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ASSIGNMENT OF RIGHTS AND OBLIGATIONS UNDER REAL ESTATE
A LEASE AGREEMENT

The__.:. P'e'irtie"s-: to this Assignment are Heritage Construction Group LLC, the City of
Anacortesf'and Radius Anacortes Properties, LLC.

The Effectlve Date of This Agreement is Z Jagemggg Z 2001.

Whereas The' Clty of Anacortes is currently the owner of property in the City of
Anacortes, State of Washmgton and more fully described as:

Lots 11 through 14 of Block 33 of the Original Anacortes Addition to the City of
Anacortes, Section 33, Townsh1p 35 North, Range 01 East W.M., Skagit County,
Washington. Exceptmg_ therefrom:

The South 28 feet of lots 11 through 14

The East 10 feet of Lot 14 ..~

The North 4 feet of Lots 11-14 .~

Common address: 415 O Stree:i:._.-'.

Whereas Heritage Construction 'G;’Oﬁp’ 'LLC, is currently the Lessee of said property
under the Lease Agreement Attached hereto as Exhi_bit Al

Whereas Heritage Construction Group LLC- dée'his' it in its best interest to assign its
rights and liabilities under the existing lease belween it and the City of Anacortes to
Radius Anacortes Properties, LLC, . s

For valuable consideration received, and for the: mutual beneﬁts of this Assignment,
Heritage Construction Group LLC assigns all of ifs rights, liabilities and interest in the
above reference lease to Radius Anacortes Properties LLC.-'Radius: Anacortes Properties
LLC hereby accepts this Assignment. The City of Andcortes hereby consents to this
Assignment. e -

/}/}/gl

Patrlck M. Brunstad managing member Daté

RADIUS ANACORTES PROPERTIES LLC

D/atjé/,’/OI
mu@mmwwwnmm i
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i /’2/ (ﬁ«’ Lo f" u’»—/ & /¢ /c" i /, ’
“H. Dean, Maxwell Date
Mayor .

“ IN WITNESS WHEREOF, the parties have executed this lease effective the day
and year first a-boye_ __w.rltten.
LESSOR: .-_"'(.:-ITY OF ANACORTES
s

Z e /L ot/

By: H. Dean Maxwell_ .

Its: Mayor

Auditof
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- LESSEE: HERITAGE CONSTRUCTION GROUP, LLC

| B’S};"'Patriek M. Brunstad
Iis: Maniager

ASSIGNEE: RADUIS ANACORTES PROPERTIES, L.L.C.

By: David E. Saunderé'_-*
Its: Manager

STATE OF WASHINGTON

COUNTY OF Ji;g%l £

On this ( ‘7‘& day of{ S(*JO}Q! 2001 before me personally appeared
&,QQ_QM to me known to be- the authonzed officer or agent, as the case

may be) of the City of Anacortes that executed the w1th1n a.nd foregoing instrument, and
acknowledged said instrument to be the free and veluntary-qet and deed of said City, for
the uses and purposes therein mentioned, and on o'atl.'l.-.:.-sta_tjfed"t'hat he was authorized to

execute said instrument,

IN WITNESS WHEREOF I have hereunto set my hand and aff xed my official seal
the day and year first above written.

/) Notary Public in and for the State of
P _
PUgy : ;, Washmgton
-~

B, R
%b:éd‘ o MG Verngn

WASH My appointment expires: /O 9 ’Ol
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‘STATE OF WASHINGTON )
) ss°
| j"gC(DUNTY OF foo( )

On thls l day of [5 X N@ﬂb‘,’(ZOOl, before me personally appeared

Pag__r-lck_.-M.= B_ru_nstad, to me known to be the (president, vice president, secretary,
treagdféf;.--df other authorized officer or agent, as the case may be) of the limited liability
compaﬁy.that‘--i---"e)_(___éc_'l_;_ited the within and foregoing instrument, and acknowledged said
instrument to-ﬁé- tﬁe f'fee and voluntary act and deed of said corporation, for the uses and
purposes thefein méh-ti_oﬁéd, and on oath stated that he was authorized to execute said

instrument,

IN WITNESS WHEREOF [ héﬁé'hereunto set my hand and affixed my official seal
the day and year first above wrltten

““““‘“"“““““‘OM Q Yma/jt@/m
[

DEBRA A. MARTEN
NOTARY PUBLIC - " E Notary Public in and for the State of
I

STATE OF WASHINGTON Washington
4 My Commission Expires June 12, 2002 Resldmg at OC@\{\ S\’\QTS
[ e e L A A ~m
My appointment expires: X (G QO
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ff.:STATE OF WASHINGTON )

‘. RN
COUNTY OF WX( )

On thls l day of M!g'gﬂj@m(zom before me personally appeared

Dav1d Saunders to me known to be the (president, vice president, secretary, treasurer, or

other authorized _qfﬁ__oor or agent, as the case may be) of the limited liability company that
executed the. w1th1n and foregoing instrument, and acknowledged said instrument to be
the free and voluntary act a.nd deed of said corporation, for the uses and purposes therein

mentioned, and on oath stated that he was authorized to execute said instrument.

