
Forfeited (161,396) $ (11.35) —

Outstanding as of July 2, 2023   161,397 $ 11.35   7.79
Exercisable as of July 2, 2023   161,397 $ 11.35   7.79 $ —
Vested and expected to vest as of July 2, 2023   161,397 $ 11.35   7.79 $ —

Restricted Stock and Restricted Stock Units (“RSUs”)

Immediately before the completion of the IPO, the LP was liquidated and the Class P unit holders of the LP (current
and former employees or service providers of the Company) received shares of the Company’s common stock in exchange
for their units of the LP. The Class P unit holders received  1,964,103  shares of common stock, comprised
of 1,536,304 shares of vested common stock and 427,799 shares of unvested restricted stock. Any such shares of restricted
stock received in respect of unvested Class P units of the LP are subject to vesting and a risk of forfeiture to the same
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extent as the corresponding Class P units. The Company recorded equity-based compensation expense of $0.2 million and
$0.4 million during the thirteen and twenty-six weeks ended July 2, 2023, respectively, and $0.7 million and $1.5 million
during the thirteen and twenty-six weeks ended July 3, 2022, respectively, related to the exchanged restricted stock. As of
July 2, 2023, the unrecognized equity-based compensation expense for all restricted stock is $0.7 million and will be
recognized over a weighted-average period of 1.28 years.

The following table summarizes the rollforward of unvested restricted stock during the twenty-six weeks ended July 2,
2023:

Unvested Weighted-
Restricted Average Fair

     Stock      Value per Share
Balance at January 1, 2023   78,303 $ 5.38

Restricted stock granted — —
Restricted stock vested   (18,296)   5.38
Restricted stock forfeited   (2,720)   5.37

Balance at July 2, 2023   57,287 $ 5.38

During the thirteen weeks ended April 2, 2023, the Company entered into employment agreements with Crystal
Landsem, the Chief Executive Officer, (the “CEO Employment Agreement”) and Tiffany Smith, the Chief Financial
Officer, (the “CFO Employment Agreement”), under which 1,811,572 and 161,088 RSUs were granted, respectively.
  Under the CEO Employment Agreement, Ms. Landsem received a grant of 1,811,572 RSUs, which vest in quarterly
installments beginning on June 30, 2023 through December 31, 2026 and are subject to continued service requirements.
Under the CFO Employment Agreement, Ms. Smith received 161,088 RSUs, granted in two parts, with 118,025 and
43,063 RSUs granted on March 17, 2023 and April 30, 2023, respectively, which in combination will vest in three equal
installments on March 8, 2024, March 7, 2025 and March 6, 2026, and are subject to continued service requirements. On
March 5, 2023, Mr. McCreight received a grant of 25,873 RSUs pursuant to the McCreight IPO Employment Agreement.
These RSUs vest in 12 equal installments from April 30, 2023 through March 31, 2024, and are subject to continued
service requirements.  In addition, under Mr. McCreight’s employment agreement for his Executive Chairman role, entered
into on November 11, 2022 (the “Executive Chairman Employment Agreement”), Mr. McCreight was entitled to receive a
grant of RSUs equivalent to $2 million.   The Company initially concluded that the  award was subject to the guidance
within ASC 718 and was liability-classified upon issuance. On March 17, 2023, the number of RSUs associated with the
award became determinable, and the  award became equity-classified as it no longer met the criteria for liability
classification. Mr. McCreight’s 836,820 RSUs were granted in two parts, with 613,116 RSUs granted on March 17, 2023
and 223,704 RSUs granted on April 30, 2023, the combination of which vest in equal, quarterly installments on the date
immediately following the last day of each calendar quarter, starting April 1, 2023, and are subject to continued service
requirements.

During the thirteen weeks ended April 2, 2023, the Company granted 2,520,541 RSUs to certain executives (inclusive
of the aforementioned RSU grants to Ms. Landsem and Ms. Smith) and employees which vest over a three-year service
period, and 694,536 RSUs to certain directors (inclusive of the aforementioned RSU grants to the Executive Chairman)
which vest over a three-month to three-year service period pursuant to the Company’s Non-Employee Director
Compensation Program and the Executive Chairman Employment Agreement. The Company recognized equity-based
compensation expense of $3.2 million and $6.0 million during the thirteen and twenty-six weeks ended July 2, 2023, and
$2.2 million and $4.3 million during thirteen and twenty-six weeks ended July 3, 2022, respectively, related to the RSUs.
As of July 2, 2023, the unrecognized equity-based compensation expense is $14.8 million and will be recognized over a
weighted-average period of 2.13 years.



Table of Contents

LULU’S FASHION LOUNGE HOLDINGS, INC.

Notes to Condensed Consolidated Financial Statements
(unaudited)

23

The following table summarizes the roll forward of unvested RSUs during the twenty-six weeks ended July 2, 2023:

Weighted-
Unvested Average Fair

RSUs Value per Share
Balance at January 1, 2023 1,336,674 $ 8.94

RSUs granted 3,903,031 2.70
RSUs vested (1,126,336) 5.83
RSUs forfeited (79,792)   6.25

Balance at July 2, 2023 4,033,577 $ 3.82

Performance Stock Units (“PSUs”)

Under the CEO Employment Agreement, Ms. Landsem received a grant of 1,811,571 PSUs on March 5, 2023 which
vest in three equal annual installments of 603,857 subject to the achievement of trailing ten day volume-weighted average
price targets of the Company’s common stock and her continued employment on the vesting dates. The Company
recognized equity-based compensation expense of $0.7 million and $0.9 million during the thirteen and twenty-six weeks
ended July 2, 2023, related to the PSUs. As of July 2, 2023, the unrecognized equity-based compensation expense is $3.8
million and will be recognized over a weighted-average period of 2.68 years.

The following table summarizes the rollforward of unvested PSUs during the twenty-six weeks ended July 2, 2023:

Weighted-
Unvested Average Fair

PSUs Value per Share
Balance at January 1, 2023 — $ —

PSUs granted 1,811,571 2.65
PSUs vested — —
PSUs forfeited —   —

Balance at July 2, 2023 1,811,571 $ 2.65

Class P Units

384,522  of the outstanding Class  P units included both a service condition and a performance condition, while the
remainder of the Class P units only included a service condition. The performance-based vesting condition was satisfied
upon completion of the IPO. Equity-based compensation expense of $0.4 million and $1.3 million related to the Class P
units was recorded to general and administrative expense in the condensed consolidated statements of operations and
comprehensive income for the thirteen and thirty-nine weeks ended October 3, 2021, respectively.

During October 2021, the LP modified the vesting schedule related to 763,178 outstanding Class P units for two senior
executives to accelerate vesting if the  two  senior executives perform service after the completion of the IPO over the
subsequent 12-month period. The Company concluded that the amendment to the Class P units was a modification under
ASC 718 and there was no incremental equity-based compensation expense to recognize. With the completion of the
Company’s IPO, the remaining unrecognized expense associated with the restricted stock, received in exchange at the IPO
for the modified Class P units, was recognized over the subsequent 12-month period through November 2022.
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Class P Distributions

Distributions payable to former Class P unit holders (“FCPUs”) triggered upon the completion of the Company’s 2021
IPO were determined to be settled in the thirteen weeks ended April 3, 2022 as a result of agreements reached with the
FCPUs, and were recorded as an increase to additional paid-in capital. The agreements provided for contingent payments to
the FCPUs of up to $0.6 million if certain conditions were met, which were recorded as equity-based compensation
expense and accrued expenses and other current liabilities in the thirteen weeks ended April 3, 2022.  The $0.6 million
accrual was subsequently reversed during the thirteen weeks ended July 3, 2022, when the timeframe for the payment
conditions expired.

11. Income Taxes

All of the Company’s (loss) income before income taxes is from the United States. The following table presents the
components of the benefit (provision) for income taxes (in thousands):

Thirteen Weeks Ended
July 2, July 3,  

     2023      2022  
(Loss) income before provision for income taxes $ (1,723) $ 10,794
Provision for income taxes   874   4,795
Effective tax rate   (50.7)%   44.4 %

Twenty-Six Weeks Ended
July 2, July 3,

     2023 2022
(Loss) income before provision for income taxes $ (8,049) $ 13,898
Provision for income taxes   166   5,856
Effective tax rate   (2.1)%   42.1 %

The Company’s provision for income taxes during interim reporting periods has historically been calculated by
applying an estimate of the annual effective tax rate for the full year to “ordinary” income or loss (pre-tax income or loss
excluding unusual or infrequently occurring discrete items) for the reporting period.  When projected “ordinary” income or
loss for the full year is close to breakeven, the estimated annual effective tax rate can become volatile due to small changes,
resulting in an unreliable estimate of tax for the reporting period. In such instances, the Company will calculate the interim
income tax provision or benefit using a discrete effective tax rate method, as allowed by ASC 740-270 “Income Taxes,
Interim Reporting,” based solely on the year-to-date pretax income or loss as adjusted for permanent differences on a pro
rata basis.

We utilized a discrete effective tax rate method to calculate taxes for the thirteen weeks ended April 2, 2023 due to
circumstances described above where the estimated annual effective tax rate did not provide a reliable estimate. In the
second quarter of fiscal 2023, the Company determined that due to updated projected pre-tax results for fiscal 2023 the
estimated annual effective tax rate method was no longer subject to the volatility computed in the first quarter. Based on
this fact, the Company determined that the historical estimated annual effective tax rate method would provide a reliable
estimate and was used for calculating the interim provision for the period ended July 2, 2023. Therefore, a true-up
adjustment was required in the second quarter to record the year-to-date income tax provision consistent with the estimated
annual effective tax rate.

The Company’s pre-tax loss for the period ended July 2, 2023 relative to the Company’s projected pre-tax income for
fiscal 2023 yielded an annual effective tax rate, which was deemed to be appropriate or meaningful.  Based on this fact, the
Company determined that the historical estimated annual effective tax rate method would provide a reliable estimate and
was used for calculating the interim provision for the period ended July 2, 2023.
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The effective tax rate for the thirteen and twenty-six weeks ended July 2, 2023 differs from the federal income tax rate
of 21% primarily due to non-deductible executive compensation and non-deductible equity-based compensation expense.
The effective tax rate for the thirteen and twenty-six weeks ended July 3, 2022 differs from the federal income tax rate of
21% primarily due to state taxes, non-deductible executive compensation, and non-deductible equity-based compensation
expenses.

12. Related Party Transactions

Significant Shareholders

The Company identified three shareholders with aggregate ownership interest in the Company greater than 10%. The
Company reviewed the respective investment portfolio holdings of these shareholders and identified investments in other
entities that the Company engages in business with. All of these business relationships were obtained without the support
of these shareholders, and as such, are believed to be at terms comparable to those that would be obtained through arm’s
length dealings with unrelated third parties.

13. Subsequent Events

No material events have occurred that required recognition or disclosure in these financial statements.  
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

You should read the following discussion and analysis of our financial condition and results of operations together
with our consolidated financial statements and related notes included elsewhere in this Quarterly Report on Form 10-Q, as
well as our audited consolidated financial statements and related notes as disclosed in our Annual Report on Form 10-K
for the fiscal year ended January 1, 2023, filed with the Securities and Exchange Commission (“SEC”) on March 14, 2023
(the “2022 10-K”). This discussion contains forward-looking statements based upon current plans, expectations and
beliefs involving risks and uncertainties. Our actual results may differ materially from those anticipated in these forward-
looking statements as a result of various factors, including those set forth in Item I, Part 1A, “Risk Factors” of the 2022
10-K and other factors set forth in other parts of this Quarterly Report on Form 10-Q. These forward-looking statements
speak only as of the date of this Quarterly Report on Form 10-Q. Except as required by applicable law, we do not plan to
publicly update or revise any forward-looking statements contained in this Quarterly Report on Form 10-Q, whether as a
result of any new information, future events or otherwise.

Overview

Lulus is a customer-driven, digitally-native fashion brand primarily serving Millennial and Gen Z women. We focus
relentlessly on giving our customers what they want. We do this by using data coupled with human insight to deliver a
curated and continuously evolving assortment of on-trend, affordable luxury fashion. Our customer obsession sets the tone
for everything we do, from our personalized online shopping experience to our exceptional customer service.

Impact of Macroeconomic Trends on Business

Changing macroeconomic factors, including inflation, interest rates, and overall consumer confidence with respect to
current and future economic conditions, have directly impacted our sales in the first half of 2023 as discretionary consumer
spending levels and shopping behavior fluctuate with these factors. During the first half of 2023, we have responded to
these factors by taking appropriate pricing, promotional and other actions to stimulate customer demand. These factors are
expected to continue to have an impact on our business, results of operations, our growth and financial condition.
  Additionally, the COVID-19 pandemic has had and may continue to have a materially adverse impact on the
macroeconomic environment.  

Key Operating and Financial Metrics

We collect and analyze operating and financial data to assess the performance of our business and optimize resource
allocation. The following table sets forth our key performance indicators for the periods presented.

Thirteen Weeks Ended Twenty-Six Weeks Ended
July 2, July 3, July 2, July 3,
2023 2022 2023 2022

(in thousands , except percentages and Average Order Value)
Gross Margin    44.7 %       45.8 %     43.3 %     46.5 %   
Net (loss) income $  (2,597) $  5,999 $  (8,215) $  8,042
Adjusted EBITDA (1) $  4,219 $  14,793 $  4,235 $  24,704
Adjusted EBITDA Margin (1)    4.0 %      11.2 %     2.1 %      10.1 %  
Active Customers       3,080       3,250       3,080       3,250     
Average Order Value $  135 $  137 $  132 $  135

(1) For a reconciliation of non-GAAP financial measures to the most directly comparable GAAP financial measure and
why we consider them useful, see “Management’s Discussion and Analysis of Financial Condition and Results of
Operations-Non-GAAP Financial Measures.”

Active Customers

We define Active Customers as the number of customers who have made at least one purchase across our platform in
the prior 12-month period. Active Customer count is as of the last day of the relevant period. We consider the number of
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Active Customers to be a key performance metric on the basis that it is directly related to consumer awareness of our
brand, our ability to attract visitors to our digital platform, and our ability to convert visitors to paying customers. Active
Customers counts are based on de-duplication logic using customer account and guest checkout name, address, and email
information.

Average Order Value

We define Average Order Value (“AOV”) as the sum of the total gross sales before returns across our platform in a
given period, plus shipping revenue, less discounts and markdowns, divided by the Total Orders Placed (as defined below)
in that period. AOV reflects average basket size of our customers. AOV may fluctuate as we continue investing in the
development and introduction of new Lulus merchandise and as a result of our promotional discount activity.

Total Orders Placed

We define Total Orders Placed as the number of customer orders placed across our platform during a particular period.
An order is counted on the day the customer places the order. We do not adjust the number of Total Orders Placed for any
cancellation or return that may have occurred subsequent to a customer placing an order. We consider Total Orders Placed
as a key performance metric on the basis that it is directly related to our ability to attract and retain customers as well as
drive purchase frequency. Total Orders Placed, together with AOV, is an indicator of the net revenue we expect to generate
in a particular period.

Gross Margin

We define Gross Margin as gross profit as a percentage of our net revenue. Gross profit is equal to our net revenue less
cost of revenue. Certain of our competitors and other retailers may report cost of revenue differently than we do. As a
result, the reporting of our gross profit and Gross Margin may not be comparable to other companies.

Non-GAAP Financial Measures

We report our financial results in accordance with generally accepted accounting principles in the U.S. (“GAAP”).
However, management believes that certain non-GAAP financial measures provide investors with additional useful
information in evaluating our performance and that excluding certain items that may vary substantially in frequency and
magnitude period-to-period from net (loss) income provides useful supplemental measures that assist in evaluating our
ability to generate earnings and to more readily compare these metrics between past and future periods. These non-GAAP
financial measures may be different than similarly titled measures used by other companies.

Adjusted EBITDA and Adjusted EBITDA Margin

Adjusted EBITDA is a  non-GAAP  financial measure that we calculate as (loss) income before interest expense,
income taxes, depreciation and amortization, adjusted to exclude the effects of equity-based compensation expense, and
management fees. Adjusted EBITDA is a key measure used by management to evaluate our operating performance,
generate future operating plans and make strategic decisions regarding the allocation of capital.

To supplement our condensed consolidated financial statements which are prepared in accordance with GAAP, we use
“Adjusted EBITDA” and “Adjusted EBITDA Margin” which are non-GAAP financial measures (collectively referred to as
“Adjusted EBITDA”). Our non-GAAP financial measures should not be considered in isolation from, or as substitutes for,
financial information prepared in accordance with GAAP. There are several limitations related to the use of our non-GAAP
financial measures as compared to the closest comparable GAAP measures. Some of these limitations include:

● Adjusted EBITDA does not reflect our cash expenditures, or future requirements for capital expenditures or
contractual commitments;

● Adjusted EBITDA does not reflect changes in, or cash requirements for, our working capital needs;
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● Adjusted EBITDA does not reflect the interest expense, or the cash requirements necessary to service interest
or principal payments on our debt;

● Adjusted EBITDA does not reflect our tax expense or the cash requirements to pay our taxes;

● although depreciation and amortization are non-cash charges, the assets being depreciated and amortized will
often have to be replaced in the future and such measures do not reflect any cash requirements for such
replacements; and

● other companies in our industry may calculate such measures differently than we do, limiting their usefulness
as comparative measures.

Due to these limitations, Adjusted EBITDA and Adjusted EBITDA Margin should not be considered as measures of
discretionary cash available to us to invest in the growth of our business. We compensate for these limitations by relying
primarily on our GAAP results and using these non-GAAP measures only supplementally. As noted in the table below,
Adjusted EBITDA includes adjustments to exclude the impact of depreciation and amortization, interest expense, income
taxes, and equity-based compensation expense. It is reasonable to expect that some of these items will occur in future
periods. However, we believe these adjustments are appropriate because the amounts recognized can vary significantly
from period to period, do not directly relate to the ongoing operations of our business and may complicate comparisons of
our internal results of operations and results of operations of other companies over time. In addition, Adjusted EBITDA
includes adjustments for other items that we do not expect to regularly record. Each of the normal recurring adjustments
and other adjustments described in this paragraph and in the following reconciliation table help management with a
measure of our core operating performance over time by removing items that are not related to day-to-day operations.
Adjusted EBITDA Margin is a non-GAAP financial measure that we calculate as Adjusted EBITDA as a percentage of our
net revenue.

The following table provides a reconciliation for Adjusted EBITDA and Adjusted EBITDA Margin:

Thirteen Weeks Ended Twenty-Six Weeks Ended
July 2, July 3, July 2, July 3,
2023 2022 2023 2022

(in thousands) (in thousands)
Net (loss) income     $  (2,597) $  5,999      $  (8,215) $  8,042     
Depreciation and amortization    1,185    1,009    2,306    1,850
Interest expense    426    157    949    365
Income tax provision    874    4,795    166    5,856
Equity-based compensation expense (1)    4,331    2,833    9,029    8,591
Adjusted EBITDA $  4,219 $  14,793 $  4,235 $  24,704
Net (loss) income margin  (2.4)%  4.6 %  (4.2)%  3.3 %
Adjusted EBITDA margin    4.0 %    11.2 %      2.1 %    10.1 %  

(1) The thirteen weeks ended July 2, 2023 and July 3, 2022 include equity-based compensation expense for RSU awards
granted during the period, as well as equity-based awards granted in prior periods. The twenty-six weeks ended July 2,
2023 include equity-based compensation expense for performance stock units and RSU awards granted during the
period, accelerated expense associated with the voluntary forfeiture of stock options, and equity-based awards granted
in prior periods. The twenty-six weeks ended July 3, 2022 include equity-based compensation expense for RSU
awards granted during the period, as well as equity-based awards granted in prior periods.

Net Debt

Net Debt is a non-GAAP financial measure that we calculate as total debt, which consists of the revolving line of
credit, less cash and cash equivalents.   We consider Net Debt to be an important supplemental measure of our financial
position, which is used by management to analyze our leverage, and which we believe is helpful to investors in order to
monitor leverage and evaluate the balance sheet. A limitation associated with using Net Debt is that it subtracts cash and
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cash equivalents and therefore may imply that there is less Company debt than the most comparable GAAP measure
indicates. Our non-GAAP financial measures, including Net Debt, should not be considered in isolation from, or as
substitutes for, financial information prepared in accordance with GAAP.

A reconciliation to non-GAAP Net Debt from Total Debt as of July 2, 2023, and January 1, 2023, respectively, is as
follows:

As of
     July 2, 2023 January 1, 2023

(in thousands)
Revolving line of credit, long term $  (15,000) $  (25,000)
Cash and cash equivalents  5,947  10,219
Net Debt $  (9,053) $  (14,781)

Factors Affecting Our Performance

Our financial condition and results of operations have been, and will continue to be, affected by a number of factors
that present significant opportunities for us but also pose risks and challenges, including what is discussed below. See Part
I, “Item 1A. Risk Factors” in our 2022 10-K.

Customer Acquisition

Our business performance depends in part on our continued ability to cost-effectively acquire new customers. We
define customer acquisition cost as our brand and performance marketing expenses attributable to acquiring new
customers, including, but not limited to, agency costs and marketing team costs but excluding any applicable equity-based
compensation, divided by the number of customers who placed their first order with us in a given period. As a digital
brand, our marketing strategy is primarily focused on brand awareness marketing and digital advertising in channels like
search, social, and programmatic - platforms that enable us to engage our customers where they spend their time, and in
many cases also quickly track the success of our marketing, which allows us to adjust and optimize our marketing spend.

Customer Retention

Our continued success depends in part on our ability to retain and drive repeat purchases from our existing customers.
We monitor retention across our entire customer base. Our goal is to attract and convert visitors into Active Customers and
foster relationships that drive repeat purchases. During the trailing 12 months ended July 2, 2023, we served 3.1 million
Active Customers compared to 3.2 million for the trailing 12 months ended July 3, 2022.

Inventory Management

We utilize a data-driven strategy that leverages our proprietary reorder algorithm to manage inventory as efficiently as
possible. Our “test, learn, and reorder” approach consists of limited inventory purchases followed by the analysis of
proprietary data including real-time transaction data and customer feedback, which then informs our selection and
customization of popular merchandise prior to reordering in larger quantities. While our initial orders are limited in size
and financial risk and our supplier partners are highly responsive, we nonetheless purchase inventory in anticipation of
future demand and therefore are exposed to potential shifts in customer preferences and price sensitivity over time. As we
continue to grow, we will adjust our inventory purchases to align with the current needs of the business.

Investment in Our Operations and Infrastructure

We will continue to invest in our operations and infrastructure to facilitate further growth of our business. While we
expect our expenses to increase accordingly, we will harness the strength of our existing platform and our on-trend fashion
expertise to make informed investment decisions. We intend to invest in headcount, inventory, fulfillment, logistics, and
our software and data capabilities in order to improve our platform, expand into international markets, and drive
operational efficiencies. We cannot guarantee that increased spending on these investments will be cost effective or result
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in future growth in our customer base. However, we set a high bar for approval of any capital spending initiative. We
believe that our disciplined approach to capital spending will enable us to generate positive returns on our investments over
the long term.

Components of Our Results of Operations

Net Revenue

Net revenue consists primarily of gross sales, net of merchandise returns, international duties and taxes and
promotional discounts and markdowns, generated from the sale of apparel, footwear, and accessories. Net revenue excludes
sales taxes assessed by governmental authorities. We recognize net revenue at the point in time when control of the ordered
product is transferred to the customer, which we determine to have occurred upon shipment.

Cost of Revenue and Gross Margin

Cost of revenue consists of the product costs of merchandise sold to customers; shipping and handling costs, including
all inbound, outbound, and return shipping expenses; rent, insurance, business property tax, utilities, depreciation and
amortization, and repairs and maintenance related to our distribution facilities; and charges related to inventory shrinkage,
damages, and our allowance for excess or obsolete inventory. Cost of revenue is primarily driven by growth in orders
placed by customers, the mix of the product available for sale on our site, and transportation costs related to inventory
receipts from our suppliers and shipping product to our customers. We expect our cost of revenue to fluctuate as a
percentage of net revenue primarily due to how we manage our inventory and merchandise mix.

Gross profit is equal to our net revenue less cost of revenue. We calculate Gross Margin as gross profit as a percentage
of our net revenue.

Selling and Marketing Expenses

Our selling and marketing expenses consist primarily of payment processing fees, advertising, targeted online
performance marketing and customer order courtesy adjustments. Selling and marketing expenses also include our spend
on brand marketing channels, including compensation and gifted products to social media influencers, events, and other
forms of online and offline marketing related to growing and retaining the customer base. As discussed in “Net Revenue”
above, in any given period, the amount of our selling and marketing expense can be affected by the use of promotional
discounts in such period. We expect our selling and marketing expenses to increase in absolute dollars as we continue to
invest in increasing brand awareness.

General and Administrative Expenses

General and administrative expenses consist primarily of payroll and benefits costs, including equity-based
compensation for our employees involved in general corporate functions including finance, merchandising, marketing, and
technology, as well as costs associated with the use by these functions of facilities and equipment, including depreciation,
rent, and other occupancy expenses. General and administrative expenses are primarily driven by increases in headcount
required to support business growth and meet our obligations as a public company.

Since our IPO, we have incurred significant legal, accounting, and other expenses that we did not incur as a private
company. We expect that compliance with the Sarbanes-Oxley Act and the Dodd-Frank Wall Street Reform and Consumer
Protection Act, as well as rules and regulations subsequently implemented by the SEC, will continue to increase our legal
and financial compliance costs and will make some activities more time consuming and costly. We expect our general and
administrative expenses to increase in absolute dollars as we continue to grow our business.

Other Income (Expense), Net

Other income (expense), net consists primarily of interest expense and other miscellaneous income.
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Provision for Income Taxes

The provision for income taxes represents federal, state, and local income taxes. The effective rate differs from the
statutory rate primarily due to state taxes, non-deductible executive compensation, and non-deductible equity-based
compensation expenses. Our effective tax rate will change from quarter to quarter based on recurring and nonrecurring
factors including, but not limited to, the geographical mix of earnings, enacted tax legislation, state and local income taxes,
the impact of permanent tax adjustments, tax audit settlements, and the interaction of various tax strategies.

Our Results of Operations

The following tables set forth our consolidated results of operations for the periods presented and as a percentage of
net revenue and net (loss) income:

Thirteen Weeks Ended Twenty-Six Weeks Ended
July 2, July 3, July 2, July 3,
2023 2022 2023 2022

(in thousands)
Net revenue     $    106,122 $    131,512     $    197,098 $    243,414
Cost of revenue    58,726    71,345    111,741    130,269

Gross profit    47,396    60,167    85,357    113,145

Selling and marketing expenses    24,670    25,851    44,159    47,737
General and administrative expenses    24,396    23,392    48,744    51,226
(Loss) income from operations    (1,670)    10,924    (7,546)    14,182

Interest expense    426    157    949    365
Other income, net    (373)    (27)    (446)    (81)

(Loss) income before income taxes    (1,723)    10,794    (8,049)    13,898
Income tax provision    874    4,795    166    5,856
Net (loss) income $  (2,597) $  5,999 $  (8,215) $  8,042

Thirteen Weeks Ended Twenty-Six Weeks Ended
July 2, July 3, July 2, July 3,
2023 2022 2023 2022

Net revenue       100 %       100 %       100 %       100 %     
Cost of revenue  55       54       57       54     

Gross profit  45  46  43  46

Selling and marketing expenses  24  20  22  20
General and administrative expenses  23  18  25  21
(Loss) income from operations  (2)  8  (4)  5

Interest expense  —  —  —  —
Other income, net  —  —  —  —

(Loss) income before income taxes  (2)  8  (4)  5
Income tax provision  1  4  -  2
Net (loss) income  (3)%  4 %  (4)%  3 %

Comparisons for the Thirteen Weeks Ended July 2, 2023 and July 3, 2022

Net Revenue

Net revenue decreased in the thirteen weeks ended July 2, 2023 by $25.4 million, or 19%, compared to the thirteen
weeks ended July 3, 2022. The decrease is primarily the result of a 16% decrease in Total Orders Placed, a 1% decrease in
AOV, and higher markdowns and product returns compared to the thirteen weeks ended July 3, 2022.
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Cost of Revenue

Cost of revenue decreased in the thirteen weeks ended July 2, 2023 compared to the same period of the prior year by
$12.6 million, or 18%, compared to the same period last year, which was primarily driven by the impact of lower revenue
along with favorability in shipping costs, which decreased with the lower revenue, but also as a result of per order
improvements implemented to reduce our outbound domestic shipping costs.

