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TLoan No. 10030334
GROUND LEASE ESTOPPEL AND AGREEMENT

* THIS GROUND LEASE ESTOPPEL AND AGREEMENT (this “Agreement”), dated as
of February 20th, , 2007, is entered into by and among, PUBLIC HOSPITAL DISTRICT
NO. 1 OF SKAGIT COUNTY, WASHINGTON, a Washington public hospital district formed
pursuant to.RCW. Chapter 70.44 (the “Owner”), having an address at 1415 E. Kincaid Street,
Mount Vernon, Washington 98273, MV INVESTORS LLC, a Washington limited liability
company (“Tenant™, with an address at 1001 4th Avenue, Suite 4400, Seattle, Washington
98154 and KEYBANK NATIONAL ASSOCIATION, a national banking association, its
successors and assigns (“Lender ) having an address at 911 Main Street, Kansas City, Missouri
64105. : -

Owner hereby certifies to Lender, e:lhd_:._Owner and Tenant agree as follows:

1. Ground Lease.- Owner I¢ases real property and improvements located in Skagit
County, Washington (the “Property’ "} to-Tenant, under the terms of a Ground Lease dated
September 12, 2005, by and between Owner and Tenant, which is memorialized by that certain
Memorandum of Lease recorded under Skaglt County Recording No. 200511300086, and that
certain Amended and Restated First Amendment to Ground Lease dated as of February 6, 2007,
by and between Owner and Tenant (collectively, the “Ground Lease”). The Property is legally
described on the attached Exhibit A, and is subject to certam liens and encumbrances as set forth
in Exhibit B hereto. o -

2. Loan. Owner understands that Lender is-about to make a loan in the approximate
amount of $9,900,000.00 (the “Loan™) to Tenant to be secured;by a deed of trust encumbering
Tenant’s interest in the Ground Lease and in the ]easehold estate created thereby (including
without limitation, any right Tenant may have under the-Ground Lease to acquire the Property).
Owner further understands that it is a condition to the making of the Loan that this estoppel and
consent be furnished to Lender, and that Lender will be relylng upon the statements made herein.

3. Owner’s Representations. Owner hereby cemﬁes to Lencler that

(2) Attached as Exhibit C to this agreement is a true correct and complete
copy of the Ground Lease (including all amendments, if any).

(b)  The Ground Lease constitutes the entire agreement between Owner and
Tenant with respect to Tenant’s ground lease of the Property and will not be’ amended or
supplemented without Lender’s prior written consent, which consent shall not be unreasonably
withheld or delayed, as long as the Loan remains outstanding. Lender acknowledges that Owner
and Tenant are parties to three building subleases related to the Property wherein Tenant is lessor

and Owner is lessee covering certain leased premises in the buildings on the Property pursuant to .~

the Ground Lease.
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L (c) The Ground Lease is in full force and effect, to Owner’s knowledge, no
o 'def_au-lt exists thereunder, and Owner has no knowledge of any fact or circumstance that with the
" giving of notice or passage of time or both, would constitute a default,

“(d) The Commencement Date of the Ground Lease is the date upon which the
Facility (as defined in the Lease) receives a certificate of occupancy. The Initial Term of the
Ground Lease will terminate 40 years after the Facility has received a Certificate of Occupancy.
The Facility obtained its Certificate of Occupancy on or about October 30, 2006. Tenant has two
(2) options to renew or extend the term of the Ground Lease, each for ten (10) years.

ey The current Annual Base Rent under the Ground Lease is determined as
follows: “Commencmg on the date that revenues from the building exceed the mortgage
payments related to the initial -construction of the Development and the deferred and current
preferred returns due mvestors iinder Tenant’s operating agreement (such excess being defined
as “Available Cash™), and on each anniversary thereof, Tenant shall pay to Landlord 66.7% of
such Available Cash as Base Rent up to an amount not to exceed $106,746.00 (“Annual Base
Rent™) plus applicable Washington State Leasehold Excise Tax. Annual Base Rent shall be paid
in twelve monthly installments, the amount of which shall be based on the calculation of the
previous month’s Available Cash and a-determination of the Annual Base Rent based thereon
until the Base Rent Start Date, defined below “Commencing with the month that 66.67% of the
Available Cash equals or exceeds $106,746. 00 (“Base Rent Start Date™) Tenant shall thereafter,
without regard to Available Cash, pay'to Landlord Base Rent of $106,746.00, plus leasehold
excise tax.” No Annual Base Rent is currently due and no Annual Base Rent has been calculated
to be due in accordance with the formula set forth above. Owner acknowledges that the Loan
referenced in Section 2 above is the permanent loan reﬁnancing the construction loan for the
Property and that the mortgage payments on such permanent Loan shall be used in the
calculation of the formula set forth above. o :

(H Tenant has no option to purchase nor any right of first refusal or other
right to acquire all or any of the Property, either under the Ground Lease or otherwise.

4. Consent to Deed of Trust; Lender is “Permitte{'d Mor;tgagee.” Owner certifies
that Owner has determined that Lender’s Loan and Loan Documents satisfy all requirements of
Owner, including but not limited to those requirements for finaucing set forth in Sections 12.1
and 12.2 of the Ground Lease. Owner consents to Lender’s deed of trust-and assignment of
Tenant’s interest in the Ground Lease to Lender, and agrees that Tenant -shall, however, remain
liable to Owner for full performance of all obligations under the Ground Lease: .Owner hereby
recognizes Lender as a “Permitted Mortgagee™ as defined in Section 12 I(g) of the Ground
[ease. g

5. Agreements of Owner with Respect to the Ground Leas.e"';md: -t'lie""I._;'uan
Documents. L e

(a)  In the event of a default by Tenant under the Ground Lease, Lender 'sl'i:alll o

have all rights and remedies set forth therein, including the notice and cure rights set forth 1n.

Section 12.3 of the Ground Lease.
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(b) In the event of a default by Tenant under Lender’s Loan, Owner shall have
all rlghts set forth in, including the notice and cure rights set forth in Section 12.2.3 of the
Ground Lease

S '-(t':) Owner understands that in connection with the Loan, Tenant will be
reqmred to assign all subleases, income, rents, and profits of the Property to Lender in
connection __w1t__h such Loan. Notwithstanding any assignment by Tenant of sublease rents to
Owner under'the Ground Lease, Owner agrees that if such sublease rents have been assigned to
Lender, upon a default under Lender’s loan documents, Lender shall have the prior and absolute
right to collect all __re'ﬁt_s"'ahd profits from the Property as provided in Lender’s loan documents.
Owner agrees that upon written demand from Lender pursuant to Lender’s loan documents, all
sublease rent and incorne shall be paid to Lender and Owner hereby releases Tenant from all
claims arising out of payment of rent as instructed by Lender in writing.

(d)  Owner confirms that any foreclosure action by Lender (or its nominee or
designee) or any foreclosure sale or deed in leu of foreclosure of Lender’s lien shall not give rise
to any default under the Ground Lease, and shall not be subject to any restrictions on transfer sct
forth therein so long as Lender has comphed with the notice and cure provisions set forth in
Section 12.2.3 of the Ground Lease. '

(e) Notwithstanding ‘Seetion 12.4 of the Ground Lease to the contrary, if
Lender (or its nominee or designee) obtains possession of the Property by foreclosure or deed in
lieu of foreclosure of Lender’s lien, Lender. (or its nominee or designee) shall have the right to
assign the Ground Lease and the leaschold estate to'a third party so long as (i) the proposed
transferee’s intended use is compatible with the Statement’ (as defined in the Ground Lease) and
Owner’s goals, (ii) the proposed transferee has the financial stability to perform the obligations
of Tenant under the Ground Lease and requisite experience in operating properties of this
character, and (iii) cures all defaults under the Ground Lease. susceptible to cure (“Qualified
Transferee™). Owner’s consent to a proposed assignee shall not be unreasonably withheld with
respect to items (ii) and (iii) above; and whether or not the: proposed assignee’s intended use is
compatible with the Statement shall be determined by Owner i in.its reasonable discretion. Such
Qualified Transferee shall fully and without qualification attom to Owner as landlord under the
Lease, "' :

(D New Lease. If this Lease is terminated for any reason; including, but not
limited to, any termination following Lender’s failure to cure a default not susceptible to cure by
Lender, or in the event of the rejection or disaffirmance of this Lease pursuant to any bankruptcy
laws, Owner will, subject to the conditions below, enter into a new lease of the Property with
Lender (or an entity wholly owned by Lender) or a Qualified Assignee that has been approved by
Owner (which approval of such Qualified Assignee shall be on the same terms.as set forth above
with respect to a proposed assignee) within thirty (30) days after the request of Lender: The new
lease shall be effective as of the date of termination, rejection or disaffirmance of: the Ground
Lease and shall be upon the same terms and provisions contained in the Ground Lease (including

the amount of the Annual Base Rent and other sums due from Tenant under the Ground Eease).
In order to obtain a new lease, Lender must make a written request to Owner for the new lease”
within thirty (30) days after Lender is notified of the effective date of termination, rejection or -~

14095906
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- disaffirmance of the Ground Lease, as the case may be, and the written request must be
" accompanied by a copy of the new lease, duly executed and acknowledged by Lender, an entity

" wholly owned by Lender or a Qualified Assignee as tenant and all information necessary for
Owner to determine if the proposed assignee is a Qualified Assignee. In addition, Lender must
cure all defaults under the Ground Lease that can be cured by the payment of money. Lender, the
entity wholly o,wn__ed by Lender, or the Qualified Assignee shall cure, or commit to a reasonably
prompt cure reasonably acceptable to Owner, of all other defaults susceptible to cure and pay to
Owner ali Annual Base Rent and other sums that would have been due and payable by Tenant
under the Ground. Lease but for the rejection, disaffirmance or termination. Lender’s rights
hereunder are in addition to, and not limited by, Lender’s right to cure under Section 12.3 of the
Ground Lease. From thq effective date of termination, rejection or disaffirmance of the Ground
Lease to the date of execution and delivery of such new lease or the expiration of the period
during which Lender may make a-request, Lender may, upon payment of the Annual Base Rent
and any other sums as may be due from Tenant, use and enjoy the leasehold estate created by the
Ground Lease without hindrance by Owner so long as Lender complies with Tenant’s duties and
obligations under the Lease. During such time, should it be reasonably necessary for Owner to
repair or maintain the premises to-prevent property damage or to insure safety, the reasonable
cost of such repairs shall reimbursed to:Owner by Lender or by the Qualified Assignee as a
condition of the commencement of a new lease. :

(g) Assignment of-.:ExtensiOn/PurchaSe Rights. Tenant hereby assigns to
Lender and grants Lender a security interest in all extension and/or renewal rights under the
Ground Lease. Owner consents to such assignment and agrees that Lender may exercise such
extension and/or renewal rights at its election in accordance with the terms of the Ground Lease
and this Estoppel and Agreement. :

(h) Owner confirms that all insurance procceds or condemnation awards due
Tenant in accordance with the terms of the Ground LeaSe shall be held by Lender and disbursed
to Tenant as restoration is completed.

6. Encumbrances, Ownet certifies that Owner is the sole ‘owner of the fee simple
absolute title to the Property and that Owner is not aware of any lien or encumbrance affecting
the Property except for those set forth in Exhibit B hereto and the liens 1mposed by law for non-
delinquent real property taxes and assessments. Owner will permit or make no other mortgage,
deed of trust, lien or other encumbrance of Owner’s fee interest, without Lender’s prior written
consent. To Owner’s knowledge, Tenant is the sole holder of all of- the lessee’s interest under
the Ground Lease, and Owner has no knowledge of any prior ass1gnment hypothecatlon or
pledge of Tenant’s interest in and under the Ground Lease. 0 .

7. Operating Agreement. Tenant certifies that a true and correct copy of Tenant
Limited Liability Company Agreement, and all amendments thereto is attached hereto as Exhibit
D. The parties hereto agree that the documents attached as Exhibit D are the “Tenant’s operatmg
agreement” referenced in Section 3.1 of the Lease and Section 3(¢) above. e

B. Notices. Notices to Lender shall be delivered to address set forth above or. such-
other address as Lender may designate from time to time in writing. -

{mﬁiﬂIﬁ!ﬂﬂﬂ!ﬂiﬂﬁﬂlmﬂlmﬂﬂﬁ
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9, Benefit. Owner agrees that this estoppel and agreement shall benefit Lender and
._"1ts successors and assigns, and shall be binding on any transferee or successor in interest of
" Ownef, -

_10',". | ';_L_ender’s Acknowledgement and Consent. By its acceptance of this Ground
Lessor’s Esto.pp.el and Agreement, Lender hereby acknowledges that:

(a) “Article XII of the Ground Lease is applicable to any Permitted Mortgagee
and its succéessors. and assigns, and Lender agrees to be bound thereto as a condition of Owner’s
consent to the Loan_ and th__e its documentation.

(b)  All of the provisions of the Ground Lease shall be applicable to Lender

and any successor or as'é;ig”nee of Lender (as tenant under the Ground Lease), and Lender

consents to be fully bound theréto ‘during any time that Lender or any successor or assignee of

Lender is in possession of Tenant’s interest under the Ground Lease, as a condition of Owner’s
consent to the Loan and its. _docu__rnentat;on

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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S "IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly
~“executed and delivered as of the day and year first written above.

“OWNER™

PUBLIC HOSPITAL DISTRICT NO. 1,
SKAGIT COUNTY, WASHINGTON

By £ [MM X ZZE
-~ " THOMAS LITAKER
fts: - CFO

7 “TENANT”

.MV INVESTORS LLC,
a Washington limited liability company

By: Caﬁétohe=__?értners_ NW, LLC,
a Washington limited liability company, its managing member

By: = CBIL Group, [LC,a
~Washington limited liability company,
Authorized Mgmber

Kigf{ A, Joh, Sole Member

~MichaeT K. Fubbard, Authorized-Member _

“LENDER”

KEYBANK NATIONAL ASSOCIATION, 4 national banking

By:

Name: GHANT WUELLNER

Title: DESIGNATED SiIGNER
o
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly

| .exéc:uted and delivered as of the day and year first written above.

1409590 6

“OWNER”

PUBLIC HOSPITAL DISTRICT NO. 1,
SKAGIT COUNTY, WASHINGTON

By:

Name:

Title:

“TENANT”

MYV INVESTORS LL.C,

- a Washington limited liability company

B}":_ Capstone Partners NW, LLC,

a Washington limited liability company,
its managing member

By CBIL Group, LLC, a
© . “Washington limited liability

“LENDER”

KEYBANK NATIONAL ASSOCIATION
a national banking association

By:

Name:

Title:_

LT
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EXHIBIT A
TO
GROUND LEASE ESTOPPEL AND AGREEMENT

Legal Description of the Property

The Properj;y":i'é ldc;ited in SKAGIT County, Washington, and is legally described as follows:

Parcel 1.
The West half of the tracks descnbed as follows:

That portion of Lot 4 1y1ng West of the West line of 13th Street, as conveyed to the City of
Mount Vernon by deeds recorded Oct_ober 28, 1955 and May 21, 1956, under Auditor’s File Nos.
526414 and 536375, respectively, and all of Lots 5-8, inclusive in “DALE & SHEA’S
ADDITION TO THE CITY OF MT. _VERNON,” as per plat recorded in Volume 3 of Plats, page
68, records of Skagit County, Washington.~

Parcel 2.
The East half of the tracks described as follows:

That portion of Lot 4 lying West of the West line of l3th Street, as conveyed to the City of
Mount Vernon by deeds recorded October 28, 1955 and May 21, 1956, under Auditor’s File Nos.

526414 and 536375, respectively, and all of Lots 3-8, inclusive in “DALE & SHEA’S
ADDITION TO THE CITY OF MT. VERNON,” as per plat recrarded in Volume 3 of Plats, page
68, records of Skagit County, Washington.

Parcel 3.

Those portions of vacated East Montgomery Street described in 'thosé-- City of Mount Vernon
Ordinance Nos. 3333 and 3310 as recorded on September 7, 2006 and January 9, 2006, under
Auditor’s File Nos. 200609070012 and 200601090167, records of Skggit County, Washington.

Parcel 4.

The North 72.00 feet of the east 187 feet of the West 202.00 feet of Lots 1 through 13 in
"DALE AND SHEA'S ADDITION TO THE CITY OF MT. VERNON," as per plat recorded in
Volume 3 of Plats, page 68, records of Skagit County, Washington.

Situate in the City of Mount Vernon, County of Skagit, State of Washington.

N ]
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- STATE OF MISSOURI )
S e ) sS.
COUNTY OF JACKSON )

“.~Onthis ﬂg‘?’day of Fﬁbl’ Uav , 2007, before me, appeared
Grant Wiedlner  to me persofally known, who being by me duly sworn, did say that
s/he is thﬂ}’z«?ammko{ Syanerof KeyBank National Association, a national banking
association, and that the said instrument was signed on behalf of said national banking
association by authority, and said (& WWM@ e , acting as the
2L 1Y d CSraner” of said national banking association acknowledged said
instrumént to be the free act and deed of said national banking association.

IN WITNESS WHEREOF, 1 have hereunto set my hand and affixed my notarial seal on
the day and year last above written. . .

o g E{&{ry Publi@aﬂd for Said County anE}St{teB

"{Type, print or stamp the Notary's name below
. his or her signature.)
My Commission Expires:

- “NOTARY SEAL "
Jennifer €. Hartung, Notary Public
Jackson-County, State of Missouri
My Comm‘rssion Expires 10/15/2010
Commission Number 08253648

00 ﬂo 220020
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EXHIBIT B
TO
GROUND LEASE ESTOPPEL AND AGREEMENT

Liens and Encumbrances

[see attached]

L I
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EXHIBIT C
TO
GROUND LEASE ESTOPPEL AND AGREEMENT

Ground Lease

A true. and ébmpl'éte'copy of the Ground Lease (which includes all amendments and
supplements) is-attached.