IN WITNESS WHEREOF I ha\}e"hereunto set my hand and affixed my official seal

the day and year first above wrltten

Notary Public in and for the State of

A1 111X L S e, .““-ﬂ‘n

DEBRA A. MARTEN -
NOTARY PUBLIC

o T W

PR e g

Washington

STATE OF WASHINGTON

My Commission Expires June 12, 2002 Residing at O@(\{\%YC"E‘:
TREIIRESIAAR AR s - _My appomtment expires: 3\)‘{\6\’&'3(30@\

TR
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 REAL ESTATE LEASE AGREEMENT

Thls real estate lease agreement (“Lease”) is made by and between Heritage
C.dnstrqétiét_l--(jrqup, LLC, a Washington limited liability company, (hereafter referred to
as “Lar‘idlogrd):i__:_and Anacortes Cinemas, L. L. C., a Washington limited liability company

(hereafter refe_fféd_:to és_""l_’enant”). The parties agree as follows:

CONDITION PRECEDENT TO LEASE:

The Landlord desn'es to construct a movie cinema for use by Tenant pursuant to
the terms of this Lease. Howevér,"___the p.artles understand and agree that there arc a
number of factors, considerations".ahtt_.e__\'__/:étlts: now unforeseeable as well as those not now
foreseeable that may arise which may be beyon_d__ _the effective control of either party
causing the cinema to not be constructed 1na tiﬁi’gframe acct:ptable to the parties.
Consequently, the terms of this Lease will nét""beé_dmg-e__ffecti_ve until such time as Tenant
accepts tenancy of the Premises (as defined below)f;: .

Tenant acknowledges it is a sublessee to Ltmtiiorci s Léase agreement with the
City of Anacortes (attached as Exhibit A). Tenant hereby agrees to comply with all the
terms of that Lease as if it were the Lessee in said Lease and tq take;__no_'_adt_ipn or make
any omission that would cause a breach of said Lease. The patti'és hereby incorporate
that lease herein by this reference. This Lease shall control m the caSe Of any

inconsistent terms regarding Tenant’s duties to the Landlord as specified herein. -

R —
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o ~1. 'PREMISES: Landlord, in consideration of the lease payments provided in this Lease
- _""Agr__ﬁ:'éﬁlent, leases to Tenant all that certain real property lying and being in
County, Washington, described as follows:

" The south 70 feet of the west 25 feet of Lot 7, Lots 8, 9, and 10
together with the north 4 feet of the abutting alley, Block 35,
original plat of Anacortes

2. IMPROVEMENTS: The partlesagree that Landlord shall secure a loan by no later
than , 2001 and cons:[fuc.t'_....a movie cinema and shall make such other
improvements, including fixtures, all u.ﬁder t_he ;_ii;éét:io.n of and as specified by Tenant at
Landlord’s costs as more fully set forth on th'e_i_a.ttaché.c_i_ :::sp_eciﬁcations and drawings.

Each party understands that the movie theatg,_él.'..-.b.u“s.i.nqéé-is seasonal and the months
of June, July and August are the most profitable monthsof ':bl;e'r'aﬁ()n_, thus each party will

employ its best efforts to complete the construction of th_eiP_rgmiées_ so that Tenant can

accept occupancy on or before , 200]

Additionally, the parties understand that Tenant may requestthesme of the
cinema to be expanded to include additional theaters to the origina.i"'" three(3) }tﬁea_ters
contemplated. In the event Tenant desires to have the cinema expande.(:_l_:_r._.té lnclude
additional theaters (the "Expansion"), the parties agree that Landlord shall use 1tsbest 5'
efforts to secure a loan and construct additional auditoriums, including all related ﬁxtures e

and related items, under the direction of and as specified by Tenant at Landlord's costs

R
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~provided however, the Rental Price (as defined below) will be increased as provided in

' Sectlon 5. Tenant acknowledges that any Expansion will require the approval the City of

Anacortesor its assigns, and possibly other authorities as well. Any expansion will also
bedependent upon financial and economic conditions at this time not known. Therefore,
failure of thef__]_;an‘diord to construct the requested expansion after using its best efforts,
shall not amouhil to a 'br_ez.i_c_:h of this Lease by Landlord. Tenant shall remain bound by the

Terms of this Lease Wheth.er or not the Expansion occurs.