Selling and Marketing Expenses

Selling and marketing expenses decreased in the thirteen weeks ended July 2, 2023 by $1.2 million, or 5%, compared
to the thirteen weeks ended July 3, 2022 due to lower performance marketing spend and favorability in merchant
processing fees, partially offset by higher brand marketing spend as we invested more to increase brand awareness.

General and Administrative Expenses

General and administrative expenses increased by $1.0 million in the thirteen weeks ended July 2, 2023, or 4%,
compared to the thirteen weeks ended July 3, 2022. The increase was primarily due to $1.6 million related to equity-based
awards issued through July 2, 2023, $1.0 million for higher fixed payroll costs for hiring in key strategic areas and an
increase of approximately $0.2 million related to several immaterial items. This was offset by variable expenses related to
lower sales volumes, including a $1.6 million reduction in variable labor and benefits and a $0.2 million decrease in
supplies costs.

Interest Expense

Interest expense increased in the thirteen weeks ended July 2, 2023 by $0.3 million, or 172%, compared to the thirteen
weeks ended July 3, 2022. The increase is attributable to higher interest rates and higher average borrowings driving
increased interest expense and unused fees related to the Revolving Facility.

Income Tax Provision

Our income tax provision in the thirteen weeks ended July 2, 2023 decreased by $3.9 million to a provision of $0.9
million, compared to a provision of $4.8 million in the thirteen weeks ended July 3, 2022. The decrease was primarily due
to a decrease in our income to a loss before provision for income taxes.

Comparisons for the Twenty-Six Weeks Ended July 2, 2023 and July 3, 2022

Net Revenue

Net revenue decreased in the twenty-six weeks ended July 2, 2023 by $46.3 million, or 19%, compared to the twenty-
six weeks ended July 3, 2022. The decrease is primarily the result of a 15% decrease in Total Orders Placed, a 2% decrease
in AOV, and higher markdowns and product returns compared to the twenty-six weeks ended July 3,  2022.

Cost of Revenue

Cost of revenue decreased in the twenty-six weeks ended July 2, 2023 compared to the same period of the prior year
by $18.5 million, or 14%, compared to the same period last year, which was primarily driven by the impact of lower
revenue along with favorability in shipping costs, which decreased with the lower revenue, but also as a result of
 improvements implemented to reduce our outbound domestic shipping costs.
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Selling and Marketing Expenses

Selling and marketing expenses decreased in the twenty-six weeks ended July 2, 2023 by $3.6 million, or 7%,
compared to the twenty-six weeks ended July 3, 2022 due to lower performance marketing costs as we utilized a higher
mix of promotions and discounts (primarily during the first quarter) as well as lower merchant processing fees.  This was
partially offset by slightly higher brand marketing spend through the twenty-six weeks ended July 2,2023 as we invested
more in brand awareness.

General and Administrative Expenses

General and administrative expenses decreased by $2.5 million in the twenty-six weeks ended July 2, 2023, or 5%,
compared to the twenty-six weeks ended July 3, 2022 . The decrease was primarily due to a $3.3 million lower variable
labor and benefits costs primarily associated with lower sales volume, which was partially offset by higher equity-based
compensation expense of $0.4 million related to equity-based awards issued through July 2, 2023, higher fixed labor
expense of $0.9 million due to hiring in key strategic areas and $0.7 million increase in expense towards depreciation, fees
and taxes. Additionally, there was a $1.2 million decrease in D&O insurance costs, professional services, supplies, and
recruiting costs.

Interest Expense

Interest expense increased in the twenty-six weeks ended July 2, 2023 by $0.6 million, or 160%, compared to the
twenty-six weeks ended July 3, 2022. The increase is attributable to higher interest rates and higher average borrowings
driving increased interest expense and unused fees related to the Revolving Facility.

Income Tax Provision

Our income tax provision in the twenty-six weeks ended July 2, 2023 decreased by $5.7 million to a provision of $0.2
million, compared to a provision of $5.9 million in the twenty-six weeks ended July 3, 2022. The decrease was primarily
due to a decrease in our income to a loss before provision for income taxes.

Quarterly Trends and Seasonality

We experience moderate seasonal fluctuations in aggregate sales volume during the year. Seasonality in our business
does not follow that of traditional retailers, such as a typical concentration of revenue in the holiday quarter. Our quarterly
net revenue in 2022 reflected the highest concentrations in the first and second fiscal quarters compared to the rest of the
year, as customer demand remained strong for dresses and event wear, carrying forward the trend seen in 2021 with the
resurgence of events and special occasions.  The third and fourth fiscal quarters of 2022 were impacted by a worsened
macroeconomic environment where consumers generally lowered their spending levels and sought higher levels of
promotions and discounts which has continued into the first half of 2023. The seasonality of our business has resulted in
variability in our total net revenue quarter-to-quarter. We believe that this seasonality has affected and will continue to
affect our results of operations.

Our quarterly gross profit fluctuates primarily based on how we manage our inventory and merchandise mix and has
typically been in line with fluctuations in net revenue. When quarterly gross profit fluctuations have been unfavorable
relative to the fluctuations in sales, these situations have been driven by non-recurring, external factors, such as the
COVID-19 pandemic and the ensuing macroeconomic slowdown that begun in mid-2022, which led to increased
promotional discounts and higher markdowns in order to optimize our inventory mix and quantities. Additionally, gross
profit has recently been impacted by decreases in discretionary consumer spending as a result of inflation and
macroeconomic conditions, increased promotions and discounts in response to decreases in consumer spending, and trends
observed regarding the levels of returns.

Selling and marketing expenses generally fluctuate with net revenue. Further, in any given period, the amount of our
selling and marketing expense can be affected by the use of promotional discounts in such period. In addition, we may
increase or decrease marketing spend to assist with optimizing inventory mix and quantities.
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General and administrative expenses consist primarily of payroll and benefit costs and vary quarter to quarter due to
changes in the number of seasonal workers to meet demand based on our seasonality.

Liquidity and Capital Resources

Our primary sources of liquidity and capital resources are cash generated from operating activities and borrowings
under our Revolving Facility. Our primary requirements for liquidity and capital are inventory purchases, payroll and
general operating expenses, capital expenditures associated with distribution, network expansion and capitalized software
and debt service requirements.

Credit Facilities

During November 2021, we entered into a Credit Agreement with Bank of America (the "Credit Agreement") to
provide a revolving facility that provides for borrowings up to $50.0 million (the "Revolving Facility"). During the term of
the Credit Agreement, we may increase the aggregate amount of the Revolving Facility up to an additional $25.0 million
(for maximum aggregate lender commitments of up to $75.0 million), subject to the satisfaction of certain conditions under
the Credit Agreement, including obtaining the consent of the administrative agent and an increased commitment from
existing or new lenders. In addition, the Credit Agreement may be used to issue letters of credit up to $7.5 million (the
“Letter of Credit”). As of July 2, 2023, we had $15.0 million outstanding under the Revolving Facility and had utilized
$0.3 million under the Letter of Credit. As of July 2, 2023, we had $34.7 million available for borrowing under the
Revolving Facility and $7.2 million available to issue letters of credit.

The Revolving Facility matures on November 15, 2024, and borrowings thereunder will accrue interest at a rate equal
to, at our option, either (x) the term daily SOFR, plus the applicable SOFR adjustment plus a margin of 1.75% per annum
or (y) the base rate plus a margin of 0.75% (with the base rate being the highest of the federal funds rate plus 0.50%, the
prime rate and term SOFR for a period of one month plus 1.00%). The Revolving Facility contains a financial maintenance
covenant requiring a maximum total leverage ratio of no more than 2.50:1.00, stepping down to 2.00:1.00 after 18 months.
We were in compliance with our debt covenants under the Credit Agreement as of July 2, 2023. While we expect to
continue to be in compliance with our debt covenants, any failure to remain in compliance with our debt covenants may
materially adversely affect our liquidity. A commitment fee of 37.5 basis points will be assessed on unused commitments
under the Revolving Facility.

Availability and Use of Cash

As of July 2, 2023, we had cash and cash equivalents of $5.9 million. We believe that our cash and cash equivalents,
cash flows from operations and the available borrowings under our Revolving Facility, will be sufficient to meet our capital
expenditures, working capital needs and debt repayments for at least the next 12 months from the date of this Quarterly
Report on Form 10-Q. However, we cannot ensure that our business will generate sufficient cash flow from operating
activities or that future borrowings will be available under our borrowing agreements in amounts sufficient to pay
indebtedness or fund other working capital needs. Actual results of operations will depend on numerous factors, many of
which are beyond our control, as further discussed in Part I, Item 1A, “Risk Factors” included in our 2022 10-K.
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Cash Flow Analysis

The following table summarizes our cash flows for the periods indicated:

     Twenty-Six Weeks Ended
July 2, July 3,
2023      2022

(in thousands)
Net cash provided by (used in):

Operating activities $  8,351 $  10,588
Investing activities  (1,752)  (2,738)
Financing activities  (10,871)  (10,909)

Net decrease in cash, cash equivalents and restricted cash $  (4,272) $  (3,059)

Operating Activities

Net cash provided by operating activities consists primarily of net income (loss) adjusted for certain non-cash items,
including depreciation, amortization, equity-based compensation, the effect of changes in working capital and other
activities.

During the twenty-six weeks ended July 2, 2023, net cash provided by operating activities decreased by $2.2 million,
as compared to the same period in 2022.  The decrease was largely a result of a $16.2 million decrease in net income, from
net income of $8.0 million during the twenty-six weeks ended July 3, 2022 to net loss of $8.2 million during the twenty-six
weeks ended July 2, 2023.  There was also a $9.9 million reduction in accrued expenses and other current liabilities, mainly
related to a $6.1 million decrease in accrued inventory and a $3.7 million decrease in marketing, freight, bonus and
miscellaneous expense accruals, along with a $0.8 million reduction in sales tax payables and deferred payroll taxes. Most
of these accruals pertain to expenses that fluctuate with net revenue, which was lower in the current year period as
compared to the same period in 2022. These accrued expenses and other current liabilities were partially offset by a
decrease of $23.4 million in inventory purchases as a result of lower sales in the current year due to the impact of increased
macroeconomic pressures and a $0.7 million decrease in assets for recovery due to a decrease in merchandise returned by
customers towards the end of the fiscal quarter ended July 2, 2023.  

Investing Activities

Our primary investing activities have consisted of purchases of equipment to support our overall business growth and
internally developed software for the continued development of our proprietary technology infrastructure. Purchases of
property and equipment may vary from period-to-period due to timing of the expansion of our operations. We have no
material commitments for capital expenditures.

During the twenty-six weeks ended July 2, 2023, as compared to the same period in 2022, net cash used in investing
activities decreased by $0.9 million. This was attributable to $0.3 million less invested in capitalized software development
costs and $0.6 million lower capital expenditures for leasehold improvements, construction in progress, and purchases of
computer hardware and equipment for our general operations.

Financing Activities

During the twenty-six weeks ended July 2, 2023, as compared to the same period in 2022, net cash used in financing
activities was approximately the same primarily due to $5.0 million lower repayments on our revolving line of credit
facility in the current year as compared to the same period in 2022 offset by $5 million lower borrowings on our revolving
line of credit facility in the current year as compared to the same period in 2022.  
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Contractual Obligations and Commitments

There have been no other material changes to our contractual obligations and commitments as disclosed in our 2022
10-K.

Critical Accounting Policies and Estimates

Our condensed consolidated financial statements and the related notes thereto included elsewhere in this Quarterly
Report on Form 10-Q are prepared in accordance with GAAP. The preparation of condensed consolidated financial
statements requires us to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenue,
costs and expenses and related disclosures. We base our estimates on historical experience and on various other
assumptions that we believe to be reasonable under the circumstances. Actual results could differ significantly from our
estimates. To the extent that there are differences between our estimates and actual results, our future financial statement
presentation, financial condition, results of operations and cash flows will be affected.

Our critical accounting policies are described under the heading “Management’s Discussion and Analysis of Financial
Condition and Results of Operations-Critical Accounting Policies and Estimates” in our 2022 10-K and the notes to the
audited consolidated financial statements appearing elsewhere in our 2022 10-K. There have been no significant changes to
our critical accounting policies and estimates as disclosed in our 2022 10-K.

Recent Accounting Pronouncements

See Note 2, “Significant Accounting Policies-Recently Issued Accounting Pronouncements,” in the Notes to the
Condensed Consolidated Financial Statements included elsewhere in this Quarterly Report on Form 10-Q for more
information about recent accounting pronouncements, the timing of their adoption, and our assessment, to the extent we
have made one, of their potential impact on our financial position and our results of operations.

JOBS Act Accounting Election

We are an “emerging growth company,” as defined in the JOBS Act. Under the JOBS Act, emerging growth companies
can delay adopting new or revised accounting standards until such time as those standards apply to private companies. We
have elected to use this extended transition period until we are no longer an emerging growth company or until we
affirmatively and irrevocably opt out of the extended transition period. Accordingly, our consolidated financial statements
and our unaudited interim condensed consolidated financial statements may not be comparable to companies that comply
with new or revised accounting pronouncements as of public company effective dates.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.

There has been no material change in our exposure to market risk from that discussed in our 2022 10-K.

Item 4. Controls and Procedures.

Limitations on effectiveness of controls and procedures

In designing and evaluating our disclosure controls and procedures, management recognizes that any controls and
procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired
control objectives. In addition, the design of disclosure controls and procedures must reflect the fact that there are resource
constraints and that management is required to apply judgment in evaluating the benefits of possible controls and
procedures relative to their costs.

Evaluation of disclosure controls and procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated, as of
the end of the period covered by this Quarterly Report on Form 10-Q, the effectiveness of our disclosure controls and
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procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act). Based on that evaluation, our Chief
Executive Officer and Chief Financial Officer concluded that, as of July 2, 2023, our disclosure controls and procedures
were effective.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act) during the quarter ended July 2, 2023 that have materially affected, or are reasonably likely to
materially affect, our internal control over financial reporting.

PART II—OTHER INFORMATION

Item 1. Legal Proceedings.

We are from time to time subject to various legal proceedings and claims, including employment claims, wage and
hour claims, intellectual property claims, contractual and commercial disputes and other matters that arise in the ordinary
course of our business. While the outcome of these and other claims cannot be predicted with certainty, we do not believe
that the outcome of these matters will have a material adverse effect on our business, financial condition, cash flows, or
results of operations. We are not presently a party to any legal proceedings that we believe would, if determined adversely
to us, materially and adversely affect our future business, financial condition, cash flows, or results of operations.

Item 1A. Risk Factors.

 For detailed information about certain risk factors that could materially affect our business, financial condition or
future results see “Risk Factors” in Part I, Item 1A of our 2022 10-K. There have been no material changes to the risk
factors previously disclosed in our 2022 10-K.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

None.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Mine Safety Disclosures.

Not applicable.

Item 5. Other Information.

Securities Trading Plans of Directors and Executive Officers

The following table describes contracts, instructions or written plans for the sale or purchase of our securities adopted
by our executive officers and directors that are currently in effect, including one trading plan entered into during the quarter
ended July 2, 2023.  Each of the trading plans described below were entered into during an open insider trading window
and are intended to satisfy Rule 10b5-1(c) under the Exchange Act and the Company’s policies regarding insider trading.
 Each of the trading plans are intended to permit the orderly disposition of a portion of each of the executive officer’s and
director's holdings as part of their long-term financial and tax plan.
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Date of Adoption of Rule
10b5-1

Name and Title Trading Plan Duration of Rule 10b5-1
Trading Plan(1)

Aggregate Number of
Securities to Be Sold

Crystal Landsem 9/1/2022 11/28/2022 – 11/29/2023 125,000
Chief Executive Officer and
Director

David McCreight 5/19/2023 8/31/2023 – 5/22/2024 297,288
Executive Chairman

Mark Vos 9/1/2022 11/28/2022 – 11/29/2023 125,000
President and Chief Information
Officer

Tiffany Smith 3/17/2023 6/20/2023 – 3/18/2024 11,333
Chief Financial Officer

(1) In each case, a trading plan may also expire on such earlier date as all transactions under the trading plan are
completed.

During the quarter ended July 2, 2023, none of our executive officers or directors terminated a Rule 10b5-1 trading
plan or adopted or terminated a non-Rule 10b5-1 trading arrangement (as defined in Item 408(c) of Regulation S-K).
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Item 6. Exhibits.

Incorporated by Reference Filed/
Exhibit
Number Exhibit Description Form File No. Exhibit

Filing
Date

Furnished
Herewith

10.1 Commercial Lease Agreement, dated as of
June 29, 2023, between 8303-8315 Melrose
Ave, LLC, Melrose Investment Group LLC
and Lulu’s Fashion Lounge, LLC

*

10.2 Amendment to Lulu's Fashion Lounge
Holdings, Inc. Omnibus Equity Plan.

8-K 001-41059 10.1 06/14/2023

31.1 Certification of Chief Executive Officer
pursuant to Rule 13a-14(a)/15d-14(a).

*

31.2 Certification of Chief Financial Officer
pursuant to Rule 13a-14(a)/15d-14(a).

*

32.1 Certification of Chief Executive Officer
pursuant to 18 U.S.C. Section 1350.

**

32.2 Certification of Chief Financial Officer
pursuant to 18 U.S.C. Section 1350.

**

101.INS Inline XBRL Instance Document - the
instance document does not appear in the
Interactive Data file because its XBRL tags
are embedded within the Inline XBRL
document

*

101.SCH Inline XBRL Taxonomy Extension Schema
Document

*

101.CAL Inline XBRL Taxonomy Extension
Calculation Linkbase Document

*

101.DEF Inline XBRL Taxonomy Extension
Definition Linkbase Document

*

101.LAB Inline XBRL Taxonomy Extension Label
Linkbase Document

*

101.PRE Inline XBRL Taxonomy Extension
Presentation Linkbase Document

*

104 Cover Page Interactive Data File (as
formatted as Inline XBRL and contained in
Exhibit 101)

*

* Filed herewith.
** Furnished herewith.

https://www.sec.gov/Archives/edgar/data/1780201/000110465923021498/tm236633d1_ex10-1.htm
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SIGNATURES

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

    LULU’S FASHION LOUNGE HOLDINGS, INC.
       
Date: August 8, 2023   By: /s/ Crystal Landsem
      Crystal Landsem
      Chief Executive Officer
      (Principal Executive Officer) 

       
Date: August 8, 2023   By: /s/ Tiffany R. Smith
      Tiffany R. Smith
      Chief Financial Officer
      (Principal Financial and Accounting Officer)
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BASIC LEASE PROVISIONS

1. TENANT: LULU’S FASHION LOUNGE, LLC, a Delaware limited
liability company

2. LANDLORD: 8303-8315 MELROSE AVE LLC,  a California limited
liability company and MELROSE INVESTMENT GROUP
LLC, a California limited liability company, collectively,
(collectively, “Landlord”)

3. TENANT’S TRADE NAME: Lulus

4. PREMISES: Approximately 6,359 rentable square feet containing (i)
approximately 3,000 rentable square feet of space located on
the ground floor and (ii) approximately 3,359 rentable square
feet of space located on the second (2nd) floor in the building
(“Building”) located at 8303 Melrose Avenue, Los Angeles,
California, as more particularly described on Exhibit A attached
hereto (collectively, the “Premises”).  The Building is located 
on the certain real property described on Exhibit A-1 (the
“Land”) which includes the Common Areas and
Parking Area which may be utilized by Tenant as set forth in
Section 4.3 (Common Areas and Parking) of this Lease.  The 
Land, the Building, and the Common Areas shall constitute the 
“Project”.

5. LEASE TERM: Forty-two (42) full calendar months, commencing on the
Commencement Date referenced below (the “Term” or “Lease
Term”).  

Tenant shall have two (2) options to extend the initial Lease
Term for an additional period of three (3) years each, subject to
and in accordance with the terms and conditions of Section 2.2
(Extension Options) of this Lease.

6. COMMENCEMENT DATE: The date Landlord delivers the Premises in Delivery
Condition, but in no event later than August 1, 2023, as more
particularly set forth in Section 6.1 (Delivery Condition) below.
 

The “Rent Commencement Date” shall be the date which is
six (6) months following the Commencement Date.

7. BASE RENT: 

Months Annual Base Rent Monthly Base Rent

1 – 6 Abated Abated  

[FINAL EXECUTION COPY] -1- 8303 MELROSE AVENUE

SMRH:4888-9988-7969.11 Lulu’s Fashion Lounge, LLC

062923  54RL-374105



DocuSign Envelope ID: 8AD56723-1CA7-49A1-A144-808922A962D5

7 – 18 $375,000.00 $31,250.00

19 – 30 $386,250.00 $32,187.50
31 – 42 $397,837.50 $33,153.13

Rent Payment Address: 8303-8315 MELROSE AVE, LLC and   MELROSE
INVESTMENT GROUP LLC

659 N. Robertson Blvd.
West Hollywood, California 90069
Attention:  Chris Trueblood 

8. (Intentionally Omitted) 

9. GUARANTOR(S): Lulu’s Fashion Lounge Holdings, Inc.

10. PERMITTED USE: The Premises shall be occupied and used by Tenant for the purpose of operating a retail
store, showroom and office space under Tenant’s Trade Name (“Permitted Use”) and for any other related
purpose allowed by law and zoning.

11. SECURITY DEPOSIT AND FIRST Security Deposit: $66,306.26 MONTH’S BASE RENT:
First month’s Monthly Base Rent: $31,250.00

Total due upon execution of this Lease: $97,556.26

12. BROKER: Lockehouse Retail Group Inc. (Matthew Fainchtein) for
Landlord and Tenant.  

13. ADDRESSES FOR NOTICES: 

LANDLORD: 8303-8315 MELROSE AVE LLC and  
MELROSE INVESTMENT GROUP LLC
659 N. Robertson Blvd.
West Hollywood, California 90069
Attention: Chris Trueblood

Email: chris@faring.com   

TENANT: LULU’S FASHION LOUNGE, LLC
195 Humboldt Ave

Chico, California   95926 Attention:
 Legal
Email: legal@lulus.com  

The foregoing provisions (“Basic Lease Provisions”) are intended to supplement and/or summarize the
provisions set forth in the balance of this Lease.  If there is any conflict between any of the Basic Lease Provisions and
the balance of this Lease, the balance of this Lease shall control.

[FINAL EXECUTION COPY] -2- 8303 MELROSE AVENUE

SMRH:4888-9988-7969.11 Lulu’s Fashion Lounge, LLC

062923  54RL-374105



DocuSign Envelope ID: 8AD56723-1CA7-49A1-A144-808922A962D5

COMMERCIAL LEASE AGREEMENT

 THIS COMMERCIAL LEASE AGREEMENT (this “Lease”), is entered into as of June 29, 2023, by and between
8303-8315 MELROSE AVE LLC, a California limited liability company and MELROSE INVESTMENT GROUP
LLC, a California limited liability company (collectively, and jointly and severally liable as, “Landlord”), and
LULU’S FASHION LOUNGE, LLC, a Delaware limited liability company (“Tenant”).

ARTICLE 1 RENT

1.1 Base Rent.  Tenant agrees to pay to Landlord, without offset, deduction, notice or demand, Base Rent as
set forth in Section 7 (Base Rent) of the Basic Lease Provisions.

1.2 Payment of Base Rent.  Upon execution of this Lease, Tenant shall pay Landlord an amount equal to one
(1) monthly installment of Base Rent, to be applied to Base Rent first coming due under this Lease as set forth in
Section 11 of the Basic Lease Provisions. Commencing on the Rent Commencement Date Tenant shall pay to Landlord
the monthly installments of Base Rent on or before the first day of each month, in advance.  If any rental payment date
(including the Commencement Date and Rent Commencement Date) falls on a day of the month other than the first
(1st) day of such month or if any rental payment is for a period which is shorter than one (1) month, then the rental for
any such fractional month shall be a proportionate amount of a full calendar month’s rental based on the proportion that
the number of days in such fractional month bears to the number of days in the calendar month during which such
fractional month occurs.  All other payments or adjustments required to be made under the terms of this Lease that
require proration on a time basis shall be prorated on the same basis.  

1.3 Additional Rent.  In addition to the Base Rent payable by Tenant under the provisions of this Article 1
(Rent), Tenant shall pay, as additional rent (“Additional Rent”), all other charges, sums or amounts payable by Tenant
pursuant to this Lease, including Operating Expenses, Shared Expenses and Taxes payable by Tenant to Landlord and
the cost of utilities and services to be paid directly by Tenant as set forth herein.  Additional Rent payable to Landlord
shall be made concurrently with the payment of Base Rent, unless a different time for such payment is specified in this
Lease.   If any such amounts or charges are not paid at the time provided in this Lease, they shall nevertheless be
collectible as Additional Rent with the next installment of Base Rent falling due; however, nothing herein contained
shall be deemed to suspend or delay the payment of any amount of money or charge at the time the same becomes due
and payable hereunder, or limit any other remedy of Landlord.  Base Rent and Additional Rent are collectively referred
to as “Rent”.  Rent shall be payable, without deduction, offset, prior notice or demand, in lawful money of the United
States.  All payments received by Landlord from Tenant shall be applied to the oldest payment obligation owed by
Tenant to Landlord.  No designation by Tenant, either in a separate writing or in a check or money order, shall modify
this clause or have any force or effect.

1.4 Place of Payment.  Tenant shall pay Rent to Landlord at the address specified in Section 7 (Base Rent) of
the Basic Lease Provisions or to such other address and/or person as Landlord may from time to time designate in
writing to Tenant by wire or ACH transfer in accordance with the wire/ACH payment instructions provided by
Landlord, or in such other manner or at such other place as Landlord may from time to time designate in writing, in
lawful money of the United States.

1.5 Late Charge; Interest.  Tenant hereby acknowledges that the late payment by Tenant to Landlord of Rent
or other charges to be paid by Tenant accruing under the provisions of this Lease, will cause Landlord to incur
unanticipated costs, the exact amount of which will be extremely difficult to ascertain.  Such costs include, but are not
limited to, processing and accounting charges and late charges which may be imposed on Landlord by the terms of any
encumbrance affecting the Premises.  Accordingly, if any installment of Rent or other charges to be paid by Tenant
accruing under the provisions of this Lease shall not be received by Landlord or Landlord’s designee within ten (10)
days after the date due, Tenant shall pay to Landlord a late charge equal to eight percent (8%) of the overdue amount.
  The parties agree that the amount of such late charge represents a fair and reasonable estimate of the costs and
expenses that would be incurred by Landlord by reason of late payment by Tenant.  Acceptance of such late charge by
Landlord shall in no event constitute a waiver of Tenant’s default with respect to such overdue amount, nor shall such
acceptance
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prevent Landlord from exercising any of the other rights and remedies granted hereunder or by law to Landlord.  In
addition to the late charge described above, any Rent due and owing hereunder which is not paid within fifteen (15)
days following the date due, shall bear interest at the rate of Prime plus five percent (5%) per annum from the date
when the same is due until the same shall be paid, but if such rate exceeds the maximum interest rate permitted by law,
such rate shall be reduced to the highest rate allowed by law under the circumstances (the “Interest Rate”).   For
purposes of this Lease, the term “Prime” shall mean the rate announced from time to time by Bank of America, N.A.,
as its prime or reference rate.  If Bank of America shall cease to announce its prime or reference rate, then Landlord
shall select the rate of another financial institution to be substituted therefor.  Tenant’s covenants to pay the Rent are
independent of any other covenant, condition, provision or agreement herein or elsewhere contained.