)
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> ' AMENDED AND RESTATED FIRST AMENDMENT TO GROUND LEASE
" CANCER CARE CENTER - IMAGING CENTER - MEDICAL OFFICE BUILDING

“This Amendment is made as of February 6, 2007, between PUBLIC HOSPITAL
DISTRICT NO:. 1-OF SKAGIT COUNTY, a Washington public hospital district formed
pursuant Chapter-70.44 RCW (the "Landlord"), and MV INVESTORS LLC, a Washington
limited liability company (the "Tenant"), and it amends, restates and replaces in the entirety that
certain First Amendment to Ground Lease between Landlord and Tenant, executed by Landlord
on November 20, 2006 and by Tenant on November 17, 2006.

RECITALS:

WHEREAS, the Landlord and Tenant entered into a Ground Lease dated September 12,
2005 (the "Ground Lease"), pufSuant to.which the Tenant has constructed a Cancer Care Center
— Imaging Center — Medical Office Building and related site improvements. Capitalized terms
used in this Amendment and not 0therw1se deﬁned shall have the meanings given to them in the
Ground Lease. :

WHEREAS, the partics agreed with respect to the Ground Lease to clarify their intent
and cotrect scrivener errors by substituting page- 11(b) containing Section 7, "Tenant
Improvements," subsection (a), "Design and Approval ", and subsection (b), "Allowance for
Landlord-Constructed-Tenant Improvements". L

WHEREAS, the Section 17 of the Ground Lease prowdes that the Landlord will provide
additional land for parking.

WHEREAS, the Landlord has acquired additionél 1énd' aﬁd”p"u'rsuant to an "Agreement to
Allocate Design and Construction Responsibilities," for the purpose of constructing additional
parking on the Jand obtained by the Landlord therefor.

WHEREAS, the parties wish to amend the Ground Leas¢ to feﬂ_ect .inclusion of the
parking construction pursuant to Article I, subsection 1.7, "Additional L.and for Parking," and
pursuant to the Agreement to Allocate Design and Construction Resp0n51b111tles A

WHEREAS, the Landlord has fully and completely discharged its obhgatmns it set forth
in Section 3 {A) of the Agreement to Allocate Design and Construction Respon_m_b_lhu_es L

IHMUWIWIMHMWRMWIWIMWMIMIMI(
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AGREEMENT:

-.Iﬁ__c_onsideration of the mutwal covenants in the Ground Lease and the mutual covenants
in this A'I_n.eri'dment, the parties hereby agree as follows:

el The Ground Lease is amended by deleting Exhibit A to the Ground Lease and
substltutlng Exhlblt A to this Amendment in its place. The real property described on Exhibit A
to this Amendment includes the additional land for parking to be provided by Landlord pursuant
to Section 1.7 of the Lease. Tenant hereby acknowledges and agrees that the Landlord has fully
discharged its obhgau__ons_ as set forth in the Agreement to Allocate Design and Construction
Responsibilities and has fully discharged its responsibilities with respect to Article I, subsection
1.7 of the Ground Lease. .~ .-

2. Landlord has ‘applied for and will cause to be completed a boundary line
adjustment that will result in the Premises (as described on Exhibit A attached) being one or
more separate legal lots and ‘upon completion of such boundary line adjustment, Landlord will
request that the Skagit County Assessor assign one or more separate tax parcel numbers to the
Premises so the Premises will ‘no longer be assessed as part of any other property owned by
Landlord.

3 Except as expressly 4h1f0d1"'ﬁe‘d or amended pursuant to this Amendment, the
Ground Lease shall remain unchanged a‘nd in fuIl force and effect.

IN WITNESS WHEREQF, the pames herete have exccuted this Amendment as of the
date set forth above. :

TENANT:

MV INVESTORS LLC, a
Washington limited liability company

By: Capstone Partners NW, LLC, a2 Washington
11m1ted liability company, its Manager

By: CBIL Group, LLC, a Washington limited liability company,"’_'.”- "
Authorized Member '

o N A 00

K]l’kA Johnson, S{]Member

Bae

WM’WWWIMWMM
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. LANDLORD:

“ SKAGIT COUNTY PUBLIC HOSPITAL DISTRICT NO. 1

LLEY HOSPITAL
By /il g

Thomas thaker CP O

DBA SKAGIT

STATE OF WAS_HINGTON__)
: __.) SS.
COUNTY OF SKAGIT - )" -

On this Z day of - T
Notary Public in and for-the’ state ‘of"Washingtor,

2007, before me, the undersigned, a

duly commissioned and sworn, perscnally

appeared Thomas Litaker, to me known to be the CFO of PUBLIC DISTRICT HOSPITAL
NO. 1, SKAGIT COUNTY, WASHINGTON D/B/A SKAGIT VALLEY HOSPITAL, the
municipal corporation that executed- the foregoing instrument, and acknowledged the said
instrument to be the free and voluntary act and deed of said corporation, for the uses and
purposes therein mentioned, and on- oath stated that he was authorized to execute the said

instrument,

Witness my hand and official seal hereto afﬁ::c'é-d.'_th:e day and year first above written.

Notaﬁy # g‘g}“ J@E@
F a5 o 5
2]

residing at:

g,

N¢ tary Public in and for t Stafe of Washington,
e s

\\\N“‘
18
~‘_\‘.\.\\'\\\ Wy ‘

{x s
N, ;a i
Gy 3010 S,
) ‘“ - A -‘.r
f hg “@
“\m%m
3308400 1:01/31/07 3-
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"STATE OF WASHINGTON )
) ss,

COUNTY OF b” f )
On thIS g day of [o e
Notary Public in and for the State of Wash ngton, duly commissioned and sworn personally
appeared Kirk A.. Johnson, known to me to be the Sole Member of CBIL Group, LLC, an

authorized member of Capstone Partners NW, LLC, the Manager of MV INVESTORS LLC,

the limited liability company that cxecuted the foregoing instrument, and acknowledged the said
instrument to be the free and voluntary act and deed of said limited liability company, for the
purposes therein mentloned and on oath stated that he was authorized to execute said instrument.

2007, before me, the undersigned, a

I certify that [ know or have satisfactory evidence that the person appearing before me and
making this acknowledgment is the person whose true signature appears on this document.

WITNESS my hand and. ofﬁmal seal hereto affixed the day and year in the certificate above

written.

Sl gnature :

WMy
..'.~"' € L4

;,i?vc' \m\\ “““qu& /’} j/LC, k Eéa / ﬂ &. r& &n-@r
Z 4 2.-.‘“0 o“ov,, "@Jp {; ) Print Name _
g %0 ~e- W% Z NOTARY PUBLIC in and for the State of
Z c&f:. 2uan® o £ gz Washington, residing at &¥

A/ A "tﬁ“'“m\““\ S;c‘;* = My commission expires /4 167,

W, OFWAS & e T ‘

-
-_

“l\\\\\\\\‘“

W

4
2/20/2007 Page 18 of 100 4: OOFIVI

3808\001:01/31/07
ABASSEVCAPSTONE\SKAGIT VALLEY\GRND LSE DOCS



'_STATE OF WASHINGTON )

) ss.
couNrvoF_ )
" On this. . day of 2007, before me, the undersigned, a Notary

Public in and for the State of Washington, duly commissioned and sworn personally appeared
Michael K.-Hubbard, known to me to be an authorized member of Capstone Partners NW,
LLC, the Maﬁagér of MV INVESTORS LLC, the limited liability company that executed the
foregoing instrument, and acknowledged the said instrument to be the free and voluntary act and
deed of said limited llablhty company, for the purposes therein mentioned, and on oath stated that
he was authorized to execute sald instrurment.

1 certify that I lmow or ‘have satisfactory evidence that the person appearing before me and
making this acknowledgment is the person whose true signature appears on this document.

WITNESS my han'd _e__l'nd_-:ofﬁma.lf"seal hereto affixed the day and year in the certificate above
written. o _

Signature

Prlnt Name _

NOTARY PUBLIC in and for the State of
Washington, :rt351d1ng at

My commission expires _

W MIWWIMNWI!HIU@MI!\IW
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EXHIBIT A
.Pa:rcéi l
The West half of the tracks described as follows:

That portlon of Lot 4 lying West of the West line of 13th Street, as conveyed to the City of
Mount Vernon by deeds recorded October 28, 1955 and May 21, 1956, under Auditor’s File Nos.
526414 and 536375, rtespectively, and all of Lots 5-8, inclusive in “DALE & SHEA’S
ADDITION TO THE CITY OF MT. VERNON,” as per plat recorded in Volume 3 of Plats, page
68, records of Skagit County, Washington.

Parcel 2.
The East half of the tracks descrlbed as follows

That portion of Lot 4 1ymg West of the West line of 13th Street, as conveyed to the City of
Mount Vernon by deeds recorded. October 28, 1955 and May 21, 1956, under Auditor’s File Nos.

526414 and 536375, respectively, and all of Lots 5-8, inclusive in “DALE & SHEA’S
ADDITION TO THE CITY OF MT. VERNON;,” as per plat recorded in Volume 3 of Plats, page
68, records of Skagit County, Washington. .~

Parcel 3.

Those portions of vacated East Montgomery S’tfée{ .de.é'cgr_:ibed in those City of Mount Vernon
Ordinance Nos. 3333 and 3310 as recorded on September 7, 2006 and January 9, 2006, under
Auditor’s File Nos. 200609070012 and 200601090167, records of Skagit County, Washington.
Parcel 4. .

The North 72.00 feet of the east 187 feet of the West 202, 00 feet of Lots 11 through 13 in

"DALE AND SHEA'S ADDITION TO THE CITY OF MT. VERNON " as per plat recorded in
Volume 3 of Plats, page 68, records of Skagit County, Washington.. '

WWWﬂﬁ!ﬂﬂ#ﬂm}m{m
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' FIRST AMENDMENT TO GROUND LEASE
CANCER CARE CENTER -~ IMAGING CENTER - MEDICAL QFFICE BUILDING

WHEREAS the parties, Public Hospital District No. 1 of Skagit County, a Washington
public hospital district formed pursuant Chapter 7044 RCW (the “Landlord”), and MV
[nvestors, LLC, a. Washington limited liability company (the “Tenant”); and

WHEREAS;-ﬂ_ﬁ Landlord and Tenant entered into a Ground Lease dated September 12,
2005, upon which the Tenant ‘is complcting construction of a Cancer Care Center — lmaging
Center — Medical Ofﬁce Bu1!dmg and related site improvements; and

WHEREAS, Lhe pames agreed with respect to the Ground Lease to clarify their intent
and correct scribner errors by substituting page 11 (b) containing Section 7, “Tenant
Improvements,” subsection (a),’ “Design and Approval,” and subsection (b), “Alfowance for
Landlord-Constructed— Tenant Improvemems " and

WHEREAS, the Section 17 of the (Jlound Lease provides that the Landlord will provide
additional land for parking; and

WHEREAS, the Landlord has a(:qui_féd additional land and pursuant {0 an “Agreement
to Allocate Design and Construction Responsibilities,” a cause to have constructed additional
parking on the land obtained by the Landlord ther efor, and

WHEREAS, the parties wish to amend thc Ground Lease to refiect inclusion of the
parking construction pursuant to Article I, subsection 1.7, “Additional Land for Parking,” and
pursuant to the Agreement to Allocate Design and Construction Responsibilitics; and

WHEREAS, the Tenant has ordered an as- bu:lt}"stirvey of the parking improvements
from which a legal description of the parking improvements will be denved and

WHEREAS, the Landlord has fully and completely dlschargad its obhgatlcms it set forth
in Section 3 {A) of the Agreement to Allocate Design and Construction Rcspon51b111t|es

THE PARTIES hereby agree as follows:

1. The Ground Lease shall be amended by augmenting zhe iegal dcscnpt:on to
include the real property depicted in Exhibit A hereto. The parties agree to substifute a full legal
description once an as-built survey of the parking famlny is complete, In all other respects thc_
terms and conditions of said Ground Lease shall remain in full force and effect. T

2. Tenant hereby acknowledges and agrees that the Landlord has fully dischzirged"-i-fs L
obligations as set forth in the Agreement to Allocate Design and Construction Responsibitities” .~

C\Doeuments and Scllingsinthebbard\Lacal Sextings\Teinporary foternet Files\OUKTEAFIRST AMENDMUENT TO GROUND LEASSE 11 06 06.00¢
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L and has fully discharged its responsibilities with respect to Article I, subsection 1.7 of the
Gfound Lease.
IN WITNESS WHEREOF, the parties hereto have executed this First Amendment to
Ground Lease as of the day and year set forth below.

QZTENANT:
" ‘MV-Investors, 2 Washington limited liability company

Date:. Hfﬁ?}é@

{Print Name] EE 3 7

By:
HES Member

STATE OF WASHINGTON) ..~

COUNTY OF

On this 'ﬂ‘m day of ﬂL\)L{Y\,Ué{L 2006, before me, the undersigned, a Notary

Public in and for the statc of Washington, duly commissioned and sworn, personally appeared
L Ioneeyiey known to be the ©\pon sy of MV
Investors, a Washington limited liability*company, the company that executed the foregoing
instrument, and acknowledged the said instrument to be.the free and voluntary act and deed of
said limited liability, for the uses and purposes therein mentioned, and on vath stated that he/she
was authorized to execute the said instrument dnd that the seal affixed is the seal of said

Washington limited liability company.

Witness my hand and official seat hereto atﬁxed the day and year first above written.

RN
\\ !5 @E u”‘
e "'h% 2 M p\
455 f’u@z - +< Mn
z| z¢ i = Printed Name: thulzu £, Hmder\
'»;"; t&% g @ E g" :_‘? Notary Public jn and for the State of Washmgton
4, ,\"f;qf»‘-og F g residing at: ,&rﬁ(; ;o o
s 6* P \@' = " ?-_ o ’—
‘ G,c WAS\'\ My Commission Expires: y A m I
ERTNCS i T T

First Amendment to Ground Lease Page 24l
Cancer Care Center - Imaging Center — Medical Office Building -

Landlord: Public Hospital District No. |
Tenant: MV Invesiors
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" LANDLORD:

___-.Skag,it County Public Hospital District No. |
- dba Skaglt Valley Hospital

Date: /Z /2 0/06

By:

Its. CEO/Super.mtendcnl

STATE OF WASHINGTON )
COUNTYOFSKAGH‘};)

On this éﬁ day of "Ny 2006, before me, the undersigned, a Notary
Public in and for the state of Washmgton duly comimnissioned and sworn, personally appeared
Gregg A. Davidson, to me knows to-be the CEO/Superintendent of Public District Hospital Ne.
I, Skagit County, Washington, d/b/a “Skagit Valley Hospital, the municipal corporation that
executed the foregoing instrument, and acknowledged the said instrument to be the free and
voluntary act and deed of said corporation, for the vses and purposes therein mentioned, and an
oath stated that he was authorized 1o execute the said instrument,

Witness my hand and official seal hereto afﬁxed --the’ day and year first above written.

géz?wﬂéiizc%7nﬁﬂua4¢daWL-

Printed Name: :
Notary Public in and:._fm the State of Wakhington,

residing at: _ =7/~ &/Jp //444_
My Commission Expires:- .-~ 9:

et
.
toagugret®

W\
K et
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EXHIBIT A
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GROUND LEASE
CANCER CARE CENTER—-IMAGING CENTER—MEDICAL OFFICE BUILDING

b_y.éﬁd between

Public Hospital District No. 1,
Skagit County, Washington

and . -

MY Investors LLC, .
a Washington LLC = .~

Dated as of _ 5’@){&‘&" ‘?(z 2005 .

i

CAADS Docs\PHD No. 1\Cancer Center Ground Lease 09.01.05.doc mmm mlmmmmwm mwmum
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A~ - <Legal Description of the Premises
B - . Legal Description of Hospital Property
C - _Site Plan Approximately Depicting Premises and Hospital Property
D - Glossary of Certain Defined Terms
E - Building Rent Escalation Provisions
F - Use Prohibitions and Prohibited Competitive Services
G - Memorandum of Ground Lease
GROUND LEASE

LANDLORD: PHD # | orz007 pace

TENENT: MV INVESTORS, LLC
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GROUND LEASE

RECITALS

WHEREAS, Public Hospital District No. 1 of Skagit County, a Washington public
hospital district formed pursuant to Chapter 70.44 RCW (the “District”) owns land adjacent to
the site of Skagit Valley Hospital; and

WHEREAS, -the “District wishes to sec the development of a medical facility for a
comprehensive cancer. caré- center, potential imaging center, and professional offices for
physicians requiring a location close to Skagit Valley Hospital in the approximate size of fifty-
three thousand three hundred seventy-three (53,373) square feet (the “Facility”); and

WHEREAS, the Parties recognize that not all off-street parking required for full
occupancy of the Premises need-be developed at the inception of this ground lease and that land
identified for off-street parking at this time (and included in the Premises) may change in the
future as long as the replacement parking is.adequate for the Premises; and

WHEREAS, the District does ﬂt_al"haye'rﬁsources to devote to the development of the
Facility at this time; and L

WHEREAS, MV Investors, a Wé;sh_ington limited liability company consisting of
physician investors and Capstone Partners, wishes to and agrees to diligently develop the Facility
to be occupied by the physician investors, the District and others; and

WHEREAS, the Parties hereto recognize fhat_jit_'is in their mutual benefit to develop the
Facility and provide for its occupancy by tenants that will complement and not unduly compete
with the services provided at Skagit Valley Hospital; and -

WHEREAS, The District desires that the buildiﬁg"be' of "éufﬁcient size to allow
occupancy by physicians and services that assist the District in providing future community
healthcare services; and S '

WHEREAS, the parties recognize that the building may not be_'lful:'ly occupied by tenants
at its completion and that tenants may need to reduce the amount of space leased in-the Building,
which poses a substantial risk to MV Investors; and o T