3. TERM: The termofthls Lease ;hail be for an initial period of twenty (25) years
commencing upon the daté thetheater 1s opened to the public or within 14 days of the
Landlord receiving a Certificate OfOccupancy from the City of Anacortes, whichever is
sooner. The initial term of this Lea.l..'se._gh_all expirg on the same date as Landlord’s initial

term with the City of Anacortes, which date iS'll:SIISi""p."r_n. January 31, 2026.

4. RENEWAL: This Lease may be renewed fé:)__.r"'_:f.ive_(_5?);'additional five-year terms,
unless Tenant gives written notice of its intent not torenew the term of this Lease, not
later than 120 days prior to the end of the initial twenty-ﬁ\:fe::_(gS) y;élr_tenn or prior to the
end of any five year renewal period whichever is sooner. Thei_slée::.al;.sg:_teﬁﬁs__during any
such renewal term shall be upon the same terms as those contairux..é'd.' .i__p. :thi'_:.s_..st;és_e_except

the Rental Price (as defined below) shall be adjusted as provided below. e

TURRIRBAMAERE
|
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~~ 5.  RENTAL PRICE/LEASE PAYMENTS; GROUND RENT: The Tenant shall

_i‘.":.pléy____iai:-'monthiy rental for the theater building (the “Rental Price™) to the Landlord, in
advance, .é:éiqh month during the term of this Lease in an amount equal to:

TwelveThousand, One Hundred Twenty-Five Dollars ($12,125.00).

ThlS Rental Price shall include all costs in any manner related to the construction
of improveméﬁ;t;,.i-._IIIIJIi'a_cement of fixtures and professional services in securing a
construction ioan mcludlng, but not by way of limitation, labor, materials, fixtures, loan
fees, and sales taxesthereonas well as costs of appraisal, government permits and
incidentals, PROVID]ﬁ) HOWEVER, .in no event shall such amount exceed the amount
in Section 5a above. . 7

Commencing on April 1 iq yearsS,lO, 15 and 20 of the initial lease term, and at
the beginning of any renewal peric;d,':th.e above Rental Price shall be increased by the
greater of SYT plus 3.5 points as published; 0rby75% of the percentage of increase in
the Consumer Price Index as compiled by tﬂé:---Un'i'tea____étates_Department of Labor for the
City of Seattle over the index at the beginning of ti}é;l‘:;rior_ ﬁ_v_."e (5) year period, provided
however, in no event shall the Rental Price increasé by more than15% above the prior
five (5) year period. In making such adjustments to the R:el;_tg]- Pnce, either increasing or
decreasing, in no event shall the adjusted Rental Price be adjustc’_;:l-._;tc:a. =i)__e_ lessthan the first
Rental Price. P

In the event Landlord does the Expansion of the cinema as contempfated in

Section 2, the Rental Price shall be increased by twelve percent (12 %) of all costs in any

manner related to the construction, design and financing of the Expahs-ién ar";fl-;

professional services in securing a construction loan including, but not by way of

REAL ESTATE LEASE AGREEMENT BETWEEN ANACORTES CINE 'mgmwmwwwmmcw)mmlwm
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S -limitation, labor, materials, fixtures, loan fees, attomey’s fees and other professional

' scrv1ces fees and sales taxes thercon as well as cost of appraisal, government permits and
1nc1dentals An increase of the Rental Price pursuant to this paragraph shall not be subject
tothe“not to exceed amount” of Section 5(a) above.

(b) =':__:___Gr(.').un_d Rent: In addition to the Rental Price described above, Tenant
shall pay to.-t'h;:.'m Lz':z.i..ﬁdlord as Ground Rent the sum of $1,000 per month plus State
Leasehold Tax. Tenant shall begm paying Ground Rent October 1, 2001. Tenant’s
Ground Rent shall increase 1n the same amount and at the same time as any rent/lease
increases charged by thé'Q’ity____of Anggortes and any increases in state Leasehold Taxes
assessed by the State of WashingtonLandlord shall not charge any additional premium
to Tenant over and above the ar'qo’ﬁﬁt charged by the City of Anacortes and the taxes

assessed by the State of Washington;" -

6. LATE PAYMENTS: Tenant shall pay a late fee equal to One percent (1%) of the

gross monthly rent for each payment that is not pai:_(_:l"'f.vith_in-;t_zen (10) days of the due date
for such payment. Tenant will also reimburse Landlordfor ..e'll.l_:'reasonable late fees,
charges and penalties Landlord is charged by his lender of'e;nyo_th;:f entity or person as a
result of the late payment by Tenant. Should Landlord be in defaultof 1tsloan to a lender
that has a security interest in the Premises, Landlord shall irnmed.}at.e.l__y ii_n.f.(_:):ijm:'Tenant of
such default and if such default is one of non-payment, Tenant may, atltselectlon -pay
the monthly rent payments, or additional payments that will be credlted agamst future'-

rent, to such lender directly on Landlord’s behalf until such time as the default 18 cured

| mm\umwm\\mm\m
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7. POSSESSION: Tenant shall be entitled to possession on the first day of the term of
e h1s Le'ase, and shall yield possession to Landlord on the last day of the term of this Lease

“ orupon termination of this Lease, unless otherwise agreed to by both parties in writing.