ARTICLE 2 TERM

2.1 Lease Term.  The terms and provisions of this Lease shall be effective as of the date of this Lease except
for the provisions of this Lease relating to the payment of Rent.  The Lease Term shall be as set forth in Article 5
(Lease Term) of the Basic Lease Provisions above and shall commence on Commencement Date set forth in Article 6
(Commencement Date) of the Basic Lease Provisions above, and shall terminate on the date that is the last day of the
thirty-sixth (36th) full calendar month following the Rent Commencement Date (the “Expiration Date”), unless this
Lease is sooner terminated as hereinafter provided.   Following the Commencement Date, Landlord shall deliver to
Tenant an amendment in the form as set forth in Exhibit C (Form of Amendment to Lease) attached hereto (the
“Commencement Date Amendment”), setting forth, among other things, the Commencement Date, Rent
Commencement Date and the Expiration Date, and Tenant shall execute and return such Commencement Date
Amendment to Landlord within ten (10) business days after Tenant’s receipt thereof.  Tenant’s failure to execute and
deliver the Commencement Date Amendment shall not alter the actual Commencement Date hereunder, provided,
however, if Tenant fails to execute and return the Commencement Date Amendment within such 10business day
period, Tenant shall be deemed to have approved and confirmed the dates set forth therein.  No such deemed approval
shall relieve Tenant of its obligation to execute and return the Commencement Date Amendment (and such failure shall
constitute a default by Tenant hereunder).  

2.2 Extension Options.  Landlord hereby grants to Tenant two (2) options to extend the initial Term of this
Lease (each, an “Extension Option” and collectively, the “Extension Options”) for additional periods of three (3)
years each (each, an “Extension Term” and collectively, the “Extension Terms”) as set forth in Article 5 (Lease Term)
of the Basic Lease Provisions above, commencing when the then current Term of this Lease expires, upon each and all
of the following terms and conditions:

2.2.1 Conditions to Exercise.  Tenant shall have no right to exercise either of the Extension Options
(a) during the period commencing with the giving of any notice of default under this Lease and continuing until the
noticed default is cured, or (b) during the period of time any monetary obligation due Landlord from Tenant is unpaid
(without regard to whether notice thereof is given to Tenant), or (c) if Tenant’s rights to exercise either of the Extension
Options have terminated pursuant to Section 2.2.2 (Limitations On, and Conditions To, Extension Options) below.

2.2.2 Limitations On, and Conditions To, Extension Options.  The applicable Extension Option is
personal to the original named Tenant executing this Lease and may not be assigned, voluntarily or involuntarily,
separate from or as part of this Lease.  At Landlord’s option, all rights of Tenant under this Section 2.2 (Extension
Option) shall terminate and be of no force or effect if any of the following individual events occur or any combination
thereof occur:  (a) Tenant has been in default beyond any applicable cure period at any time during the Lease Term, or
is in default beyond any applicable cure period of any provision of this Lease on the date Landlord receives the Option
Notices or at any time after the exercise of the applicable Extension Option and prior to the commencement of the
applicable Extension Term; and/or (b) Tenant has assigned its rights and obligations under all or part of this Lease or
Tenant has subleased all or part of the Premises in a transfer; and/or (c) Tenant’s financial condition is unacceptable to
Landlord at the time the Option Notice is delivered to Landlord, or Landlord's lender disapproves the applicable
Extension Option terms; and/or (d) Tenant has failed to exercise properly the applicable Extension Option in a timely
manner in strict accordance with the provisions of this Section 2.2 (Extension Option); and/or (e) Tenant no longer has
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possession of the entire Premises pursuant to this Lease, or if this Lease has been terminated earlier, pursuant to the
terms and provisions of this Lease; and/or (f) Tenant ceases to conduct the Permitted Use at the Premises.

2.2.3 Exercise of Extension Options.  Tenant shall deliver to Landlord, and Landlord shall 
receive, a written notice from Tenant no earlier than twelve (12) months and no less than nine (9) months prior to the
expiration of the then current Lease Term of the exercise of the applicable Extension Option for said additional term
(each, an “Option Notice” and collectively, the “Option Notices”), time being of the essence.  If said notification of
the exercise of the applicable Extension Option is not so given and received, the applicable Extension Option shall
automatically expire.

2.2.4 Rental Rate.  If the applicable Extension Option is properly exercised pursuant to the 
terms of this Section 2.2 (Extension Option), Base Rent for the applicable Extension Option shall equal one hundred
three percent (103%) of the Base Rent payable by Tenant during the last month of the then current Lease Term
immediately preceding the applicable Extension Option with fixed three percent (3%) annual increases, commencing
with the thirteenth (13th) month of the applicable Extension Term, in the amounts set forth in the rental chart below.

Base Rent for the First (1st) Extension Term:  
Months During the Lease Term Annual Rent Monthly Base Rent

1 – 12  

13 – 24  25 
– 36  

$409,772.63 $422,065.80
$434,727.78

$34,147.72
$35,172.15
$36,227.31

Base Rent for the Second (2nd) Extension Term:  

Months During the Lease Term Annual Rent Monthly Base Rent

1 – 12  

13 – 24  

25 – 36  

$447,769.61 $461,202.70
$475,038.78

$37,314.13
$38,433.56
$39,586.57

2.2.5 Rent Abatement During the First Extension Term.  Notwithstanding anything to the 
contrary contained herein and provided that Tenant (a) faithfully performs all of the terms and conditions of this Lease,
(b) no default by Tenant exists under the Lease beyond the expiration of any applicable notice and cure period, and (c)
Tenant exercises its first (1st) Extension Option, pursuant to the terms and conditions of this Section 2.2 (Extension
Options), Landlord hereby agrees that Tenant shall not be required to pay the monthly installments of Base Rent for the
sixth (6th), twenty-fourth (24th) and thirty-sixth (36th) full calendar months of the first (1st) Extension Term (the “First
Extension Term Abatement Period”).   During the First Extension Term Abatement Period, Tenant shall still be
responsible for the payment of all of its other monetary obligations under this Lease, including Operating Expenses,
Shared Expenses and Taxes.  In the Event of Default by Tenant under the terms of this Lease that results in termination
of this Lease in accordance with the provisions of Article 16 (Default – Remedies) hereof, then as a part of the
recovery set forth in Article 16 (Default – Remedies) of this Lease, Landlord shall be entitled to the recovery of the
Base Rent that was abated under the provisions of this Section 2.2.5 (Rent Abatement During the First Extension
Term).

2.2.6 Time is of the Essence.  Time is of the essence with respect to each and every time 
period described in this Section 2.2 (Extension Option).

2.3 Early Access.  Commencing on the date this Lease has been fully executed and delivered by the parties
hereto until the date immediately prior to the Commencement Date (the “Early Access Period”), and so long as (i)
Landlord has received the first (1st) monthly installment of Base Rent pursuant to Section 1.2 above, and the Security
Deposit (to be maintained pursuant to the terms of Article 7 below), and (ii) Landlord has received insurance
certificates evidencing that Tenant is carrying the insurance required to be carried by Tenant pursuant to the terms of
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Article 9 below, Tenant shall have the right to access the Premises for the purpose of obtaining measurements and for
the purpose of ordering necessary furniture, fixtures and equipment for Tenant’s Permitted Use; provided, however,
that during such Early Access Period, all of the terms and conditions of this Lease shall apply, including, without
limitation, Tenant’s obligation to pay to Landlord all sums and charges required to be paid by Tenant under this Lease.
 Further, no work shall be performed during the Early Access Period by Tenant or its contractors within the Premises
without first obtaining Landlord's prior written approval including approval of plans for any cabling, wiring or other
work which may affect systems or structure or be visible from outside the Premises and shall be performed in strict
accordance with the terms of Article 11 of this Lease, and all contractors shall comply with the Building's construction
rules and regulations.  Subject to the foregoing, during such Early Access Period, Tenant shall not be obligated to pay
Base Rent or Operating Expenses, Shared Expenses or Taxes for the Premises so accessed by Tenant until the
occurrence of the Commencement Date.

ARTICLE 3 OPERATING EXPENSES AND TAXES  

3.1 Additional Rent.  In addition to the utilities and services to be arranged and paid for by Tenant directly as
more particularly set forth in Article 5 (Utilities and Services) below, Tenant shall pay Landlord, as Additional Rent,
Operating Expenses, Shared Expenses and Taxes pursuant to this Article 3 (Operating Expenses and Taxes).  Tenant
agrees to pay monthly, as Additional Rent one-twelfth (1/12) of Landlord’s estimate of Tenant’s Operating Expenses,
Taxes and Shared Expenses for the then current calendar year.   Landlord shall give Tenant written notice of such
estimated amounts, and Tenant shall pay such amounts monthly to Landlord at the same time as Base Rent.  As soon as
is reasonably practicable following the end of each calendar year, Landlord will submit to Tenant a statement showing
actual Operating Expenses, Shared Expenses and Taxes for the preceding calendar year along with a reconciliation of
Tenant’s estimated payments as compared to the actual amounts payable by Tenant for such calendar year (each, an
“Operating Statement”).  Within thirty (30) days after receipt of an Operating Statement, Tenant shall pay Landlord
any additional amounts owed as shown on the Operating Statement or if  Operating Expenses, Shared Expenses and
Taxes payable by Tenant hereunder is less than the payments actually made by Tenant for Operating Expenses, Shared
Expenses and Taxes then within thirty (30) days of receipt of an Operating Statement, Landlord shall pay or credit to
Tenant the amount of such overpayment.  Any payments due under this Article 3 (Operating Expenses and Taxes) shall
be prorated for any partial calendar year.  Tenant’s obligation to pay any amounts due under this Article 3 (Operating
Expenses and Taxes) shall survive the Expiration Date or earlier termination of this Lease.

3.2 Operating Expenses.  For purposes of this Lease, “Operating Expenses” shall mean the aggregate of
those costs and expenses paid or incurred by or on behalf of Landlord relating to the ownership, management,
maintenance and operation of the Building, including without limitation insurance costs and costs incurred by Landlord
to fulfill its obligations under this Lease , excluding those costs and expenses for which Tenant is directly responsible
under the terms of this Lease, and including a market standard management fee of five percent (5%) of the Base Rent.
  In addition, if and to the extent Landlord or an affiliate of Landlord owns or operates properties adjacent to the
Premises or if it is a shared amenity such as a driveway or shared parking areas and Landlord determines that the
sharing of expenses among the properties is prudent, Landlord shall allocate to the Building a fair and equitable share
of such expenses from time to time, which expenses shall be included in Operating Expenses payable by Tenant
hereunder.   Such shared expenses may include, without limitation, costs for sewer, water, landscaping, costs to
maintain shared driveways, and other shared services and utilities (“Shared Expenses”).  If and to the extent Shared
Expenses are allocated to the Building and charged to Tenant, Landlord shall provide reasonable backup indicating the
shared expense and the method of allocation of the shared expenses among the buildings and tenants receiving or
benefitting from the services at issue.

3.3 Real Property Taxes.   In addition to the payment of Operating Expenses and Shared Expenses, Tenant
shall pay to Landlord, as Additional Rent, Taxes, defined below (the “Tax Payment”) for the tax year period adopted
by any applicable governmental authority as its fiscal year for real estate tax purposes.  Tenant agrees to pay monthly,
as Additional Rent, one-twelfth (1/12) of Landlord’s estimate of Tenant’s Tax Payment for the then current calendar
year.  Landlord shall give Tenant written notice of such estimated amounts, and Tenant shall pay such amounts monthly
to Landlord at the same time as Base Rent.  As soon as is reasonably practicable following the end of each calendar
year, Landlord will submit to Tenant a statement showing Taxes for the preceding calendar year along with a
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reconciliation of Tenant’s estimated payments as compared to Tenant’s actual Tax Payment for such calendar year
(each, a “Tax Statement”).  Within thirty (30) days after receipt of a Tax Statement, Tenant shall pay Landlord all
amounts calculated under this Section 3.3 (Real Property Taxes).  Taxes shall be prorated for any partial calendar year.
 Tenant’s obligation to pay any amounts due under this Section 3.3 (Real Property Taxes) shall survive the Expiration
Date or earlier termination of this Lease.  For purposes of this Lease,  “Taxes” shall mean the amount of all taxes, fees,
assessments and governmental charges levied against the tax parcel(s) owned by Landlord of which the Project forms a
part (collectively, the “Tax Parcel”) or its operation, including without limitation, any charges, fees or assessments for
services provided to the Tax Parcel for any whole or partial Tax year or period occurring during the initial Lease Term
and any Extension Term as well as all expenses incurred in obtaining a refund of or contesting in good faith any Taxes
or any other tax or assessment imposed upon Landlord or the owner of the Tax Parcel, or the occupancy, rents, gross
receipts or income therefrom, in substitution for or in addition to any of the foregoing Taxes, including any tax
imposed upon the transaction or based upon a reassessment of the Premises due to construction, or a change in
ownership or transfer of all or part of any interest in the Project.  Notwithstanding anything to the contrary contained in
this Section 3.3, there shall be excluded from Taxes (i) all excess profits taxes, documentary transfer taxes, franchise
taxes, gift taxes, capital stock taxes, inheritance and succession taxes, estate taxes, federal and state net income taxes,
and other taxes to the extent applicable to Landlord’s net income (as opposed to rents, receipts or income attributable to
operations at the Project), (ii) any items included as Operating Expenses, and (iii) any items paid by Tenant under
Article 3 of this Lease.

3.4 Personal Property Taxes.  Tenant at all times shall be responsible for and shall pay, prior to delinquency,
all taxes assessed or levied upon its occupancy of the Premises, and/or leasehold improvements, upon the trade
fixtures, furnishings, equipment, and all other personal property of Tenant located in or about the Premises and when
possible, Tenant shall cause such leasehold improvements, trade fixtures, furnishings, equipment and other personal
property to be assessed and billed separately from the property of Landlord.  

3.5 Cap on Controllable Expenses.   Notwithstanding anything to the contrary contained in this Article 3
(Operating Expenses and Taxes), the aggregate “Controllable Expenses” (as hereinafter defined) included in Operating
Expenses in any Lease year shall not increase by more than three percent (3%) on an annual, cumulative and
compounded basis, over the actual aggregate Controllable Expenses included in Operating Expenses for any preceding
Lease year, but with no such limit on the amount of Controllable Expenses which may be included in the Operating
Expenses incurred during the first (1st) year of this Lease.  For purposes of this Article 3 (Operating Expenses and
Taxes), “Controllable Expenses” shall mean all Operating Expenses except:  (a) insurance carried by Landlord with
respect to the Project and/or the operation thereof; (b) costs of capital expenditures which constitute Operating
Expenses under Section 3.2 [Operating Expenses]) above; and (c) utilities.  It is further understood that Taxes are paid
separately by Tenant as set forth in Section 3.3, and are not Controllable Expenses.

3.6 Exclusions to Operating Expenses. Notwithstanding anything in the Lease to the contrary, the parties
agree that “Operating Expenses” shall expressly exclude the following:  

(i) the costs of repairs to the Building, if the costs of such repairs are reimbursed by the insurance
carried by Landlord or subject to award under any eminent domain proceeding;

(ii) the cost of tenant improvements made for new tenant(s) of the Building or Project;  

(iii) costs of interest on debt or amortization on any mortgages, and rent payable under any ground lease
of the Project;

(iv) salaries and fringe benefits for officers, employees and executives except as covered by the
management fee;  

(v) costs for which Landlord has been compensated by a management fee, and any management fees in
excess of those management fees which are normally and customarily charged by landlords of other
comparable Buildings in the vicinity of the Project;
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(vi) any ground lease rental or charges;

(vii) the costs and expenses incurred in leasing equipment or systems, the cost of such equipment or
systems which would ordinarily constitute a capital expenditure if the equipment or systems were
purchased (but such costs may constitute Operating Expenses as set forth above with respect to
certain capital expenditures);

(viii) costs incurred by Landlord that Landlord is reimbursed for by insurance proceeds, other occupants of
the Building or Project, or other third parties;  

(ix) depreciation, amortization or interest payments;  

(x) marketing costs, including without limitation, leasing commissions, attorneys’ fees and other costs
and expenses incurred in connection with lease, sublease and/or assignment negotiations and
transactions with Tenant or present or prospective Tenants or other occupants of the Building or
Project;

(xi) overhead and profit increment paid to Landlord or to subsidiaries or affiliates of Landlord for goods
and/or services in or to the Building or Project to the extent the same exceeds the costs of such goods
and/or services rendered by unaffiliated third parties on a competitive basis;  

(xii) costs incurred due to Landlord’s or any tenant of the Project’s violation, other than Tenant, of the
terms and conditions of any lease or rental agreement in the Project or costs incurred by Landlord
due to a violation of laws or recorded covenants by Landlord or its employees, agents or contractors,
or by any other Tenant, occupant or user of the Building or Project.  

(xiii) costs (including in connection therewith all attorneys’ fees and costs of settlement judgments and
payments in lieu thereof) arising from claims, disputes or potential disputes in connection with
potential or actual claims, litigation, or arbitrations pertaining to Landlord and/or the Building or
Project;

(xiv) costs associated with the operation of the business of the partnership or entity which constitutes
Landlord, including general corporate overhead, accounting and legal matters, the costs of selling,
syndicating, financing, mortgaging or hypothecating any of Landlord’s interest in the Building or
Project, any “in-house” legal and/or accounting fees, costs of any disputes between Landlord and its
employees, agents, contractors or other third parties, or fees paid in connection with disputes with
other Tenants;

(xv) costs or expenses of utilities directly metered to Tenants of the Project or Building and paid
separately by such Tenants;  

(xvi) All costs which are capital in nature excepting capital costs which are: (i) reasonably expected to
reduce the normal Common Area Operating Expenses (including all utility costs) of the Project as
amortized using a commercially reasonable interest rate over the time period reasonably estimated by
Landlord to recover the costs thereof taking into consideration the anticipated cost savings, as
determined by Landlord using its good faith, commercially reasonable judgment; (ii) improvements
made in order to comply with any Applicable Requirement promulgated by any governmental
authority after the Commencement Date or any interpretation hereafter rendered with respect to any
existing Applicable Requirement after the Commencement Date, as amortized using a commercially
reasonable interest rate over the useful economic life of such improvements as determined by
Landlord in its reasonable discretion; and
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3.7 Purpose. The purpose of this paragraph is to fairly reimburse Landlord for the increased costs of those
Operating Expenses for operating, maintaining, repairing, and managing the Project and paying the Real Property
Taxes on the Project which benefit all of the Project occupants.  The reimbursement is meant to keep Landlord’s return
on its capital investment as represented by the Base Rent undiminished by these increased Operating Expenses and
Real Property Taxes, not to provide an additional source of profit to Landlord. Accordingly, the purpose described
above and the following principles are a statement of the parties’ intent regarding Operating Expenses.

(i) Landlord will operate, maintain, repair, and manage the Project and Building in a manner similar to
similar office projects/buildings in the Los Angeles, California metropolitan area.

(ii) Operating Expenses must be directly attributable to the operation, maintenance, management, and repair
of the Project and Building as determined under generally accepted commercial retail space accounting
principles consistently applied.

(iii) Landlord shall perform its obligations in a cost-effective manner.

(iv) Operating Expenses should be the types of costs that are generally incurred by other prudent building
operators of comparable retail buildings/projects in the Los Angeles, California metropolitan area.

(v) The Operating Expenses and Real Property Taxes shall be reasonably and accurately calculated by
Landlord.

3.8 Audit Rights.   In the event Tenant disputes the amount of the Operating Expenses set forth in the
Operating Statement for the particular calendar year delivered by Landlord to Tenant pursuant to Section 3.1 above,
Tenant shall have the right, but not more frequently than once during any calendar year, at Tenant’s cost, after ninety
(90) days prior written notice to Landlord, to have Tenant’s authorized employees or agents inspect, at Landlord’s
office during normal business hours, Landlord’s books, records and supporting documents concerning the Operating
Expenses set forth in such Operating Statement; provided, however, Tenant shall have no right to conduct such
inspection, have an audit performed by the Accountant as described below, or object to or otherwise dispute the amount
of the Operating Expenses set forth in any such Operating Statement, unless Tenant notifies Landlord of such objection
and dispute, completes such inspection, and has the Accountant commence and complete such audit within six (6)
months immediately following Landlord’s delivery of the particular Operating Statement in question (the “Review
Period”); provided, further, that notwithstanding any such timely objection, dispute, inspection, and/or audit, and as a
condition precedent to Tenant’s exercise of its right of objection, dispute, inspection and/or audit as set forth in this
Section 3.8, Tenant shall not be permitted to withhold payment of, and Tenant shall timely pay to Landlord, the full
amounts as required by the provisions of this Article 3 in accordance with such Operating Statement.  However, such
payment may be made under protest pending the outcome of any audit which may be performed by the Accountant as
described below.  In connection with any such inspection by Tenant, Landlord and Tenant shall reasonably cooperate
with each other so that such inspection can be performed pursuant to a mutually acceptable schedule, in an expeditious
manner and without undue interference with Landlord’s operation and management of the Building.   If after such
inspection and/or request for documentation, Tenant still disputes the amount of the Operating Expenses set forth in the
Operating Statement, Tenant shall have the right, within the Review Period, to cause an independent certified public
accountant which is not paid on a contingency basis and which is mutually approved by Landlord and Tenant (the
“Accountant”) to complete an audit of Landlord’s books and records pertaining to Operating Expenses to determine
the proper amount of the Operating Expenses incurred and amounts payable by Tenant for the calendar year which is
the subject of such Operating Statement.  Such audit by the Accountant shall be final and binding upon Landlord and
Tenant.  If Landlord and Tenant cannot mutually agree as to the identity of the Accountant within ninety (90) days after
Tenant notifies Landlord that Tenant desires an audit to be performed, then the Accountant shall be one of the “Big 4”
accounting firms, which is not paid on a contingency basis and which is selected by Tenant and reasonably approved
by Landlord.  If such audit reveals that Landlord has over-charged Tenant, then within ninety (90) days after the results
of such audit are made available to Landlord, Landlord shall reimburse to Tenant the amount of such over-charge.  If
the audit reveals that the Tenant was under-charged, then within ninety (90) days after the results of such audit are
made available to Tenant, Tenant shall reimburse to Landlord the amount of such under-charge.  
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Tenant agrees to pay the cost of such audit unless it is subsequently determined that Landlord’s original Operating
Statement which was the subject of such audit was in error to Tenant’s disadvantage by ten percent (10%) or more of
the total Operating Expenses which was the subject of such audit.  The payment by Tenant of any amounts pursuant to
this Article 3 shall not preclude Tenant from questioning the correctness of any Operating Statement provided by
Landlord at any time during the Review Period, but the failure of Tenant to object thereto, conduct and complete its
inspection and have the Accountant conduct and complete the audit as described above prior to the expiration of the
Review Period shall be conclusively deemed Tenant’s approval of the Operating Statement in question and the amount
of Operating Expenses shown thereon.  In connection with any inspection and/or audit conducted by Tenant pursuant to
this Section 3.8, Tenant agrees to keep, and to cause all of Tenant’s employees and consultants and the Accountant to
keep, all of Landlord’s books and records and the audit, and all information pertaining thereto and the results thereof,
strictly confidential, and in connection therewith, Tenant shall cause such employees, consultants and the Accountant to
execute such reasonable confidentiality agreements as Landlord may require prior to conducting any such inspections
and/or audits.

ARTICLE 4 TENANT’S CONDUCT OF BUSINESS

4.1 Permitted Use.  Subject to the provisions of this Article 4 (Tenant’s Conduct of Business), the Premises
shall be used and occupied solely for the use set forth in Section 10 (Permitted Use) of the Basic Lease Provisions (the
“Permitted Use”).  Tenant shall use in the transaction of business in the Premises Tenant’s Trade Name, if any, set
forth in Section 3 (Tenant’s Trade Name) of the Basic Lease Provisions.  Tenant covenants to open for business to the
public with the Premises fully fixturized as soon as commercially reasonable following the Commencement Date, and
shall operate the Premises throughout the Lease Term for the Permitted Use in a first class manner and in compliance
with all Applicable Laws and in accordance with the terms and conditions of this Lease.

4.2 Tenant’s Operations.  Tenant shall, at Tenant’s sole cost and expense:   (a) comply with the Rules and
Regulations of Landlord, attached hereto as Exhibit B (Rules and Regulations), as such may be amended from time to
time; (b) secure and maintain a business license and all other applicable governmental approvals; (c) employ its best
judgment, efforts and abilities to operate the business conducted by it on the Premises in a professional and marketable
manner; (d)  keep and maintain within the Premises an adequate stock of merchandise and trade fixtures to service and
supply the usual and ordinary requirements of its customers; (e) keep the Premises and interior and exterior portions of
windows, doors and all other glass or plate glass fixtures in a neat, clean, sanitary and safe condition; (f) cause all trash
to be removed promptly; (g) provide adequate security for its Permitted Use; and (h) keep sidewalks adjacent to the
Premises and parking areas clean from visible trash, papers, oil, gum and other debris.

4.3 Common Areas and Parking. Except for the Parking Spaces and Stackers below and subject to and in
accordance rules and regulations for the Project and in compliance with all Applicable Laws, Tenant and its customers,
employees and agents shall have the right to use in common with others occupying the Project all areas and facilities
outside the Premises and within the Land that are designated by Landlord from time to time for use by tenants and
occupants of the Project (the “Common Areas”), including the parking area serving the Project (the “Parking Area”),
the loading dock serving the Building and any common trash area maintained for the Project.  At Tenant’s option, a
valet parking program may be implemented at the Project and the cost thereof shall be borne exclusively by Tenant.
 Tenant shall have the exclusive right to use the five (5) parking spaces in the Parking Area at the Project (the “Parking
Spaces”) and the four (4) stackers located at the rear of the Premises (the “Stackers”) during the initial Lease Term,
and, if applicable, the Extension Term(s).  Tenant shall have the right to use the Parking Spaces and Stackers free of
charge during the initial Term of the Lease.  Tenant’s use and operation of the Stackers shall be at Tenant’s sole risk,
and the terms of Section 9.4 (Indemnification) and Section 9.6 (Tenant’s Waiver) shall apply to Tenant’s use and
operation of the Stackers.   In addition, all costs associated with maintenance, repair and operation of the Common
Areas, including, without limitation, the Parking Spaces and the Stackers, shall be included in Operating Expenses
payable by Tenant under the terms of this Lease.  Landlord specifically reserves the right, from time to time, to change
the size, configuration, design, layout, location and all other aspects of the Parking Area, and Tenant acknowledges and
agrees that Landlord, from time to time, may, without incurring any liability to Tenant and without any abatement of
Rent under this Lease temporarily close-off or restrict access to the Parking Area, or temporarily relocate Tenant’s
parking spaces to other parking structures and/or surface parking areas within a reasonable distance from the Parking
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Area, for purposes of permitting or facilitating any such construction, alteration or improvements or to accommodate
or facilitate renovation, alteration, construction or other modification of other improvements or structures located on
the Project.   Landlord shall not unreasonably interfere with Tenant’s ability to use the Premises in the exercise of
Landlord’s control over the Common Areas, and shall not make any changes or take any actions that materially
adversely impact Tenant and its customers, employees, and agents’ access to the Premises, or otherwise materially
adversely affect Tenant’s use of the Premises.  