WHEREAS, the parties have allocated the risk of vacancy at complétion, in.part, by
agreeing that Annual Base Rent payments for the this lease shall be suspended until the building
achieves an occupancy threshold of seventy-seven and three quarters percent (7 7.75%) and the
risk of potential reduction in space leased by tenants by agreeing to a limited dyration and -
limited amount of rent suspension; and T

WHEREAS, the District and its taxpayers and patrons will, during the temporaryﬁe:ri__old

that Annual Base Rent for this lease is suspended due to vacancy in building, derive tangible,

GROUND LEASE \w
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_-substantial benefits by virtue of the completion of the building to allow its use as a
comprehenswe cancer care center, including but not limited to the comprehensive cancer care

~services that will be offered adjacent to the District’s acute care facilities, the opportunity for
‘current medlcal staff members of significant importance to the District’s ability to provide acute
care to be located adjacent to the District’s acute care facility and the ability to attract needed
future phy31c1ans to the community by providing readily available clinic space adjacent to the
District’s acute care facility; and

WHEREAS, the parties recognize that off-site transportation  infrastructure
improvements requlred as'a condition to the development by the City of Mount Vernon, some of
which will be paid for by the District, will increase the value of District-owned land and inure to
the benefit of the District by facilitating the construction of additional healthcare related facilities
in the vicinity of Skagit Valley Hospital; and

WHEREAS, the "Parties""hatfe agreed to certain terms and conditions to govern their
relationship that provide to: each adequate valuable consideration;

THEREFORE, THE PARTIES HEREBY AGREE to this ground lease (“Lease”) as
of 20()5 (the “Commencement Date”), between Public Hospital
District No. 1 of Skagit County, (“Landlord”) and MYV Investors, a Washington limited liability
company (“Tenant™) as follows:

-ART'ICLE L
Basic Terms

1.1  Premises Landlord is the owner of 'th_e 'Pfétliises described on the attached
Exhibit A. L S

1.2 Hospital Property Landlord is the.dw'ner of the I_—Iospital Property described
on the attached Exhibit B. A site plan of the Premises and Hospital Property is attached as
Exhibit C and approximately depicts the Premises and Hospltal Property

1.3  Definitions h11t1a11y-cap1tahzed words and phrases in thls Lease shall have the
meanings set forth in this Lease and in the attached Exhibit D, unless othermse required by the
context in which they appear. : o

1.4  Lease Landlord hereby leases the Premises to Tenant and Tenant hereby hires
the Premises from Landlord, for the Term, at the Rent, and on all the other terms and condltlons
coniained in this Lease. S -

1.5  Condition of Property. Tenant leases the Premises in “AS IS” and “WHERE
IS” condition. Except as expressly contained in this Lease, Landlord makes no representanons
or warranties of any nature, express or implied, concerning the Property, including without ...
limitation any representation or warranty conceming: (a) the suitability of the Property for.
Tenant’s intended use; (b) the physical condition of the Property; or (¢)the environmentat -

condition of the Property. Tenant shall design and construct a medical office building of

approximately 53,373 square feet on the Premises substantially as set forth in Exhibit C and
demolish and remove the existing structures on the Premises at its expense and risk; provided.

GROUND LEASE m
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that Landlord shall: (1) reimburse Tenant, in an amount not to exceed $1,000,000.00, for the
..-cost§_incurred for design and construction of off-site improvements required by the City of

“Mount Vernon pursuant to its concurrency ordinance (Chapter 14,10 MVMC) to the extent such
costs exceed $200,000.00 within thirty (30) days of Landlord’s receipt of documentation of the
amournt of such costs incurred by Tenant; and (2) once demolition and removal of existing
structures are complete reimburse Tenant for the actual costs incurred for such demolition and
removal in an-amount not to exceed one hundred seventy-five thousand dellars ($175,000.00)
within thirty. (30) days of Landlord’s receipt of documentation of the amount of such costs
incurred by Tenant. -

1.6  Tenant’s Investigation Tenant acknowledges that it is solely responsible for
imvestigating the sultablhty of the Property for the uses contemplated by this Lease. Tenant
acknowledges and represents to Landlord that by executing this Lease, it has completed its
mvestigation, including, _wzthout limitation, its environmental investigation, of the Property.
Tenant will include environmental remediation known to it in the Budget, however, Landlord
agrees to increase the budget if enwronmental conditions are found which were not discovered
prior to start of construction;- g

1.7  Additional Land for ‘Parking Landlord agrees it will provide through
acquisition or on Hospital Property; additional land, to be approved by Tenant, to provide 80
additional stalls to support the Facility. Thls land either owned or to be owned by Landiord may
be added to the Premises in the future for parking or other purposes and that land subject to this
Lease for parking may be replaced with-a different site. Any such addition, deletion or
substitution of land for parking shall only be made if-the off-street parking for the Facility
remains adequate pursnant to the applicable City of Mount ‘Vernon parking regulations, and may
be subject to a cooperative parking agreement between Landlord and Tenant and/or a third party.
Each Party agrees to work in good faith to amend thls Lease to mclude additional or to delete
land. .

If Landlord does not provide sufficient parklng by July 2006, then Tenant may
require Landlord to execute a lease for all vacant space in the F acﬂlty (“Facility Lease”) on terms
consistent with other occupants of the Facility. Specificaily, the term of the Facility Lease shall
be at least ten (10) years and the commencement date of the Faéihty Lease will be the date in
which the Facility receives an occupancy permit from the City of Maunt Vemon

If Landlord does not provide sufficient parking by July 2016 then Tenant may
require Landlord to execute a lease extension for an additional ten (10) years at market rates not
to be below rent in place at the end of year ten (10) of the Facility Lease. : oo

ARTICLE 11.
Term

2.1  Initial Term The initial term of this Lease (the “Initial Term™) shall commcnce
on the Commencement Date and shall extend for forty (40) years after the Facility has receiveda:
certificate of occupancy (the “Construction Completion Date”), unless sooner terminated -
pursuant to any provision of this Lease. Tenant shall immediately provide Landlord ertten
notice of the issuance of a certificate of occupancy of the Facility.
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. 2.2 Option to Extend Tenant shall have the option to extend the Initial Term for two

(2) add1t10na1 extended terms of ten (10) years each. Such extended terms shall be subject to all of

“the terms.and conditions of this Lease, including payment of Rent. Tenant shall exercise each option
"to extend by delivering written notice to Landlord no fater than two (2) years before the expiration of
the Initial Term. or any extended term. Tenant’s right to exercise such options is subject to the
following cond1t10ns (a) this Lease shall be in effect on the date Tenant delivers its notice of
exercise'and on the last day of the Initial Term or any extended term, as applicable; and (b) Tenant
shall not-be in°default under any provision of this Lease at the time Tenant delivers its notice of
exercise or on-the last day of the Initial Term or any extended term, as applicable.

ARTICLE III.
Rent

31 Annual Base Rent Commencing on the date that revenues from the building exceed
the mortgage payments related to-the initial construction of the Development and the deferred and
current preferred returns due’ inves'ters under Tenant’s operating agreement {such excess being
defined as “Avatlable Cash”) and on each anniversary thercof, Tenant shall pay to Landlord 66.7%
of such Available Cash as Base Rent up to an amount not to exceed $106,746.00 (“Arnual Base
Rent”) plus applicable Washington State Leasehold Excise Tax. Annual Base Rent shall be paid in
twelve monthly installments, the amotint ofwhich shall be based on the calculation of the previous
month’s Available Cash and a deterthination of the Annual Base Rent based thereon until the Base
Rent Start Date, defined below. Commencing with the month that 66.67% of the Available Cash
equals or exceeds $106,746.00 (“Base Rent Start Date™) Tenant shall thereafter, without regard to
Available Cash, pay to Landlord Base Rent of $106.746.00, plus leasehold excise tax. Upon
reasonable request, Landlord shall provide in -writing to Tenant sufficiently detailed and accurate
financial records documenting the monthly determmat]en of Avaﬂable Cash.

3.2 Participation Rent “Part1c1pat10n Rent” payments shall start sixty (60) months after
the Construction Completion Date and shall be calculated-as 10% of the Net Cash Flow, plus
Washington State Leasehold Excise Tax. “Net Cash Flow” shall be. defined on a cash flow basis for
each full calendar year (January — December) consisting only of ‘the following: Income from
subleases of the Improvements (including base rent and expense: re1mbursements) less mortgage
payments (construction or permanent mortgage payments used: to- fundthe initial construction
(including tenant improvements) of the Development}, less base ground rent of $106,746.00 per year,
less operating expenses for the Improvements (including taxes,.insurance, utilities, grounds,
janitorial, asset and property management fees, special municipal, state, our county assessments,
repairs), less building reserves (equal to two percent (2%} of the gross income of the building), less
amortization of capital improvement completed after the initial construetlon (stich as a roof
replacement) and less any other maintenance costs for the Improvements.” Part1c1pat10n Rent shall
be payable in ten (10) monthly instaliments, plus applicable Washington State- Leasehold Excise Tax,
commencing each year with the March Annual Base Rent payment, with Net Cash Elow calculated
for the preceding calendar year. Tenant shall provide to Landlord all reasonably_ requested
documentation of Tenant’s calculation of Net Cash Flow by February 15" of each year and -shall
provide, if requested by Landlord, audited financial information supporting the calculation ‘within
one hundred eighty (180) days thereof. In consideration of the Landlord’s agreement to forego, rent.

adjustments based on inflation or the fair market value of the Property, Tenant agrees that, absent -
written consent from the Landlord, it shall: (a) keep in place and shall enforce provisions in bu11d1_1_1g P
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. -:-'subleases related to escalation of building rents substantially as set forth in Exhibit E hereto; and (b)
mclude and enforce provisions in building subleases beyond the thirty-fifth (35™) year of the term
“and any extensions of this Lease that requlre adjustment of building rent to fair market value (as
defined in Ex}ublt E) no less frequently than in years forty-five (45), fifty (50) and fifty-five (55) of
this Lease and. any extensions.

3,3 .Additional Rent Excluding only Annual Base Rent and Participation Rent, all
amounts which Tenant is required to pay pursuant to this Lease and every fine, penalty, interest
charge or othet cost or expense applicable to Annual Base Rent or any such other amounts, shall
constitute “Additional Rent » If Tenant defaults in the payment of any Additional Rent, Landlord
shall have all the nghts powers and remedies with respect thereto as are provided herein or by
applicable laws in the case of nonpayment of Annual Base Rent. Annual Base Rent and
Additional Rent are sometlmes collectlvely referred to herein as “Rent.”

34 Payment of Rent - Tenant shall pay Annual Base Rent on a monthly basis in
advance each month, startmg on the Base Rent Start Date. Tenant shall pay Additional Rent at
the times set forth in this Lease. Tenant shall pay all Rent without any demand, deduction or
offset whatsoever. Tenant shall pay “all Rent to Landlord at the address designated for notices

herein. - .
3.5  Proration Annual'-.Bas'e:g__Rént shall be prorated on a monthly basis.

3.6  Net Lease This Leasc is a nef lease, and the Partics intend that Landlord shall
receive Rent free and clear of any imposition, tax, lien, charge, obligation or expense of any
nature whatsoever relating to the use or operation of the Property, all of which Tenant shall pay
and/or discharge without any right of offset or-abatement whatsoever.

3.7  Past Due Rent If Tenant fails to pay any Rent or when such amount is due and
payable, such unpaid amount shall bear interest ﬁ'om the due date thereof to the date of payment
at the Default Rate, and such interest shall be collectable as. Additional Rent. As used in this
Lease, “Default Rate” means an annual rate of mterest cqual to: (a) two percent {2%) above the
prime or reference rate then in effect, and as adjusted from time to time, at Bank of America,
N.A. (or any successor thereto), or if such bank or its successor c¢eases to exist, such other
national banking institution selected by Landlord; or (b) the maximum rate of interest then
permitted by RCW 19.52.020 or its successor, whichever is greater. - No default duc to late
payment of Rent shall be deemed cured unless and until such interest has been pald in full.

ARTICLE IV,
Taxes and Assessments

4.1  Taxes and Assessments Tenant shall pay directly to the appropriate taxing
authortity or otherwise discharge, prior to delinquency, all taxes, assessments; 1mpos1t10ns fees,
levies and charges or surcharges, whether general or special, ordinary or extraordlnary, foreseen
or unforeseen (including “in-lieu” taxes), which are directly or indirectly levied, oharged
assessed or imposed on or against the Property during the Term, or which shall or may be or’
become a lien on this Lease or any part of the Property or Personal Property situated thereon and

all fees and assessments for governmental service(s) to the Premises, including service paymcnts _ : .

in licu of taxes, together with any and all interest or other penalties on any of the foregoing.” As~
used herein, “taxes” shall mean and include any and ail taxes:  fa} unon or w1th respect to the’
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__,-possesswn leasing, operation, management, maintenance, alteration, repalr use or occupancy of
- the' Property or any portion thereof, including any sales, use or service tax imposed as a result

“thereof; {(b) upon or measured by Tenant’s gross receipts or payroll or the value of Tenant’s
‘equiprient, furniture, fixtures, and other Personal Property of Tenant or leasehold improvements,

alterations or additlons located in the Property; or (c) upon this transaction or any document to
which Ténant is a party creating or transferring an interest or an estate in the Premises. Tenant
shall indemnify, defend and hold Landlord and the Property harmless from and agamst all
liability, cost and expense for all such taxes, assessments, impositions, fees, levies and charges,

and all such interest or other penalties, and from any sale or other praceeding to enforce payment
of such items.

4.2  Proration of 'T'axes,ﬁep_rate Assessment  Tenant’s obligation to pay taxes as
provided in Section 4.1 above shall be prorated on the basis of a 365-day year to account for any
portion of a fiscal tax year mcluded in the Term at the beginning or end of the Term. If Landlord
is not subject to payment of taxes as provided in Section 4.1 above either at the beginning or end
of the Term, Tenant shall pay all such taxes imposed in the fiscal tax year which includes the
Commencement Date or Termination” Date, as applicable, If at any time after the
Commencement Date the Property.is not separately assessed, Tenant shall pay a share of the
taxes attributable to the Property pursuant to 4n equitable allocation as reasonably determined by
Landlord. N

4.3 Contest

4.3.1 Right to Contest. Tenant shall have the right to contest the validity or
amount of any tax, assessment, levy, imposition or other charge required to be paid by Tenant
pursuant to this Article IV. Tenant shall promptly notify Landlord of any such contest, and
Tenant’s legal basis thereof. Tenant may withhold or defér payment of any such obligation, or
pay such obligation under protest, but shall defend, indemnify, protect and hold harmless
Landlord and the Property from any lien which might result ‘from such contest. Prior to
undertaking any such contest, Tenant, at Landlord’s request shall post a bond or other security
acceptable to Landlord. e

4.3.2 Landlord Participation. Landlord shall not be required to join in any
proceeding or contest brought by Tenant unless the law requires that the proceeding or contest be
brought by or in the name of Landlord or the owner of the Premises, m which case Landlord’s
participation shall be at Tenant’s cost and expense. Tenant shall 1mmed1ately pay or discharge
any tax, assessments, levy, imposition or other charge, together with all costs, charges, interest
and penalties incidental thereto, determined to be due by any as a result of any proceedmg or
contest. : :

4.4  Delivery Landlord shall promptly deliver to Tenant all invoices, bﬂls statements
notices and other instruments relating to the payment of taxes relating to the Property that
Landlord may receive from any taxing authority. No failure by Landlord to deliver any such
invoices, bills, statements or notices shall relieve Tenant of its responsibility to pay the- same as .
and when due. ”
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4.5  Exemptions Subject to Section 4.6 below, Tenant’s obligation to pay taxes or
assessments levied or charged against the Property shall not include any tax of the following
“types, whatever the tax may be called: business, income or profits faxes levied or assessed
against Landlord by any federal, state or other governmental agency; cstate, succession,
inheritance -or transfer taxes of Landlord; corporation, franchise or profits taxes imposed on the
corporate owner of the fee title of the Premises; or any tax that may be required to be paid on any
gift, demise, deed, mortgage or other alienation of part or all of Landlord’s fee estate in the
Premises; otheér than pursuant to this Lease.

4.6  ChargesinLieu of Taxes  The provisions of this Article IV are based on the
present State system of- taxatlon If any any governmental authority having jurisdiction over all or
any part of the Property Imposes a tax, excise and/or assessment of any kind or nature on,
against, measured by or with respect to the Rent, either by way of substitution for all or part of
the present ad valorem teal estate taxes or in addition thereto (including any tax of the type
described in Section 4.5 above), then such tax and/or assessment shall be deemed to constitute
“taxes” for purposes of this Lease, and Tenant shall pay all such taxes as provided in this Article

~ ARTICLE V.
- AUtilities

5.1 Tenant’s Obligations - Tenant shall pay all charges for gas, heat, light, power,
sewage, water and other utilities or services in connection with the Premises or the
Improvements. On Tenant’s written request, Landlord will join with Tenant in any application
required for obtaining or continuing any utility service: Tenant shall defend, indemnify and hold
Landlord and the Premises harmless from any Ioss cost, expense, liability, lien, or the like
associated with any utility or service charge. If Tenant doés not pay any utility or service charge
when due, Landlord may do so, and any amount so paid by Landlord shall immediately become
due to Landlord from Tenant as Additional Rent, together ‘with interest thercon at the Default
Rate commencing on the date Landlord shall have made such payment

52  Interruption of Service Tenant shall not be ent1tled to terminate this Lease
because of any failure or interruption of any utility service supphed to the Property. Landlord
shall not be liable to Tenant for any damages resulting from any such failure-not caused, or any
interruption not requested, by Landlord. Landlord shall not be liable to Tenant for any damages
resulting from any such failure caused by Landlord so long as such fallure does. not contimue for
an unreasonable time. Landlord shall not be lable for any such interruption requested by
Landlord so Iong as: (a) Landlord gives Tenant reasonable advance notice of such interruption;
(b} such interruption does not continue for an unreasonable time in light of the services. offered
on the Property by its occupants; and (c) such interruption is necessary to support Landlord’
adjacent property. . :

ARTICLE VI.
Right of First Refusal — Sale

6.1 Tenant’s Offer  Subject to Section 6.2.3 below, if Tenant desires to seIl or &
otherwise transfer all of the Improvements in connection with a transfer of Tenant’s mterest in
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.-:"thlS Lease for consideration, Tenant shall first offer to sell such property to Landlord. Tenant’s
~ offer. (“Tenant’s Offer”) shall be in writing and shall specify the purchase price, terms and

:_:condltlons on which Tenant would sell such property to Landlord. Landlord shall have thirty
(30) days after receipt of Tenant’s Offer (“Review Period™) to accept Tenant’s Offer in writing.
Landlord shall have ninety (90) days after expiration of the Review Period (or such longer time
as may be specified in Tenant’s Offer) to consummate the transaction on the ferms contained in
Tenant’s-Offer (“Transaction Term”). In the event such sale is in connection with a partial
interest, Landlord understands that Tenant will first offer purchase rights to other partial interest
owners of Tenant. “In the event such partial owners elect not to purchase the partial mterest of
the partial tenant, Landlord shall be granted these rights with respect to the partial tenant interest
subject to the tertns c_ontalncd herein.