8. USE OF i___’__-REMISES: Tenant may only use the Premises as a cinema and all related

uses of a cin.e_rﬁe-. _:E'F:li'rthel_'more Tenant agrees: to only operate a cinema showing "first-
run" movies with eeeé_Sie'n:el c;_fceptions; no NC-17 or X rated movies shall be shown and
any violation of this prowsmnwﬂl result in termination of this lease. Tenant agrees that
its failure to operate a cmemaona eentinuing basis, other than e reasonable time for

repairs or remodeling, may re'_s_'u'l't 'ir}' I;'esSOr terminating this Lease.

9. REMODELING OR STRUCTURAL IMPROVEMENTS:  Tenant may
construct improvements on the Premises and place Ifjxtures and trade fixtures on the
Premises. Such construction shall be undeﬁéken'_'aﬁd.-epe’h fixtures may be erected only
with the prior written consent of the Landlord, Whié_.h'_:shal_l not be unreasonably withheld,
if such construction exceeds a cost of $30,000.00, orlsstructuralm nature. At the end of
the term of this Lease, Tenant shall be entitied to remeve :_gﬁxtu:r:e:s_and trade fixtures,
excluding any heating, cooling and plumbing fixtures. Tenant agreesto -m_eke__any repairs
to the Premises required by its removal of fixtures, and to restore premlses to its
condition prior to the installation of the fixture, normal wear and tear excepted -,

In the event Tenant replaces or repairs a heating, cooling, or plum.k..)“ililig ﬁxtureof

the Premises, or any other fixture or part, unit or component thereof that will remain wi’tﬁ_f )

the Premises after expiration of the initial term of this Lease or any renewal thereof, t_he':

LT
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_~Useful Life (“UL”) for which exceeds the number of years remaining in the initial term

' ."":Qf--thiﬂsi'Lease or the then current renewal term, including any renewal term for which the
o.i)ti.b.r'l:'t.c;..'r;épew has been or is thereafter exercised in accordance with the Lease (“N™),
then thecost fbr___such improvement shall be allocated between Tenant and Landlord in
the fol‘lbﬂ\;vi:ng:___-pro.po_rtions: Tenant (N/UL); Landlord--((UL-N)/UL). Landlord shall
remit promptl_j'r.:.-.iq_)f'...%fenapt upon notice Landlord's portion of such expense, and, if
Landlord fails to do _s'lol-,.'.'ll"_f,.'.nany may deduct such sums from the installments of rent next

falling due.

10. MAINTENANCE ANDREPAIRS Tenant shall maintain the premises and
fixtures located therein, and any al]:él;ﬁt-ig:h;agnd additions thereto, in good condition.

Landlord shall be respongib.l_(; for all _;_e_pairs to the roof, exterior walls,
foundations, and internal load-bearing walls, except _ﬂipse occasioned by Tenants willful
misconduct or negligence. | -

Tenant shall be responsible for all other repziﬁr"'s to t_h_e'. }éased premises.

11. ACCESS BY LANDLORD TO PREMISES: Upoﬁ éyjfo days written notice to the
Tenant, Landlord shall have the right to enter the Premises to make ipsp_eét'i(_)__ns, provide
necessary services and repairs or show the Premises to prospect{\.fé'b_l.lieés; _nibr_tgagees,
Tenants or workers, provided such actions are done with a minimal d1srupt10ntoTenant’s
business. As provided by law, in the case of an emergency, Landlord mayenter the '

Premises without Tenant’s consent.

RN

{m200205310191+
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~'12. UTILITIES AND SERVICES: Tenant shall be responsible for payment of all

- utilitiés and services in connection with the Premises.

13PROPERTY INSURANCE: Tenant shall keep and maintain a policy of fire and
casualty 1nsurance at its expense in the msurable value of the building and fixtures of the
Premises durmgthe term __of this Lease with loss payable clause providing for payment to
Landlord. Tenantshalltlmely provide Landlord a copy of such policy and proof of
payment of the preni.:iu“mﬂs tﬂe_;efore. Insurance policies procured hereunder shall be

issued by an insurance company with an “A” rating.