4.4 Hazardous Materials.  Tenant shall not cause or permit any Hazardous Materials (defined below) to be
brought upon, kept or used in or about the Premises by Tenant, its agents, employees, contractors or invitees, and shall
not conduct or authorize the use, generation, transportation, storage, treatment or disposal at the Premises of any
Hazardous Materials other than those expressly permitted, in writing, by Landlord provided, however, so long as
Tenant complies with all Applicable Laws in connection therewith, Tenant may use, handle and store within the
Premises janitorial supplies normally used in to clean similar retail premises in small quantities as necessary for regular
maintenance and the conduct of Tenant’s business at the Premises.  If Tenant breaches the obligation stated above, or if
the presence of Hazardous Materials on the Premises caused or permitted by Tenant (including Hazardous Materials
specifically permitted and identified below) results in contamination to the Premises, or any portion of the real property
surrounding the Premises (the “Adjacent Property”), or if contamination of the Premises or Adjacent Property by
Hazardous Materials otherwise occurs for which Tenant is legally liable to Landlord for damages resulting therefrom,
then Tenant shall be liable and responsible for, without limitation, (i) removal from the Premises or Adjacent Property
of any Hazardous Materials and the cost of such removal; (ii) damages to persons or property in or on the Premises or
Adjacent Property; (iii) claims resulting therefrom; (iv) fines imposed by any governmental agency; and (v) any other
liability as provided by law.  In addition to the foregoing, Tenant shall indemnify, protect, defend and hold Landlord, its
agents and contractors harmless from any and all claims, judgments, damages, penalties, fines, costs, liabilities and
losses (including diminution in value of the Premises or Adjacent Property ), damages for the loss or restriction on use
of rentable or usable space or of any amenity of the Premises or Adjacent Property, damages arising from any adverse
impact on marketing of space at the Adjacent Property, and sums paid in settlement of claims, attorneys’ fees,
consultant fees and expert fees, which arise during or after the Lease Term as a result of such contamination.  This
indemnification of Landlord by Tenant includes, without limitation, costs incurred in connection with any investigation
of site conditions or any cleanup, remedial, removal or restoration work required by any federal, state or local
governmental agency or political subdivision because of Hazardous Materials present in the soil or ground water on or
under the Premises and arising out of breach of Tenant’s obligation under this Section 4.4 (Hazardous Materials).
 Without limiting the foregoing, if the presence of any Hazardous Materials within the Premises caused or permitted by
Tenant results in any contamination of the Premises, Tenant shall promptly take all actions, at its sole expense, as are
necessary to return the Premises to the condition existing prior to the introduction of any such Hazardous Material,
provided that Landlord’s approval of such action shall first be obtained, which approval shall not be unreasonably
withheld so long as such actions would not potentially have any material adverse long term or short term effect on the
Premises or the Adjacent Property and are permitted by any lender of Landlord having a first priority lien on the
Premises or any portion thereof.   Landlord confirms that it has received no written notice of the existence of any
violation of Applicable Laws governing Hazardous Materials existing at the Project, as of the date of this Lease.  To the
extent it is determined that Hazardous Materials exists at the Project as of the Commencement Date in violation of
Applicable Laws governing Hazardous Materials, and such violation does not arise out of any acts or omissions of
Tenant, its agents, employees or contractors, Landlord shall promptly take such action as is necessary to comply with
such Applicable Laws at no cost to Tenant.  If, following the Commencement Date, the Project becomes contaminated
with Hazardous Materials in violation of Applicable Laws governing Hazardous Materials, and such violation does not
arise out of any acts or omissions of Tenant, its agents, employees or contractors, Landlord shall promptly take such
action as is necessary to comply with such laws, or if the violation of Applicable Laws governing Hazardous Materials
arises out of the acts or negligence of third parties, Landlord shall exercise commercially reasonable efforts to cause
such third parties to take such action as is necessary to comply with such laws.  The cost of any such actions shall be
the responsibility of Landlord and shall not be passed on to Tenant as Additional Rent.  

4.4.1 Definition of Hazardous Materials.  As used herein, the term “Hazardous Materials”
or “Hazardous Material” means any hazardous or toxic substance, material or waste which is or becomes regulated
by any local governmental authority, the State or the United States Government.  Hazardous Materials include, without
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limitation, any material or substance which is or becomes (i) designated as a “hazardous substance” pursuant to
Section 311 of the Federal Water Pollution Control Act (33 U.S.C. Section 1317), (ii) defined as “hazardous waste”
pursuant to Section 1004 of the Federal Resource Conservation and Recovery Act, 42 U.S.C. Section 6901 et. seq. (42
U.S.C. Section 6903), (iii) defined as a “hazardous substance” pursuant to Section 101 of the Comprehensive
Environmental Response Compensation and Liability Act, 42 U.S.C. Section 601 et. seq. (42 U.S.C. Section 9601),
(iv) petroleum or petroleum product or fraction thereof, or (v) asbestos; or (vi) defined as a “hazardous waste,”
“extremely hazardous waste” or “restricted hazardous waste” under Sections 25115, 25117 or 25122.7, or listed
pursuant to Section 25140, of the California Health and Safety Code, Division 20, Chapter 6.5 (Hazardous Waste
Control Law), (vii) defined as a “hazardous substance” under Section 25316 of the California Health and Safety Code,
Division 20, Chapter 6.8 (Carpenter-Presly-Tanner Hazardous Substance Account Act), (viii) defined as a “hazardous
material,” “hazardous substance” or “hazardous waste” under Section 25501 of the California Health and Safety Code,
Division 20, Chapter 6.95 (Hazardous Materials Release Response Plans and Inventory), (ix) defined as a “hazardous
substance” under Section 25281 of the California Health and Safety Code, Division 20, Chapter 6.7 (Underground
Storage of Hazardous Substances), or (x) listed under Section 6.6 and defined as hazardous or extremely hazardous
pursuant to Article 11 of Title 22 of the California Administrative Code, Division 4, Chapter 20, Article 11 of Title 22
of the California Administrative Code, Division 4, Chapter 20.   The term “Hazardous Materials” also includes,
without limitation, any material or substance which is (a) defined or listed as a “hazardous waste”, “extremely
hazardous waste”, “restrictive hazardous waste” or “hazardous substance” or considered a waste, condition of pollution
or nuisance under any other environmental law; (b) polychlorinated biphenyl; (c) flammable explosives; or (d) urea
formaldehyde.  It is the intent of the parties hereto to construe the terms “Hazardous Materials” and “environmental
law” in their broadest sense.

4.5 Compliance with Laws and Other Requirements.   Tenant shall cause the Premises to comply in all
respects with all laws, ordinances, regulations and directives of any governmental authority having jurisdiction
including any certificate of occupancy and any law, ordinance, regulation, covenant, condition or restriction applicable
to the Premises and further including any covenants, conditions or restrictions now or hereafter recorded against or
affecting the Land (collectively “Applicable Laws”).  Tenant shall be fully responsible for the compliance with all
Applicable Laws within the Premises and for all means of ingress and egress to the Premises, including, without
limitation, parking areas and driveways serving the Premises.  Tenant shall not use the Premises or permit the Premises
to be used in any manner which (i) violates any Applicable Laws, (ii) causes or is reasonably likely to cause damage to
the Premises, (iii) violates a requirement or condition of any fire and extended insurance policy covering the Premises
or increases the cost of such policy, (iv) increases the existing rate of, invalidate, or affect in any other way any fire or
other insurance carried on the Premises and/or the Land or any of its contents, or causes a cancellation of any insurance
policy covering the Land or any part thereof or any of its contents, (v) constitutes or is reasonably likely to constitute a
nuisance, annoyance or inconvenience to neighboring owners or occupants or their equipment, facilities or systems,
(vi) interferes with, or is reasonably likely to interfere with, the transmission or reception of microwave, television,
radio, telephone or other communications signals by antenna or other facilities located at the Premises; or (vii) violates
any of the Rules and Regulations.  Tenant shall also comply with all laws, ordinances and regulations regarding the
disclosure of the presence or danger of Hazardous Materials.

4.6 Required Accessibility Disclosure.   Landlord hereby advises Tenant that the Project has not undergone
an inspection by a certified access specialist, and except to the extent expressly set forth in this Lease, Landlord shall
have no liability or responsibility to make any repairs or modifications to the Premises or the Project in order to
comply with accessibility standards.  The following disclosure is hereby made pursuant to applicable California law:

“A Certified Access Specialist (CASp) can inspect the subject premises and determine whether the subject
premises comply with all of the applicable construction-related accessibility standards under state law.
Although state law does not require a CASp inspection of the subject premises, the commercial property
owner or lessor may not prohibit the lessee or tenant from obtaining a CASp inspection of the subject
premises for the occupancy or potential occupancy of the lessee or tenant, if requested by the lessee or
tenant. The parties shall mutually agree on the arrangements for the time and manner of the CASp
inspection, the payment of the fee for the CASp inspection, and the cost of making any repairs necessary to
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correct violations of construction-related accessibility standards within the premises.” [Cal. Civ. Code
Section 1938(e)]  

Any CASp inspection shall be conducted in compliance with reasonable rules in effect at the Building with regard to
such inspections and shall be subject to Landlord’s prior written consent.

ARTICLE 5 UTILITIES AND SERVICES

5.1 Utilities.  Tenant agrees to make all arrangements for and to be solely responsible for the direct payment
of all utility services for the Premises, including all utility hook-up connection charges, fees and taxes, supplied to
Tenant for Tenant’s use in or about the Premises (including electric, natural gas, telephone, internet, cable television,
janitorial services, and any other special utility requirements of Tenant), if any, and shall make such payments to the
respective utility companies prior to delinquency.  Electricity and water provided to the Premises is currently separately
metered or submetered.  With the exception of the existing electrical and water meter or submeter, Landlord shall not
be responsible for providing any meters or other devices for the measurement of utilities or services supplied to the
Premises.  Tenant shall make application for and arrange for the installation of all additional meters or other devices.
  To allow for compliance with Building performance benchmarking and disclosure regulations, and to facilitate
implementation of sustainable improvements to the Premises, Tenant shall: (a) retain copies of its “utility data”, which
includes, but is not limited to, Tenant’s utility bills and invoices pertaining to Tenant’s energy, water, and trash usage at
the Premises during the Lease Term, and (b) upon request, provide Landlord with copies of such “utility data”.  Tenant
further agrees, upon Landlord’s request, to execute utility release forms provided by the applicable utility or
municipality to expedite the data collection process.

5.2 Waiver of Liability.  No interruption in, or temporary stoppage of, any of the aforesaid services caused
by repairs, renewals, improvements, alterations, strikes, lockouts, labor controversy, accidents, inability to obtain fuel
or supplies, or other causes shall be deemed an eviction or disturbance of Tenant’s use and possession, or render
Landlord liable for damages, by abatement of Rent or otherwise or relieve Tenant from any obligation herein set forth.
 Furthermore, Landlord shall not be liable under any circumstances for loss of, or injury to, property or for injury to, or
interference with, Tenant’s business including loss of profits or consequential damages, however occurring, through or
in connection with or incidental to (a) any failure to supply any heat, air conditioning, elevator, cleaning, lighting,
security or other service Landlord has agreed to supply, (b) any surges or interruptions in electricity, or (c) the breakage
or failure of any telephone lines, wires or cables at the Premises, whether or not caused by any negligence of Landlord
or by Landlord’s installation of, maintenance of or failure to maintain any of the foregoing.  In no event shall Landlord
be required to provide any heat, air conditioning, electricity or other service in excess of that permitted by voluntary or
involuntary guidelines or laws, ordinances or regulations of any governmental authority.

5.3 Heating, Ventilating and Air Conditioning.  Tenant shall be solely responsible for installing as part of
Tenant’s Work all systems and equipment necessary to distribute HVAC services to and throughout the Premises,
including the cost of installation of all ducting and vents to provide HVAC service to the Premises as configured by
Tenant through the completion of Tenant’s Work.   Tenant shall pay the cost for all heating, air conditioning and
ventilation service provided to the Premises, including the cost of maintaining, repairing and replacing the HVAC
equipment serving the Premises, including filters (the “HVAC Equipment”), as and when needed.  Pursuant to Section
8.2 (Tenant’s Maintenance Obligations) below, Tenant shall arrange and pay for a service contract for the maintenance,
repair and replacement of the HVAC Equipment serving the Premises.  The costs for such service and maintenance
contract shall be paid by Tenant directly to the service/maintenance provider.  Tenant will also carry insurance covering
said equipment and will provide proof of insurance satisfactory to Landlord on said equipment upon occupancy.
  Subject to Tenant’s indemnification of Landlord as set forth in Section 9.4 (Indemnification) below, and without
relieving Tenant of liability resulting from Tenant’s failure to exercise and perform good maintenance practices, if the
HVAC Equipment cannot be repaired other than at a cost which is in excess of fifty percent (50%) of the cost of
replacing such items, then the HVAC Equipment shall be replaced by Landlord, and the cost thereof shall be prorated
between Landlord and Tenant and Tenant shall only be obligated to pay, each month during the remainder of the Lease
Term, on the date on which Base Rent is due, the monthly portion of the amortized cost of the replacement reasonably
attributable to the Premises, amortized on a straight line basis over a one hundred forty-four (144) month period or
[FINAL EXECUTION COPY] -13- 8303 MELROSE AVENUE

SMRH:4888-9988-7969.11 Lulu’s Fashion Lounge, LLC

062923  54RL-374105



DocuSign Envelope ID: 8AD56723-1CA7-49A1-A144-808922A962D5

such replacement’s useful life (as determined in a manner and on terms consistent with generally accepted real estate
accounting practices), whichever is greater.  Tenant shall pay Interest on the unamortized balance but may prepay its
obligation at any time.

5.4 Cleaning and Janitorial Services.   Tenant shall provide trash receptacles for the Premises and shall
arrange for the regular emptying of trash.  Tenant shall also arrange and pay for all cleaning and janitorial services for
the Premises, including all restrooms within the Premises.

5.5 Abatement of Rent When Tenant Is Prevented From Using Premises.   In the event that Tenant is
prevented from using, and does not use, the Premises or any portion thereof, for five (5) consecutive business days, or
after ten (10) non-consecutive business days within any twelve (12) month period during the Lease Term (the
“Eligibility Period”), as a result of (i)  any failure by Landlord to provide to the Premises any of the essential utilities
and services required to be provided in Article 5, or (ii) any failure by Landlord to provide access to the Premises,  then
Tenant’s obligation to pay Base Rent and Operating Expenses shall be abated or reduced, as the case may be, from and
after the first (1st) day following the Eligibility Period and continuing until such time that Tenant continues to be so
prevented from using, and does not use, the Premises or a portion thereof, in the proportion that the rentable square feet
of the portion of the Premises that Tenant is prevented from using, and does not use, bears to the total rentable square
feet of the Premises; provided, however, that Tenant shall only be entitled to such abatement of rent if the matter
described in clauses (i) or (ii) of this sentence arises out of or results from Landlord’s gross negligence or willful
misconduct; provided, further, that Tenant shall not be entitled to abatement or reduction of Rent to the extent the
matters described in clauses (i) or (ii) above arise out of or results from a matter outside of Landlord’s reasonable
control.  To the extent Tenant shall be entitled to abatement of rent because of a damage or destruction pursuant to
Article 13 (Damage by Fire or Other Casualty) or a taking pursuant to Article 14 (Eminent Domain), then the terms of
this Section 5.5 shall not be applicable.

ARTICLE 6 CONDITION AND DELIVERY OF POSSESSION OF THE PREMISES

6.1 Delivery Condition.  Landlord shall not be obligated to provide or pay for any improvement, remodeling
or refurbishment work or services related to the improvement, remodeling or refurbishment of the Premises, and
Tenant shall accept the Premises in its “AS-IS” condition on the Commencement Date.   Tenant shall have no
obligation hereunder to cure violations of conditions which existed at the Building or the Premises prior to the
occupancy of Tenant and the Commencement Date, except to the extent such violations exist by reason of any acts of
Tenant, its agents, employees or contractors.  By occupying the Premises, Tenant shall be deemed to have accepted the
Premises in their condition as of the date of such occupancy.  Landlord makes no guaranty, representation or warranty
to Tenant with respect to Tenant’s ability to use the Premises for the Permitted Use and/or to obtain any necessary
governmental permits or approvals therefor.  Prior to executing this Lease, Tenant, by and through Tenant's employees,
agents and representatives, or through professionals having appropriate qualifications, has conducted all inspections,
investigations and surveys of the Premises which Tenant deems necessary, advisable and appropriate. Tenant shall be
solely responsible to obtain all necessary governmental or regulatory approvals, permits and licenses applicable to the
Permitted Use. Notwithstanding the foregoing or anything to the contrary herein, Landlord agrees to deliver the
Premises to Tenant broom clean, with the existing plumbing, electrical systems, heating, ventilation and air-
conditioning in good working order (collectively the “Delivery Condition”).

6.2 Confirmation of Delivery Condition.   Notwithstanding the foregoing, if it is determined that the
Premises were not in good condition and in compliance with Applicable Laws, rules and regulations as of the
Commencement Date (including the "path of travel" to the Premises through the Common Areas complying with the
Americans with Disabilities Act), subject to any variance or grandfathered rights, and such non-compliance is not due
to Tenant’s particular use of, or activities or work in, the Premises, including installation of Tenant’s furniture,
equipment or improvements therein, Landlord shall (as Tenant's sole remedy therefor) correct such non-compliance at
Landlord’s cost within a commercially reasonable time after Landlord’s receipt of written notice thereof (provided that
such notice must be received within ninety (90) days following the Commencement Date).  
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ARTICLE 7 SECURITY DEPOSIT

7.1 Security Deposit.  Concurrently with the execution and delivery of this Lease, Tenant has deposited with
Landlord the sum specified in Section 11 (Security Deposit and First Month’s Base Rent) of the Basic Lease Provisions
as security for the full and faithful performance of every provision of this Lease to be performed by Tenant.  If Tenant
defaults with respect to any provision of this Lease, including the provisions relating to the payment of Rent, Landlord
may, at its option and without prejudice to any other remedy which Landlord may have at law or in equity, appropriate
the Security Deposit, or the portion thereof as may be deemed necessary, and use, apply, or retain all or any part of the
Security Deposit for the payment of any Rent and any other sum in default, or for the payment of any other amount
which Landlord may spend or become obligated to spend by reason of Tenant’s default, or to compensate Landlord for
any other loss or damage which Landlord may suffer by reason of Tenant’s default.   If any portion of the Security
Deposit is so used or applied, Tenant shall, within five
(5) days after written demand therefor, deposit with Landlord in an amount sufficient to restore the Security Deposit to
its original amount, and Tenant’s failure to do so shall be a breach of this Lease.   No interest shall be paid on the
Security Deposit.  Landlord shall not be required to keep the Security Deposit separate from its general funds, and no
trust relationship is created with respect to the Security Deposit.   As a condition to any assignment of this Lease,
Landlord may require an increase in the Security Deposit.   The Security Deposit or any balance thereof shall be
returned to Tenant (or, at Landlord’s option, to the last assignee of Tenant’s interest hereunder) within fourteen (14)
days following delivery of the Premises to Landlord, unless such funds are required for repairs of the Premises, in
which event any unappropriated balance then remaining shall be delivered to Tenant within thirty (30) days following
the expiration of the Lease Term and upon Tenant’s vacation of the Premises.  Tenant hereby waives the provisions of
Section 1950.7 of the California Civil Code, and all other provisions of Applicable Laws, now or hereinafter in force,
which restrict the amount or types of claims that a landlord may make upon a security deposit or imposes upon a
landlord (or its successors) any obligation with respect to the handling or return of security deposits.

7.2 Security Deposit Upon Lease Transfer.  Tenant acknowledges that Landlord has the right to transfer its
interest in the Premises and this Lease, and Tenant agrees that in event of any such transfer, Landlord shall have the
right to transfer the Security Deposit to the transferee and thereafter Landlord shall be released by Tenant from all
liability or obligation for the return of the Security Deposit, and Tenant agrees to look solely to such transferee for the
return of the Security Deposit.

ARTICLE 8 CARE OF THE PREMISES; SIGNS AND STOREFRONT

8.1 Definitions.  “Major Repair” means (a) all repairs to and replacements of the parking lot, which under
generally accepted commercial retail building accounting practices consistently applied, are properly classified as
capital expenditures, or that involves resurfacing all or any portion of the parking lot, (b) all repairs to or replacements
of footings, floor slabs, foundations, structural steel, exterior walls, load bearing walls and columns, curtain walls,
retaining walls, joists, roofs, window casings, and other similar structural components of the Building (the “Building
Structure”), and (c) skylights located in the Premises, gutters and downspouts.  “Non-Major Repair” shall mean any
maintenance or repair to the Premises or any portion thereof that is not a Major Repair.

8.2 Tenant’s Maintenance Obligations.  Subject to the express obligations of Landlord under this Lease, it is
intended by the parties hereto that Landlord have no obligation whatsoever to repair or maintain the Premises and this
Lease shall be a “triple net” Lease in all respects.  Tenant shall be responsible for and shall make, as and when needed,
at its sole cost and expense, all Non-Major Repairs, including, without limiting the generality of the foregoing, any
landscaping, plumbing, heating, ventilating and air conditioning systems, electrical and lighting facilities and
equipment serving the Premises, fixtures, interior walls and interior surfaces of exterior walls, ceilings, windows,
doors, plate glass, and elevators located within the Premises.  Tenant, in keeping the Premises in good order, condition
and repair, shall exercise and perform good maintenance practices, and shall maintain, with providers reasonably
approved by Landlord, such preventative maintenance contracts as Landlord reasonably requires, including without
limitation a maintenance contract for the heating, ventilating and air conditioning system serving the Premises and the
elevators serving the Premises.  Landlord reserves the right to procure and maintain the ventilating and air conditioning
system maintenance and elevator contract and if Landlord so elects, Tenant shall reimburse Landlord, upon demand
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for the cost thereof.  Tenant's obligations shall include restorations, replacements or renewals when necessary to keep
the Premises and all improvements thereon or a part thereof in good order, condition and state of repair, and otherwise
in the condition required under this Lease.   If Tenant fails to perform Tenant's obligations under this Section 8.2
(Tenant’s Maintenance Obligations) or under any other section of this Lease, Landlord may enter upon the Premises
after ten (10) days' prior written notice to Tenant (except in the case of emergency, in which no notice shall be
required) and perform such obligations on Tenant's behalf and put the Premises in good order, condition and repair, and
the cost thereof together with interest thereon at the maximum rate then allowable by law shall be due and payable as
Additional Rent to Landlord together with Tenant's next Base Rent installment.

8.3 Landlord’s Maintenance Obligations.   Landlord, subject to reimbursement as provided below, shall
make all Major Repairs in and to the Premises; provided, however, if the need for such repair is attributable to or
results from the business activity being conducted at the Premises, or if any repairs or replacements are necessitated by
the negligence or willful misconduct of Tenant or anyone claiming under Tenant or by reason of Tenant’s failure to
observe or perform any conditions or agreements contained in this Lease or caused by alterations, additions or
improvements made by Tenant, or anyone claiming under Tenant, then, in such case, the cost thereof shall be the sole
responsibility of Tenant and Tenant agrees to promptly reimburse Landlord for any costs and expenses incurred by
Landlord with respect to such repair.  Tenant agrees to reimburse Landlord for all costs Landlord incurs with respect to
making Major Repairs as Additional Rent, and such reimbursement shall be due and payable together with Tenant's
next Base Rent installment; provided, however, to the extent such Major Repair is properly classified under generally
accepted accounting principles consistently applied as capital expenditures that have a useful life for accounting
purposes of five (5) years or more, then Landlord shall allocate the cost of any such capital expenditure over a twelve
(12) year period and Tenant shall not be required to pay more than 1/144th of the cost of such capital improvement in
any given month. Landlord shall commence repairs it is required to do hereunder as soon as reasonably practicable
after receiving written notice from Tenant of the necessity of such repairs, but in no event shall Landlord be required to
make any other repairs, subject to the provisions of Articles 13 (Damage By Fire or Other Casualty) and 14 (Eminent
Domain) herein and Landlord shall have no liability for any damage or injury arising out of any condition or
occurrence causing a need for such repairs.  Tenant waives the provisions of Sections 1941 and 1942 of the Civil Code
of the State of California, or any superseding statute, and of any other law permitting Tenant to make repairs at
Landlord’s expense.

8.4 Storefront Design.  Tenant shall not, without Landlord’s prior written consent, make any changes to or
paint the store front without Landlord’s consent, which shall not be unreasonably withheld or delayed (and Landlord
agrees to make such determination in a manner consistent with storefronts of comparable properties for comparable
uses within a 2-mile radius of the Premises).

8.5 Signage.  Upon receipt of prior written approval of the City of Los Angeles, California, all applicable
permits, government approvals, and subject to Landlord’s written consent, not to be unreasonably withheld or delayed,
Tenant shall have the right to install and maintain in compliance with Applicable Laws, the maximum signage
permitted by law upon the Premises.  During the Lease Term, as may be extended, Tenant shall have the right, but not
the obligation, subject to all applicable permits and governmental approvals, to paint the exterior walls of the Building,
including with murals or other branded painting (the “Exterior Building Painting”), provided, however, prior to
commencing any such Exterior Building Painting if Tenant is utilizing an artist to paint the Exterior Building Painting
Tenant must first obtain express permission from such artist of the Exterior Building Painting that Tenant has the right
to repaint the Exterior Building Painting.  Tenant shall work with the artist of any such Exterior Building Painting to
obtain permission and release and provide Landlord with evidence of such permission and release utilizing a form
reasonably acceptable to Landlord.  The Exterior Building Painting shall not compromised of content that is reasonably
considered to be of an obscene or pornographic nature, promote violence or criminal activity, tobacco or marijuana
products or other drugs, promote use of weapons or firearms activity, or anything not consistent with a first-class
Project.   Tenant shall ensure that such artist carries commercial general liability, umbrella/excess liability, worker’s
compensation and employer’s liability coverages in substantially the same amounts as are required of Tenant under this
Lease, or ensure that such artist’s work completing the Exterior Building Painting is covered under Tenant’s insurance.
 Tenant shall indemnify, protect, defend and hold Landlord and Landlord Parties against any and all claims, actions,
damages, penalties, liens, liability, loss, cost or expense, including attorneys’ fees and costs (including those incurred in
enforcing this provision) made as a result of the Exterior Building Painting or from the artist that painted
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the Exterior Building Painting.  If, at the expiration or earlier termination of this Lease, the Exterior Building Painting
is anything other than the then existing Building standard exterior paint color(s), then Tenant shall, at Tenant’s sole cost
and expense, be responsible for returning the exterior walls of the Building to the original (or then existing Building
standard) paint color(s). Tenant shall maintain its signage including the Exterior Building Painting in good condition
and repair during the Lease Term.  Tenant, upon vacation of the Premises, or the removal or alteration of its signage for
any reason, shall be responsible for the repair, painting and/or replacement of the Building fascia surface where signage
is attached.  