6.1.1 Sale by Tenant. If Landlord does not timely accept Tenant’s Offer or, if
Landlord timely accepts Tenant’s offer but fails to consummate the purchase of such property
prior to the end of the Transaction. Term, Tepant shall be free to sell such property to a third
party at a price not less than the offermg price, nor on terms more favorable to the purchaser,
than those set forth in Tenant’s’ Offer .

6.1.2 Failure to Complete Transactlon If Tenant fails to consummate the sale
or other transfer of such propertyas set forth in Section 6.2.1 above, within; (a) one hundred
eighty (180) days after expiration of the. Reyiew Period, if Landlord does not accept Tenant’s
Offer within the Review Period; or (b) the latér to occur of (i) the expiration of the Transaction
Term,; or (ii) one hundred eighty (180) days after expiration of the Review Period, if Landlord
has timely accepted Tenant’s Offer, then Tenant may not sell or transfer such property without
first offering such property to Landlord as set forth in Section 6.1, and the remaining provisions
of this Article VI shall remain in effect so that Landlord will have a continuing right of first
refusal. : g

6.1.3 Permitted Transfers. This Sectlon 6 1 shall not apply to a proposed sale or
transfer by Tenant of Tenant’s interest in this Lease to an Afﬁhate provided, that such Affiliate
shall agree in writing to be subject to and bound by all provisions.iri this Lease and in any other
agreements between the Parties which are ancillary or related to this Lease.:

6.1.4 Continuing Right of First Refusal. ~ The right of first refusal described in
this Section 6.1 shall continue to bind any transferee, buyer, or successer of Tenant, regardless of
the method by which such Person acquired Tenant’s interest in the Premlses or Lmder this Lease.

6.1.5 Limitations on Tenant’s Transferee. Notw1thstand1ng anythmg else to the
contrary in this Section 6.1, Landlord’s consent, not to be unreasonably withheld or delayed,
shall be required for any transfer under this Section 6.1. Landlord W111 not be actmg
unreasonably if it withholds its consent for any of the following reasons: : L

(a)  The transferee is not a reputable party.

(b) The transferee does not have reasonable financial worth and/or":__ .
stability in light of responsibilities involved on the date of Tenant’s Offer. -

L
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(c) In Landlord’s reasonable judgment, the transferee is of a character
or engages in a business not in keeping with the standards of Landlord, including any transferee
: _:who conducts any of the activities prohibited in Section 7.3 below.

: e (d) The transferee engages in a business that is inconsistent with the
values and standards of Landlord, including the Statement referenced in Section 7.1 below.

e “{e)  Tenant is in default under this Lease at the date of Tenant’s Offer.

(f)~.  The transferee does not possess the necessary reputation, skill, or
experience to assume-Tenant’s responsibilities hereunder.

6.1.6 Financing: Landlord’s rights under this Section 6.1 shall be subordinate
to all permitted Mortgages to.which Tenant may hereafter subject its leasehold title to the
Premises in accordance with Article. XII below, provided the Permitted Mortgagee recognizes
Landlord’s right of first refusal hereunder A Foreclosure or transfer in lieu of foreclosure by
such Mortgagee shall not constitute a “sale or transfer” for purposes of this Section 6.1. Landlord
shall execute such further agreements reasonably requested by any such Mortgagee, including a
subordination agreement, conﬁrmmg the foregomg

ARTICLE VII.
L Use

7.1 Statement of Intent for Cancer Care Center Uses The Parties intend that the
Cancer Care Center be used by the District, alone or as'a participant in a collaborative business
venture, for the comprehensive treatment of cancer patients, for a potential free-standing imaging
center and for other hospital uses yet to be identified. The Parties also intend that physicians and
physician groups needing close proximity to the District’s acute care hospital be investors and
Subtenants in the building (“Preferred Tenant”). The Parties intend that the physicians’ use of
the Premises include those services, procedures and technologws {“Uses”) that are routine and
customary for the physicians’ specialty and necessary for the efﬁ::lent hlgh -quality treatment of
patients (“Provider Use(s)”). _

The Parties acknowledge that preference for Subtena.nts should be given to
practitioners whose practices will complement the hospital-based services that are in close
proximity to the Cancer Care Center and/or physicians that are in collaboratlve relauons}nps with
the District. The Parties recognize that it would be inconsistent with the District’s obligations to
the local healthcare community to allow Uses that either interfere with the DlStI‘lCt s ab111ty to
provide services or undermine the District’s financial well-being. e

The Parties also acknowledge that physicians should be gwen latltude to offer
services that are: (a) necessary for the well-being of their patients; (b) customary and’ routme for
the physician specialty; and (c) reasonably necessary for their financial well-being. s

The Parties agree to the Use restrictions set forth in Exhibit F hereto for those’ .
building Subtenants currently identified for the Cancer Care Center. Any additional Use by an- .~ .-
existing Subtenant and the anticipated Provider Uses of any new Subtenant proposed for ‘the _
Premises shall be reviewed in light of the restrictions in Exhibit F and the foregoing statement of -~
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__,-in"'[en’.t Subtenant lease agreements with new Subtenants shall only allow Provider Uses not
prohlblted by Exhibit F and consistent with the foregoing statement of intent.

-1, 2 Service Dispute Resolution The Parties recognize that new Subtenants and/or
Subtenants currently identified for the Premises may wish to engage in Uses that are not
contemplated at :this time and that the District may identify as either interfering with the
District’s ablhty to provide services or as undermining the District’s financial well-being. Where
the District identifies such Uses, or where the District contends that a proposed Subtenant is not
a Preferred Tenant the Parties shall engage in Services Dlspute Resolution, as set forth in this
subparagraph. The. dlspute resolution process set forth in this subparagraph is to be used to
determine the Uses that may be offered by non-District providers in the Cancer Care Center.

In the event tha.t either Party notifies the other in writing that a Subtenant is or
wishes to engage in a Use which-is not contemplated by Exhibit E, and which both Landlord and
any Subtenant both wish to provide. or if a new Subtenant is proposed to which the District
objects, the Parties shall engage in the followmg process:

{(a) Dlscussmn The Parties shall, for thirty (30) days engage in good
faith discussions to determine- if the Use or Subtenant should be allowed, allowed with
conditions or if the Parties can agree to chgborate in a Use.

(by  Arbitration. If after thirty (30) days, the Parties’ discussions have
not resolved the issue, either Party may provide to the other a written demand for arbitration. In
such event, the Parties agree to promptly convene an arbitration panel consisting of no less than
three (3) members; one member shall be appointed by the Landlord and one appointed by the
Tenant; the third member shall be selected by consensus of the first two appointed. If the first
two members cannot agree on the third member, the Parties shall apply to JAMS/ENDISPUTE
(“JAMS?”), or if JAMS shall not then exist, such other orgafiization as to which Landlord and
Tenant agree, for a strike list of three (3) names. Each Party may strike one name. If two names
remain after the strike lists are returned, the arbitration service shall choose the seventh member.
The administrative costs and arbitrator’s fees shall be paid by the Parties, 50/50. The panel shall
be tasked with expeditiously (within thirty (30} days of the selectlon of the third member, absent
cause for delay) finding a mutually beneficial solution for Tenant, Landlord and the community
as a whole, based on affirmative determinations of the following questlons

i In the case of a new Subtenant Would the proposed
Subtenant complement hospital-based services, require close proximity. to’ Hosp1ta1 Property or
be in collaborative relationship with the District? :

1i. Is it reasonably probable that a Use Wﬁluld_ ot -i'iiterfere
with the District’s ability to provide services nor undermine the District’s financial wélI-b‘eing?

ni.  Does the Use qualify as a Provider Use and is 1t reasonably
necessary for the physician’s financial well-being? L i
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o iv. In any case where the inquiry ii is answered in the negative
andfor mqmry iii is answered in the affirmative, will the harm caused to the physician of not
3 allowmg the Use clearly exceed the harm that allowing the Use would cause to the District?

' (c) Decision. The panel may decide to: (i) allow or disallow a Use or
Subtenant or (11) may condition the approval of the Use or Subtenant to mitigate probable
harm(s). . DGCISIOHS by the panel shall be binding on the Parties and shall require a simple
malorlty vote

7.3 Incid’ental' Uses Notwithstanding the restrictions set forth in Sections 7.1
and 7.2 above, and Exhibit F hereto, with Landlord’s prior written consent, Tenant may use the
Premises, and may.allow the Premises to be used, for incidental uses (such as a coffee cart or
counter, and ATM or eleéctronic receiving devices) consistent with the use of the Premises as a
Cancer Care Center. Tenant shall not use or occupy or permit any other person to use or occupy
the Property or any part thereof, for any purpose, or in any manner, which might violate any law,
ordinance, rule, order or regulation of any governmental, political or military agency or entity.

7.4  Injunctive Relief - The Parties acknowledge and agree that Use restrictions in
this Article VII are a critical component of the consideration due Landlord for Landlord’s
entering into this Lease, and are necessary to avoid material harm to the Landlord and shall be
deemed to be covenants burdening Tenant’s leasehold interest in the Lease for the benefit of the
fee interest in the both the Premises and the Hospital Property. Landlord shall have the right to
enforce this Article VII directly against Tenant and any Subtenant. Any breach of this Article
VI shall be deemed to cause irreparable injury to Landlord for which Landlord does not have an
adequate remedy at law and for which Landlord is entitled to equitable relief. Accordingly, if a
violation of this Article VII occurs and is not cured within’ thirty (30) days afier Tenant’s receipt
of written notice from Landlord, then Landlord (without limiting Landlord’s other remedies for
breach hereunder) shall be entitled to injunctive relief to restrain the violation of this Article VII
without any showing of harm or the inadequacy of other. remedles Amcle XVII below shall not
apply to a breach or violation of this Article VIL :

7.5  Compliance with Law and Encumbrances Tenant shall comply, and shall
cause cach Subtenant to comply, with: (a) all laws, ordinances, rules,  orders, regulations and
requirements of any legal, governmental or military board, body or commission relating to,
affecting or controlling the construction, reconstruction, replacement; repair, maintenance,
condition, protection, occupancy or use of the Premises or the Improvemerits, or any activity
within the Improvements or any adjoining sidewalk or street; and (b) all covénants, agreements,
restrictions and encumbrances in effect as of the Commencement Date or ‘hereafier created by
Tenant as herein permitted or hereafier created by Landlord as herein pr0v1ded 1n each case
affecting the Premises or Improvements. S

7.6 Land Use Restrictions Tenant may enter into agreements restnctmg the use of
or granting easements over, the Premises, provided such agreements and casements are necessary"' 'i
for, and consistent with, the Use restrictions set forth in this Article VII and will not matenally._- L
interfere with Landlord’s use of the Hospital Property. Tenant shall obtain Landlord’s prior - .-

written consent, not to be unreasonably withheld or delayed, to any easement or other restriction E
which might extend beyond the Term, except as provided in Section 9.4 below. Tenant may o '

GROUND LEASE w
LANDLORD: FifD ¢ I 0
TENENT: MY INVESTORS, LLC 200702200205
Skagit County Auditor
2/20/2007 Page 35 of 100 4:00PM




_~“obtain- zoning changes or conditional use permits for the Property; provided, such zoning
chaitge-s or condittonal use permits are consistent with the Use restrictions set forth in this Article
“VIL At Tenant’s request, Landlord shall join with Tenant in applications and proceedings to
obtain such zoning changes and use permits, and Tenant shall reimburse Landlord for any costs
or expetises incurred by Landlord in connection therewith. Landlord shall not unreasonably
withhold or delay its consent to any proposed joinder agreement; provided, that the proposed
agreement complles w1th this Article VII and the other terms of this Lease.

7. 7 : Termmatlon of Use Restrictions Notwithstanding anything to the contrary in
Sections 7.1 and 7:2 above, and Exhibit F hereto, if, for any reason other than an Excused Cause,
the owner or lessee” of the Hospital Property does not operate an acute care hospital on the
Hospital Property for a-period of one hundred eighty (180) consecutive days (a “Dark Period™),
the Use restrictions set forth in Section Sections 7.1 and 7.2, above, and Exhibit F, shall
terminate on the first anniversary of the first day of the Dark Period; provided, however, that the
usc restrictions set forth in"Sections 7.1 and 7.2 above, and Exhibit F, shall remain effective if:
(a) during the Dark Period, the owner or lessee of the Hospital Property announces that it will re-
open the acute care hospital by a date prior to the first anniversary of the first day of the Dark
Period; and (b) such owner or lessee actually re-opens the acute care hospital prior to such first
anniversary (or such later date as.may be-reasonable, if such owner or lessee continues with all
due diligence to prosecute the work nécessary for the acute care hospital to reopen). “Excused
Cause” means any Unavoidable Delay__-(as.déﬁned in Section 16.1.1 below), or any needed
renovation, construction, or repair. If the Use restrictions set forth in Sections 7.1 and 7.2 above,
and Exhibit F, terminate as provided in this Section 7.7, the Property may be used for any lawful
purpose, and Tenant may alter, modify, remove, demolish or reconstruct the Improvements as
provided in Article IX and Article X hereof w1thout regard to the Use restrictions set forth in
Sections 7.1 and 7.2 above, and Exhibit F hereto.. .~ . :

7.8  Waste; Nuisance Tenant shall not 'c'omrhit",':and shall not allow any Subtenant or
other Person to commit, any waste, damage, disfigurement or injury to the Property. Tenant shall
not cause or maintain, and shall not allow any Subtenant.or gther Person to cause or maintain, a
nuisance on the Property. Without limiting the foregoing, Tenant shall use diligent efforts to
enforce each covenant againsi waste and nuisance in any sublease of the Improvements.

7.9  Security Tenant shall provide reasonable and adequate sécurity services for the
Improvements and Premises consistent with other hospital and medical office buildings in the
geographical area of the Premises. Without in any way limiting Tenant’s obligation and
covenant to provide its own security as provided in this Section 7.9, the’ Partles acknowledge that
Landlord may, but shall have no obligation to, from time to time, employ one ot more Persons to
patrol or provide security for the Hospital Property. In such event, Tenant shall and-shall cause
Tenant’s Representatives, all Subtenants and all other Persons entering on the Property or the
Hospital Property at the request or invitation of any of the foregoing to- cooperate -with
Landlord’s security personnel. Notwithstanding any such activity, Tenant agrees that. Tenant_
shall have the sole responmblhty of providing security for the Property, the Persons or property_f
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7.10  Hazardous Materials and Mold

: _ . 7.10.1 No Use of Hazardous Materials. Neither Tenant nor any of the officers,
"dlrectors employees representatlves agents, contractors, subcontractors, successors, assigns,
Subfenants, concessionaires, invitees or other occupants of the Property (collectively “Tenant’s
Represeritatives”™) shall use, generate, manufacture, refine, produce, process, store or dispose of
any Hazardous Materials in, on, under or about the Property or transport any Hazardous
Materials- to-or . from ‘the Property, except in strict compliance with all applicable Hazardous
Materials Laws.~ Tenant and Tenant’s Representatives shall, at their own expense, procure,
maintain in effect and comply with all conditions of all permits, licenses and other governmental
and regulatory approvals-required for the storage or use by Tenant or any of Tenant’s
Representatives of Hazardous Materials in, on, under or about the Property, including dlscharge
of (appropriately treated) materials or wastes into or through any sanitary sewer serving the
Property. All subleases entered Into by Tenant will contain use restrictions and limitations at
least as restrictive as those set forth in thlS Section 7.10.1.