14, LIABILITY INSURANCE:

The Tenant shall maintain t.'hl.rou_ghout the_term of this Lease, at its own cost,
comprehensive general liability insurance. The iu.surance shall cover the lease premises,
including improvements thereto in a mlmmum limit of $2 000,000 for bodily mnjury and
property damage, with an additional $2,000 000 umbrella polloy No more frequently
than every five years, if, in the opinion of Landlord substantlated by prevailing mdustry
standards the limits of the comprehensive general hablhty msurance coverage are not
adequate, Landlord may reasonably require that the amount of i insurance coverage be
increased. Failure to obtain additional insurance coverage sha-]l be a default by the Tenant
hereunder. Tenant shall pay all insurance premiums as they become due ‘Said policy
must specifically name Landlord as an additional insured party there under and must
stipulate that the coverage as provided by said policy not be termm_gted, __re_clu_c.ed or
otherwise changed in any respect without providing at least thirty (30) daysprlor wriften
notice to Landlord, and filed with Landlord. Notwithstanding any provision hereln to the '
contrary, the failure of the Tenant to comply with the provisions of this SeCtIOIl shal] 5'

subject this lease to the default provisions of this Agreement.

T S ——_— \mx\\mm\u\mw\\wg\mnwm
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Landlord and Tenant hereby grant to each other on behalf of themselves and any
or all'insurers providing insurance to either of them covering the premises or any portion
; ifheféof_‘,_'a- waiver of any right of subrogation any such insurer of one party may acquire

| agé'ihst thi_a}. 6_ther by virtue of payment of any loss under such insurance.

) The Tenant _s__hall provide for the prompt and efficient handling of all claims for
bodily injury_;)f_'_i}'r_'(j).pé_rty damage arising out of the activities of the Lessee under this
lease. o :

15. TAXES: Taxesattnbutable to the Premises and use of the Premises during the term
of this Lease shall be d‘libt:éited: sto'uows;

Real Estate ’1’]:1)&5:&'::= Tenant shall be responsible to pay all real estate taxes and
assessments levied upon the Prem:i;_eé.,._jmﬁfdvements, and fixtures;

Personal Property Taxes: | Tc_ﬁ_;nt shall pay all personal property taxes and any
other charges that may be levied againgt ..the Premises and are attributable to Tenant’s use
of personal property; |

Sales and Use Taxes: Tenant shall be resp:(_:').l.l:s.i.t;l.e. and shall pay all sales and use

taxes for the Premises.

16. CONDEMNATION OF THE PREMISES: If ":thé Premlses are legally
condemned in a manner that, in Tenant’s opinion, prevents theTena.nts :llus;e of the
Premises, the parties shall negotiate in good faith to determmean -'-e:dﬁi.t_able
apportionment and payment of the amounts received for the conderr'in..él__:t_;(.)pr of the
Premises between Landlord and Tenant. This Lease shall terminate at the conclusmn of 5'
such condemnation. ;
P
NI

N
205310194
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~'17. DAMAGES OR DESTRUCTION: If the Premises are damaged or destroyed by

' ﬁre the elements, or any casualty (whether or not insured or insurable except if caused
by Tenztnt 3 neglect or misconduct) so as to render the Premises untenantable for
Tenant s uses Tenant may eclect to terminate this Lease effective as of the date of such
damage or de_§tmct1.on by written notice to the Landlord within forty five (45) days of
such date. PrlortoTenant making such election, Landlord shall determine and commit to
(i) the timeframe Wlthln whlch the Premises can be repaired and (ii) completion of such
repairs. If the Premis"e.sﬁot the t;uilding of which the Premises are a part are not rendered
untenantable by Tenant .bir.‘..f'lfen_ziht "aoes.. not give notice of Tenant’s election to terminate,
then Landlord shall, immed:.i_éte‘l)t:;_'c'."(:):‘_:r_nnlete the repair of such damage, provided such
damage or destruction is caused by-’e. per11 .that is insured. If, under any provision of this
Section Landlord is required to repath- e't___restore the___prernises, rent payable herein shall be

abated during such repair or restoration period; -~

18. DEFAULTS AND TERMINATION: W1th0ut li_r_n‘i_:ti'ng and in addition to any

other remedies that may be available in law or equ1ty,e1ther party may terminate the
Lease if the other party is in default of a material provisien::_of-this: Lease upon sixty (60)
days prior written notice advising the defaulting party of the nature of the default,
provided that such default is not thereafter cured within such 51xty (60) day per10d Such
notice shall be (1) delivered via registered mail, (ii) prominently entltled “NOTICE OF
DEFAULT,” and (iii) identify non-defaulting party’s intent to terminate thls Lease the :

nature of the default, and the actions necessary to cure such default. A “m'aterl_a-l-_.f_.

L
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"~ _.provision” shall be any provision where when breached results in a material adverse

' affecton the financial condition of the non-defaulting party.