8.6 Tenant’s Repair Obligations.  Tenant will repair promptly, at its expense, any damage to the Premises or
any other improvements within the Land (i) caused by Tenant or anyone claiming by or through Tenant, or (ii) caused
by the installation or removal of Tenant’s property, regardless of fault or by whom such damage shall be caused, unless
caused by Landlord, its agents, contractors, employees or licensees; if Tenant shall fail to make such repairs as
aforesaid, Landlord may make the same (provided Landlord has given Tenant notice of its intent to make such repairs
and Tenant has not commenced such repairs within ten (10) days following receipt of said notice) and Tenant agrees to
pay the cost thereof to Landlord together with interest at the Interest Rate from the date of commencement of said
repairs until repayment.

8.7 Landlord’s Right of Entry.   Landlord, its agents, contractors and employees, may enter the Premises
with at least twenty-four (24) hours prior notice (except in emergency situations and/or to perform services required of
Landlord under this Lease, in which event no prior notice shall be required) to:  (a) examine the Premises; (b) perform
any obligation to, or exercise any right or remedy of, Landlord under this Lease; (c) make repairs, alterations,
improvements or additions to the Premises as Landlord deems necessary or desirable; (d) perform work necessary to
comply with laws, ordinances, rules or regulations of any public authority or of any insurance underwriter; (e) serve,
post or keep posted any notices required or allowed under the provisions of this Lease, including notices of non-
responsibility for alterations, and (f) perform work that Landlord deems necessary to prevent waste or deterioration in
connection with the Premises.  Except in emergency situations, Landlord shall use commercial reasonable efforts to the
extent possible, to schedule any work to perform any work or services outside of Tenant’s business hours of being open
to the public.  Tenant shall not be entitled to an abatement or reduction of Base Rent or Additional Rent if Landlord
exercises any rights reserved in this Section 8.7 (Landlord’s Right of Entry).  Landlord shall conduct its activities on
the Premises hereunder in a manner that will minimize any inconvenience, annoyance or disturbance to Tenant.
 Landlord shall not be liable in any manner for any inconvenience, disturbance, loss of business, nuisance, or other
damage arising out of Landlord’s entry on the Premises as provided in this Section 8.7 (Landlord’s Right of Entry),
except damages resulting from the negligent acts or omissions of Landlord, or its authorized representatives.  

ARTICLE 9 INDEMNIFICATION AND INSURANCE

9.1 Tenant’s Property Insurance Obligations.  Tenant shall, at its sole cost and expense, maintain at its sole
expense a policy of insurance equivalent to ISO special form coverage (and including theft, sprinkler leakage and
boiler and machinery coverage) insuring the Premises and all improvements located upon the Premises, all of its
machinery, equipment, furniture, fixtures, all leasehold improvements and alterations, personal property (including also
property under the care, custody, or control of Tenant, except the Landlord’s property) and business interests that may
be located in, upon or about the Premises insured for the benefit of Tenant in an amount equal to the full replacement
cost thereof without coinsurance against:

(a) Loss or damage by fire; and

(b) Such other risk or risks of a similar or dissimilar nature as (in addition to the specific coverages
expressly described above) are now, or may in the future be, customarily covered with respect to a
tenant’s machinery, equipment, furniture, fixtures, all leasehold improvements and alterations,
personal property and business located at premises similar in connection, general location, use,
occupancy and design to the Premises, including windstorms, hail, explosions, vandalism, theft,
malicious mischief, civil commotion, water damage of any type, including sprinkler leakage,
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bursting of pipes, or explosion in an amount not less than the replacement cost thereof and such other
coverage as Tenant or Landlord may deem appropriate or necessary.

9.2 Tenant’s Liability Insurance Obligations.  Tenant shall, at Tenant’s sole cost and expense,
but for the mutual benefit of Landlord, its managing agent and Tenant, maintain commercial general liability
insurance against claims for bodily injury, death, personal injury, advertising injury, and property damage
based upon, involving, or arising out of the use, occupancy or maintenance of the Premises, such insurance to
afford protection to Landlord, its managing agent and Tenant with the minimum following limits:   (i) Each
Occurrence - Two Million Dollars ($2,000,000.00); (ii) General Aggregate - Three Million Dollars
($3,000,000.00); (iii) Products/Completed Operations Aggregate - One Million Dollars ($1,000,000.00); (iv)
Personal and Advertising Injury Liability - One Million Dollars ($1,000,000.00); and (v) Fire Damage Legal
Liability - Five Hundred Thousand Dollars ($500,000.00).  Any general aggregate limit shall apply on a per
project and per location basis.   Tenant’s commercial general liability insurance shall name Landlord, its
managers, officers, directors, members, agents, and employees, Landlord’s mortgagees, and Landlord’s
representatives, as additional insureds.  This coverage shall be written on the most current ISO CGL form,
shall include blanket contractual, premises-operations and productscompleted operations and shall contain an
exception to any pollution exclusion which insures damage or injury arising out of heat, smoke, or fumes
from a hostile fire.  Such insurance shall be written on an occurrence basis and contain a standard separation
of insureds provision.   Tenant agrees to include in such policy the contractual liability coverage insuring
Tenant’s indemnification obligations provided for herein.  Any such coverage shall be indicated in the policy
as primary to any liability coverage secured by Landlord.  Such insurance shall also afford coverage for all
claims based upon acts, omissions, injury or damage, which claims occurred or arose (or the onset of which
occurred or arose) in whole or in part during the policy period.

9.3 Additional Insurance Obligations of Tenant.   In addition to the other insurance
obligations of Tenant as set forth in this Article 9 (Indemnification and Insurance), Tenant agrees throughout
the Term of this Lease to maintain in full force and effect (i) business income and extra expense insurance in
such amounts as will reimburse Tenant for loss of earning for a period of at least twelve (12) months, (ii) plate
glass insurance covering all plate glass on the Premises at full replacement value which Tenant shall have the
option either to insure this risk or to self-insure subject to the terms of Section 9.5 (Waiver) of this Lease, (iii)
worker’s compensation insurance as required by law and employer’s liability insurance with the following
limits: Bodily Injury by Accident - One Million Dollars ($1,000,000.00) per occurrence; and Bodily Injury by
Disease - One Million Dollars ($1,000,000.00) per employee and One Million Dollars ($1,000,000.00)
aggregate, (iv) business automobile liability insurance covering owned, hired and non-owned vehicles with
limits of One Million Dollars ($1,000,000.00) combined single limit per occurrence, and (v) umbrella/excess
liability insurance, on an occurrence basis, that applies excess of the required commercial general liability,
business automobile liability, and employer’s liability policies with the following minimum limits: One
Million Dollars ($1,000,000.00) each occurrence; and Two Million Dollars ($2,000,000.00) annual aggregate
(these limits shall be in addition to and not including those stated for the underlying commercial general
liability, business automobile liability, and employer’s liability insurance required herein, and such excess
liability policies shall name Landlord, its trustees, officers, directors, members, agents, and employees,
Landlord’s mortgagees, and Landlord’s representatives as additional insureds).  

9.4 Indemnification.  Subject to the terms of this Lease and Applicable Laws, Tenant hereby
assumes all risk of damage to property and injury to persons in, on or about the Premises from any cause
whatsoever and agrees that Tenant shall indemnify, protect, defend and hold Landlord and Landlord’s trustees,
directors, officers, shareholders, affiliates, employees, agents, servants, contractors, invitees, lenders,
managing agent, successors and assigns (collectively, “Landlord Parties”) shall not be liable for and are
hereby released from any responsibility for, any damage to property or injuries to persons or resulting from
the loss of use thereof, which damage or injury is sustained by Tenant or by other persons claiming through
Tenant; against any and all claims, actions, damages, penalties, liens, liability, loss, cost or expense, including
attorneys’ fees and costs (including those incurred in enforcing this provision) that (i) arise from
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any breach or default on the part of Tenant in the performance of any covenant or agreement on the part of
Tenant to be performed pursuant to the terms of this Lease; (ii) arise out of any bodily injury, personal injury
or property damage occurring in, on or about the Premises, even if resulting from the negligent act or
omissions of Landlord or of Landlord Parties; (iii) are caused by Tenant or Tenant’s employees,
representatives, agents, contractors, or licensees; or (iv) arise from the presence of mold in the Building which
was caused by, or contributed to, or allowed by Tenant.  In case any action or proceeding is brought against
Landlord or Landlord Parties and such a claim is a claim from which Tenant is obligated to indemnify
Landlord pursuant to this Section 9.4 (Indemnification), Tenant, upon notice from Landlord, shall resist and
defend the action or proceeding by counsel reasonably satisfactory to Landlord.   Tenant’s indemnity and
defense obligations will be triggered by the mere assertion of a claim, without regard to whether or not the
claim has merit or whether or not it is alleged that the claim was caused by Tenant’s negligence or wrongful
act.   The obligations of Tenant under this Section 9.4 (Indemnification) shall survive termination of this
Lease.

Notwithstanding the provisions of this Section 9.4 above to the contrary, Tenant's indemnity of Landlord and the
Landlord Parties shall not apply to: (i) any claims to the extent resulting from the gross negligence or willful
misconduct of the Landlord Parties and not insured or required to be insured by Tenant under this Lease (collectively,
the "Excluded Claims"); or (ii) any loss of or damage to Landlord's property to the extent Landlord has waived such
loss or damage pursuant to Section 9.5 below.  In addition, Landlord shall indemnify, defend, protect and hold Tenant
harmless from all such Excluded Claims, except for (A) any loss or damage to Tenant's property to the extent Tenant
has waived such loss or damage pursuant to Section 9.5 below, and (B) any lost profits, loss of business or other
consequential damages.

9.5 Waiver.  Notwithstanding anything to the contrary contained in this Lease, neither party,
nor its officers, trustees, directors, shareholders, employees, agents,  nor invitees, nor, in the case of Tenant, its
subtenants, shall be liable to the other party or to any insurance company (by way of subrogation or
otherwise) insuring the other party for any loss or damage to any building, structure, or other tangible
property, when such loss is caused by any of the perils which are or could be insured against under a standard
ISO special form coverage policy, even though the loss or damage might have been caused by the negligence
of such party, its employees and agents, but excluding any loss or damage caused by intentionally wrongful
actions or omissions.   If, by reason of the foregoing waiver, either party is unable to obtain the insurance
required under this Article 9 (Indemnification and Insurance), the waiver shall be deemed not to have been
made by that party.   If either party is unable to obtain the insurance required under this Article 9
(Indemnification and Insurance) without the payment of any addition premium therefor, then unless the party
claiming the benefit of the waiver agrees to pay the other party for the cost of the additional premium within
thirty (30) days after notice setting forth the requirement and the amount of the additional premium, the
waiver will be of no force and effect between the other party and the claiming party.  Each party shall use
reasonable efforts to obtain the insurance required under this Article 9 (Indemnification and Insurance) from a
company that does not charge an additional premium or, if that is not possible, from a company that charges
the lowest additional premium.  Each party shall give the other party notice at any time when it is unable to
obtain insurance with such a waiver of subrogation without the payment of an additional premium, and the
foregoing waiver shall be effective until thirty (30) days after notice is given.  Each party represents that its
current insurance policies allow such waiver.

9.6 Tenant’s Waiver.  Tenant agrees, to the extent permitted by law, that Landlord or Landlord
Parties shall not be liable, and Tenant waives all claims, for injury or death of any person or damage to
property or business sustained during the Lease Term by Tenant occurring in or about the Premises, resulting
directly or indirectly from any cause whatsoever, including any existing or future condition, defect, matter or
thing at the Premises, or from equipment or appurtenances becoming out of repair, or from accidents or from
any occurrence or act or omission of Landlord or Landlord Parties or any other person, or from any acts or
threatened acts of terrorism, or from damage or injury due to mold.  This Section 9.6 (Tenant’s Waiver) shall
apply especially, but not exclusively, to such injury (including death) or damage caused as aforesaid or by gas,
fire, oil, electricity (including electrical wiring) or leakage from the roof, walls, basement or other
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portions of the Premises, or the flooding of basements or other subsurface areas, or by refrigerators, sprinkling
devices, air conditioning apparatus, water, snow, frost, steam, excessive heat or cold, falling plaster, broken
glass, sewage, odors or noise, or the bursting or leaking of pipes or plumbing fixtures, and shall apply equally,
whether any such damage results from the act or omission of any other persons, and whether such injury
(including death) or damage be caused by or result from any of the aforesaid, or shall be caused by or result
from other circumstances of a similar or dissimilar nature.  The foregoing waiver shall apply with respect to
any such injury (including death) or damage caused by the negligence of Landlord or any Landlord Parties,
but shall not apply to the extent caused by the gross negligence or willful misconduct of Landlord or by the
gross negligence or willful misconduct of any Landlord Parties.

9.7 Tenant’s Property.   All property at the Premises belonging to Tenant or its agents,
contractors,  employees, licensees, customers or invitees shall be at the risk of Tenant only.  Landlord shall not
be liable for damage thereto or theft, misappropriation or loss of such property, and Tenant agrees to defend
and hold Landlord Parties harmless and indemnify them against claims and liability for injuries to such
property.  The foregoing limitation on liability shall not apply to damage or loss that is covered by Landlord’s
insurance required to be carried under this Article 9 (Indemnification and Insurance).   In addition, Tenant
acknowledges and understands that safety and security devices, services and programs provided by Landlord,
if any, while intended to deter crime and ensure safety, may not in any given instance prevent theft or other
criminal acts, or ensure safety of persons or property and that any risk that any safety or security device,
service or program may not be effective, or may malfunction, or may be circumvented by a criminal, is
assumed by Tenant and that Landlord shall not have any responsibility or liability for providing or failing to
provide any of the foregoing.

9.8 Blanket Insurance Policy.  Tenant shall not be precluded from taking out insurance of the
kind and in the amount provided for in this Article 9 (Indemnification and Insurance) under a blanket
insurance policy or policies (certificates thereof reasonably satisfactory to Landlord shall be delivered to
Landlord) which may cover other properties owned or operated by Tenant as well as the Premises; provided,
however, such blanket policy expressly affords coverage for the Premises and for Landlord as required by this
Lease and at the limits referenced herein and, for property insurance, must include “agreed amount, no
coinsurance” provisions.

9.9 Commencement of Insurance Obligations.  Commencing as of the Commencement Date
or Tenant’s earliest possession of the Premises and continuing during the Term, Tenant shall, at its sole cost
and expense, procure, pay for and keep in full force and effect all of the types of insurance required under this
Article 9 (Indemnification and Insurance), in at least the amounts and in the form specified herein.

9.10 Failure to Provide Evidence of Insurance.  In the event Tenant fails to provide Landlord
with evidence of insurance required under this Article 9 (Indemnification and Insurance), Landlord may, but
shall not be obligated to, without further demand upon Tenant, and without waiving or releasing Tenant from
any obligation contained in this Lease, obtain such insurance and Tenant agrees to repay, upon demand all
such sums incurred by Landlord in effecting such insurance.   All such sums shall become a part of the
Additional Rent payable hereunder, but no such payment by Landlord shall relieve Tenant from any default
under this Lease.

9.11 Tenant’s Insurance Requirements.  All insurance policies required to be carried by Tenant
hereunder shall be issued by and binding upon an insurance company licensed to do business in the state in
which the Premises is located with a rating of at least “A – IX” or better as set forth in the most current issue
of Best’s Insurance Reports, unless otherwise approved by Landlord.  Tenant shall not do or permit anything
to be done that would invalidate the insurance policies required herein.  Liability insurance maintained by
Tenant shall be primary coverage without right of contribution by any similar insurance that may be
maintained by Landlord, and all such liability insurance shall also afford coverage for all claims based upon
acts, omissions, injury or damage, which claims occurred or arose (or the onset of which occurred or arose) in
whole or in part during the policy period.  Such policies, or certificates of insurance, acceptable to
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Landlord, evidencing the existence and amount of each insurance policy required hereunder shall be delivered
to Landlord prior to delivery or possession of the Premises and ten (10) days following each renewal date,
shall include an endorsement showing that Landlord, its trustees, officers, directors, members, agents,
servants, divisions, subsidiaries, partners, shareholders, affiliated companies and employees, Landlord’s
mortgagees, and Landlord’s representatives are included as additional insureds on each of the liability policies
and that Landlord is named as loss payee on the property insurance as stated in Section 9.1 (Property
Insurance) above, shall include any other endorsements required by Landlord, and shall be delivered to
Landlord endorsed “Premium Paid” by the company or agency issuing the policy or accompanied by other
evidence satisfactory to Landlord that the premium has been paid.   Further, to the extent commercially
available, each policy must include an endorsement whereby the insurer agrees not to cancel, non-renew, or
materially alter the policy without at least thirty (30) days’ prior written notice to Landlord.  Each policy must
also contain an endorsement that the insurer waives its right to subrogation.  The limits of insurance required
by this Lease, or as carried by Tenant, shall not limit the liability of Tenant or relieve Tenant of any obligation
thereunder.  At such time as insurance limits required of tenants in buildings comparable to the Premises in
the area in which the Premises are located are generally increased to greater amounts, Landlord shall have the
right to reasonably require such greater limits as may then be customary.  Deductibles selected by Tenant must
be acceptable to Landlord and shall be the sole responsibility of Tenant.

9.12 Tenant Contractor Insurance.   Should Tenant engage the services of any contractor to
perform work at the Premises, Tenant shall ensure that such contractor carries commercial general liability,
business automobile liability, umbrella/excess liability, worker’s compensation and employers liability
coverages in substantially the same amounts as are required of Tenant under this Lease.   Contractor shall
name Landlord, its trustees, officers, directors, members, agents and employees, Landlord’s mortgagees and
Landlord’s representatives as additional insureds on the liability policies required hereunder.   All policies
required to be carried by any contractor shall be issued by and binding upon an insurance company licensed to
do business in the state in which the Project is located with a rating of at least “A – VIII” or better as set forth
in the most current issue of Best’s Insurance Reports, unless otherwise approved by Landlord.  Certificates of
insurance, acceptable to Landlord, evidencing the existence and amount of each insurance policy required
hereunder shall be delivered to Landlord prior to the commencement of any work in the Premises.  Further,
each policy must include an endorsement whereby the insurer agrees not to cancel, non-renew, or materially
alter the policy without at least thirty (30) days’ prior written notice to Landlord, and all certificates must
reflect such agreement.   The above requirements shall apply equally to any subcontractor engaged by
contractor.

9.13 Landlord’s Insurance.  Landlord shall maintain in effect at all times commercial general
liability and property/casualty insurance coverage consistent with the coverage customarily carried by
comparable landlords of buildings comparable in size, type, quality and location as the Building, or as
Landlord may from time to time be required to carry to satisfy the requirements of its lender.

ARTICLE 10 CERTAIN RIGHTS RESERVED BY LANDLORD

Landlord reserves the following rights exercisable without notice and without liability to Tenant (including a
right of entry to effectuate the following rights) and without effecting an eviction, constructive or actual, or disturbance
of Tenant’s use or possession, or giving rise to any claim for setoff or abatement of rent:

10.1 Emergency Entry.  Landlord and its agents may enter the Premises at any time in case of emergency
and shall have the right to use any and all means which Landlord may deem proper to open such doors during an
emergency in order to obtain entry to the Premises.  Any entry to the Premises obtained by Landlord in the event of an
emergency shall not, under any circumstances, be construed or deemed to be a forcible or unlawful entry into, or
detainer of, the Premises, or to be an eviction of Tenant from the Premises or any portion thereof.

10.2 Exhibition of Premises.   Tenant shall permit Landlord and its agents, upon notice, to enter and pass
through the Premises or any part thereof at reasonable times during normal business hours to:  (a) post notices of non-
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responsibility; (b) exhibit the Premises to holders of encumbrances on the interest of Landlord under this Lease and to
prospective purchasers or mortgagees of the Premises; and (c) during the period of twelve (12) months prior to the
expiration of the Lease Term or upon the termination of this Lease or Tenant’s vacation or abandonment of the
Premises, exhibit the Premises to prospective tenants thereof.   In addition to the foregoing, Tenant shall permit
Landlord at any time within nine (9) months prior to the expiration of the Lease Term to post customary “For Sale” or
“For Lease” signs on the Premises.   If during the last month of the Lease Term, Tenant shall have removed
substantially all of Tenant’s property and personnel from the Premises, Landlord may enter the Premises and repair,
alter, and redecorate the same, without abatement of Rent and without liability to Tenant; and such acts shall have no
effect on this Lease.

10.3 Right of Landlord to Perform.  All covenants and agreements to be performed by Tenant under any of
the terms of this Lease shall be performed by Tenant at Tenant’s sole cost and expense and without any abatement of
Rent.  If Tenant shall fail to pay any sum of money, other than Rent due Landlord, required to be paid by it hereunder
or shall fail to perform any other act on its part to be performed hereunder, including the failure to commence and
complete repairs promptly and adequately, and the failure to remove any liens or otherwise to perform any act or fulfill
any obligation required of Tenant under this Lease, Landlord may, but shall not be obligated to do so, and without
waiving or releasing Tenant from any obligations of Tenant, make any such payment or perform any such other act on
Tenant’s part to be made or performed as in this Lease provided.   If Tenant has failed to perform its obligations
hereunder following written notice and an opportunity to cure, all sums so paid by Landlord and all necessary
incidental costs, together with an administrative charge in the amount of fifteen percent (15%) of any costs incurred by
Landlord not to exceed $15,000.00.  Landlord shall have (in addition to any other right or remedy of Landlord) the
same rights and remedies in the event of Tenant’s nonpayment of such sums, as in the case of default by Tenant in the
payment of Rent to Landlord.  

ARTICLE 11 ALTERATIONS AND IMPROVEMENTS

11.1 Tenant’s Work.  If Tenant wishes to make any improvements or additions to the Premises or any portion
thereof, the terms of this Article 11 (Alterations and Improvements) shall govern.   Tenant shall not make any
modifications, improvements, alterations, additions or installations in or to the Premises (hereinafter referred to as the
“Tenant’s Work”) without Landlord’s prior written consent, which consent shall not be unreasonably withheld or
delayed.  Along with any request for Landlord’s consent and before commencement of Tenant’s Work or delivery of
any materials to be used in connection with the completion of Tenant’s Work, Tenant shall furnish Landlord with plans
and specifications, names and addresses of contractors, copies of contracts, necessary permits and licenses, insurance
certificates, evidence of safety programs, an indemnification in such form and amount as may be reasonably
satisfactory to Landlord, a performance and payment bond executed by a commercial surety reasonably satisfactory to
Landlord and in an amount equal to the cost of Tenant’s Work and the payment of all liens for labor and material
arising therefrom, and such other information concerning Tenant’s Work as Landlord may request.  Tenant agrees to
defend and hold Landlord forever harmless from any and all claims and liabilities of any kind and description which
may arise out of or be connected in any way with any aspect of Tenant’s Work.  All Tenant’s Work shall be done only
by contractors or mechanics reasonably approved by Landlord in advance, and at such time and in such manner as
Landlord may from time to time reasonably designate.  All work done by Tenant, its agents, employees, or contractors
shall be done in such a manner as to avoid labor disputes.  

11.2 Cost of Tenant’s Work.   Tenant shall pay the cost of all Tenant’s Work, including all modifications,
improvements, alterations, additions or installations (including a reasonable charge for Landlord’s services and for
Landlord’s inspection and engineering time), and also the cost of painting, restoring, or repairing the Premises
occasioned by such modifications, improvements, alterations, additions or installations..  Additionally, Tenant shall pay
for all overhead, general conditions, fees and other costs and expenses of the work and alterations.  If and to the extent
any portion of Tenant’s Work will affect building systems or structure, Landlord may retain outside third parties at
market rates for the sole purpose of obtaining assurance that the proposed items of Tenant’s Work will not adversely
affect the base building systems or any structural portion of the Building.   In such event, Tenant shall reimburse
Landlord within thirty (30) days following receipt of an invoice for Landlord’s direct, actual, out-of-pocket costs
incurred for such third party review, charged on a documented time and materials basis, not to exceed market rates for
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such services.   Upon completion of Tenant’s Work, Tenant shall furnish Landlord with contractor’s affidavits or
unconditional lien releases and full and final waivers of liens, and receipted bills covering all labor and materials
expended and used.   Prior to commencing Tenant’s Work, Tenant shall obtain and maintain “Builder’s All Risk”
insurance in an amount, and with such companies, approved by Landlord covering the construction of Tenant’s Work,
and such other insurance as Landlord may require covering Landlord, and Landlord’s mortgagee, Landlord’s property
management company and Landlord’s asset management company shall be named as additional insureds, it being
understood and agreed that all of Tenant’s Work shall be insured by Tenant pursuant to Article 9 (Indemnification and
Insurance) of this Lease immediately upon completion thereof.  Tenant shall permit Landlord to inspect construction
operations in connection with the Tenant’s Work at any time.   Landlord shall have the right to immediately cease
construction operations if Tenant fails to meet the requirements of this Article 11 (Alterations and Improvements).  

11.3 Compliance with Laws.   Tenant’s Work shall comply with all insurance requirements and all laws,
ordinances, rules and regulations of all governmental authorities, and shall be constructed in a good and workmanlike
manner.  If and to the extent the conduct or completion of Tenant’s Work results in the need for the completion of any
other work or improvements in, on or about the Premises, including, without limitation, the sidewalks, walkways,
driveways and parking areas, Tenant shall be solely responsible, at Tenant’s sole cost, to complete the required work or
improvements.  Such work to be completed by Tenant may include, but shall not be limited to, all work and upgrades
necessary in on or about the Premises to comply with building codes, energy efficiency measures, handicapped access
laws, rules and regulations (including, without limitation, “path of travel" in compliance with the Americans with
Disabilities Act), Title 24 compliance, parking code compliance and compliance with any and all other Applicable
Laws.  Upon completion of any Tenant’s Work, Tenant shall (i) cause a Notice of Completion to be recorded in the
office of the Recorder of the county in which the Building is located in accordance with applicable California law as in
effect from time to time, (ii) deliver to the management office of the Building a reproducible copy of the “as built”
drawings of Tenant’s Work and installations, and (iii) deliver to Landlord evidence of payment, contractors’ affidavits
and full and final waivers of all liens for labor, services or materials.  

11.4 Written Notification Required.   Tenant will notify Landlord in writing thirty (30) days prior to
commencing any alterations, additions or improvements to the Premises which have been approved by Landlord so that
Landlord shall have the right to record and post notices of non-responsibility on the Premises.

11.5 Mechanics Liens.  Tenant shall keep the Premises and all property of Landlord in or about the Premises
free from any liens arising out of any work performed, material furnished or obligations incurred by Tenant, and Tenant
shall indemnify, protect, defend and hold Landlord harmless from any liens and encumbrances arising out of any Work
performed or material furnished by or at the direction of Tenant.  In the event that Tenant shall not, within ten (10) days
following the imposition of any such lien, cause such lien to be released of record by payment or posting of a proper
bond, Landlord shall have, in addition to all other remedies provided herein and by law, the right, but not the
obligation, to cause the same to be released by such means as it shall deem proper, including payment of and/or
defense against the claim giving rise to such lien.  All such sums paid by Landlord and all expenses incurred by it in
connection therewith, including attorneys’ fees and costs, shall be payable as Additional Rent to Landlord by Tenant on
demand with interest at the Interest Rate accruing from the date paid or incurred by Landlord until reimbursed to
Landlord by Tenant.