7.10.2 Remediation of Hazardous Materials. If any contamination at the Property
by Hazardous Materials exists or-oceurs at any time, or, if Tenant, any Tenant Representative or
any other Person causes (whether by- afﬁrmatlve act or failure to act) any contamination of the
Hospital Property by Hazardous Materials (collectively, “Tenant Responsible Contamination™),
Tenant and/or Tenant’s Representatives, at their sole cost and expense, shall promptly and
diligently remove such Hazardous Materials ffom the Property or the Hospital Property, or the
water underlying the Premises or the Hospital Property, in accordance with applicable Hazardous
Materials Laws and industry standards then prevailing in the State. Notwithstanding the
foregoing, Tenant shall not take any required remedlal action in response to any Tenant
Responsible Contamination in or about the Property or the Hospltal Property, or enter into any
settlement agreement, consent, decree or other compromise in respect to any claims relating to
any Tenant Responsible Contamination, without first notifying Landlord of Tenant’s intention to
do so and affording Landlord the opportunity to appear, . ‘intervene or otherwise appropriately
assert and protect Landlord’s interest with respect thereto, If Tenant does not promptly and
diligently take all steps to prepare any remediation plan requlred for. any Tenant Responsible
Contamination, obtain all necessary approvals for such remediation :plan, and thereafier
commence the required remediation within thirty (30) days after Landlord has approved Tenant’s
remediation plan and all other necessary approvals and consents have ‘been obtained, and
thereafter continue to diligently prosecute said remediation to completion in accordance with the
approved remediation plan, Landlord, in its sole discretion, may cause: said remedlatlon to be
accomplished, and Tenant shall reimburse Landlord therefor within- thirty (30) days of
Landlord’s demand for reimbursement of all amounts reasonably paid by Landlord (together
with mterest on said amounts at the Default Rate from the date the expense was_incurred until
paid), when said demand is accompanied by proof of payment by Landlord of the amounts
demanded. Tenant shall prompily deliver to Landlord copies of all hazardous waste manifests,
and otherwise deliver such information to Landlord as Landlord may require, to evidenice the_ -,
proper disposal of all Hazardous Materials removed from the Premises as part of. Tenant s
remediation of any Tenant Responsible Contarination. A

7.10.3 Disposal of Hazardous Materials. Except as discharged into the samtary "
sewer in strict accordance and conformity with applicable Hazardous Materials Laws, Tenant
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s_h'allz cause all Hazardous Materials removed from the Property or Hospital Property as part of
- the tequired remediation of Tenant Responsible Contamination to be removed and transported
__-_’s',olélyfby--duly licensed haulers to duly licensed facilities for final disposal of such materials and

wastes.

7.10.4 Notice of Hazardous Materials Matters. Each Party (“Notifying Party”)
shall ‘immediately . notify the other Party ("Notice Recipient”™) in writing of (a)any
contamination " of the. Property by any Hazardous Material; (b) any enforcement, cleanup,
removal or other.governmental or regulatory action instituted, contemplated or threatened
concerning the Property pursuant to any Hazardous Materials Laws; (c) any claim made or
threatened by any Person against the Notifying Party or the Property relating to damage
contribution, cost rcc‘o'vgzry, compensation, loss or injury resuiting from or claimed to result from
any Hazardous Materials -on or about the Property: and (d) any reports made to any
environmental agency __alj_iSir'ig--'qpt-.=_pf or in connection with any Hazardous Materials in or
removed from the Property; including any complaints, notices, warnings or asserted violations in
connection therewith, all on receipt by the Notifying Party of actual knowledge of any of the
foregoing matters. Notifying Party shall-also supply to Notice Recipient as promptly as possible,
and in any event within five (5)-business days after Notifying Party first receives or sends the
same, copies of all claims, reports, complaints, notices, warnings or asserted violations relating
in any way to the Property or Tenant’s use thereof,

7.10.5 No Mold Conditions. - Without limiting the generality of any other
provision of this Lease, Tenant covenants and agrees that Tenant shall not create or permit to
exist in or about the Property any Mold Condition and Tenant shall, at its sole cost and expense,
regularly monitor the Property for the presence of Mold-and Mold Conditions. In the event of
suspected or actual Mold or Mold Conditions at the Property, Tenant shall promptly (but in any
event within five (5) days of the discovery thereot) notify Landlord in writing of the same and
the precise location thereof. T

7.10.6 Remediation of Mold. In the event, of suspected Mold or Mold Conditions
at the Property, Tenant, at its sole cost and expense, shall -p__'lfomp_tly'_'c':'_ause an inspection of the
Property to be conducted to determine if Mold or Mold Conditions are present at the Property,
and shall notify Landlord, in writing, at least three (3) days prior to the inspection, of the date on
which the inspection shall occur, and which portion of the Property shall be subject to the
inspection. Tenant shall retain a Mold Inspector to conduct the inspection and shall cause such
Mold Inspector to perform the inspection in a manner that is strictly confidential and consistent
with the duty of care exercised by a Mold Inspector and to prepare an inspection report, keep the
results of the inspection report confidential, and promptly provide a copy to Landlord. Upon the
discovery of any Mold or Mold Conditions in or about the Property, Tenant shall promptly, at
Tenant’s sole cost and expense, hire a trained and experienced Mold remediation contractor(s) to
completely clean-up and remove from the Property all Mold or Mold Conditions, All such
clean-up, removal and remediation shall be conducted to the satisfaction of any governmental _
authority with jurisdiction and otherwise in strict compliance with all Mold Remediation
Requirements. Such clean-up, removal and remediation shall also include removal and
replacement of any infected host materials as well as any repairs and refinishing required as the -
result of such removal and replacement. Any clean-up, removal and or other remediation of
Mold or any Mold Condition must be completed in its entirety at the expiration of this Lease.
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e 7.10.7 Indemnification by Tenant. Tenant shall indemnify, defend (by counsel
reasonabiy acceptable to Landlord), protect, and hold Landlord, and each of Landlord’s partners,
-_'officers members, subsidiaries, employees, agents, attorneys, shareholders, officers, successors
‘and assigns, harmless from and against all claims, actions, causes of action, liabilities, penalties,
forfeitures,. damages, losses or expenses (1nclud1ng attorneys’ fees and costs through litigation
and all appeals) resulting from death of or mjury to any Person or damage to any property
whatsoever, arising from or caused in whole or in part, directly or mdirectly by: (a) any Tenant
Responsible-Contamination; (b) Tenant’s failure to comply with any Hazardous Materials Laws
with respect to-the Property; (c) the presence of any Mold or Mold Condition on or in the
Property; or (d) a-breach of any covenant, warranty or representation of Tenant under this
Section 7.10. This 1ndemn1ty shall survive the expiration or sooner termination of this Lease.
Tenant’s obligations hereunder shall include all costs of any required or necessary repair,
cleanup or detoxification “or decontamination of the Property, and the preparation and
implementation of any closure; remedial action or other required plans in connection therewith,
and diminution in value of the Property and the Hospital Property.

_ " ARTICLE VIIL
Certam Operatlonal Matters

8.1 Property Management At all times during the Term, the Property shall be
managed by Tenant, an Affiliate of Tenant or a third-party manager satisfactory to Landlord.
Tenant shall retain a third-party property’ manager acceptable to Landlord within ninety (90) days
after receipt of a written request from Landlord. Tenant shall replace such third-party property
manager with a substitute approved by Landlerd within ninety {90) days after receipt of written
request from Landlord. Any such property management agreement shall be subject and
subordinate to the terms of this Lease and shall automatrcally terminate upon the expiration or
any sooner termination of this Lease.

8.2  Approval of Marketmg Materials Landlord shall have the right to approve all
signs and materials used by Tenant in the promoting or marketing of space in the Premises.
pursuant to the Property Management Agreement. Landlor__d_.sh_all 110t unreasonably withhold
such approval. T

8.3  Landlord’s Right of First Refusal Tenant shall not enter into any sublease, or
any option for a sublease for any space in the Improvements with any third party without first
offering such space to Landlord. Tenant shall give Landlord written notice of Tenant's intention
to enter info any such agreement with a third party setting forth the name and address of the third
party, the basic terms and conditions of the proposed agreement, and the medical specialty(ies)
of the third party. Landlord shall have the right to lease or occupy the space-on the terms set
forth in such notice. All other terms and conditions of Landlord's occupancy shall’ be’ governed
by the then current form of sublease for the Improvements approved by Landlord and . Tenant
pursuant to this Lease. Landlord shall exercise such right within ten (10) days after teceipt of the i
notice by delivery of written notice to Tenant. If Landlord fails to exercise such right, Tenant .
may enter into the proposed sublease with the third party at any time within the perlod

commencing on the final day of Landlord’s ten (10) day exercise period and ending one hundred .-~ :

twenty (120) days later and after any limitations are determined on the services to be provided by
the third person pursuant to Article VIL If Tenant and the third party fail to enter into the
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__,-proposed sublease before the end of such one hundred twenty (120) day period, then Tenant’s

- right to enter into the proposed sublease, or any other sublease for the same space or any portion
._'thereof shall be subject to Landlord’s right of first refusal. The right of first refusal granted to
"Landlord-in this Section 8.3 shall remain in effect so Iong as the use restrictions set forth in
Sectlons 7 1 and 7.2 above, and Exhibit F hereto, remain in effect.

8 4 Landlord' Option to Lease  Upon Landlord's written request, Tenant shall
notify Landlord of the existence of available space and Landlord shall have the right to sublease
all or a portion of such space upon the terms and conditions set forth in the then current form of
lease for the Improvements approved for use by Landlord and Tenant pursuant to this Lease at
then current fair rnarket rental rates for space in the Improvements as reasonably agreed by
Landlord and Tenant. The optlon granted to Landlord in this Section 8.4 shall remain in effect
S0 Iong as the Use restnctlons set forth in Sections 7.1 and 7.2 above, and Exhibit F hereto,
remain in effect. :

. ARTICLE IX.
< Improvements

9.1  Conditions to Major Construction ~ Before the commencement of any Major
Construction (or, if earlier, before -the date on which any act associated with such Major
Construction occurs which could give rise. 10 mechanic’s lien rights under applicable law, such as
the demolition of existing improvements on the Premises, the delivery of building materials to
the Premises, the commencement of work, etc) Tenant shall comply with all of the following
conditions (or obtain Landlord’s written waiver of such conditions) with respect to such Major
Construction: o

9.1.1 Approval of General Contracior. Tenant shall obtain Landlord’s written
approval of Tenant’s general coniractor and/or constructlon rnanager which approval shall not
be unreasonably withheld or delayed. :

9.1.2 Concept Approval. Before begmmng constructron drawings, Tenant
shall deliver to Landlord preliminary project schematics, elevatiotis; conceptual drawings, a
preliminary project schedule and other materials providing sufficient information for Landlord to
make an initial assessment of the proposed project. Landiord’s approval shall not to be
unreasonably withheld or delayed (except in the case of matters aﬂ"ectmg the exterior of the
Improvements, which Landlord shall have the right to approve or drsapprove in its sole
discretion). . L

9.1.3 Preliminary Plans. Tenant shall deliver to Landlord two (2) sets of
preliminary construction plans and specifications (the “Preliminary Plans“) prepared by an
architect or engineer licensed to practice in the state of Washington, which Prehmmary Plans
shall include information, plans and specifications respecting grading and drainage, soil; utilities,
sewer and service connections, off-site improvements, locations of ingress and egress to and” :
from public thoroughfares, curbs, gutters, on-site street improvements including street hghtlng
and landscaping, pedestrian circulation and building elevations, and general mechianical,”

electrical and plumbing systems, together with a list of standard tenant improvement .

specifications and the like, all in sufficient detail to enable potent1a1 contractors and
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stibcbntractors to make reasonably accurate bid estimates and to enable Landlord to make an
- informed judgment about the design and quality of the proposed Improvements. The preliminary
-~ plans shall be accompanied by an updated preliminary project schedule.

779,14 Landlord’s Approval of Preliminary Plans.  Landlord shall not
unreasonably disapprove the Preliminary Plans or preliminary project schedule (except in the
case of matters affecting the exterior of the Improvements, which Landlord shall have the right to
apprové or disapptove in its sole discretion). Approval or disapproval shall be communicated in
the manner provided for notices herein. Disapproval shall be accompanicd by a description of
the grounds” for disapproval. If Landlord does not disapprove the Preliminary Plans within
fourteen (14) days __aﬂé_r"'re_ceipt thereof, then the Preliminary Plans shall be deemed to have
received Landlord’s written approval, but only if Tenant’s notice requesting approval stated in
capital letters in bold type that Landlord’s failure to disapprove the attached Preliminary Plans
within such fourteen (14) days would be deemed to result in Landlord’s approval of such
Preliminary Plans. Within ten (10)'days after Landlord’s first or any subsequent disapproval,
Tenant may elect to submit revised Preliminary Plans or contest the reasonableness of
Landlord’s disapproval (insofar ‘as Landlord’s disapproval does not relate to the exterior of the
Improvements). If Tenant contests the reasonableness of Landlord’s disapproval, the matter
shall be resolved by arbitration as provi'dedz-in'-'Article XVIL. Landlord’s decisions with respect to
matters affecting the exterior of the Improvements shall not be subject to dispute or arbitration.
If Tenant contests Landlord’s disapproval and submits new Preliminary Plans, or any matter
involving the new or revised Preliminary Plans is submitted to arbitration, then the time periods
for commencement and for completion of construction shall be extended for a period equal to
one (1) day for each day after the submission of the revised Preliminary Plans until the
Preliminary Plans are approved. Landlord, by apprqvin.g the Preliminary Plans, does not assume
any liability therefor, or make any warranty as to the suitability of materials or equipment
specified therein, and Landlord shall not be liable for any defects in grading, landscaping, design,
or construction completed in accordance with the ‘Preliminary Plans or any equipment,
machinery, appliance or material incorporated therein. i

9.1.5  Final Plans; Specifications. Tenant shall prepare final working plans and
specifications substantially conforming to the Preliminary Plans previously approved by
Landlord (the “Approved Preliminary Plans™), submit the final working plans to the appropriate
govemmental agencies for approval, and deliver to Landlord one (1) complete set as approved by
such governmental agencies (the “Final Plans”) together with Teharit’s written statement
certifying that all necessary governmental approvals required for: construction have been
obtained. If requested by Landlord, Tenant shall deliver evidence of all such -governmental
approvals to Landlord. A change from the Approved Preliminary Plans shall be considered to be
within the scope of the Final Plans, and shall not require further Landlord approval (except as set
forth below) if such change does not affect the exterior of the Improvements and such-change® .

(2)  results in an increase or decrease in the Construction’ Césts of the
Improvements of less than fifty thousand dollars ($50,000); or R

(b)  is made to comply with suggestions, requests, or requiremeﬂts of a
governmental agency or official in connection with Tenant’s application for a permit or other.
approval; provided, however, that Tenant shall notify Landlord in writing of any such change

- me a4~
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" before implementing same and Landlord shall have the right to challenge or attempt to modify
" such governmental suggestion, request, or requirement prior to its implementation; provided,
~ further, that any delay caused by such challenge or attempted modification shall be considered an

Unavoidable Delay; or

; - {c) is made in response to Tenant’s value engineering analysis and
does not: (i) depart materially in size, utility, aesthetic value or cost from the Final Plans; or
(ii} involve a matenal change in the structure or architecture of the Improvements or any of the
operating systems ‘therein, including the electrical, heating, air conditioning, plumbing, elevator
and mechanical systems; and

. I(d) " 'does not result in a material delay in the project schedule.

Tenant shall obtain Landlord’s prior written consent to any changes from
the Final Plans which do not fall within the above “safe harbor.”

9.1.0 Notme'of'-l_ntent to-Commence. Tenant shall notify Landlord of Tenant’s
intention to commence construction ‘at least five (5) days before commencement of work or
delivery of any materials to the- Premises, whichever shall first occur. Notwithstanding the
foregoing, if under applicable law a longef notice period is required for Landlord to comply with
any applicable non-responsibility statute, the time for delivery of Tenant’s advance notice shall
be accordingly extended. Landlord shall have the right to post and maintain on the Property any
notices of non-responsibility provided for- under applicable law and to inspect the construction on
the Property at all reasonable times. : :

9.1.7 Notice and Approval of Financing. ‘Tenant shall deliver to Landlord true,
correct and complete copies of the proposed -and final’ Loan Documents ev1dencmg any
Construction Loan. Tenant shall deliver to Landlord. true, cotrect and complete copies of the
proposed and final Loan Documents evidencing any Permanent Loan Such financing shall be
subject to Landlord’s review and approval; provided  that Landlord may dISapprove of the
financing only upon a reasonable conclusion that the fmancmg is not adequate in amount or
certainty to assure completion of the Improvements. :

9.1.8 Required Governmental Permits. Tenant shall procure and deliver to
Landlord, at Tenant’s expense, reasonable evidence of compliaﬁce with all then applicable
codes, ordinances, regulations and requirements for pemnts and approvals ‘including any
applicable grading permits, building permits, and zoning and plarmmg approvals from afl
governmental agencies and bodies having jurisdiction. Evidence of comphance may mclude a
certificate of an architect. S :

9.1.9 Builder’s Risk and Other Insurance. Tenant shall delivc'r""t'o ---Eand_lord
evidence of all insurance coverage required by this Lease, including “builder’s-risk” ‘and
worker’s compensation insurance, together with evidence that Tenant has paid or caused 1o be™
paid all premiums for the coverage described above in this Section 9.1.9 and any increase in

premiums provided for in Article XIV, sufficient to assure maintenance of all required insurance B
durmg the anticipated course of the work. Tenant shall maintain, keep in force and pay: all_...-----' '

premiums for all required insurance at all times during which such work is in progress.
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9.1.10 Assignments for Benefit of Landlord. Tenant shall cause its architect,
- general contractor and/or construction manager to agree in writing, in form and substance
~satisfactory to Landlord, that in the event of any uncured default by Tenant under this Lease or

‘the Loan Documents securing such Major Construction, Landlord may elect to succeed to
Tenant's” rights . under any and all agreements with such architect, general contractor, or
construction manager, including the rights to any and all plans, drawings, specification sheets,
models, ‘computer programs, or other physical or electronic data or representations pertaining to
the Improvements s0-as to enable Landlord, if it so elects, to complete the construction of such
Improvements :

9.2 Constn"iic’ﬁdn Administration Procedures Tenant shall ensure that the
following minimal procedures are implemented by Tenant or the approved general contractor or
construction manager for a;ny Major Construction:

9.2.1 Tenant or Tenant‘s architect shall make regular periodic inspection reports
on the progress of the Major Constructlon

9.2.2 Tenant shall prov1de copies of the following to Landlord at the same time
as each application for a constructlon progress payment:

(a) partlal hen wawers or other evidence that the suppliers of labor,
materials or other services have been pa1d out of loan proceeds previously advanced and that
applicable taxes have been paid; and

(b) a search of a tltle msurance company doing business in the
jurisdiction in which the Property is located, showing that there has not been ﬁled with respect to
the Property or any part thereof any vendor’s, mechanic's, laboret's, materialman's or like lien,
which has not been discharged of record, except such’ as wﬂl be dlscharged by payment of the
amount then requested. o :

9.2.3 Tenant, or Tenant's construction lender as apphcable shall retain at least
five percent (5%) of each progress payment as retainage pending final completion of the Major
Construction. The retainage shall not be paid until written proof of payment is presented to
Landlord for all labor, materials, service and taxes for the entire Major Constructlon project have
been fully paid.