19 QUIET ENJOYMENT: Landlord shall permit Tenant to peaceably hold and enjoy
the ent-iré Pré'mises.-._for the term of this Lease without hindrance or interruption by
Landlord or any '-pérédn or persons lawfully or equitably claiming by, through or under

Landlord.

20. WARRANTY: .Lahc.gllor__dﬂw;lrrar_lts that it has sufficient rights to transfer to tenant
the rights under this lease mthePremlses and has full power and authority to lease the

Premises to Tenant.

21. ARBITRATION: The parties agree thatany ..c"Iif:s'pute arising out of or in connection
with this Lease, including without limita..ti'onﬁ "an}:f__._-d__u_'_estion regarding its existence,
validity, termination, interpretation, construction,{__df a d_e;:ermination of the rights or
obligations of either of them that cannot be settled am1cablyw1th1n ninety {90) days after
it has been first raised in writing shall be finally resoiv;:q ‘by .:b:in_ding arbitration in
accordance with the arbitration rules of the American Arbitraiic_?_nr Ass;)_éi'a_t__ion (“AAA
Rules) and the provisions of this Section. The extent that the.:... terms of ' _th'is_ Section
conflict with the AAA Rules, the terms of this Section shall control. T |

Arbitration shall be conducted in Seaitle, Washington by one arbltrator The .

arbitrator shall be selected in accordance with the AAA Rules, have a minimum of 'ﬁ_fte‘éﬁ_f

!wMW’MIL'J'JM![MM\‘!!’M L
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S -:--(1 5) years experience as a lawyer primarily focusing in the area of real property law, and

- ."sghave thelr primary office of practice in King County, Washington (the Arbitrator”).

| Any IlOthC of arbitration, response or other communication given to or by a party
to the arb1trat1on shall be given and deemed received as provided in the AAA Rules. The
costs to be pa1d to the Arbitrator for conducting the arbitration shall be paid by the non-
prevailing party- as "det'ermmed by the Arbitrator. 1f the Arbitrator is not able to determine
a non-prevailing party, the Arbltrator s fee shall been shared equally by the parties. The
parties agree that the Arbltrator s decision regarding any dispute shall be final and
binding on the parues Addltlonally, except as expressly provided herein, the parties
agree that neither of them w111 1nst1tute any legal proceedings arising out of or in
connection with this Agreement,‘._eXcep_t_..oniy to (1) enforce in a recognized competent
court having jurisdiction over any 'aWard rende_;fed by the Arbitrator or (ii) obtain
injunctive relief until such time as the Arbi.tr_'ati:(jﬁ.."cjaf} be completed. In the event any
legal proceedings are instituted in any couri"to: éhforee’ 'a’ny arbitration award, the party
against whom enforcement of that arbitration award i~ sought shall pay all costs,
including without limitation the costs of legal fees and oth.er related collection costs, of

the party seeking to enforce the arbitration award.

22. RIGHT OF FIRST REFUSAL: In the event Landlord wishes to sel.i he Premises,
Landlord agrees to first provide the Tenant with a written offer to purchase the Premlses
(“Offer”) which shall set forth the following: (a) the offer to sell; (b) the name and"

address of the prospective purchaser; and (c) all the terms and conditions of the_sa‘]_(_a-,:.E

including the purchase price and payment terms. Tenant may elect within sixty (60) d %ys :.. o

I
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o _~after the receipt of the Offer to accept Landlord’s offer to sell the Premises as set forth in

- the __Q.ffer. If the Tenant has not elected to accept the Landlord’s Offer within the time

};).é"rib.d""sl::);:éi_ﬁed above, the Landlord may sell the Premises to the prospective purchaser
named in- the Offer and such transfer shall be made only in strict accordance with the
terms 4s set forth in. the Offer and to be completed within ninety (90) days following the
expiration of _'the't;_'r-r{e plfqmded for the election by the Tenant to accept the Offer. If (i)
the terms of the Of:t;ef .é;r'é.changed for the prospective purchaser after Tenant has rejected
Landlord’s Offer or (11) the sa]e pursuant to the terms of the Offer is not closed with the
ninety (90) day perlod w1th the prospectlve purchaser, then any sale shall again become
subject to this Section and Landlord shall prov1de Tenant with a new Offer to purchase
the Premises in accordance with thl's S-q_cn'on. As a point of clarification upon the sale of
the Premises to the prospective pufchgser, the tg;‘_ms of this Section (in addition to all
other terms of this Lease) shall also apply to thepurchaser and any subsequent purchasers

in their capacity as Landlord should such puréhaﬁsé'r'(-s)_,.dfc_'s_i:re.t_o sell the Premises.