ARTICLE 12 ASSIGNMENT AND SUBLETTING

12.1 Restriction.  Except as set forth in Section 12.8 (Permitted Transfers) below, without the prior written
consent of Landlord, which consent shall not be unreasonably withheld, conditioned or delayed (subject, however, to
Landlord’s right to exercise its recapture rights as set forth in Section 12.3 [Landlord’s Recapture Rights] below in its
sole and absolute discretion), Tenant shall not, either voluntarily or by operation of law, assign, encumber, or otherwise
transfer this Lease or any interest herein, or sublet the Premises or any part thereof, or permit the Premises to be
occupied by anyone other than Tenant or Tenant’s employees (any such assignment, encumbrance, subletting,
occupation or transfer is hereinafter referred to as a “Transfer”).  For purposes of this Lease, the term “Transfer” shall
also include (a) if Tenant is a partnership, the withdrawal or change voluntarily, involuntarily or by operation of law, of
a majority of the partners, or a transfer of a majority of partnership interests, within a twelve month period, or the
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dissolution of the partnership, and (b) if Tenant is a closely held corporation (i.e., whose stock is not publicly held and
not traded through an exchange or over the counter) or a limited liability company, the dissolution, merger,
consolidation, division, liquidation or other reorganization of Tenant, or within a twelve month period:  (i) the sale or
other transfer of more than an aggregate of fifty percent (50%) of the voting securities of Tenant (other than to
immediate family members by reason of gift or death) or (ii) the sale, mortgage, hypothecation or pledge of more than
an aggregate of fifty percent (50%) of Tenant’s net assets.  A Transfer in violation of the foregoing shall be void and, at
Landlord’s option, shall constitute a material breach of this Lease.

12.2 Notice to Landlord.  If Tenant desires to assign this Lease or any interest herein, or to sublet all or any
part of the Premises, then at least thirty (30) days but not more than one hundred eighty (180) days prior to the
effective date of the proposed assignment or subletting, Tenant shall submit to Landlord in connection with Tenant’s
request for Landlord’s consent:

(a) A statement containing (i) the name and address of the proposed assignee or subtenant; (ii)
such financial information with respect to the proposed assignee or subtenant as Landlord shall reasonably require; (iii)
the type of use proposed for the Premises; and (iv) all of the principal terms of the proposed assignment or subletting;
and

(b) Four (4) originals of the assignment or sublease on a form approved by Landlord and four
(4) originals of the Landlord’s Consent to Sublease or Assignment and Assumption of Lease and Consent in a form
acceptable to Landlord.

12.3 Landlord’s Recapture Rights.   At any time within twenty (20) business days after
Landlord’s receipt of all (but not less than all) of the information and documents described in Section 12.2
(Notice to Landlord) above, Landlord may, at its option by written notice to Tenant, elect in its sole discretion
to (a) sublease the Premises or the portion thereof proposed to be sublet by Tenant upon the same terms as
those offered to the proposed subtenant; (b) take an assignment of this Lease upon the same terms as those
offered to the proposed assignee; or (c) terminate this Lease in its entirety or as to the portion of the Premises
proposed to be assigned or sublet, with a proportionate adjustment in the Rent payable hereunder if this Lease
is terminated as to less than all of the Premises.  If Landlord does not exercise any of the options described in
the preceding sentence, then, during the above-described twenty (20) business day period, Landlord shall
either consent or deny its consent to the proposed assignment or subletting.

12.4 Transfer Premium.  If Landlord consents in its sole discretion to any such assignment or
subletting, Tenant shall pay to Landlord promptly after receipt as Additional Rent under this Lease fifty
percent (50%) of any “Transfer Premium”, as that term is defined in this Section 12.4, received by Tenant
from such Transfer.  “Transfer Premium” shall mean all rent, additional rent or other consideration payable
by such Transferee in excess of the Rent and Additional Rent payable by Tenant under this Lease on a per
rentable square foot basis if less than all of the Premises is transferred, after deducting the reasonable
expenses incurred by Tenant for (i) any reasonable changes, alterations and improvements to the Premises in
connection with the Transfer (but only to the extent approved by Landlord), and (ii) any reasonable brokerage
commissions in connection with the Transfer.  “Transfer Premium” shall also include, but not be limited to,
key money and bonus money paid by Transferee to Tenant in connection with such Transfer, and any payment
in excess of fair market value for services rendered by Tenant to Transferee or for assets, fixtures, inventory,
equipment, or furniture transferred by Tenant to Transferee in connection with such Transfer.

12.5 Landlord’s Costs.  If Tenant effects a Transfer or requests the consent of Landlord to any
Transfer, then Tenant shall, upon demand, pay Landlord a non-refundable administrative fee of One Thousand
Five Hundred Dollars ($1,500.00), plus any reasonable attorneys' and paralegal fees and costs incurred by
Landlord in connection with such Transfer or request for consent (whether attributable to Landlord's in-house
attorneys or paralegals or otherwise).   Acceptance of the One Thousand Five Hundred Dollar ($1,500.00)
administrative fee and/or reimbursement of Landlord's attorneys' and paralegal fees shall in no event obligate
Landlord to consent to any proposed Transfer.
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12.6 Continuing Liability of Tenant.   Notwithstanding any Transfer, Tenant shall remain as
fully and primarily liable for the payment of Rent and for the performance of all other obligations of Tenant
contained in this Lease to the same extent as if the Transfer had not occurred; provided, however, that any act
or omission of any transferee, other than Landlord, that violates the terms of this Lease shall be deemed a
violation of this Lease by Tenant.

12.7 Non-Waiver.   The consent by Landlord to any Transfer shall not relieve Tenant, or any
person claiming through or by Tenant, of the obligation to obtain the consent of Landlord, pursuant to this
Article 12 (Assignment and Subletting), to any further Transfer.  In the event of an assignment or subletting,
Landlord may collect Rent from the assignee or the subtenant without waiving any rights hereunder and
collection of the Rent from a person other than Tenant shall not be deemed a waiver of any of Landlord’s
rights under this Article 12 (Assignment and Subletting), an acceptance of assignee or subtenant as Tenant, or
a release of Tenant from the performance of Tenant’s obligations under this Lease.   If Tenant shall default
under this Lease and fail to cure within the time permitted, Landlord is irrevocably authorized, as Tenant’s
agent and attorney-in-fact, to direct any transferee to make all payments under or in connection with the
Transfer directly to Landlord (which Landlord shall apply towards Tenant’s obligations under this Lease) until
such default is cured.

12.1 Affiliated Companies/Restructuring of Business Organization.   The assignment or subletting by
Tenant of all or any portion of this Lease or the Premises to (i) a parent or subsidiary of Tenant, or (ii) any person or
entity which controls, is controlled by or under common control with Tenant, or (iii) any entity which purchases all or
substantially all of the assets of Tenant, or (iv) any entity into which Tenant is merged or consolidated (all such persons
or entities described in (i), (ii), (iii) and (iv) being sometimes hereinafter referred to individually as an “Affiliate”, and
collectively, as "Affiliates") shall be a Permitted Transfer hereunder (“Permitted Transfer”), provided that:

12.1.1 any such Affiliate was not formed as a subterfuge to avoid the obligations
of this Article 12 (Assignment and Subletting);

12.1.2 Tenant gives Landlord at least ten (10) business days prior written notice
of any such

assignment or sublease to an Affiliate;

12.1.3 any such Affiliate has, as of the effective date of any such assignment or
sublease, a

tangible net worth and net income, in the aggregate, computed in accordance with standard commercial real estate
accounting practices (but excluding goodwill as an asset), which is equal to or greater than Tenant as of the effective
date of any such assignment or sublease and sufficient to meet the obligations of Tenant under this Lease;

12.1.4 any such assignment or sublease shall be subject to all of the terms and
provisions of this Lease, and such assignee or sublessee shall assume, in a written document
reasonably satisfactory to Landlord and delivered to Landlord upon or prior to the effective date of
such assignment or sublease, all the obligations of Tenant under this Lease; and

12.1.5 Tenant shall remain fully liable for all obligations to be performed by
Tenant under this Lease.

ARTICLE 13 DAMAGE BY FIRE OR OTHER CASUALTY

13.1 Tenantable Within 180 Days.   If fire, earthquake, flood or other casualty (collectively, “Casualty”)
shall render the whole or any material portion of the Premises untenantable, and the Premises can reasonably be
expected to be made tenantable within one hundred eighty (180) days from the date of such event, and Landlord
receives insurance proceeds adequate to make the repair then Landlord shall repair and restore the Premises and the
Land to as near their condition prior to the Casualty as is reasonably possible within such one hundred eighty (180)
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day period (subject to delays or causes beyond Landlord’s reasonable control) and notify Tenant that it will be doing
so, such notice to be mailed within ninety (90) days from the date of such damage or destruction, and this Lease shall
remain in full force and effect, but the Rent for the period during which the Premises are untenantable shall be abated
pro rata (based upon the portion of the Premises which is untenantable).

13.2 Not Tenantable Within 180 Days.   If Casualty shall render the whole or any material part of the
Premises untenantable and the Premises cannot reasonably be expected to be made tenantable within one hundred
eighty (180) days from the date of such event or Landlord does not receive or expect to receive insurance proceeds
adequate to make the repair, then Landlord shall have the option to elect whether to repair or not repair, by providing
written notice of such election to Tenant within ninety (90) days from the date of such damage or destruction.   If
Landlord elects to repair, then this Lease shall remain in full force and effect with Rent prorated as provided in Section
13.1 (Tenantable Within 180 Days) above and if Landlord elects to terminate, then this Lease shall be terminated on the
date set forth in Landlord’s notice to Tenant which shall be not more than thirty (30) days after the date of the notice,
provided, however, that (A) if Landlord does not elect to terminate this Lease pursuant to Landlord’s termination right
as provided above, and (B) the repair of such damage cannot, in the reasonable opinion of Landlord, be completed
within two hundred seventy (270) days after the date of the damage, then Tenant may elect to terminate this Lease by
delivering written notice thereof to Landlord within fifteen (15) days after being notified of such damage, which
termination shall be effective as of the date of such termination notice thereof to Landlord.  

13.3 Landlord’s Repair Obligations.  If Landlord is required to or elects to repair as provided in this Article
13 (Damage By Fire or Other Casualty), then Landlord shall repair and restore the Premises with all due diligence and
speed (subject to delays for causes beyond Landlord’s reasonable control) and the Rent for the period during which the
Premises are untenantable shall be abated pro rata (based upon the portion of the Premises which is untenantable).  In
no event shall Landlord be obligated to repair or restore any special equipment or improvements installed by Tenant at
Tenant’s expense.

13.4 Rent Apportionment.  In the event of a termination of this Lease pursuant to this Article 13 (Damage
By Fire or Other Casualty), Rent and other charges shall be apportioned on a per diem basis and paid to the date of the
fire or other casualty.

13.5 Waivers of California Statutes.  Tenant acknowledges and agrees that the provisions of this Article 13
(Damage By Fire or Other Casualty) shall govern the rights and obligations of Landlord and Tenant in the event of
damage to or destruction of the Premises.  Tenant waives the protection of any statute, code or judicial decision which
grants a tenant the right to terminate a lease in the event of damage or destruction of the premises, including the
provisions of Sections 1932(2) and 1933(4) of the Civil Code or any successor statute or law.

ARTICLE 14 EMINENT DOMAIN

14.1 Tenant’s Termination.   If the whole of or any substantial part of the Premises is taken by any public
authority under the power of eminent domain, or taken in any manner for any public or quasi-public use, so as to
render (in Tenant’s reasonable judgment) the remaining portion of the Premises unsuitable for the purposes intended
hereunder, the Lease Term shall cease as of the day possession shall be taken by such public authority and Landlord
shall make a pro rata refund of any prepaid Rent.  All damages awarded for such taking under the power of eminent
domain or any like proceedings shall belong to and be the property of Landlord, Tenant hereby assigning to Landlord
its interest, if any, in said award.  Tenant shall not have the right to terminate this Lease pursuant to the first sentence
hereof unless the business of Tenant conducted in the portion of the Premises taken cannot in Tenant’s reasonable
judgment be carried on with substantially the same utility and efficiency in the remainder of the Premises.  Any notice
of termination shall specify a date no more than sixty (60) days after the giving of such notice as the date for such
termination.

14.2 Tenant’s Participation in Condemnation Award and Partial Condemnations.   Anything in this
Article 14 (Eminent Domain) to the contrary notwithstanding, Tenant shall have the right to prove in any condemnation
proceedings and to receive any separate award which may be made for damages to or condemnation of Tenant’s
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movable trade fixtures and equipment and for moving expenses; provided, however, Tenant shall in no event have any
right to receive any award for its interest in this Lease or for loss of leasehold or any amount that would reduce the
award payment to Landlord.  Anything in this Article 14 (Eminent Domain) to the contrary notwithstanding, in the
event of a partial condemnation of the Premises and this Lease is not terminated, Landlord shall, at its sole cost and
expense, restore the Building to a complete architectural unit (but Landlord shall not be required to restore or improve
the Premises with improvements in excess of the leasehold improvements, and the Base Rent and all other charges
provided for herein during the period from and after the date of delivery of possession pursuant to such proceedings to
the termination of this Lease shall be reduced to a sum equal to the product of the Base Rent and all other charges
provided for herein multiplied by a fraction, the numerator of which is the fair market rent of the Premises after such
taking and after the Building has been restored to a complete architectural unit, and the denominator of which is the
fair market rent of the Premises prior to such taking.   Tenant waives the protection of any statute, code or judicial
decision which grants to Tenant a right to any other compensation in the event of a taking, including California Code of
Civil Procedure Sections 1265.130, 1265.150 or any successor statutes or laws.

ARTICLE 15 SURRENDER OF PREMISES

15.1 Surrender of Possession.   On the last day of the Lease Term, or on the sooner termination thereof,
Tenant shall peaceably surrender the Premises in good condition and repair consistent with Tenant’s duty to make
repairs as herein provided.   Landlord shall have the right within thirty (30) days after the expiration or sooner
termination of this Lease to require Tenant to remove, at Tenant’s sole cost and expense any work or Alterations
installed by or on behalf of Tenant and Tenant shall promptly complete such removal, repairing any damage caused
thereby to the reasonable satisfaction of Landlord, provided that Tenant shall not be obligated to remove or restore the
initial Tenant’s Work more particularly described in Exhibit E attached at the time of Tenant’s surrender of the
Premises, but if Tenant elects to remove any Tenant’s Work, Tenant shall be obligated to repair and restore any damage
caused by such removal.  On or before the last day of the Lease Term, or the date of sooner termination thereof, Tenant
shall, at its sole cost and expense, remove all of its merchandise and trade fixtures and equipment from the Premises,
and all property not removed shall be deemed abandoned.  Tenant hereby appoints Landlord its agent to remove all
property of Tenant from the Premises upon termination of this Lease and to cause its transportation and storage for
Tenant’s benefit, all at the sole cost and risk of Tenant, and Landlord shall not be liable for damage, theft,
misappropriation or loss thereof and Landlord shall not be liable in any manner in respect thereto.  Tenant shall pay all
costs and expenses of such removal, transportation and storage.  Tenant shall reimburse Landlord upon demand for any
expenses incurred by Landlord with respect to removal, transportation, or storage of abandoned property and with
respect to restoring said Premises to good order, condition and repair.  All modifications, improvements, alterations,
additions and fixtures, other than Tenant’s trade fixtures and equipment, which have been made or installed by either
Landlord or Tenant upon the Premises shall remain the property of Landlord and shall be surrendered with the
Premises as a part thereof.   If the Premises are not surrendered at the end of the Lease Term or sooner termination
thereof, Tenant shall indemnify Landlord against loss or liability resulting from delay by Tenant in so surrendering the
Premises, including claims made by any succeeding tenants founded on such delay and any attorneys’ fees resulting
therefrom.   Tenant shall promptly surrender all keys for the Premises to Landlord at the place then fixed for the
payment of Rent and shall inform Landlord of combinations on any vaults, locks and safes left on the Premises.
Landlord, by written notice to Tenant given at or prior to termination of this Lease, may require Tenant to remove any
improvements, additions or installations installed by or on behalf of Tenant at the Premises at Tenant’s sole cost and
expense, and to repair or restore any damage caused by the installation and removal of such improvements, additions,
or installations.

15.2 Tenant Retaining Possession.   If Tenant holds over after the expiration or earlier termination of this
Lease, with or without the express or implied consent of Landlord, such tenancy shall be from month-to-month only,
and shall not constitute a renewal hereof or an extension for any further term, and in such case Base Rent shall be
payable at a monthly rate equal to two hundred percent (200%) of the greater of (i) the Base Rent applicable during the
last rental period of the Lease Term under this Lease, and (ii) the fair market rental rate of the Premises as of the
commencement of such holdover period.  Such month-to-month tenancy shall be subject to every other term, covenant
and agreement contained herein.   Landlord hereby expressly reserves the right to require Tenant to surrender
possession of the Premises to Landlord as provided in this Lease upon the expiration or other termination of this Lease.
 The provisions of this Article 15 (Surrender of Premises) shall not be deemed to limit or constitute a waiver of any
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other rights or remedies of Landlord provided herein or at law.   If Tenant fails to surrender the Premises upon the
termination or expiration of this Lease, in addition to any other liabilities to Landlord accruing therefrom, Tenant shall
protect, defend, indemnify and hold Landlord harmless from all loss, costs (including reasonable attorneys’ fees) and
liability resulting from such failure, including, without limiting the generality of the foregoing, any claims made by any
succeeding tenant founded upon such failure to surrender, and any lost profits to Landlord resulting therefrom.

ARTICLE 16 DEFAULT - REMEDIES

16.1 Covenants and Conditions.  Tenant’s performance of each of Tenant’s obligations under this Lease is a
condition as well as a covenant.  Tenant’s right to continue in possession of the Premises is conditioned upon such
performance.  Time is of the essence in the performance of all covenants and conditions.

16.2 Events of Default.  The occurrence of any one or more of the following events (“Event of Default”)
shall constitute a default and breach of this Lease by Tenant:

16.2.1 Failure to Pay.  If Tenant fails to pay any Base Rent, or Additional Rent payable under
this Lease or fails to pay any obligation required to be paid by Tenant when and as the same shall become due and
payable and such default continues for a period of three (3) business days after written notice from Landlord indicating
such amount is due (which notice shall be deemed in lieu of and to satisfy the provisions of California Code of Civil
Procedure Section 1161 or any successor statute);

16.2.2 Vacation or Abandonment.  Abandonment or vacation of the Premises by Tenant (as
abandonment is defined and interpreted in accordance with applicable law, including California Civil Code Sections
1951.2 and 1951.3);

16.2.3 Failure to Pay on Three Occasions.  If Tenant on two (2) separate occasions in any one (1) 
calendar year, when on such occasions Rent or any other charge required to be paid by Tenant becomes due, fails to 
pay such Rent or such charge as and when due, where such failure continues for five (5) days after written notice 
thereof by Landlord to Tenant whether or not such Rent or other charge is eventually paid; 

16.2.4 Failure to Perform.  If Tenant fails to perform any of Tenant’s non-monetary
obligations under this Lease for a period of thirty (30) days after written notice from Landlord; provided that if more
time is required to complete such performance, Tenant shall not be in default if Tenant commences such performance
as soon as reasonably possible within the 30-day period and thereafter diligently pursues its completion within no later
than sixty (60) days after the date of Landlord’s notice.  However, Landlord shall not be required to give such notice if
Tenant’s failure to perform constitutes a non-curable breach of this Lease.  The notice required by this subsection is
intended to satisfy any and all notice requirements imposed by law on Landlord and is not in addition to any such
requirement; or

16.2.5 Prohibited Transfer.  If Tenant, by operation of law or otherwise, violates the
provisions of Article 12 (Assignment and Subletting) hereof relating to assignment, sublease, mortgage or other
transfer of Tenant’s interest in this Lease or in the Premises or in the income arising therefrom.

16.2.6 Failure to Comply with Laws.  Tenant, by operation of law or otherwise, violates the
provisions of Article 4 (Tenant’s Conduct of Business) above relating to compliance with Applicable Laws, including
environmental laws.

16.2.7 Other Defaults.  (i) If Tenant makes a general assignment or general arrangement for the
benefit of creditors; (ii) a petition for adjudication of bankruptcy or for reorganization or rearrangement is filed by or
against Tenant and is not dismissed within thirty (30) days; (iii) if a trustee or receiver is appointed to take possession
of substantially all of Tenant’s assets located at the Premises or of Tenant’s interest in this Lease and possession is not
restored to Tenant within thirty (30) days; or (iv) if substantially all of Tenant’s assets located at the Premises or of
Tenant’s interest in this Lease is subjected to attachment, execution or other judicial or nonjudicial seizure which is
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not discharged within thirty (30) days.  If a court of competent jurisdiction determines that any of the acts described in
this subsection does not constitute an Event of Default and a trustee is appointed to take possession (or if Tenant
remains a debtor in possession) and such trustee or Tenant transfers Tenant’s interest hereunder, then Landlord shall
receive, as Additional Rent, the difference between the Rent (or any other consideration) paid in connection with such
assignment or sublease and the Rent payable by Tenant hereunder.  As used in this subsection, the term “Tenant” shall
also mean any guarantor of Tenant’s Obligations under this Lease.  If any such Event of Default shall occur, Landlord,
at any time during the continuance of any such Event of Default, may give written notice to Tenant stating that this
Lease shall expire and terminate on the date specified in such notice, and upon the date specified in such notice this
Lease, and all rights of Tenant under this Lease, including all rights of renewal whether exercised or not, shall expire
and terminate, or in the alternative or in addition to the foregoing remedy, Landlord may assert and have the benefit of
any other remedy allowed herein, at law, or in equity.

16.3 Landlord’s Remedies.  On the occurrence of an Event of Default by Tenant, and at any time thereafter,
with or without notice or demand and without limiting Landlord in the exercise of any right or remedy which Landlord
may have, hereunder or under applicable law Landlord shall be entitled to the following rights and remedies set forth
below.

16.3.1 Termination of Possession.  Terminate Tenant’s right to possession of the Premises by
any lawful means, in which case this Lease shall terminate and Tenant shall immediately surrender possession of the
Premises to Landlord.  In such event Landlord shall have the immediate right to re-enter and remove all persons and
property, and such property may be removed and stored in a public warehouse or elsewhere at the cost of, and for the
account of Tenant, all without service of notice or resort to legal process and without being deemed guilty of trespass,
or becoming liable for any loss or damage which may be occasioned thereby.  In the event that Landlord shall elect to
so terminate this Lease, then Landlord shall be entitled to recover from Tenant all damages incurred by Landlord by
reason of Tenant’s default, including:

(a) The worth at the time of award of any unpaid Rent which had been earned at the time of
such termination; plus

(b) The worth at the time of award of the amount by which the unpaid Rent, which would
have been earned after termination until the time of award, exceeds that portion of such Rent loss which Tenant proves
could have been reasonably avoided; plus

(c) The worth at the time of award of the amount by which the unpaid Rent for the balance of
the Lease Term after the time of award exceeds the amount of such Rent loss which Tenant proves could have been
reasonably avoided; plus

(d) Any other amount necessary to compensate Landlord for all the detriment proximately
caused by Tenant’s failure to perform its obligation under this Lease or which in the ordinary course of things would be
likely to result therefrom, including (i) the cost of restoring the Premises, (ii) retaking possession of the Premises,
including reasonable attorneys’ fees therefor, (iii) maintaining or preserving the Premises after any default, (iv)
preparing the Premises for reletting to a new Tenant, including repairs or alterations to the Premises, (v) any leasing
commission, or (vi) any other costs necessary or appropriate to relet the Premises; plus

(e) At Landlord’s election, such other amounts in addition to or in lieu of the foregoing as
may be permitted from time to time by Applicable Law.

As used in Subsections (a) and (b) above, “worth at the time of award” shall be computed by allowing interest
at the Interest Rate.   As used in Subsection (c) above, the “worth at the time of award” shall be computed by
discounting such amount at the discount rate of the Federal Reserve Bank of San Francisco at the time of award plus
one percentage point.
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Landlord shall not be deemed to have terminated this Lease and the Tenant’s right to possession of the
leasehold or the liability of Tenant to pay Rent thereafter to accrue or its liability for damages under any of the
provisions hereof, unless Landlord shall have notified Tenant in writing that it has so elected to terminate this Lease.
 Tenant covenants that the service by Landlord of any notice pursuant to the unlawful detainer statutes of the State and
the Tenant’s surrender of possession pursuant to such notice shall not (unless Landlord elects to the contrary at the time
of, or at any time subsequent to the service of, such notice, and such election be evidenced by a written notice to
Tenant) be deemed to be a termination of this Lease or of Tenant’s right to possession thereof.

16.3.2 Re-Entry and Removal.  In the event of any such default by Tenant, Landlord shall also
have the right, with or without terminating this Lease, to reenter the Premises to remove all persons and property from
the Premises.  Such property may be removed and stored in a public warehouse or elsewhere at the cost of and for the
account of Tenant.  If Landlord shall elect to re-enter the Premises, Landlord shall not be liable for damages by reason
of such re-entry.

16.3.3 No Termination; Recovery of Rent.  If Landlord does not elect to terminate this Lease
as provided in this Article 16 (Default – Remedies) then Landlord may, from time to time, recover all Rent as it
becomes due under this Lease.   Because Tenant has the right to sublet or assign subject only to the reasonable
limitations set forth in Article 12 (Assignment and Subletting) above, Landlord has the remedy described in California
Civil Code Section 1951.4 (Landlord may continue this Lease in effect after Tenant’s breach and abandonment and
recover Rent as it becomes due, if Tenant has the right to sublet or assign, subject only to reasonable limitations).  At
any time thereafter, Landlord may elect to terminate this Lease and to recover damages to which Landlord is entitled.

16.3.4 Reletting the Premises.  In the event that Landlord should elect to terminate this Lease
and to relet the Premises, it may execute any new lease in its own name.   Tenant hereunder shall have no right or
authority whatsoever to collect any Rent from such tenant.   The proceeds of any such reletting shall be applied as
follows:

(a) First, to the payment of any indebtedness other than Rent due hereunder from
Tenant to Landlord, including storage charges or brokerage commissions owing from Tenant to Landlord as
the result of such reletting;

(b) Second, to the payment of the costs and expenses of reletting the Premises,
including

alterations and repairs which Landlord, in its sole discretion, deems reasonably necessary and advisable and reasonable
attorneys’ fees incurred by Landlord in connection with the retaking of the said Premises and such reletting;

(c) Third, to the payment of Rent and other charges due and unpaid hereunder; and

(d) Fourth, to the payment of future Rent and other damages payable by Tenant under
this Lease.

16.4 Remedies Cumulative; No Waiver.   All rights, options and remedies of Landlord
contained in this Lease shall be construed and held to be cumulative, and no one of them shall be exclusive of
the other, and Landlord shall have the right to pursue any one or all of such remedies or any other remedy or
relief which may be provided by law whether or not stated in this Lease.  No waiver by Landlord of a breach
of any of the terms, covenants or conditions of this Lease by Tenant shall be construed or held to be a waiver
of any succeeding or preceding breach of the same or any other term, covenant or condition therein contained.
 No waiver of any default of Tenant hereunder shall be implied from any omission by Landlord to take any
action on account of such default if such default persists or is repeated, and no express waiver shall affect
default other than as specified in said waiver.  The consent or approval by Landlord to or of any act by Tenant
requiring Landlord’s consent or approval shall not be deemed to waive or render unnecessary Landlord’s
consent to or approval of any subsequent similar acts by Tenant.   No payment by Tenant or receipt by
Landlord of a lesser amount than the monthly Rent herein stipulated shall be deemed to be other than on
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account of the earliest stipulated Rent, nor shall any endorsement or statement on any check or any letter
accompanying any check or payment as Rent be deemed an accord and satisfaction, and Landlord shall accept
such check or payment without prejudice to Landlord’s right to recover the balance of such Rent or pursue
any other remedy available to Landlord under this Lease or at law or in equity.  