9.3 Utility Fasements  Subject to the restrictions in Section 7.6 and to Landlord’s
prior, written consent (not to be unreasonably withheld or delayed), Landlord grants to Tenant
the right to grant public entities or public service corporations, for the purpose of serving the
Property, nghts of way or easements on or over the Premises telephone, - eIectnmty, water,
samtary or storm sewers or both, and for other utilities and municipal or special dxstnct sermees
in the location(s) shown on the Final Plans. _ -

9.4 Completion of Improvements _

94.1 Diligent Prosecution. All work permitied to be done hereunder s'h"all_:be

performed in a good workmanlike manner, shall be in substantial conformance with the plans
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and __5P¢Ciﬁcati0ns approved by Landlord and shall comply with all applicable governmental
- permits, laws, ordinances and regulations.

I 9.4.2 Protection of Landiord Against Cost or Claim. Tenant shall pay or cause
to be paid,..fﬁzit_hout offset or abatement against Rent, the total cost and expense of all labor or
materials’ furnished for any works of improvement, as that phrase is defined in then-applicable
mechanic’s lien laws. No such payment shall be construed as Rent. Tenant shall not suffer or
permit to-be enforced. against any part of the Property, any mechanic’s or materialman’s lien
arising from any work of improvement. Tenant may in good faith and at its own expense contest
the validity of any silc_h asserted lien, claim or demand, provided Tenant has furnished the bond
required under Washington State law (or any comparable statute hereafier enacted for providing
a bond freeing the Property from the effect of such a lien claim). Tenant shall defend, indemnify
and hold harmiess Landlord and the Propetty against all claims, demands, liens, liability and loss
of any type arising out.of -W_Orkf performed on the Property by Tenant, together with reasonable
attorneys’ fees and all costs and expenses incurred by Landlord in defending or otherwise
protecting against such claims. o

9.4.3 Landlord’s Right to Discharge Lien. If Tenant does not cause to be
recorded such bond or otherwise protect 'th_er Property under any alternative or successor statute, a
final judgment has been rendered ‘against Tenant by a court of competent jurisdiction for the
foreclosure of a mechanic’s or materialman’s _Iie:n claim, and Tenant fails to stay the execution of
the judgment by lawful means or to pay the judgment, Landlord shail have the right, but not the
duty, to pay or otherwise discharge, stay or prevent the execution of any such judgment or lien or
both. All such payments by Landlord shall be considered Additional Rent. Tenant shall
reimburse Landlord for all sums paid by Landlord__uride’r. this Section 9.4.3 and all Landlord’s
reasonable attorneys’ fees and costs, plus interest on those sums, fees and costs at the Default
Rate from the date of payment to the date of reimbursement.”

9.4.4 Completion of Construction. On _gc'o'nipleti;on of any construction during
the Term, Tenant shall provide Landlord with an architect’s certificate, notice of completion or
other satisfactory evidence that the construction has been completed: = .

9.4.5 Notice of Changes in Plans.  On completion of any Major Construction,
Tenant shall give Landlord notice of all changes in the Final Plans made during the course of the
work and shall, at the same time and in the same manner, supply Landlord -with “as-built”
drawings accurately reflecting all such changes. Landlord acknowledges that it is common
practice in the construction industry to make numerous changes during the course of construction
on substantial projects. Changes that do not substantially alter plans. and’ specifications
previously approved by Landlord do not constitute a breach of Tenant’s obligations, The criteria
applied in Section 9.1.5 for determining whether changes to the Final Plans are substantial shall
be applicable to this Section 9.4.5. Tenant shall obtain Landlord’s prior written" consent to"any
changes from the Final Plans that require Landlord’s approval under that Section, © =~ -~

9.4.6 Notice of Approval. After completion of any work of impr'o'\{:ﬁ_:rr_l_én_t*,i,_-" -
Tenant shall promptly deliver to Landlord evidence that the Mortgagee under any Construction .~
Loan or Permanent Loan has accepted or approved the comoleted Improvements.
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T 9.4.7 Application. Except for Section 9.4.5 above, the provisions of this Section
9.4 shall apply to both Major and Minor Construction.

ARTICLE X.
Maintenance; Repair; Alteration; Reconstruction

S10.1 . No Obligation of Landlord  Landlord shall not be required or obligated to
make any changes, alterations, additions, improvements, or repairs in, on, or to the Property, or
any part thel_r:edﬂ unless due to damage directly caused by Landlord during the Term.

10.2 Tenant’s Duty to Maintain Throughout the Term, Tenant shall, at Tenant’s sole
cost and expense, maintain the Premises and all Improvements in first-class condition and repair,
ordinary wear and tear (cbnsis'tent with a first-class condition) excepted, and in accordance with
all applicable laws, ordinances,-orders and regulations of all federal, state, county, municipal and
other governmental agencies and bodies having or claiming jurisdiction and all their respective
departments, bureaus and: officials, as well as all insurance underwriting boards or insurance
inspection bureaus having or claiming jurisdiction, and all insurance companies msuring all or
any part of the Property. Tenant shall keep in full force and effect throughout the Term 2
contract or other arrangement satisfactory to Landlord in its sole discretion for maintenance of all
landscaping on the Premises with--such company(ies) as Landlord shall approve. All repairs,
alterations, replacements and additions to'the Improvements made during the Term shall be at
least equal to the original work in value and-quality. Tenant shall cause all Improvements to
comply in all respects with the provisions of this Lease, all matters of record, all applicable
governmental requirements, and all exterior. architectural design, location and color criteria
approved by Landlord in its sole discretion from time-fo time. Tenant shall also adopt and
maintain such standards of interior property space maintenance and appearance as shall be
reasonably and customary for similar improvements and shall enforce compliance by all
Subtenants and other occupants with such standards. If Tenant fails to comply with this Section,
Landlord shall have the right, along with ail other remedies set forth in Article XVI, to enter the
Property to cure Tenant’s default as set forth in Article X1, and Tenant shall pay to Landlord all
Landlord’s expenses in connection with such work on demand- with- interest thereon at the
Default Rate. R

10.3 Damage or Destruction If the Property or any portion thereof shall be

damaged by fire or other casualty during the Term, Tenant shall, at its own cost and expense,
promptly and diligently repair, restore and replace the same according to ‘the original plans
thereof or according to such modified plans as shall be approved in writing by Landlord. Tenant
shall commence the work of repair, restoration or replacement within ninety (90) days after the
damage or loss occurs and shall complete such work no later than two hundred seventy (270)
days after commencement, subject to Unavoidable Delays. Completion of “the repairs,
alterations, restorations, additions and replacements to the Improvements “shall- result “in
Tmiprovements at least equal in value, aesthetic impact, quality, and function to the Improvements_
prior to the fire or other casualty, except as expressly provided to the contrary in this'Leasc, All
insurance proceeds collected for such damage or destruction shall be applied to the cost of such:
repairs, restoration and replacement, and if there are no insurance proceeds or the available -
proceeds shall be insufficient for said purpose, Tenant shall make up the deficiency out of its-

own funds, S,
-
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" 104  No Abatement  No deprivation, impairment or limitation of use resulting from
- any casualty or any construction work contemplated by this Section shall entitle Tenant to any
. b_ffs':et,"abat_ement or reduction in rent or to any termination or extension of the Term.

. 10.5 Landlord’s Right to Terminate If Tenant does not begin to repair, restore, or
replace the Improvements within ninety (90) days after the occurrence of any casuaity, Landlord
shall have the right to terminate this Lease upon sixty (60) days written notice to Tenant;
provided, howévet, that Landlord’s notice shall be without effect if] during such sixty (60) days,
Tenant commences (and thereafter diligently pursues) the repair, restoration, or replacement. If
Tenant does ot complete the repair, restoration or replacement of the Improvements within two
hundred seventy (270) days after the occurrence of any casualty, Landlord shall have the right to
terminate this Lease upon ninety (90) days written notice to Tenant; provided, however, that
Landlord’s notice shall be without effect if, during such ninety (90) days, Tenant diligently
pursues the repair, restoration, or replacement and the Improvements are substantially restored
within three hundred sixty (360) days:following the casualty.

10.6 Payment by Landlord Landlord’s election to perform any obligation of Tenant
under this Article X after Tenant’s failure or refusal to do so shall not constitute a waiver of any
right or remedy for Tenant’s default; and any such amounts so paid by Landlord shall be
immediately due and payable by Tenant asRent, plus interest thereon at the Default Rate from
the date of payment by Landlord to the date such sum is paid by Tenant to Landlord.

10.7 Landlord Approval Ail‘-repéirs, additions, alterations and modifications made
by Tenant to the Improvements after a casualty shall be subject to the provisions of Article IX.

10.8  Right to Contest  Tenant shall have the right to contest by appropriate judicial
or administrative proceedings, without cost or expense to Landlord, the validity or application of
any law, ordinance, order, rule, regulation or requirement requiring Tenant to repair, maintain,
alter or replace the Improvements in whole or in part, and Tenant shall not be in default for
failing to do such work until a reasonable time following final detérmination of Tenant’s contest.
At Landlord’s request, Tenant shall first furnish Landlofd.'a:‘_f]j_ond,-satis_factory to Landlord in
form, amount and insurer, guaranteeing compliance by Tenant with the contested law, ordinance,
order, rule, regulation or requirement indemnifying Landlord against all liability that Landlord
may sustain by reason of Tenant’s failure or delay in complying with: the law; ordinance, order,
rule, regulation or requirement. Landlord may, but shall not be required, to contest any such law,
ordinance, order, rule, regulation or requirement independently of Tenant. At Tenant’s requests,
Landlord shall join in Tenant’s contest at no cost or expense to Landlord:>. -~

10.9  Relief of Tenant’s Duty to Restore  If the Improvements are damaged or
destroyed by a casualty which occurs during the final five (5) years of the Iﬁ-iti&_l--""_l_"enn,or the
final two (2) years of either extended term, Tenant shall be relieved of any obligation imposed
under this Article X to repair, restore, or reconstruct the Improvements if the work-of repairing;
restoring, or reconstructing the Improvements would constitute Major Construction and Tenant
compiies with all of the following conditions: R

(a) Tenant notifies Landlord of the occurrence of the casualty within.thi:_r'ty.__

(30) days after such event, detailing facts that qualify the casualty under this provision;
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(b)  Tenant is not in default under any provision or condition of this Lease;

S . (c) Tenant continues to make all payments when due as required under this
'"Lea's_e-----(pro'irided that Landlord may, by notice given at any time after Tenant’s notice of the
damage or destruction, elect to terminate this Lease at the date stated in Landlord’s notice and
forgive all Rent and other payments required hereunder for the period following that date);

(d) ;_'.Tenant pays in full, or has paid in full, any outstanding indebtedness
secured by a Mortgage;

(e) Tenant delivers possession of the Property to Landlord, quitclaims all
right, title and interest in the Property to Landlord, and ceases to do business on the Property;

63)] Tcnéﬁt "Causeg to be discharged all liens and encumbrances on the Property
resulting from any act or 6missioir of Tenant;

(2 Tenain__f -relipqﬁi_shg;s all remaining options to extend this Lease;

(h) Tenant razes ""q_r deposits the cost of razing all Improvements, caps all
utility lines, and restores the surface of the Premises to a level, even, and compacted condition;
and e )

(1) Tenant, and each Mortgagee with any interest in the Property relinquish
and transfer to Landlord all remaining inst‘lrance proceeds (exclusive of rent insurance) resulting
from the casualty to the extent that such proceeds exceed the cost of any required demolition of
Improvements and the unpaid balance of any indebtedness secured by the applicable Mortgage.

ARTICLEXL
Ownership of Improvements

11.1  Existing Improvements  All hnproverﬁe_nt_s, Pe}sépal Property or fixtures
located on the Premises on the Commencement Date shall become the property of Tenant as of
the Commencement Date. I

11.2  Ownership of New Improvements During Term - -During the Term, all
Improvements constructed on the Premises by Tenant or by a Subtenant as peérmitted by this
Lease shall be owned by such Tenant or Subtenant as their interests may. appear until the
Termination Date. e T

11.3  Ownership at Termination  All Improvements placed on the Premises by

Tenant or by a Subtenant permitted by this Lease and remaining at the Termination Date shall,
without compensation to Tenant or its Subtenants, become Landlord’s property free and cledr of
all claims of Tenant or any Subtenant or any third party. Any Personal Property of Tenant or its .
Subtenants that remains on the Property after the Termination Date shall be deemed abandoned
and, at Landlord’s election, may be retained by Landlord as Landlord’s property, disposed-of by -

Landlord, without accountability, in such manner as Landlord sees fit (including having the same -~
stored at the risk and expense of Tenant), or required by Landlord’s written notice to Tenant to
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be removed by Tenant. The foregoing shall be without prejudice to any election given Landlord
by law or hereunder as to such property.

1 4 Right to Remove Personal Property At the Termination Date, Tenant and its

Subtenants shall have, subject to the rights of the Landlord pursuant to Chapter 60.72 RCW now
as may be amended, the right to remove any or all Personal Property, provided all resultant
injuries “to the. Property are completely remedied and Tenant complies with Landlord’s
reasonable reqmrements respecting any required restoration.

ARTICLE XII.
Financing

12.1 Conditions to Landlord’s Approval Notwithstanding the provisions of Article
XIII below, if requested by Tenant-in writing and provided Tenant is not then in default and there
exists no event which, with the giving of notice or passage of time or both would constitute a
default under this Lease, Landlord shall execute its written consent to a hypothecation of this
Lease under a Mortgage for the beneﬁt of a Mortgagee upon and subject to the following
conditions: _

(a) Concurrently with Tenant’s request for Landlord’s consent, Tenant shall
give Landlord a true and complete copy of the note, Mortgage and other Loan Documents,
together with the name and address of the proposed Mortgagee. No such encumbrance shall be
valid or effective unless Landlord executes its written consent thereto. Notwithstanding any
contrary provision of this Lease, Tenant shall have .no power or authority whatsoever to
encumber Landlord’s fee interest in the Premises i in any manner

(b)  The Mortgagee shall be an Instltutlenal Lender or another lender approved
by Landlord pursuant to the standards set forth in Section- 13 l

(c) The Mortgage and all rights acqurred hereunder shall be subject to each
and all of the covenants, conditions, restrictions and provisions set forth in this Lease and to all
rights and interest of Landlord hercunder, except as herein otherwrse provided. Landlord may
condition such comsent upon receipt of a written agreement satisfactory to Landlord wherein
Tenant and Mortgagee (for any period of time Mortgagee is in possession-of-the Property or the
Improvements or holds title to the leasehold interest created hereby ‘or”for any other period
during which Mortgagee is so required by the other provisions of this Article X1I) expressly
agree 10 be bound and subject to all such provisions of this Lease arid rlghts of Landlord, for
themselves and their respective successors and assigns. In the event of any conﬂ1et between the
provisions of this Lease and any provisions of any Mortgage, the provisions of this Lease shall
control. In addition, the Loan Documents must conform to the provisions of Section 12.2 below.
Any notice 1o Mortgagee of Tenant's default or of termination of this Lease provided forin this
Article may be given concurrently with or after Landlord's notice of default fo Tenant -as
provided below. L S

(d)  No Mortgage shall encumber any intcrest in real property othier than
Tenant’s leaschold interest in the Premises and fee interest in the Improvements. Further, no.~
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.~ Mortgage shall secure more than one debt or contain a cross-default provision, without
=La"t=_1_dlord’s prior written consent, which shall be granted in Landlord’s sole discretion.

(e) The loan terms shall be subject to Landlord’s reasonable prior approval,
and thc loan shall not exceed the following principal amount:

' --, D If the loan 1s a Construction Loan, the principal amount of the loan
shall not exceed elghty five percent (85%) of the Appraised Stabilized Value of the Tenant’s
leasehold interest ‘and the Improvements; the loan terms shall provide for the voucher payment
method of d1sbursmg the loan funds during the period of construction of other reasonable
mechanisms for dlsbu_rsmg_th_e loan funds.

G} | The Mdﬁgagec shall have served on Landlord a request for written notice
from Landlord of any breach or-default by Tenant of this Lease, which request shall set forth
Mortgagee’s address for notlces o

(2) Upon approval of a Mortgagee, the Mortgage and the Loan Documents,
the Mortgagee shall be con31dered a “Penmtted Mortgagee ?

12.2 Loan Documen_ts L

12.2.1 Loan Documents in Customary Form. The note, Mortgage and other
Loan Documents shall conform substantially to the customary provisions in loan documents for
comparable projects except as otherwise -provided in this Lease, and shall conform with the
provisions of this Lease applicable thereto. "All Loan Documents shall be delivered to Landlord
before execution, whether they are to be executed by Landlord or are for Landlord’s review to
insure that they conform to this Lease. Landlord shall have fifteen (15) working days after
delivery to review the Loan Documents and object or disapprove them. Landlord’s objection or
disapproval shall be in writing delivered to Tenant within said fifteen (15) working day period.
Landlord’s silence shall be deemed to constitute approval and' lack of objection, but only if
Tenant’s notice requesting approval stated in capital lettets in'bold type that Landlord’s failure to
dlsapprove the attached Loan Documents within such ﬂﬂeen (15) days would be deemed to
result in Landlord’s approval of such Loan Documents.