23. ASSIGNMENT AND SUBLETTING: ThlsAgreement ..é];’l:ﬂl_l be binding on and
inure to the benefit of the parties hereto and their respéé.tiye_ sﬁéecssors and assigns.
Neither party may assign this Lease, or its respective obligatf;)]j.sr ornghts hereunder,
without the express prior express written consent of the other party, wh1chconsent shall
not be unreasonably withheld or delayed. For purposes of this..“].;;aé':f_:;__:é '.'Iilﬂerger,
consolidation, or other corporate reorganization, a transfer to a new entltywhollyDWned
by the transferring party or a transfer or sale of any or all of a party’s stock sl;lallli' notbe

deemed to be an assignment requiring consent from the other party.

MM
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24. .:-I;IOLDOVER: If Tenant maintains possession of the Premises for any period after

the terrmnatlon of this Lease with the approval of Landlord (“Holdover Period™), Tenant
shall pay to Landlord the then current Rental Price for the Holdover Period upon the
terms o-f thls l_____;ease.--.. Such holdover shall constitute a month-to-month extension of this
Lease. If Tenéiot" fooi"nta_i_ns possession of the Premises without the Landlord’s consent,
Tenant shall pay the thol_"l'_corrc_:_gnt rent amount plus and additional 20% of the then current

gross rent as Holdover Rent

25. NOTICE: All notices and requests in connection with this Lease shall be deemed
given as of the day they are recei"ye’d eiﬂie‘r Ey messenger, delivery service, or three days
after being deposited in the United Stéﬁes of America mails, postage prepaid, certified or
registered, return receipt requested, and addres’Sed' és'"follows
Landlord: Heritage Constructlon Group, LLC
PO Box 1420 5 L
Ocean Shores, WA 935__69
Tenant Anacortes Cinemas, L. L.C. |
502 High Avenue, Suite #110 -
Port Orchard, WA 98366

or to such other address as a party may designate pursuant to thisf__n'otico pfoVisjon.

26. ENTIRE AGREEMENT/AMENDMENT: This Lease does not constltute an

offer by either party and shall not be effective until signed by both pames Thls Lease "

contains the entire agreement of the parties regarding the subject matter hereof a’nd'f__.

merges all prior and contemporaneous communications, thereby superseding any and all’
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C _prior agreements or understandings regarding the subject matter hereof whether oral or

' ertten This Lease may be modified or amended in writing, if the writing is signed by

' the party QBligated under the agreement.

27. SEVERABILITY If any portion of this Lease shall be held to be invalid or
unenforceabl.g_ forany reason, the remaining provisions shall continue to be valid and
enforceable. If acourt --Zﬂn:.ds that any provision(s) of this Lease is invalid or
unenforceable, but thatbyhmltmg such provision it would become valid and enforceable,
then such provisions shall bedeemed to be written, construed, and enforced as so limited

and to the maximum extent perlmttedby law.

28. WAIVER: The failure of eith'er.__'pa.rty to enforce any provisions of this Lease shall
not be construed as a waiver or limitation of that ﬁaf’gy’s right to subsequently enforce

and compel strict compliance with every provision of this Lease.

29. BINDING EFFECT: The terms, covenants ahdmé(_in:dfitii)hs_i of this lease shall be
binding upon and shall ensure to the benefit of each of the parties hércto, their successors

and/or assigns and shall run with the land.

30. CONSTRUCTION: The parties each acknowledge that the teriﬁ-s of :'thisﬂ:Lease
have been the subject of active and complete negotiation between the parties; an'd_;répreéé'ﬁi"

the parties' complete and entire agreement with regard to the subject matter hereb’f._ The

parties agree that the terms and conditions of this Lease shall not be construed in favor of or L
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C ~against any party by reason of the extent to which any party or its professional advisors

' .""=pé1rt_i¢i'pated in the preparation of this Lease, The headings herein are inserted as a matter of
conve’ﬁie'rié'e: only and do not define, limit, or describe the scope of this Lease or the intent of

the plfpyiéidhs hereof.

31. COUNTERPARTS This Lease may be executed simultaneously in two or more

counterparts, each of whlch shall be deemed an original and all of which, when taken
together, constitute one and ._t_he same document. The signature of any party to any

counterpart shall be deé'rﬁe'd.i"a-sig"h'afhre to, and may be appended to, any other counterpart.

32. MEMORANDUM OF LEA'SE_';_:.:. ' ='I‘he parties shall execute a Memorandum of

Lease and cause such Memorandum_'qf Lease to be notarized and recorded within

, County within fourteen (14) daYs.-o'f égét;uting this Lease.

33. DISCLOSURE: Steven J. Lange is a llcensed Real Estate Broker in the State of
Washington. David Fazende has an inactive Real Estate hcense in the State of

Washington.