16.5 Legal Costs.   Tenant shall reimburse Landlord, upon demand, for any costs or expenses
incurred by Landlord in connection with any breach or default of Tenant under this Lease, whether or not suit
is commenced or judgment entered.   Such costs shall include, but not be limited to:   legal fees and costs
incurred for the negotiation of a settlement, enforcement of rights or otherwise.  Furthermore, if any action for
breach of or to enforce the provisions of this Lease is commenced, the court in such action shall award to the
party in whose favor a judgment is entered a reasonable sum as attorneys’ fees and costs.  Such attorneys’ fees
and costs shall be paid by the losing party in such action.   Tenant shall also indemnify, defend and hold
Landlord harmless from all costs, expenses, demands and liability incurred by Landlord if Landlord becomes
or is made a party to any claim or action (a) instituted by Tenant, or by any third party against Tenant, or by or
against any person holding any interest under or using the Premises by license of or agreement with Tenant;
(b) for foreclosure of any lien for labor or material furnished to or for Tenant or such other person; or (c)
otherwise arising out of or resulting from any act or transaction of Tenant or such other person.  Tenant shall
defend Landlord against any such claim or action at Tenant’s expense with counsel reasonably acceptable to
Landlord or, at Landlord’s election, Tenant shall reimburse Landlord for any legal fees or costs incurred by
Landlord in any such claim or action.

16.6 Waiver of Damages for Re-entry.   Tenant hereby waives all claims by Landlord’s re-
entering and taking possession of the Premises or removing and storing the property of Tenant as permitted
under this Lease and will save Landlord harmless from all losses, costs or damages occasioned Landlord
thereby.  No such re-entry shall be considered or construed to be a forcible entry by Landlord.

16.7 Default By Landlord.  Landlord’s failure to perform or observe any of its obligations under
this Lease shall constitute a default by Landlord under this Lease only if such failure shall continue for a
period of thirty (30) days (or the additional time, if any, that is reasonably necessary to promptly and
diligently cure the failure) after Landlord receives written notice from Tenant specifying the default.   The
notice shall give in reasonable detail the nature and extent of the failure and shall identify this Lease
provisions containing the obligation or obligations.  If Landlord shall default in the performance of any of its
obligations under this Lease (after notice and an opportunity to cure as provided herein), Tenant may pursue
any remedies available to it under law or this Lease, except that in no event shall Landlord be liable for
punitive damages, lost profits, business interruption, speculative, consequential or other damages.  

16.8 Tenant’s Self-Help Rights.  If Landlord fails to perform a repair or maintenance obligation
specifically set forth in this Lease as being the obligation of Landlord, and as a result of such failure, Tenant is
unable to conduct regular business operations within the Leased Premises (a “Landlord Maintenance
Failure”), Tenant shall have the right to deliver Landlord written notice setting forth the details and
circumstances relating to the Landlord Maintenance Failure.  If Landlord fails to take the necessary corrective
action to perform the work or take the action Landlord is required to perform under this Lease within a
reasonable period of time, given the circumstances, after the receipt of such notice, except for emergency
situations but in any event not later than thirty (30) days after receipt of such notice (unless such repair is
reasonably expected to take longer than thirty (30) days and Landlord has commenced such work within said
30-day period and diligently prosecutes such work to completion), then Tenant may proceed to take the
required action upon delivery to Landlord of an additional five (5) business days notice ("Self-Help Notice")
specifying that Tenant is taking such required action (provided, however, that such additional notice shall not
be required in the event of an emergency).   If such action was required under the terms of this Lease to be
taken by Landlord and is not taken by Landlord within said five (5) business day period, then Tenant shall be
entitled to take such action and to receive reimbursement from Landlord for all reasonable and actual out-of-
pocket costs and expenses incurred by Tenant in connection with such action, but only to the extent that such
out-of-pocket costs and expenses incurred by Tenant exceed the costs and expenses that would have been
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payable by Tenant to Landlord pursuant to the terms and provisions of this Lease (such excess to be referred
to herein as the "Reimbursement Amount").  In the event Tenant takes such action, and such work will affect
the systems or structural integrity of the Building, Tenant shall use only those contractors used by Landlord in
the Building for work on such systems or structure unless such contractors are unwilling or unable to perform,
or timely perform, such work, in which event Tenant may utilize the services of any other qualified contractor
which normally and regularly performs similar work in comparable buildings.    Promptly following
completion of any work completed by Tenant pursuant to the terms of this Section 16.8, Tenant shall deliver
to Landlord a detailed statement of the work completed (including a detailed schedule of Tenant's costs of
taking such action which Tenant claims should have been taken by Landlord), the materials used, and all
invoices evidencing the cost of work, together with proof of payment by Tenant.  If Landlord does not deliver
to Tenant a detailed written objection, within thirty (30) days after receipt of such detailed information from
Tenant regarding the work and the Reimbursement Amount, then Tenant shall thereafter be entitled to deduct
from Base Rent next coming due under this Lease the amount set forth in such invoice as the Reimbursement
Amount.   If, however, Landlord delivers to Tenant, within ten (10) business days after receipt of Tenant's
invoice, a written objection to the payment of such invoice, setting forth with reasonable particularity
Landlord's reasons for its claim that such action did not have to be taken by Landlord pursuant to the terms of
this Lease or that the charges claimed as a Reimbursement Amount are excessive (in which case Landlord
shall pay the amount it contends would not have been excessive), and if Landlord and Tenant are unable to
resolve such dispute within ten (10) business days after Tenant's receipt of such written objection from
Landlord, either party may file suit to resolve the issues hereunder or may, by mutual consent, submit such
dispute to binding arbitration in Los Angeles, California according to the then existing rules of commercial
arbitration.  If such dispute is so submitted to litigation or arbitration, Tenant shall not be permitted any such
offset of the disputed amount against Base Rent unless and until any such litigation or arbitration proceedings
are concluded in Tenant's favor.  The costs of any such litigation or arbitration shall be paid as determined by
the arbitrator, or by decision in any litigation, as applicable.

16.9 Limitation of Liability.  Notwithstanding anything to the contrary set forth herein, in no
event shall Tenant or its agents, members, directors, employees or officers be liable for any consequential,
punitive, or speculative damages which arise in connection with this Lease or Tenant’s obligations hereunder,
except in connection with a holdover pursuant to Section 15.2.

ARTICLE 17 SUBORDINATION

17.1 Lease Subordinate.   This Lease shall be subject and subordinate to any mortgage, deed of trust or
ground lease now or hereafter placed upon the Premises or any portion thereof by Landlord, its successors or assigns,
and to amendments, replacements, renewals and extensions thereof.  Tenant agrees at any time hereafter, upon demand,
to execute and deliver any instruments, releases, or other documents that may be reasonably required for the purpose of
subjecting and subordinating this Lease, as above provided, to the lien of any such mortgage, deed of trust or ground
lease.  In addition, upon request by Tenant and provided Tenant is not in default under this Lease, Landlord agrees to
use diligent, commercially reasonable efforts to obtain a non-disturbance agreement from any such mortgage or deed
of trust holder provided that if after exerting such diligent, commercially reasonable efforts Landlord is unable to
obtain such agreement, Landlord shall have no further obligation to Tenant with respect thereto.  Landlord represents
and warrants that as of the date of Landlord’s execution and delivery of this Lease, neither the Building nor Project are
encumbered by any such ground or underlying leases, mortgages or deeds of trust.  Notwithstanding the foregoing,
Tenant’s agreement to enter into a written agreement to subordinate its interest under this Lease to a lien or ground
lease not in existence as of the date of this Lease shall be conditioned upon the holder of such lien, or a ground lessor,
as applicable, confirming in writing that Tenant’s leasehold interest hereunder shall not be disturbed so long as no
default by Tenant exists under this Lease.

17.2 Attornment.   The above subordination shall be effective without the necessity of the execution and
delivery of any further instruments on the part of Tenant to effectuate such subordination.  Notwithstanding anything
hereinabove contained in this Article 17 (Subordination), in the event the holder of any mortgage, deed of trust or
ground lease shall at any time elect to have this Lease constitute a prior and superior lien to its mortgage, deed of trust
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or ground lease, then, and in such event, upon any such holder or Landlord notifying Tenant to that effect in writing,
this Lease shall be deemed prior and superior in lien to such mortgage, deed of trust, ground lease, whether this Lease
is dated prior to or subsequent to the date of such mortgage, deed of trust, ground lease and Tenant shall execute such
attornment agreement or other document as may be reasonably requested by said holder.

17.3 Tenant’s Notice of Default.  Tenant agrees to give any mortgagees, ground Landlords and/or trust deed
holders (“Mortgagee”), by registered or certified mail, a copy of any notice of default served upon Landlord
simultaneously with the delivery of notice to Landlord, provided that prior to such notice Tenant has been notified, in
writing of the address of such Mortgagees. Tenant further agrees that if Landlord shall have failed to cure said default
within the time period prescribed in this Lease, then such Mortgagee shall have an additional twenty (20) day period to
cure such default or if such default cannot be cured within that time, then such additional time as may be necessary if
within said 20-day period such Mortgagee has commenced and is diligently pursuing remedies to cure such default
(including commencement of foreclosure proceedings, if necessary to effect such cure), in which event this Lease shall
not be terminated while such remedies are being so diligently pursued.

ARTICLE 18 BANKRUPTCY OR INSOLVENCY

18.1 Covenants Upon Bankruptcy Filing.   Upon the filing of a petition by or against Tenant under the
Bankruptcy Code, Tenant, as debtor and as debtor in possession, and any trustee who may be appointed, agree as
follows:  (i) to perform each and every obligation of Tenant under this Lease, including the manner of “operations” as
provided in Article 4 (Tenant’s Conduct of Business) of this Lease until such time as this Lease is either rejected or
assumed by order of the United States Bankruptcy Court; (ii) to pay monthly in advance on the first day of each month
as reasonable compensation for use and occupancy of the Premises an amount equal to all Base Rent and other charges
otherwise due pursuant to this Lease; payment of all such Additional Rent to be made by the tenth (10th) of the
succeeding month; (iii) to reject or assume this Lease with in sixty (60) days of the filing of such petition under
Chapter 7 of the Bankruptcy Code or within one hundred twenty (120) days (or such shorter term as Landlord, in its
sole discretion, may deem reasonable so long as notice of such period is given) of the filing of a petition under any
other Chapter; (iv) to give Landlord at least forty-five (45) days prior written notice of any proceeding relating to any
assumption of this Lease; (v) to give at least thirty (30) days prior written notice of any abandonment of the Premises;
any such abandonment to be deemed a rejection of this Lease; (vi) to do all other things of benefit to Landlord
otherwise required under the Bankruptcy Code; (vii) to be deemed to have rejected this Lease in the event of the failure
to comply with any of the above; and (viii) to have consented to the entry of an order by an appropriate United States
Bankruptcy Court providing all of the above, waiving notice and hearing of the entry of same.

18.2 No Waiver of Default.  No default of this Lease by Tenant, either prior to or subsequent to the 
filing of such a petition, shall be deemed to have been waived unless expressly done so in writing by Landlord.

ARTICLE 19 MISCELLANEOUS

19.1 Time is of the Essence.  Time is of the essence with respect to the performance of every provision of
this Lease in which time of performance is a factor.

19.2 Memorandum of Lease.  Neither this Lease nor any Memorandum of this Lease may be recorded by
Tenant without the prior written consent of Landlord.

19.3 Joint and Several Liability.  All parties signing this Lease as Tenant shall be jointly and severally liable
for all obligations of Tenant.  All parties signing this Lease as Landlord shall be jointly and severally liable for all
obligations of Landlord.  

19.4 Broker.  Tenant represents and warrants that it has not had any dealings with any realtors, brokers or
agents in connection with the negotiation of this Lease other than the Brokers identified in the Basic Lease Provisions,
and Tenant shall indemnify, protect, defend (with legal counsel acceptable to Landlord) and hold Landlord harmless
from the failure to pay any realtors, brokers or agents and from any cost, expense or liability for any compensation,
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commission or changes claimed by any other realtors, brokers or agents claiming by, through or on behalf of Tenant
with respect to this Lease and/or the negotiation hereof, other than Broker.   Landlord shall pay a commission or
finder’s fee due to the Brokers in connection with this Lease, pursuant to the terms of a separate written agreement.
 The provisions of this Section 19.4 (Broker) shall survive the expiration or earlier termination of this Lease.

19.5 Estoppel Certificates.  Tenant agrees from time to time, but in no event more than once per year, except
in the event of a breach or default by Tenant hereunder, or if requested by a lender in connection with the proposed sale
or refinancing of the Building or Project, upon not less than ten (10) days prior written request by Landlord to deliver
to Landlord a statement in writing certifying (i) this Lease is unmodified and in full force and effect (or it there have
been modifications, that this Lease as modified is in full force and effect and stating the modifications); (ii) the dates to
which the Rent and other charges have been paid; (iii) Landlord is not in default in any provision of this Lease or, if in
default, the nature thereof specified in detail; (iv) the amount of monthly Rent currently payable by Tenant; (v) the
amount of any prepaid Rent; and (vi) such other matters as may be reasonably requested by Landlord or any mortgagee
or prospective purchaser of the Land.  If Tenant fails to deliver such statement to Landlord within such ten (10) day
period, Landlord and any prospective purchaser or encumbrancer of the Premises may conclusively presume and rely
upon the following facts: (a) the terms and provisions of this Lease have not been changed except as otherwise
represented by Landlord; (b) this Lease has not been canceled or terminated and is in full force and effect, except as
otherwise represented by Landlord; (c) the current amounts of the Base Rent and Additional Rent are, as represented by
Landlord; (d) there have been no subleases or assignments of this Lease; (e) not more than one (1) month’s Base Rent
or Additional Rent or other charges have been paid in advance; and (f) Landlord is not in default under this Lease. In
such event, Landlord is entitled to sign a statement of such facts and Tenant shall be estopped from denying the truth of
such facts.

19.6 Notices.   Except as otherwise required by law, any notice, information, request or reply (“Notice”)
required or permitted to be given under the provisions of this Lease shall be in writing and shall be given or served
either personally or by mail.   Such notices shall also be given in carbon copy via email, if to Tenant to
legal@lulus.com.  If given or served by mail, such Notice shall be deemed sufficiently given if sent by express mail, or
other similar overnight service, provided proof of service is available, addressed to the addresses of the parties
specified in the Basic Lease Provisions, provided that a copy of any notice sent to Landlord shall also be sent to the
address set forth in the Basic Lease Provisions for the payment of Rent and to any mortgagee(s) designated by
Landlord.  Any Notice given or served by overnight mail shall be deemed given or served as of one (1) day after the
date of deposit.  Either party may, by written notice to the other in the manner specified herein, specify an address
within the United States for Notices in lieu of the address specified in the Basic Lease Provisions.

19.7 Landlord’s Agent.  All rights and remedies of Landlord under this Lease or that may be provided by law
may be executed by Landlord in its own name, individually, or in the name of its agent, and all legal proceedings for
the enforcement of any such rights or remedies, including those set forth in Article 18 (Bankruptcy or Insolvency)
above, may be commenced and prosecuted to final judgment and execution by Landlord in its own name or in the
name of its agent.

19.8 Quiet Possession.  Landlord agrees that Tenant, upon paying the Rent and other charges herein provided
for and observing and keeping the covenants, agreements and conditions of this Lease on its part to be kept and
performed, shall lawfully and quietly hold, occupy and enjoy the Premises during the Lease Term in accordance with
and subject to the terms of this Lease.

19.9 Successors.   Subject to the restrictions on assignment and subletting contained herein, all rights and
obligations of Landlord and Tenant under this Lease shall extend to and bind the respective heirs, executors,
administrators, and the permitted concessionaires, successors, subtenants and assignees of the parties.  If there is more
than one (1) Tenant or if Tenant is a partnership or other entity and the members of which are subject to personal
liability, each shall be bound jointly and severally by the terms, covenants and agreements contained in this Lease.

19.10 Severability.   If any term or provision of this Lease shall to any extent be held invalid or
unenforceable, the remaining terms and provisions of this Lease shall not be affected thereby, but each term and
provision of this
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Lease shall be valid and enforced to the fullest extent permitted by law.  This Lease shall be construed and enforced in
accordance with the laws of the state in which the Premises are located.

19.11 Landlord’s Liability.  Notwithstanding anything to the contrary contained in this Lease, it is expressly
understood and agreed by and between the parties hereto that:  (i) the recourse of Tenant or its successors or assigns
against Landlord with respect to any alleged breach by or on the part of Landlord of any representation, warranty,
covenant, undertaking or agreement contained in this Lease or otherwise arising out of Tenant’s use of the Premises
(collectively, “Landlord’s Lease Undertakings”) shall extend only to Landlord’s interest in the real estate of which
the Premises demised under this Lease are a part (“Landlord’s Real Estate”) and not to any other assets of Landlord
or its beneficiaries; and (ii) except to the extent of Landlord’s interest in Landlord’s Real Estate, no personal liability or
personal responsibility of any sort with respect to any of Landlord’s Lease Undertakings or any alleged breach thereof
is assumed by, or shall be asserted or enforceable against Landlord or any of Landlord’s directors, officers, employees,
agents, partners, beneficiaries, trustees or representatives.

19.12 Transfers by Landlord.  The term “Landlord” as used in this Lease so far as covenants or obligations
on the part of Landlord are concerned, shall be limited to mean and include only the owner or owners of the Land at
the time in question, and in the event of any transfer or conveyance, the then grantor shall be automatically freed and
released from all personal liability accruing from and after the date of such transfer or conveyance as respects the
performance of any covenant or obligation on the part of Landlord contained in this Lease to be performed, it being
intended hereby that the covenants and obligations contained in this Lease on the part of Landlord shall be binding on
the Landlord, it successors and assigns, only during and in respect to their respective successive periods of ownership.
 In the event of a sale or conveyance by Landlord of the Land or any part of the Land, the same shall operate to release
Landlord from any future liability upon any of the covenants or conditions herein contained and in such event Tenant
agrees to look solely to the responsibility of the successor in interest of Landlord in and to this Lease.  This Lease shall
not be affected by any such sale or conveyance, and Tenant agrees to attorn to the purchaser or grantee, which shall be
personally obligated on this Lease only so long as it is the owner of Landlord’s interest in and to this Lease.

19.13 Interpretation.  The marginal or topical headings used in this Lease are for convenience only and do
not define, limit or construe the contents of said Articles.  The word “including” or any similar word means “including,
without limitation.”

19.14 Entire Agreement.  This Lease contains all the agreements and understandings relating to the leasing
of the Premises and the obligations of Landlord and Tenant in connection with such leasing.  Landlord has not made
and Tenant is not relying upon any warranties, representations, promises or statements by Landlord or any agent of
Landlord except as expressly set forth in this Lease.   This Lease supersedes any and all prior agreements and
understandings between Landlord and Tenant and alone expresses the agreement of the parties.

19.15 Modifications or Amendments.   This Lease can only be modified or amended by an agreement in
writing signed by the parties hereto.   No receipt of money by Landlord from Tenant or any other person after
termination of this Lease or after the service of any notice or after the commencement of any suit, or after final
judgment for possession of the Premises shall reinstate, continue or extend the Lease Term or affect any such notice,
demand or suit, or imply consent for any action for which Landlord’s consent is required, unless specifically agreed to
in writing by Landlord.  Any amounts received by Landlord may be allocated to any specific amounts due from Tenant
to Landlord as Landlord determines.

19.16 Landlord Control.  Landlord shall have the right to close any portion of the Land outside the Building
as may, in Landlord’s reasonable opinion, be necessary to prevent a dedication thereof or the accrual of any rights to
any person or the public therein.  No implied easements are granted by this Lease.  Landlord shall in no event be liable
for any lack of security with respect to the Premises.

19.17 Not Binding Until Properly Executed.  The submission of this document for examination does not
constitute an offer to lease, or a reservation of, or option for, the Premises.  This document until executed is not binding
on either Landlord or Tenant and becomes effective and binding only upon the execution and delivery hereof by the
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proper officers of Landlord and by Tenant.  Tenant confirms that Landlord and its agents have made no representations
or promises with respect to the Premises or the making or for entry into this Lease except as in this Lease expressly set
forth, and agrees that no claim or liability shall be asserted by Tenant against Landlord for, and Landlord shall not be
liable by reason of, breach of any representations or promises not expressly stated in this Lease.  This Lease, except for
the Rules and Regulations of the Land, in respect to which Section 19.18 (Building Rules and Regulations) below shall
prevail, can be modified or altered only by agreement in writing between Landlord and Tenant, and no act or omission
of any employee or agent of Landlord shall alter, change or modify any of the provisions hereof.

19.18 Rules and Regulations.  Tenant shall perform, observe and comply with the Rules and Regulations of
Landlord as set forth in Exhibit B (Rules and Regulations) attached hereto and incorporated herein by reference and as
modified from time to time by Landlord, with respect to the safety, care and cleanliness of the Premises, and the
preservation of good order thereon, and, upon written notice thereof to Tenant, Tenant shall perform, observe, and
comply with any reasonable, lawful, non-discriminatory changes, amendments or additions thereto as from time to
time shall be established and deemed advisable by Landlord.  Landlord shall promulgate and enforce its Rules and
Regulations in a reasonable and non-discriminatory manner and make good faith efforts to uniformly enforce its Rules
and Regulations against tenants of the Project.

19.19 Tenant’s Compliance.  All rights and occupancy of Tenant herein shall be subject to all governmental
laws, ordinances and regulations, and Tenant shall comply with the same, including compliance with the Americans
with Disabilities Act, and shall comply with the requirements of any fire insurance underwriters or other similar body
now or hereafter constituted relating to or affecting the condition, use or occupancy of the Premises. Tenant shall use
the Premises and comply with any recorded covenants, conditions, and restrictions affecting the Premises in the Land
as of the commencement of this Lease or which are recorded during the Term.

19.20 Force Majeure.   Any prevention, delay or stoppage due to strikes, lockouts, labor disputes, acts of
God, inability to obtain services, labor, or materials or reasonable substitutes therefor, governmental actions, civil
commotions, fire or other casualty, earthquake, and other causes beyond the reasonable control of the party obligated to
perform, except with respect to the obligations imposed with regard to Rent and other charges to be paid by Tenant
pursuant to this Lease and except with respect to Tenant’s obligations under the Work Letter (collectively, the “Force
Majeure”), notwithstanding anything to the contrary contained in this Lease, shall excuse the performance of such
party for a period equal to any such prevention, delay or stoppage and, therefore, if this Lease specifies a time period
for performance of an obligation of either party, that time period shall be extended by the period of any delay in such
party’s performance caused by a Force Majeure.  Landlord shall incur no liability to Tenant with respect to, and shall
not be responsible for any failure to perform any of Landlord’s obligations hereunder if such failure is caused by any
Force Majeure.  For purposes of this  Section 19.20 (Force Majeure), the following shall be included as causes beyond
the reasonable control of the party obligated to perform: epidemic; pandemic; disease; illness; national, regional or
local emergency; quarantine; and governmental order, and in the event of any Force Majeure, Tenant's obligation to
pay Rent and other amounts due under this Lease shall not be abated or limited in the event access to, use of, and/or
services provided to the Premises, the Building, and/or the Project is or are prevented, limited or impaired in
compliance with Applicable Laws or as a precaution in connection with a community health emergency.

19.21 Obligations Survive Termination.   All obligations of Tenant and Landlord hereunder not fully
performed as of the expiration or earlier termination of the Lease Term shall survive the expiration or earlier
termination of the Lease Term hereof, including all payment obligations with respect to Taxes, all indemnity
obligations, and all obligations concerning the condition of the Premises.

19.22 Waiver and Time to Bring Claim.  Any claim which either party may have against the other party for
default in performance of any of the obligations herein shall be deemed waived unless such claim is asserted by written
notice to the allegedly defaulting party within thirty (30) days of the party’s discovery of the other party’s alleged
default or of accrual of the cause of action and unless suit be brought thereon within one (1) year subsequent to the
accrual of such cause of action.
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19.23 Tenant Authorization.  If Tenant is a corporation or partnership, each individual executing this Lease
on behalf of the corporation or partnership represents and warrants that he or she is duly authorized to execute and
deliver this Lease on behalf of the corporation or partnership, and that this Lease is binding upon the corporation or
partnership.   If Tenant is a corporation, the person executing this Lease on behalf of Tenant hereby covenants and
warrants that (a) Tenant is a duly qualified corporation and all steps have been taken prior to the date hereof to qualify
Tenant to do business in the State where the Premises are situated, (b) all franchise and corporate taxes have been paid
to date, and (c) all future forms, reports, fees and other documents necessary to comply with Applicable Laws will be
filed when due.   Tenant shall furnish to Landlord promptly upon demand, a corporate resolution, proof of due
authorization of partners, or other appropriate documentation reasonably requested by Landlord evidencing the due
authorization of Tenant to enter into this Lease.

19.24 Governing Laws.  This Lease shall be governed by and construed in accordance with the internal laws
of the State of California.

19.25 Rights Cumulative.  Except as provided herein to the contrary, the rights and remedies of Landlord
specified in this Lease shall be cumulative and in addition to any other rights and/or remedies otherwise available,
whether or not specified in this Lease.

19.26 No Partnership or Joint Venture.  This Lease shall not be deemed or construed to create or establish
relationship or partnership or joint venture or similar relationship or arrangement between Landlord and Tenant
hereunder.

19.27 Attorneys’ Fees.  In the event of any action or proceeding between Landlord and Tenant arising from or
relating to the interpretation or enforcement of this Lease or any default hereunder, the prevailing party in such action
or proceeding shall be entitled to recover from the other party all of its attorneys’ fees and costs incurred therein,
including any attorneys’ fees and costs incurred on any appeal from the action or proceeding.

19.28 Tenant’s Financial Statements.   Upon request from time to time, Tenant agrees to provide to
Landlord, within ten (10) days of written request, current financial statements for Tenant, dated no earlier than one (1)
year prior to such request, certified as accurate by Tenant or, if available, audited financial statements prepared by an
independent certified public accountant with copies of the auditor’s statement.   If any Guaranty is executed in
connection with this Lease, Tenant also agrees to deliver to Landlord, within ten (10) days of written request, current
financial statements of the Guarantor in a form consistent with the above criteria.  All such financial statements will be
delivered to Landlord and any such lender or purchaser in confidence and shall only be used for purposes of evaluating
the financial strength of Tenant or of Guarantor, as applicable.  Notwithstanding the foregoing, Tenant’s or Guarantor’s
obligations to deliver financial statements to Landlord as set forth herein, shall not be applicable, so long as the entity
for which financials are being requested is publicly traded.  In clarification of the foregoing with respect to Tenant's
obligation to deliver financials for the Tenant entity, Landlord confirms and agrees that if Landlord makes a written
request for Tenant's financials in accordance with the terms hereof, and at the time of such request, no financials for
Tenant are prepared in the ordinary course and there are no publicly available financials for Tenant, then Tenant may
satisfy its obligation to deliver to Landlord financials by delivering to Landlord written confirmation certified by
Tenant’s Chief Financial Officer stating that (a) no Tenant financials are prepared or available as referenced above, (b)
there has occurred no material adverse change in the financial condition of Tenant, and (c) Tenant then has sufficient
financial strength and resources to perform the obligations of Tenant under the Lease.  Tenant confirms that as of the
date hereof, Landlord may access true, correct and complete, consolidated financial statements for Tenant through
Tenant's website at www.investors.lulus.com/financialinformation/sec-filings.   Notwithstanding anything to the
contrary contained herein, so long as the consolidated financial statements for Tenant continue to be publicly available
on the website referenced above or are otherwise publicly available and fully accessible on the Securities and
Exchange Commission website, then Tenant shall not be obligated to deliver financial statements to Landlord pursuant
to the terms of this Section 19.28.