12.2.2 Disposition of Insurance Proceeds and Condemna_tit)n Award. The Loan
Documents shall expressly provide that: (a) any proceeds from fire or extended coverage
msurance shall be used for repair or rebuilding of the Improvements and not to 'r_ep'ziy the loan, or
part thereof, except as permitted or provided to be used for such purpose in this Lease; and (b) in
the case of a Taking of the Property, Landlord shall be entitled to assert and prosecute its claim
for such portion of the Award as it may be entitled to in this Lease. e -

12.2.3 Notice to Landlord; Cure Rights. The Loan Documents "S:halﬁl'e'xpféé'sly
provide that all notices of default thereunder must be delivered concurrently to Landlord and-
Tenant and that Landlord shall have the right, but not the obligation, to cure any default:

hereunder if Tenant fails to do so. The Loan Documents shall expressly give Landlord atleast
thirty (30) days after the time Tenant’s right to cure has expired within which to cure any default .-~

which may be cured by the payment of money and provide that any other default (excluding any
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_ _.:-"_def;;ults that can be cured by the payment of money) shall not be grounds to foreclose any
" Mortgage if:

y (a) Landlord commences within sixty (60) days after Tenant’s right to
cure has explred and diligently prosecutes to conclusion, an act10n or proceeding to evict or
remove Tenant from the Premises;

. (b) Landlord performs or causes to be performed within said sixty (60)
day perlod all pr@vrswns of the Loan Documents capable of performance by a Party not in
possession of the Premlses and requiring the payment or expenditure of money; and

(c) *- Immediately on obtaining possession of the Property or sixty (60)
days after Tenant’s nght to cure has expired, whichever occurs earlier, Landlord or another
Person leasing the Property from- Landlord under this Lease, shall expressly assume Tenant’s
obligations under the loan’ securéd by such Mortgage, including any note and all other Loan
Documents, and any other :subordinated or unsecured loans made by Mortgagee to Tenant in
connection with the Property., Any Person other than Landlord which assumes the Loan
Documents must be acceptable to the Mortgagee in its reasonable discretion, it being assumed

_ that any Affiliate of Landlord shall be deemed acceptable to Mortgagee.

If Landlord or another Person assumes the Loan Documents, Landlord or
such Person shall be entitled to relet the Property to any Person acceptable to Mortgagee in its
reasonable discretion, it being understood that any Affiliate of Landlord and any Person or entity
which meets the requirements set forth inthis Lease shall be deemed acceptable to Mortgagee.
Neither Landlord’s right to cure nor exercise of “any-right given Landlord to forestall a
Foreclosure or transfer in lieu of foreclosure heréunder shall constitute an assumption by
Landlord of any liability under the note, Mortgage or other Loan Documents which accrues
before the time Landlord obtains possession of the Property

12.3 Mortgagee Cure Rights If Landlord eIects to declare a defauit by Tenant and
terminate this Lease as to Tenant because of such default, any Permltted Mortgagee shall
nonetheless have the followmg rights: :

12.3.1 Landlord shall not terminate this Lease because of such default hereunder
on the part of Tenant if such Mortgagee shall:

(a) Within thirty (30) days after service of wntten not1ce by Landlord
of its intention to terminate this Lease for such default, cure such default if the same can be cured
by the payment or expenditure of money, or if such default is not so curable, commence and
thereafter diligently pursue to completion all necessary steps and proceedings.required for the
Foreclosure or transfer in lieu of foreclosure of the Mortgage in the manner prOVided: by law;
provided, that the failure to timely provide such notice to Landlord shall be deemed ‘an
irrevocable waiver all rights to cure by such Mortgagee; and s

(b)  Keep and perform all of the covenants and conditions of this Léasé_ -

requiring the payment or expenditure of money or maintenance or repair of the Premises by .~ =

Tenant until such time as the leasehold interest in this Lease shall be sold upon Foreclosure or
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.~ transfer in lieu of foreclosure pursuant to the Mortgage or shall be released or reconveyed
" hergunder.

i No such performance by any “Permitted Mortgagee shall, in the absence
of possessmn of the Premises, cause such Mortgagee to become a “mortgagee in possession” or
otherwise cause such Mortgagee to be deemed to be in Control of the Premises or bound by this
Lease; provzded that if the Tenant’s leasehold is terminated any Permitted Mortgagee then
exercising -its’ nght to. cure shall be considered in possession subject to the requirements of
Section 12.4.1 below '

12. 3 2 If dunng the thirty (30) days period described in Section 12.3.1(a) above,
the Permitted Mortgagee shall be precluded by the bankruptcy laws of the United States or by
process or issue of any court having jurisdiction in connection with any bankruptcy or insolvency
proceeding, from commencing dnd, pursuing to completion all necessary steps and proceedings
required for the Foreclosure-or transfer in lieu of foreclosure of the Mortgage, then Landlord
shall extend said period so long as ‘may reasonably be required; provided, that such Mortgagee is
diligently and in good faith-exerting all reasonable efforts to obtain an appropriate release from
any applicable court order or.restraint, and further provided that upon such release, such
Mortgagee shall in good faith immediately commence and diligently pursue to completion all
steps and proceedings for consumration of such Foreclosure.

12.3.3 No voluntary -cancellation, termination, surrender, acceptance of
surrender, modification of this Lease or amendment that shortens the term of this Lease or
reduces the size of Premises shall bind any Permitted Mortgagee if done without the prior written
consent of such Permitted Mortgagee. o

12.3.4 If any Permitted Mortgagee _éhal__l_ fail or refuse at any time to comply with
any and all of the applicable provisions of this Section, then and thereupon Landlord shall be
released from any covenant not to terminate this Lease With 'i‘espeet to such Mortgagee.

12.4 Transfer on Foreclosure Landlord’s consent shall not be required for transfer
of the leasehold estate created by this Lease pursuant to a Foreclosure or transfer in lieu of
foreclosure to a Permitted Mortgagee who fully attorns to Landlord and gives written unqualified
notice to Landlord that it accepts all terms and conditions of. this Lease -and will be bound
thereby. Landlord’s prior consent shall be required for transfer of the leaseholcl .estate created by
this Lease pursuant to Foreclosure or transfer in lieu of foreclosure to- any other party (regardless
of whether such party obtains title to such leasehold estate directly from Tenant or immediately
following Foreclosure or transfer in lieu of foreclosure from the Permitted Mortgagee) Any
such transfer to any such party shall constitute an assignment and shall be: subject to the
provisions of Section 13.1. Accordingly, Landlord shall consent to such transfer to such party if
such party, in Landlord's sole discretion, has the operational experience and financial stabilify to
cure any existing defaults and otherwise meets the requirements set forth in ARFICLE XTI
including, without limitation, whether the proposed transferee’s intended use for the C’ancér: Care -
Center or the Improvements is compatible with the Statement and/or Landlord’s goals: Tn order "

to obtain Landlord’s prior consent to any such transfer to any such party, the Permitted.
Mortgagee or such party, as applicable, shall notify Landlord in advance of the Foreclosure or+ :
transfer in lieu of foreclosure of the details of any such proposed transfer, including the name o )
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and address of the transferee, the proposed effective date of such transfer, the express agreement
“ of the transferee to assume and perform all of Tenant’s obligations under this Lease, a copy of
the ass_rgn_r_nent document, and any other information which Landlord shalt reasonably request.

.. - 12.4.1 If the leaschold estate hereunder shall be transferred by any Foreclosure,
the transferee or transferees thereof shall thereupon and thereby: (a) assume in writing in a form
reasonably acceptable to Landlord the performance of and be bound by each and all of the
covenants, conditions; restrictions, obligations and provisions herein provided to be kept and
performed by Tenant durlng the period such transferee or transferees shall hold title to said
leasehold estate; ‘and (b) immediately commence and thereafter diligently prosecute to
completion cure of ail defaults by Tenant which are capable of being cured.

12.4.2 Any suesequent transfer of the leaschold estate created by this Lease shall
constitute an assignment and shall be subject to the provisions of Section 13.1.

12.5 Landlord’s Request for Notice of Default On recording any approved
Mortgage, Tenant, at its expense, shall-cause to be recorded in the office of the Skagit County
Auditor a written request executed and acknowledged by Landlord for a copy of all notices of
default and notices of sale under such Mortgage as provided by Washington State statutes then in
effect. Inclusion in the body of the recorded Mortgage itself of a request having such effect shall
constitute compliance with this prov1sron e

12.6 Subordination of Landlord’s Interest Any security interest of Landlord,
arising under or by virtue of this Lease ot by operation of law, in or to the Personal Property,
except for those rights created by Chapter 60.72 RCW now or as amended, shall be junior and
inferior to the lien of any Permitted Mortgagee or of any secured lender under the Washington
Commercial Code or successor statute then in effect provided that such Mortgagee’s or secured
creditor’s rights of removal of such Personal Property shall be subject to the same duty regarding
injuries to the Property and its appearance as Tenant is heretinder.: -

12,7 Payment by Landlord  If Tenant fails to hake any payments due under any
Mortgage, and if Landlord pays any such amounts, together with-all penalties and interest that
may have been added thereto by reason of such default, any amounts so paid by Landlord shall
be immediately due and payable by Tenant as Rent hereunder, together with interest thereon at
the Default Rate from the date of payment by Landlord to the date such’ suin is paid by Tenant to
Landlord. Any such payment by Landlord shall not be deemed to be a wavrer of any rights of
Landlord under this Lease, under the Loan Documents or otherwise. .

12.8 Limit on Approved Mortgagee’s Liability. Any Permitted Mortgagee shall

not be liable to perform Tenant’s obligations under this Lease until the Mortgagee acquires
Tenant’s rights by Foreclosure or by transfer in lieu of foreclosure. After acquiring Tenant’s
rights by Foreclosure or transfer in lieu of foreclosure, the Mortgagee, and such Mortgagee s
successors and assigns, shall, subject to the provisions of this Article XII, be liable to perfonn :
Tenant’s obhgatlons under this Lease only until the Mortgagee, or such successors or aSSIgns "

transfers or assigns the leasehold estate as permitted in this Lease. The Permitted Mortgagée, or .~
such successor or assigns, shall be required to immediately to cure Tenant’s defaults under_:_thrs____..____ |
Lease occurring before acquisition of Tenant’s rights by Foreclosure or transfer in lieu of o
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'fore_closure or by assignment or transfer afier either as contemplated in this Section, Except as
" expressly otherwise provided elsewhere herein, no Mortgagee shall acquire greater rights or
._interest than Tenant has under this Lease.

7129 Bankruptcy  If Tenant, as debtor in possession, or a trustee in bankruptcy for
Tenant Tejects this Lease in connection with any proceeding involving Tenant under the United
States- Bankruptcy .Code or any similar state or federal statute for the relief of debtors (a
“Bankruptcy Proceeding™), then Landlord agrees for the benefit of each and every Permitted
Mortgagee .that such rejection shall be deemed Tenant’s assignment of this Lease and the
leasehold estate to-Tenarit’s Permitted Mortgagee(s) in the nature of an assignment in lieu of
foreclosure. Upon-such deemed assignment, this Lease shall not terminate and each Permitted
Mortgagee shall become a Tenant hereunder as if the Bankruptcy Proceeding had not occurred,
unless such Permitted Mortgagee(s) shall reject such deemed assignment by notice to Landlord
within thirty (30) days after receiving notice of Tenant’s rejection of this Lease in Bankruptcy
Proceedings. If any court of competent jurisdiction shall determine that this Lease shall have
been terminated notw1thstand1n_g the'deemed assignment provided for in place of rejection of this
Lease, then Tenant’s Permitted Mortgagees shall continue to be entitled to a New Lease as and to
the extent provided in this Article XII

12.10 No Subordmatwn The fee estate in the Premises and Landlord’s interest under
this Lease shall not be subordinate to any leasehold Mortgage.

12.11 Modifications Reguested by Approved Mortgagee From time to time during
the Term, Landlord shall consider, in its reasonable discretion, proposed modifications to this
Lease reasonably requested by Permitted Mortgagée(s) provided, such changes shall not:
(a) materially decrease Landlord’s rights or Tenant’s obhgatlons under this Lease; (b) materially
increase any of Landlord’s obligations hereunder: (c) affect the Rent to be paid hereunder; or (d)
affect the use restrictions set forth in this Lease in any way

12.12 Subordinations of 1.easehold to Future Encumbrance At Landlord’s option,
this Lease shall be subordinate to any deed of trust or othetr’ ‘security instrument hereafter placed
on Landlord’s fee interest in the Premises by Landlord and to al] advances made hereunder and
to all renewals, modifications, consolidations, replacements and cxtensions thereof; provided that
the secured lender hereunder concurrently provides to Tenant a Subordination, Non-Disturbance
and Attornment Agreement which, among other things, provides that in-the event of a
Foreclosure: (a) Tenant will attorn to the secured lender or its successor owrier of the Premises;
and (b) the secured lender and any successor owner of the Premises through such lender will not
disturb Tenant’s quiet enjoyment under this Lease as long as Tenant is not.in default hereunder,
unless this Lease is otherwise terminated pursuant to its terms. If any trust deed beneficiary or
trustee shall elect to have this Lease prior to the lien of its trust deed, it shall give writter notice
thereof to Tenant, and this Lease shall be deemed prior to such trust deed, whether this Lease is
dated prior or subsequent to the date of said deed of trust or the date of recording theréof. Tenant
shall execute all documents required to effectuate an attornment, a subordination, or‘to-make this.
Lease prior or subordinate-to-the lien of any such trust deed, as the case may be; provided any

such documentation is in commercially reasonable form. Tenant’s failure to execute such- . .

documents within twenty-one (21) days after written demand shall constitute a default by Tehent“""'
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__:--'héreilnder, and a Mortgagee shall be permitted to cure such default in accordance with this
- Ledse.

ARTICLE XIiI.
Assignment; Subletting

-13.1 N_{) Assigpnment. Except as contemplated by Sections 12.1 and 13.2, Tenant
shall not sell, assign, sublease, encumber, pledge, or transfer, whether voluntarily, mvoluntarily,
or by operation. of law, its leasehold interest in the Property, or any portion thereof, without
Landlord’s consent, which shall not be unreasonably withheld; provided, however, that Landlord
may withhold its cotisent to any such proposed transfer in its sole discretion if Landlord’s
disapproval is based upon the identity of the proposed transferec or a proposed use for the
Cancer Care Center or the' Improvements which is incompatible with the Statement and/or
Landlord’s goals. Notwithstanding the foregoing, this Lease may be assigned by Tenant to an
Affiliate without Landlord’s consent; provided that at least ten (10) days prior the effective date
of such assignment: (a) :Tenant and such Affiliate deliver to Landlord a fully executed
assignment and assumption-agreement on Landiord’s standard form; and (b) Tenant delivers to
Landlord a fully executed guaranty of such Affiliate’s obligations under this Lease on Landlord’s
standard form. No sale, assignment, encumbtance, pledge or transfer by Tenant, of its leasehold
interest in the Property, or any portion thereof, whether made with or without Landlord’s
consent, shall release Tenant of any of its obligations under this Lease. As used herein, the terms
“sale,” “assignment,” and “transfer” shall include, without limitation, the occurrence of any of
the following: (a)the sale, assignment, transfer or disposition of all or substantially all of
Tenant’s assets; (b) the sale, assignment, transfer or disposition of fifty percent (50%) or more of
the stock, partnership, membership or other interests (whether equity or otherwise) in Tenant
(which shail include the conveyance, sale, assignment, -transfer or disposition of all or
substantially all of the assets, stock or partnership, membership or other interests (whether equity
or otherwise) in any Person Controlling Tenant); and (c) the merger, reorganization, share
cxchange, recapitalization, restructuring or consolidation. 'of Tenant (which shall include the
merger, reorganization, share exchange, recapitalization,. restructuring or consolidation of any
Person Controlling Tenant). e

13.2 Subleases. Without Landlord’s prior written c_oh_s_ent, Te_nant may sublease
space in the Improvements to a Subtenant if all of the following requirenients are satisfied with
respect to the sublease: Ft i

13.2.1 The Subtenant is Landlord, a Qualified Entity or a Qualified Person, and if
Subtenant is a Qualified Person or Qualified Entity, Subtenant shall maintain such status during
the duration of the sublease. T

13.2.2 The sublease will terminate on or before the expiration of the Term N
13.2.3 The sublease is in a form then approved for use by Landlord, - _
13.2.4 The sublease will provide that the Subtenant’s loss of Hospital staff--stﬁ_tﬁsﬁ_- -

shall be an event of defauit hereunder. mmmmmmmmww
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'_ . 13.2.5 So long as the use restrictions set forth in Sections 7.1 and 7.2 above, and
-~ Bxhibit F hereto, are still in effect, the sublease provides that the Subtenant must use the
“subleased ‘space in conformance with the Statement referred to in Section 7.1, and those other
"Sections feferred to herein.

C t Tenant may sublet space in the Improvements to any other Person with
La.ndlo_rdf_s advance. written consent to such sublease, which may be withheld in Landiord’s sole
and absolute discretion.