IN WITNESS WHEREOF, the parties have entered into this Lease.a's' gf -t_hé_--[atér _o_f the

two signature dates below.

l.mmm\mm\\\s\mm\mmm
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* - _ANACORTES CINEMAS, L.L.C.

. ./,7

P (2 P Z

BS,.; Stevé L'an-g:e,_“ By David Fazende

Its: Maﬁagér o Tts:

\/&77 /f{‘// =4 — e . {//'i;/;{kL /{f(

Steve Lange, individi'lalﬁly Jean Lange, individually

[

David Fazende, individually = ° " feanne Fazende, individu

HERITAGE CONSTRUCTION GROUP, LLC -

Cor G2

By: Patrick Brunstad By: David E. _Sé_l:xinde'rs_:

Its: Manager Its: Manager

WERRAMmY
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~ ~STATE OF WASHINGTON )

COUNTY OF _(n<ay s [Hacho < )
. " On'this 2 2 day of Jeeni CEEV_, 2001, before me personally appeared Patrick M. Brunstad and David

“ Saunders, to me known to be the (president, Vice president, secretary, treasurer, or other authorized officer or agent, as
the cése may be) of the limited liability company that executed the within and foregoing instrument, and acknowledged
said instrumént to be the free and voluntary act and deed of said company, for the uses and purposes therein mentioned,
and on oath stated that he was authotized to execute said instrument.

55,

IN WITNESS ‘WH JQBEQE‘I have hereunto set my hand and affixed my official seal the day and year first above
written.

Public in and for the State of Washington
Residing at (¢ fu ) S AG S
My appointment expires: &G/ Z [/a (/

" \\\\\\\‘

STATE OF WASHINGTON Ty

. ) ss
COUNTY OFLG'S_&'L Y

On this Eﬂ: day of MZ(M] , before me personally appeared Steve Lange and David Fazende,
vice presid

to me known to be the (president, t, secretary, treasurer;.or other authorized officer or agent, as the case
may be) of the limited liability company that executed the wnhm and foregoing instrument, and acknowtedged said
instrument to be the free and voluntary act and deed of said corporatlon. for the uses and purposes therein mentioned,
and on oath stated that he was authorized to execute said instrument.

IN WITNE
written.

HEREOF 1 have hereunto set my hand and'afﬁxgd-’ijjy official seal the day and year first above

Washington
Residing at
My appointment expires:

RS TR AR SEVEE RACERTES O 'W\\\WM\WWW\\\W\\\(\\\I\WWM
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e ~State of Washington )

| ss.
:County of \CA )

o1 cert1fy that I know or have satisfactory evidence that STEVEN LANGE and JEAN LLANGE is/are the
pérson(s) who appeared before me, and said person(s) acknowledged that THEY signed this instrument and
acknowledged it to be THIER free and voluntary act for the uses and purposes mentioned in this
instrument.” -

Dated: F@bmam L, 200N

Notary Pub!' in and {;
Residing at 1%

My appointment ex__plrgs ¥

State of Washington )

. } ss.
County of }

1 certify that I know or have satisfactory 'G\.’ide'lijl_(:é'that DAVID FAZENDE and JEANNE FAZENDE is/are
the person(s) who appeared before me, and:said person(s) acknowledged that THEY signed this instrument

and acknowledged it to be THIER free and voluntary act for the uses and purposes mentioned in this
instrument.

Dated: qu \ 2@1

Notary Pubks in and f'or the Sta tﬁWashmgton
Residing at
My appointment expu’es >
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EWhidbey
I[sland Bank

MEWEER T D1 ©

ﬁecémbér 'l-‘?"_, 2001 RE‘CEiVED
Herifagétgohstiugtion Group LLC MAY 9 3 2007

PO Box 1420

Ocean Shores’. WA 98569

ISLAND TITLE COMPANY

RE: Assumption of loan # 149007387 and ¥ 149009672
Dear David and Paté:f'"m

Wwhidbey Island pank acknowledges that Heritage Construction Group LLC
has, or intends to, ‘assign; its interest in the ground lease from rhe
City of Anacortes ekécuted;dprebruary 1, 2001 and recorded February
12. 2001 under Auditor’s-file number 200102120109 to Radius Anacortes
Properties, LLC. Alongfwith_this_assignment would be an assignment of
the sub-lease and the traﬁfer“ﬁﬁ"all leasehold improvements Lo Radius
Anacortes Properties, LLC whose members are David E. Sauders and
Patrick M. Brunstad. 3 -

whidbey Island Bank will retdin a secured interest and all terms and

conditions on the above ment ioned notes will remain.

I1f you have any guestions regarding this“ﬁatter pleage call me at {360}
299-3007. L P

3 relfy
J¢hn Hanstad
Vice President

W
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