19.29 Counterparts.  This Lease may be executed in counterparts, all of which, when taken together, shall
constitute a fully executed original, with the same effect and validity as a single, original agreement signed by all of
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the parties. Landlord and Tenant agree that the execution of this Lease by electronic means (including by use of
DocuSign or similar means and/or by use of digital signatures) and/or the delivery of an executed copy of this Lease by
e-mail shall be legal and binding and shall have the same full force and effect as if an original executed copy of this
Lease had been delivered.  Signed copies of this Lease or of the signature pages hereto may also be exchanged by mail
(either United States Postal Service or via reputable overnight carrier), e-mail in pdf or other printable format, and any
such method shall be equally binding on the parties and shall have the same legal effect as delivery of an original
executed copy of this Lease for all purposes, and in all circumstances, including, but not limited to, collection,
admissibility, authentication, or any other legal purpose.   Landlord acknowledges and agrees that Tenant may from
time to time retain information and documents electronically (such as in optical, digital or other electronic storage and
retrieval system) and destroy the original documents.

19.30 Confidentiality.  Tenant acknowledges that the content of this Lease and any related documents are
confidential information.  Tenant shall keep such confidential information strictly confidential and shall not disclose
such confidential information to any person or entity other than Tenant's financial, legal, and space planning
consultants.

19.31 Guaranty.  Tenant shall cause the Guarantors set forth in Section 9 of the Basic Lease Provisions to
unconditionally guarantee the full, prompt and faithful payment by Tenant of each and every amount, debt or liability
required to be paid by Tenant under this Lease in the time and manner called for under this Lease, including, but not
limited to, payment of all rent and any other amounts provided for hereunder, all upon terms and conditions of the
Guaranty of Lease in the form attached hereto as Exhibit D (the “Guaranty”).  As a condition to the effectiveness of
this Lease and Landlord’s execution and delivery hereof, Tenant shall cause the Guarantors to deliver to Landlord the
duly executed Guaranty concurrently with Tenant’s execution of this Lease.

[SIGNATURES ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, the parties have executed this Lease as of the day and year first above written.



LANDLORD:

8303-8315 MELROSE AVE LLC,  

Name: 
Title:________________________________

and

MELROSE INVESTMENT GROUP LLC,

By:  
Name: 
Title:________________________________
TENANT:

LULU’S FASHION LOUNGE, LLC,

By:  
Name:

Title:________________________________

S-1

a California limited liability company

By:  
Name:
Title:  

By:  

Manager

Jerry Illoulian

​

a California limited liability company  

By:  
Name:
Title:  

Jerry Illoulian
Manager

​

a Delaware limited liability company

By:  
Name:
Title:  

Crystal Landsem

CEO
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DESCRIPTION OF THE PREMISES
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EXHIBIT B

RULES AND REGULATIONS

1. All loading and unloading of goods shall be done only at such times, in the areas, and through the
entrances, designated by Landlord for such purposes.  If change in location is required, approval of Landlord must be
obtained.

2. The delivery or shipping of merchandise, supplies and fixtures to and from the Premises shall be
subject to such rules as in the judgment of Landlord are necessary for the proper operation of the Premises or Project.

3. All garbage and refuse shall be kept in sealed plastic garbage bags and shall be placed within trash
dumpsters provided by Landlord for Tenant’s non-exclusive use, the cost of which shall be included in Operating
Expenses as defined above.

4. No loud speakers, televisions, phonographs, radios or other devices shall be used in a manner so as
to be heard or seen outside of the Premises without prior written consent of Landlord.

5. Tenant shall not place or permit any obstructions or merchandise in areas adjoining the Premises.

6. Tenant and Tenant’s employees shall park their cars only in those portions of the parking area, if any,
designated for that purpose by Landlord.   Tenant shall furnish Landlord with State automobile license numbers
assigned to Tenant’s car or cars, and cars of Tenant’s employees, within five (5) days after taking possession of the
Premises and shall thereafter notify Landlord of any changes.   The parking is for the benefit of the customers and
patrons of the Project.  No cars may be left overnight or serviced at the Project.

7. The plumbing facilities shall not be used for any other purpose than that for which they are
constructed, and no foreign substance of any kind such as detergents shall be thrown therein, and the expense of any
breakage, stoppage, or damage resulting from a violation of this provision shall be borne by Tenant, who shall, or
whose employees, agents or invitees shall, have caused it.

8. Tenant shall use, at Tenant’s cost, such pest extermination as Landlord may require.

9. Tenant shall not use or permit to be used, the sidewalk adjacent to, or any other space outside, the
Premises for display, sale or any other similar undertaking.

10. Tenant shall not use, or permit to be used, any advertising medium which may be heard outside the
Premises or which does not comply with the general policies or rules and regulations then in effect.

11. Tenant shall not subject any fixtures or equipment, which are so affixed to the realty so as to become
part thereof to any mortgages, liens, conditional sales agreements or encumbrances.

12. Tenant shall not perform any act or carry on any practice, which may damage, mar or deface the
Premises or any other part of the Project.

13. Tenant shall permit exterior maintenance and janitorial services in and for the Premises.

14. Tenant shall not place a load on any floor in the Premises exceeding the floor load per square foot,
which such floor was designed to carry, or install, operate or maintain therein any heavy item of equipment except in
such manner as to achieve a proper distribution of weight.

15. Tenant shall not install, operate or maintain in the Premises any electrical equipment, which will
overload the electrical equipment or the electrical system, or any part thereof, beyond its reasonable capacity for
proper
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and safe operation as determined by Landlord in light of the overall system and requirements therefore in the Project,
or which does not bear Underwriter’s Laboratory approval.

16. If Tenant uses any products that produce grease, Landlord has the right to require Tenant to install
“grease traps” at Tenant’s sole cost and expense, and Tenant agrees to maintain and repair such grease traps.  If Tenant
fails to install, maintain or clean the said grease traps, Landlord shall have the right to perform the aforesaid work for
Tenant and charge Tenant for Landlord’s cost.

17. Tenant shall comply with any energy efficiency programs or reporting requirements that Landlord
implements at the Project.  Tenant shall use water conservation devices where necessary so as not to overburden the
sewer system or the water supply.   In connection with the heating and air-conditioning system, the water is to be
recycled wherever possible.

18. Tenant shall not conduct or permit to be conducted retail sales and/or promotions directly into any
Common Areas.

19. Tenant shall faithfully observe the minimum hours of operation required under the Lease and shall
open its Premises to conduct its business therein on the days and at the times specified in this Lease.

20. Tenant and Tenant’s agents shall not solicit business in the Common Areas, nor shall Tenant or its
agents distribute any handbills or other advertising matter in or on automobiles parked in the parking areas of the
Project.

21. Tenant, if required by same, shall hire, pay for and supervise any security system, individual or
company which Tenant may desire.   Landlord shall not be liable for the acts, errors, or omissions of such security
system, individual, or company.  Landlord does not provide any such security.  Any company or individual providing
such services shall be licensed, bonded and self-insured, and shall name Landlord as additional insured in its policy.

22. The installation of security bars, roll-up doors, and/or gates on the façade of the Premises or
anywhere on the Common Areas or exterior of the Project is strictly forbidden.

23. Tenant shall at all times comply with, and shall cause its employees, agents and invitees to comply
with such orders, laws, programs, procedures and protocols as may be implemented from time to time at or with
respect to the Project in order to address any events or circumstances that may pose a danger or risk to persons or
property, including, without limitation, community health emergencies, including any epidemic, quarantine, or any
infectious disease-related outbreak.  Such cooperation and compliance may include compliance with Project shutdown
orders and reduced access to use of Common Areas, parking facilities, elevators and other Project systems and
amenities, and may also include participation in screening programs intended to identify those persons who may
present a risk of contagion of infectious diseases and conditions.  Tenant shall also immediately notify Landlord or
Landlord’s property manager of any persons entering the Project who have a contagious condition or who may
otherwise present a risk of contagion or infection of others.  In the event Tenant becomes aware that a person entering
the Project or Tenant’s Premises has contracted a contagious condition, Tenant shall immediately notify Landlord and
the Project’s Property Manager, and in such event the Premises, the Common Areas on Tenant’s floors, and affected
areas will be thoroughly cleaned and disinfected at Tenant’s cost.   Tenant shall also follow (and shall cause its
employees and invitees to follow) County Health and CDC Guidelines with regard to quarantine and isolation of all
persons coming into contact with the infected person(s).

24. Tenant shall establish and maintain an “Emergency Preparedness Plan” setting forth the steps to be
taken by Tenant in the event of an emergency situation that affects access to and use of the Project and the Premises,
including plans for business continuity in such a situation.  Tenant shall upon request provide Landlord, Landlord’s
insurer and Landlord’s lender with a copy of Tenant’s Emergency Preparedness Plan, which shall include, without
limitation, mobile phone numbers of at least two (2) representatives of Tenant who are able to contact all persons who
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are customarily or anticipated to be present in the Premises.  Tenant shall update those mobile phone numbers from
time to time as necessary to assure that Landlord may at any time contact those representatives.  If Landlord so

-2-
requests at any time, Tenant's representatives shall immediately notify all persons who are customarily or anticipated to
be present in the Premises that access to the Premises, the Building, and the Project has been suspended or limited by
Landlord in response to an emergency condition as well as such additional information concerning that emergency
condition as provided by Landlord, and Tenant shall require that all such persons comply with any measures as may be
implemented by Landlord to address any emergency conditions from time to time.

Landlord reserves the exclusive right to alter, change and/or modify these rules and regulations.  An amended copy of
said rules and regulations will be provided to Tenant within fifteen (15) days of implementation.
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EXHIBIT C

FORM OF AMENDMENT TO LEASE

 THIS AMENDMENT TO LEASE (this “Amendment”) is made and entered into effective as of _________________,
20__, by and between 8303-8315 MELROSE AVE LLC, a California limited liability company and MELROSE
INVESTMENT GROUP LLC, a California limited liability company (collectively, “Landlord”), and LULU’S
FASHION LOUNGE, LLC, a Delaware limited liability company (“Tenant”).

RECITALS:

A. Landlord and Tenant entered into that certain Commercial Lease Agreement dated as of June 29,
2023 (the “Lease”), pursuant to which Landlord leased to Tenant and Tenant leased from Landlord certain “Premises”,
as described in the Lease, in that certain Building located at 8303 Melrose Avenue, Los Angeles, California.

B. Except as otherwise set forth herein, all capitalized terms used in this Amendment shall have the
same meaning as such terms have in the Lease.

C. Landlord and Tenant desire to amend the Lease to confirm the commencement and expiration dates
of the term, as hereinafter provided.

NOW, THEREFORE, in consideration of the foregoing Recitals and the mutual covenants contained herein,
and for other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the
parties hereto agree as follows:

1. Confirmation of Dates.   The parties hereby confirm that (a) the Premises has been delivered to
Tenant, (b) the Lease Term commenced as of ____________________ (the “Commencement Date”), for a term of
_________________________ ending on _______________________ (the “Expiration Date”) (unless sooner
terminated as provided in the Lease), and (c) payment of rent will commence on _______________ (the “Rent
Commencement Date”).

2. No Further Modification.  Except as set forth in this Amendment, all of the terms and provisions
of the Lease shall remain unmodified and in full force and effect.

[SIGNATURES APPEAR ON NEXT PAGE]
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IN WITNESS WHEREOF, this Amendment to Lease has been executed as of the day and year first above

written.

LANDLORD: TENANT:

8303-8315 MELROSE AVE LLC,  LULU’S FASHION LOUNGE, LLC,
a California limited liability company a Delaware limited liability company

 
By: By:    Name: Name: Title:  

 Title:  
 
 

By:   By:  
Name:  Name: 
Title:________________________________ Title:________________________________

 
and

MELROSE INVESTMENT GROUP LLC,
a California limited liability company  

By:   

Name:   Title:  

By:  
Name: 
Title:________________________________

​

​
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EXHIBIT D

FORM OF GUARANTY OF LEASE

GUARANTY OF LEASE

IN CONSIDERATION of and as an inducement for the granting, execution and delivery by 8303-8315 MELROSE
AVE LLC, a California limited liability company, and MELROSE INVESTMENT GROUP LLC, a
California limited liability company, as landlord (collectively, "Landlord"), of the Lease (the "Lease") dated June 29,
2023, with LULU’S FASHION LOUNGE. LLC., a Delaware limited liability company, as tenant ("Tenant"),
relating to the leasing and use of those certain premises located at 8303 Melrose Avenue,  Los Angeles, California, as
more particularly described in the Lease (the "Premises"), the undersigned, LULU’S FASHION LOUNGE
HOLDINGS, INC., a Delaware corporation ("Guarantor"), hereby covenants and agrees as follows:

1. Guarantor unconditionally and irrevocably guarantees to Landlord the full and prompt payment of
Rent (as such term is defined in the Lease) and any and all other sums and charges payable by Tenant under the Lease,
and hereby unconditionally and irrevocably guarantees the full, faithful and timely performance and observance of all
the covenants, terms, conditions and agreements required to be performed and observed by Tenant under the Lease and
any amendment, modification or renewal thereof.

2. Guarantor hereby covenants and agrees to and with Landlord that if a default shall at any time be
made by Tenant in the payment of any such Rent or other such sums and charges payable by Tenant under the Lease, or
if Tenant should default in the performance and observance of any of the terms, covenants, provisions or conditions
contained in the Lease or, should Rent or other sums and charges not be paid or terms, covenants, provisions and
conditions not be performed in the event of a Financial Proceeding (as defined in Paragraph 10 below), Guarantor shall
and forthwith pay such Rent and other such sums and charges and any arrears thereof (including, without limitation,
damages, interest, costs, fees, attorneys' fees and expenses) (collectively, the "Lease Amounts"), and shall and will
forthwith pay all Lease Amounts that (a) may arise in connection with or otherwise relate to any default by Tenant
under the Lease and/or any enforcement of this Guaranty, or (b) would have accrued under the Lease but for the
commencement of a Financial Proceeding.

3. Guarantor's obligations under this Guaranty shall be binding on Guarantor's successors and assigns.
All references in this Guaranty (a) to Landlord and Tenant shall include their successors, assigns or subtenants, as the
case may be; (b) to Tenant, shall also include any entity created by or pursuant to any Financial Proceeding; and (c) to
Tenant, shall include any successors in interest to Tenant (whether or not directly succeeding Tenant) by reason of an
Event of Reorganization (as defined in Paragraph 10 below).

4. The provisions of the Lease may be changed by agreement between Landlord and Tenant without the
consent of or notice to Guarantor.  The provisions of the Lease may be changed by agreement between Landlord and
any permitted assignee of Tenant or any subsequent assignee without the consent of or notice to Guarantor.  The Lease
may be assigned by Landlord or Tenant, and the Premises, or a portion thereof, may be sublet by Tenant, all in
accordance with the provisions of the Lease, without the consent of or notice to Guarantor.   This Guaranty shall
guarantee the performance of the Lease so assigned.   Without limiting the generality of the foregoing, Guarantor
waives the rights and benefits of California Civil Code Sections 2819 and 2820 with respect to any change to the Lease
between Landlord and Tenant, and with respect to any change to the Lease between Landlord and any permitted
assignee of Tenant or any subsequent assignees, and agrees that by doing so Guarantor's liability shall continue even if
(a) Landlord and Tenant alter any Lease obligations, or Landlord and any permitted assignee of Tenant or any
subsequent assignees alter the Lease obligation, or (b) Guarantor's remedies or rights against Tenant are impaired or
suspended without Guarantor's consent by such alteration of Lease obligations.

5. This Guaranty shall not be modified or affected by Landlord's failure or delay from time to time to
enforce any of its rights under either the Lease or this Guaranty.
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6. If Tenant breaches or otherwise is in default under the Lease, Landlord may proceed against either
Guarantor or Tenant, or both, or Landlord may enforce against Guarantor or Tenant any rights that Landlord has under
the Lease, in equity or under applicable law.  If the Lease terminates and Landlord has any rights against Tenant after
termination, Landlord may enforce those rights against Guarantor, without giving previous notice to Tenant or
Guarantor.  Guarantor hereby agrees that no notice of default need be given to Guarantor, it being specifically agreed
and understood that this Guaranty of the undersigned is a continuing guarantee under which Landlord may proceed
forthwith and immediately against Tenant or against Guarantor following any breach or default by Tenant.

7. Guarantor hereby waives all benefits and defenses under California Civil Code Sections 2845, 2848,
2849 and 2850, including without limitation: (a) the right to require Landlord to proceed against Tenant, proceed
against or exhaust any security that Landlord holds from Tenant, or pursue any other remedy in Landlord's power; (b)
any defense to its obligations hereunder based on the termination of Tenant's liability; (c) all presentments, demands
for performance, notices of nonperformance, protests, notices of protest, notices of dishonor, and notices of acceptance
of this Guaranty; and (d) all notices of the existence, creation, or incurring of new or additional obligations.  Landlord
shall have the right to enforce this Guaranty regardless of the acceptance of additional security from Tenant and
regardless of the release or discharge of Tenant by Landlord or by others, or by operation of any law.

8. The obligations of Tenant under the Lease to execute and deliver estoppel certificates and applicable
financial statements, if any, shall be interpreted to also require such documents from Guarantor with respect to this
Guaranty within the same time periods prescribed in the Lease, except that such certificates and statements shall be
with regard to the Guaranty, not the Lease.

9. Guarantor's liability hereunder shall continue until all sums due and owing Landlord under the Lease
have been paid and all obligations of Tenant to be performed under the Lease have been performed, all to the
satisfaction of Landlord.

10. The obligations of Guarantor under this Guaranty shall remain in full force and effect and Guarantor
shall not be discharged by any of the following events with respect to Tenant or Guarantor: (a) insolvency, bankruptcy,
reorganization arrangement, adjustment, composition, assignment for the benefit of creditors, liquidation, winding up
or dissolution (each, a "Financial Proceeding"); (b) any merger, acquisition, consolidation or change in entity
structure, or any sale, lease, transfer, or other disposition of any entity's assets, or any sale or other transfer of interests
in the entity (each, an "Event of Reorganization"); or (c) any sale, exchange, assignment, hypothecation or other
transfer, in whole or in part, of Landlord's interest in the Premises or the Lease.  Nothing in this Paragraph 10 shall
diminish the effect of any subsequent written agreement between Guarantor and Landlord.

11. Guarantor hereby represents and warrants that it has executed this Guaranty based solely on its
independent investigation of Tenant's financial condition.   Guarantor hereby assumes responsibility for keeping
informed of Tenant's financial condition and all other circumstances affecting Tenant's performance of its obligations
under the Lease.  Absent a written request for such information by Guarantor, Landlord shall have no duty to advise
Guarantor of any information known to it regarding such financial condition or circumstances.

12. Guarantor further agrees that it may be joined in any action against Tenant in connection with the
said obligations of Tenant and recovery may be had against Guarantor in any such action.  Guarantor hereby expressly
waives the benefits and defenses under California Civil Code Sections 2821, 2839, 2847, 2848, 2849 and 2855 to the
fullest extent permitted by applicable law.   Guarantor agrees not to exercise any of its rights of subrogation or
reimbursement against Tenant until after all amounts due and owing under the Lease have been paid.  If the foregoing
waiver is determined by a court of competent jurisdiction to be void or voidable, Guarantor agrees to subordinate its
rights of subrogation and reimbursement against Tenant to Landlord's rights against Tenant under the Lease.

13. Guarantor hereby represents and warrants that, as of the date of the execution of this Guaranty by
Guarantor, there is no action or proceeding pending or, to Guarantor's knowledge after due inquiry, threatened against
Guarantor before any court or administrative agency which could adversely affect the Guarantor's financial condition.
 The foregoing representation and warranty shall survive the execution and delivery of this Guaranty and is expressly
made for the benefit of Landlord, and Landlord's partners, lenders, representatives, successors and assigns.
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14. This Guaranty shall be one of payment and performance and not of collection.  If there is more than
one undersigned Guarantor, the term Guarantor, as used herein, shall include and be binding upon each and every one
of the undersigned, and each of the undersigned shall be jointly and severally liable hereunder.  If there is more than
one undersigned Guarantor, Landlord shall have the right to join one or all of them in any proceeding or to proceed
against them in any order.

15. Guarantor shall indemnify, defend (with counsel acceptable to Landlord), protect and hold harmless
Landlord, and Landlord's partners, lenders, representatives, successors and assigns equivalent to any indemnification
obligation of Tenant as set forth in the Lease.

16. The term "Lease" whenever used in this Guaranty shall be deemed, and interpreted so as, to also
include any renewals or extensions of the initial or renewal term(s), as the case may be, and any holdover periods
thereunder.  

17. All demands, notices and other communications under or pursuant to this Guaranty shall be in
writing, and either personally delivered or given or served by mail. Such notices shall also be given in carbon copy via
email, if to Guarantor to legal@lulus.com.  If given or served by mail, such Notice shall be deemed sufficiently given
if sent by express mail, or other similar overnight service, provided proof of service is available, addressed as set forth
below.  Any Notice given or served by express mail or similar overnight service shall be deemed given or served as of
one (1) day after the date of deposit.  Either party may, by written notice to the other in the manner specified herein,
specify such other address for the giving of notice.  

Landlord:

8303-8315 MELROSE AVE LLC and MELROSE
INVESTMENT GROUP LLC
659 N. Robertson Blvd.
West Hollywood, California 90069
Attention: Chris Trueblood Email:

chris@faring.com   Guarantor:

LULU’S FASHION LOUNGE HOLDINGS, INC.
195 Humboldt Avenue
Chico, California  95926
Attention:  Legal Department

18. Guarantor hereby represents and warrants that is duly authorized to execute and deliver this
Guaranty; that this Guaranty is binding on Guarantor in accordance with its terms; that the terms and provisions of this
Guaranty are intended to be valid and enforceable in accordance with its terms; and that the signatory to this Guaranty
is duly authorized to bind Guarantor and execute this Guaranty on Guarantor's behalf.

19. Landlord may assign this Guaranty in conjunction with the assignment of all or any portion of
Landlord's interest in the Lease, without the necessity of obtaining Guarantor's consent thereto, and any such
assignment shall not affect, or otherwise relieve, Guarantor from its obligations or liability hereunder.  Guarantor may
not assign or otherwise delegate any of its rights or obligations hereunder without first obtaining Landlord's written
consent thereto, which consent may be withheld in Landlord's sole discretion.   The terms and provisions of this
Guaranty shall inure to the benefit of Landlord and Landlord's partners, lenders, representatives, successors and
assigns.   Guarantor hereby acknowledges that Landlord is relying upon Guarantor's covenants, representations and
warranties contained in this Guaranty in entering into the Lease with Tenant, and Guarantor hereby undertakes to
perform its obligations hereunder promptly and in good faith.

20. If all or any portion of the obligations guaranteed hereunder are paid or performed and all or any part
of such payment or performance is avoided or recovered, directly or indirectly, from Landlord as a preference,



DocuSign Envelope ID: 8AD56723-1CA7-49A1-A144-808922A962D5

[FINAL EXECUTION COPY] EXHIBIT D 8303 MELROSE AVENUE SMRH:4888-9988-7969.11 Lulu’s Fashion Lounge, LLC
062923 -4- 54RL-374105

fraudulent transfer or otherwise, then Guarantor's obligations hereunder shall continue and remain in full force and
effect as to any such avoided or recovered payment or performance.

21. All representations and warranties by Guarantor contained herein or made in writing pursuant to this
Guaranty are intended to and shall remain true and correct as of the time of execution of this Guaranty, shall be
deemed to be material, shall survive the execution and delivery of this Guaranty, and shall be relied upon by Landlord
and Landlord's partners, lenders, representatives, successors and assigns.

22. This Guaranty shall be governed by and construed in accordance with the laws of the State of
California, irrespective of its conflict of law rules.  Guarantor hereby consents to the jurisdiction of the courts of the
State of California.   This Guaranty shall be subject to all valid applicable laws and official orders, rules and
regulations, and, in the event this Guaranty or any portion thereof is found to be inconsistent with or contrary to any
such laws or official orders, rules or regulations, the latter shall be deemed to control, and this Guaranty shall be
regarded as modified and shall continue in full force and effect; provided, however, that nothing herein contained shall
be construed as a waiver of any right to question or contest any such law, order, rule or regulation in any forum having
jurisdiction in the Premises.

23. This Guaranty and any exhibits hereto constitute the entire agreement between the parties with
respect to the matters covered herein and supersedes all prior agreements and understandings between the parties
hereto relating to the subject matter hereof.

24. In the event Guarantor fails to perform any of its obligations under this Guaranty or in the event a
dispute arises concerning the meaning or interpretation of any provision of this Guaranty, the defaulting party or the
party not prevailing in such dispute, as the case may be, shall pay any and all costs and expenses incurred by the other
party in enforcing or establishing its rights hereunder, including, without limitation, court costs, expert fees, and
reasonable attorneys' fees.  Any dispute arising under or in connection with this Guaranty shall be litigated exclusively
in the Municipal or Superior Court of the County in which the Premises is located, and no action may be brought in
any other forum.

25. Time is of the essence of this Guaranty.

 IN WITNESS WHEREOF, Guarantor has caused this Guaranty to be signed by its duly authorized representative or
officer as of the date set forth below.

GUARANTOR:

LULU’S FASHION LOUNGE HOLDINGS, INC.,  a 
Delaware corporation 

By:       Name:  
    Its:  
  

By:       Name:  
    Its:  
  

Dated:  
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TENANT’S INITIALS HERE: ____________________

062923 54RL-374105



DocuSign Envelope ID: 8AD56723-1CA7-49A1-A144-808922A962D5

[FINAL EXECUTION COPY] 8303 MELROSE AVENUE SMRH:4888-9988-7969.11 Lulu’s Fashion Lounge, LLC

EXHIBIT E

-2-

062923 54RL-374105



Exhibit 31.1
CERTIFICATION

I, Crystal Landsem, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Lulu’s Fashion Lounge Holdings, Inc.;

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(s) 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)) 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) [Omitted];

(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
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) 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(s) 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 the registrant’s board of directors (or persons performing
the equivalent functions):

(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 8, 2023 By: /s/ Crystal Landsem
Crystal Landsem

Chief Executive Officer
(Principal Executive Officer)



Exhibit 31.2
CERTIFICATION

I, Tiffany R. Smith, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Lulu’s Fashion Lounge Holdings, Inc.;

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(s) 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)) 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) [Omitted];

(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
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) 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(s) 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 the registrant’s board of directors (or persons performing
the equivalent functions):

(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 8, 2023 By: /s/ Tiffany R. Smith
Tiffany R. Smith

Chief Financial Officer
(Principal Financial and Accounting Officer)



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of Lulu’s Fashion Lounge Holdings, Inc. (the “Company”) for the period
ended July 2, 2023 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I certify, pursuant to 18
U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

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

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

Date: August 8, 2023 By: /s/ Crystal Landsem
Crystal Landsem

Chief Executive Officer
(Principal Executive Officer)



Exhibit 32.2
CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of Lulu’s Fashion Lounge Holdings, Inc. (the “Company”) for the period
ended July 2, 2023 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I certify, pursuant to 18
U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

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

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

Date: August 8, 2023 By: /s/ Tiffany R. Smith
Tiffany R. Smith

Chief Financial Officer
(Principal Financial and Accounting Officer)