13.3" Landlord’s Non-Disturbance In the event of termination of this Lease,
Landlord shall honor each sublease meeting the requirements of Section 13.2 as if such sublease
were a direct lease bét_Ween'Landlord and such Subtenant; provided, however, that Landlord
shall not be liable for any breach of any obligation owed by Tenant, as sublandlord to any such
Subtenant under any such-Sublcasg_:, nor shall Landlord be liable to any such Subtenant for;
(a) any previous default by Tenant; as sublandlord under the sublease; or (b) for the return to any
such Subtenant of (i) any sums owed to or on deposit with Tenant, including, without limitation,
security deposits, and rent paid more-than one (1) month in advance; or (i1} any allowances made
available by Tenant to Subtenants, including, without limitation, leasehold improvement
allowances, unless such sums on deposit or the cash value of such allowances are actually
transferred by Tenant to Landlord. ~ ™ .« -~

13.4  Assignment by Landlord ~ Landlord may, without Tenant’s consent, sell or
assign all or part of its interest in the Premises, including its interest in this Lease, and Tenant
shall attorn to any purchaser or assignee of, Landlord’s interest, provided such purchaser or
assignee shall be bound by this Lease and shall enter into a Non-Disturbance and Attornment
Agreement with Tenant. As used in this Lease, “Landlord” shall mean only the fee owner(s) of
the Premises at the time in question, and in the event of any transfer(s) of title to the Premises,
the transferor shall be automatically freed and relieved, from.and after the date of such transfer
and conveyance, of all covenants and obligations of Landlord under this Lease thereafter to be
performed. The covenants and obligations of Landlord contained in this Lease shall be binding
on Landlord, its successors and assigns, only during and in respect-to their respective successive
periods of ownership. Landlord covenants that it will give Tenant and any Permitted Mortgagee
thirty (30) days’ advance written notice of any such sale or assignment. If Landlord proposes to
assign any interest in this Lease, such assignment shall include and be conditioned on the
assignment of any related agreements between the Parties and nothing herein shall be construed
to release Landlord from any liability or obligation arising under suchrelated agreements before
the effective date of such assignment. T T

ARTICLE X1V,
Insurance

14.1  Fire and Extended Coverage Insnrance Throughout the Term, Tenant shall ™
purchase and maintain, for the mutual benefit of Landlord and Tenant, property" damage
insurance on all Improvements located on or appurtenant to the Premises against loss of damage -
by fire and such other risks as are now or hereafter included in a special form endorsement in
common use for similar commercial structures. Such special form shall include rental ™
interruption coverage, sprinkler leakage, and earthquake sprinkler leakage. The amount of the
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_-~insurance shall be sufficient to prevent either Landlord or Tenant from becoming a coinsurer
- under the provisions of the policies, but in no event shall the amount be less than one hundred
-_'_iperéeﬂt_ (100%) of the then actual replacement cost, with “ordinance coverage” and without

“deduction for depreciation. Landlord may, not more often then once every twenty-four (24)
months, require Tenant to obtain a Construction Cost estimate from a Party reasonably
acceptable to Landlord setting forth the then current actual replacement cost of all
Improvements, and. the resulting determination shall be conclusive between the Partics for the
purpose of this Section. Tenant may include a standard mortgagee clause (modified, if necessary,
to conform to the requirements of this Lease) designating any Mortgagee as a loss payee under
such policy to the extent of that Mortgagee’s interest. Tenant may deliver an original certificate
of any such insurance to any such Morigagee. Any deductibles applicable to such special form
property insurance shall be Tenant’s sole responsibility.

14.1.1 Cooperation In the event of loss or damage, Landlord shall cooperate
fully with Tenant in securlng the optlmal recovery from the insurer(s).

14.1.2 Procceds For Major Construction. If any property insurance proceeds
exceed the threshold which separates Minor from Major Construction, all the procceds shall be
held in trust by the Permitted Mortgagee holding the first priority Mortgage on Tenant’s interest
in this Lease and the Improvements; or if there is no such Permitted Mortgagee, by a neutral
escrow depository selected by the Parties (referred to in this Section as “Trustee”), for the uses
and purposes prescribed by this Lease and distributed or applied as hereinafter provided in this
Section 14.1.2. The Trustee’s powers and: duties are as follows:

(a) Subject to the terms of Amcle IX applicable to Major
Construction, the Trustee shall first use the proceeds from the property insurance policy for the
repair, restoration, alteration or reconstruction of the hnprovements (referred to in this Section as
the “Work™) as provided by this Lease; e

(b) To fund the Work, Trusteeﬁzg__shall ma:l{é payments against vouchers
approved by Trustee or by a licensed architect or engineer engaged by Trustee;

(©)  After completion of the Work and ‘after payment and discharge of
all cost of the Work, Trustee shall deliver any remaining proceeds to the Mortgagee(s) to be
applied in reduction of the indebtedness secured by such Mortgagee(s) mn order of their priority
or, if none, to Tenant;

(d) Within twenty (20) days after Trustee’ s"'r'iOtic.:e tb 'Ténant of any
amount by which the insurance proceeds are insufficient to pay the actial” cost of the Work,
Tenant shall deposit the amount of the deficiency with Trustee; and o :

(e) Tenant shall pay all actual costs and charges of Trustee (and any
license architect or engineer engaged by Trustee as set forth above). :

14.2  Proceeds For Minor Construction If any property insurance proceed's do '.-né_t.".
exceed the threshold which separates Minor from Major Construction, all the proceeds ShaLl be_'___:____-
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P a&juéte_d by and paid to Tenant, in trust, and shall be applied by Tenant for the repair, restoration
Qr -fé_construction of any Improvements damaged or destroyed by the casualty.

'.-14.3  Public Liability Insurance Throughout the Term, Tenant shall purchase and
maintain, for the mutual benefit of Landlord and Tenant, commercial general or comprehensive
general -public’ liability insurance against claims and liability for personal injury, death or
property_damage arising from the use, occupancy, misuse or condition of the Property or
adjoining. areas or .ways, providing protection of at least Five Million Dollars ($5,000,000)
combined single limit éach occurrence for bodily injury or death and property damage resulting
from any one accident or-occurrence, or such greater amount as may, in Landlord’s reasonable
judgment, reflects then prevailing industry standards for comparable properties (provided,
however, that Landlord shall not be entitled to requirc Tenant to increase the amount of such
insurance more frequently than every twenty-four [24] months).

144  Builder’s Risk Insurance Before commencement of any demolition or
construction constituting Major Censtruction, Tenant shall procure and maintain in force and
effect until completion of the work, “all risks” builder’s risk insurance including vandalism and
malicious mischief, covering the Improvements in place and all material and equipment at the
job site furnished under contract for such: Major Construction, but excluding contractor’s,
subcontractor’s and construction -manager’s tools and equipment and property owned by
confractor’s or subcontractor’s employecs, with such limits as may reasonably be required by
Landlord (but in any event not less thaﬁ.:the-’i?_alue of the completed Improvements subject to such
Major Construction, including increased costs resulting from change orders or other increased
costs of construction). s -

145 Earthquake Insurance So long as such insurance is available at commercially
reasonable rates, Tenant shall purchase and maintain, for the mutual benefit of Tandlord and
Tenant and any Mortgagee, a policy of insurance ‘against-10ss or damage by earthquake. The
deductible on such insurance shall not exceed ﬁﬁeeh__;percent_ (15%) of the then-current
replacement cost of the Improvements. Landlord shall be'named as an additional insured on such
policy of insurance. Any insurance proceeds shall be appliff_:d--i_n:- the manner set forth in this
Lease. The insurance shall be carried and maintained to the exterit of the-full replacement cost of
the Improvements, as determined in accordance with Section 14.1. Such insurance policy shall
be stated to be primary and noncontributing with any insurance that may be catried by Landlord.
Any dispute as to whether earthquake insurance is available at commercially reasonable rates
shall be submitted to arbitration pursuant to Article XVII. | o

14.6  Other Insurance; Additional Coverage At any time during the-Term, Tenant
may procure and maintain any insurance not required by this Lease, but all such insurance shall
be subject to all provisions hereof pertaining to insurance and shall be for the mutual benéfit of
Landlord and Tenant. At the request of Landlord or Mortgagee, Tenant shall obtain such
additional insurance coverage or policies as may be reasonably necessary to provide"co'Véragc for
the Property consistent with coverage generally recommended for similar property in the
geographic area in which the Property is located. All such additional insurance policies shall . .
conform to the requirements of this Lease. S
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. 14.7  Policy Form, Content, Insurer All insurance policies therefor required by
- express provisions hereof shall be carried only in insurance companies licensed to do business in
~the State, 'with an A.M. Best rating of at least A-VIL, and otherwise reasonably acceptable to
“Landlord and any Mortgagee. All such policies shall name Landlord as an additional insured.
Each ‘such_policy shall be nonassessable and shall contain language to the effect that: (a) any
loss shall be payable notwithstanding any act or negligence of Landlord that might otherwise
result in. the forfeiture of the insurance; (b) the insurer waives the right of subrogation agamst
Landlord -and” against Landlord’s agents and representatives; (c) the policy is primary and
noncontributing with any insurance that may be carried by Landlord; and (d) the policy cannot
be canceled or mat-ériqlly_“ changed except after thirty (30) days’ notice by the insurer to Landlord

and Mortgagee(s). .~

14.7.1 Delivery of Policies. Before the Commencement Date, Tenant shall
furnish Landlord with copies of all policies of insurance required hereunder, or with certificates
evidencing such insurance, together with proof of payment of the premium. Any such policies or
certificates shall comply with the requirements of this Section 14.7. At least ten (10) days prior
to the expiration of each policy required-hereunder, Tenant shall deliver to Landlord copies of or
certificates for the renewal of s__uch_--pblic_y,_ together with proof of payment of the premium for
such renewal policy. e

14.7.2 Blanket Insurance. - " If it'is acceptable to Landlord and all current
Mortgagees, Tenant may provide any.insurance required by this Lease by blanket insurance
coverage; provided that Landlord is named as an additional insured and the coverage afforded
Landlord will not be reduced or diminished by.reason of such blanket insurance coverage.

14.8  Failure to Maintain Insurance - IfTenant fails to procure or maintain any
insurance required hereunder, Landlord shall have the right, at Landlord’s election and without
any notice to Tenant, to procure and maintain such insurance on Tenant’s account. Landlord
shall give Tenant prompt writien notice of the payment of premiums, stating the amounts paid
and the names of the insurer or insurers. Any sums:paid by Landlord hereunder shall be
immediately due and payable as Rent, together with interest 'thére'_on at the Default Rate from the
date of payment by Landlord to the date such sums are reimbursed by Tenant to Landlord.

ARTICLE XYV.
Condemnation

15.1 Notice  The Party receiving a notice of one or more of the following notices
shall promptly notify the other Party of the receipt, content and date of such notice: (a) notice of
Intended Taking; (b) service of any legal process relating to Condemnation of the Premises or
Improvements; (c) notice in connection with any proceedings or negotiationis with. respect to
such Condemnation; and (d) notice of intent or willingness to make or negotiate a private
purchase, sale or transfer in lieu of Condemnation. o

15.2 Representation. Landlord, Tenant and Mortgagee shall each have the nght tci_:“:-__E ) )
represent its respective interest in each condemnation proceeding or negotiation and to make ful] g
proof of claims. No agreement, settlement, sale or transfer to or with the condemning authority .~ *

shall be made without the consent of Landlord, Tenant ard Martaaaee Tandlord Tenant and '
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-Morigagee shall each execute and deliver to the other any instruments that may be required to
. ‘effect or facilitate the provisions of this Lease relating to condemnation.

' 153 Total or Substantial Taking

B 1531 Termination on Total Taking. On a Total Taking, this Lease shall
terminate on the date of Taking.

o 1532 “Termination on Substantial Taking. On a Substantial Taking, this Lease
shall terminate on the date of Taking.

15.3.3 Determination of Substantial Taking. If a Taking is not a Total Taking,
Tenant shall elect to treat such-Taking as a Substantial Taking or a Partial Taking by notice to
Landiord within sixty (60) ddys after Tenant receives the applicable Notice of Intended Taking.
If Tenant elects to treat the Taking as a Partial Taking, or fails to deliver any notice, the Taking
shall be deemed a Partial Taking. If Tenant elects to treat the Taking as a Substantial Taking,
Landlord may dispute Tenant’s election by delivery of notice to Tenant to such effect within ten
(10) days following receipt of Tenant’s notice, and in such event the dispute shall be promptly
submitted to arbitration in accordanice with Article XVIL. If Tenant elects to treat such Taking as
a Substantial Taking, and Landlord does not dispute Tenant’s election, the Taking shall be
deemed a Substantial Taking.

15.3.4 Early Possession. In the event of a Total Taking or a Substantial Taking,
Tenant may continue to occupy the Property until the condemning authority takes physical
possession. Notwithstanding the foregoing, in the event of a Substantial Taking, Tenant may
clect to deliver possession of the Property to Landlord prior to the date the condemning authority
takes physical possession. The election shall be ‘made by notice declaring the election and
agreeing to pay all Rent required under this Lease to the date of Taking. Tenant’s right to
apportionment of or compensation from the Award shall then accrue as of the date of Taking.

15.3.5 Apportionment, Disiribution of Award for ‘Total or Substantial Taking.
On a Total or Substantial Taking, all sums, including damiges and “interest, awarded for the
Taking shall be deposited promptly with the Mortgagee holding the first priority Mortgage on the
Property, in trust, and shall be distributed and disbursed in the foltowing order of priority:

(a) First, to the taxing authorities all real and_=peféonal-ﬁroperty taxes
constituting a lien on the Property; PR

(b) Second, to Landlord a sum equal to the valﬁé--_df _the-Premises,
valued as unimproved land exclusive of improvements and unburdened by all leases and
subleases; T

(c) Third, to such first-priority Mortgagee the balance due to:._:_sué}i_--- .
first-priority Mortgagee under its Mortgage in an amount not to exceed the Appraised Stabilized. :
Value of the Property; CT T

(d)  Fourth, to Landlords’ lender the balance due under any note and
morigage encumbering the fee interest in the Premises not having priority over this Lease;
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o (e) Fifth, to Landlord any expenses or disbursements reasonably paid
- or -i:i_j._curred by or on behalf of Landlord for or in connection with the condemnation proceedings;

Frte () Sixth, to Landlord the value of the reversionary interest in the
Improvements; and
| . (80  Scventh, to Tenant the balance of the Award.
154 ' Partial Taking
1541Effect on Lease. Subject to Section 15.4.3 below, on a Partial Taking, this

Lease shall remairi'.-in_“ full “force and effect covering the remainder of the Premises and
Improvements. ~ -

15.4.2 Restoration-of Improvements - Partial Taking. Except as provided in
Section 15.4.3 below, promptly after a Partial Taking, Tenant, at its sole expense, shall repair,
alter, modify or reconstruct the Improvements in accordance with the terms of this Lease, so as
to make the Improvements reasonably suitable for Tenant’s continued occupancy for the uses
and purposes for which the Prerﬁiseé_arc-lefaésd; provided, that if the reasonably estimated cost of
the work represents more than fifty '_per.(::_eﬁt__(SO%) of the fair market value of the Improvements
before the Taking, Tenant may elect to treat the Taking as a Substantial Taking. Tenant shall be
entitled to any proceeds received for any Partial Taking. If Tenant does not repair, alter, modify
or reconstruct the Improvements in accordance with the terms of this Lease, the cost thereof shall
be deducted from Tenant’s share of the Award and paid to the Mortgagees or Landlord as may
be appropriate. o -,

15.4.3 Restoration During Final ‘Years of Term. Notwithstanding any other
provision of this Lease, Tenant shall not be obligated fo tepair; alter, modify or reconstruct the
Improvements if a Partial Taking occurs during the final five (5) years of the Term or the last
two (2) yeats of any extended term, provided that all of the following conditions are met:

()  Within thirty (30) days after Tenant receives the Notice of
Intended Taking, Tenant gives Landlord notice of election to claim the relief described in this
Section; L '

(b) The work of repair, alteration, modiﬁcaﬁon_ _of ‘reconstruction
would constitute Major Construction;

(c) Tenant is not in default under any provision--;"oi-‘- _édnditio'n. of this
Lease; T e

(d)  Tenant continues to make all payments when due as réquired- by
this Lease, provided that Landlord may, by notice given at any time after Tenant’s notice of such .
clection, elect to terminate this Lease at a date stated in Landlord’s notice and to forgive all Rent.
for the period after that date; T
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e (e} Tenant pays in full, or has paid in full, any outstanding
- 1ndebtcdness incurred by Tenant and secured by a Mortgage on Tenant’s leaschold interest in the
g _i_Pre_mis__es and/or Landlord’s fee interest in the Premises, as the case may be;

(e (f) Tenant delivers possession of the Property to Landlord, quitclaims
all nght tltle and interest to the Property and ceases to do business on the Property;

-+ (g). Tenant causes to be discharged all liens and encumbrances
resulting from any act'or omission of Tenant; and

(h)" - Tenant effectively relinquishes in writing its option(s) to extend or
renew this Lease,

If the COI‘ldIthIlS described in this Section 15.4.3 are fully met, the Award
shali be apportioned as for a Substantlal Taking, applying the requirements of this Section
15.4.3 relating to Tenant’s share of the Award; provided, that Tenant’s right, title and interest in
the Property shall continue untll the Taklng is completed by deed, contract or final order of
condemnation, ._

If all the foregoi_ngiqoﬁ_cﬁﬁltibns for relief are not satisfied, the cost of such
repair, alteration, modification or recohs__truc'tion shall be deducted from Tenant’s share of the
Award and paid to the Mortgagee(s) or La’ndlord as may be appropriate.

15.4.4 Apportionment, Dlstrlbutlon of Award for Partial Taking. Except as
otherwise provided in this Section 15.4, on a Partial Taking all sums, including damages and
interest, awarded for the Taking shall be deposited promptly with the Mortgagee holding the first
priority Mortgage on the Improvements or a neutral eSCrow’ dep051tory, in trust, and shall be
distributed and disbursed in the following order of pnonty :

(a) First, to the cost of restormg thc Improvements plus any amount
assessed, awarded, paid or incurred to remove or relocate Subtenants, plus any amount
specifically awarded and so designated in the Award for detnment to the busmess of Tenant or
Subtenants;

(b) Fourth, to Landlord a sum equal to the Value of that portion of the
Premises taken, valued as unimproved land exclusive of improvements- and unburdened by all
leases and subleases (including this Lease); G o

(©) Third, to Mortgagee(s) in the order of their pnonty 4 sum equal to
any decrease in its security resulting from the Taking to the extent the Takmg results “in- a
decrease in Appraised Stabilized Value of the Property below the Mortgagee(s)’ outstandmg loan_ __
principal, A

(d) Fourth, to Landlord, Tenant and Mortgagee(s), prorata, for any-'__' |
cxpenses or disbursements reasonably and necessarily incurred or paid by or on behalf of
Landlord, Tenant and Mortgagee(s) in connection with the condemnation proceedings;
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P (e} Fifth, to Tenant the sum of: (i)the value contributed to the
e Premlses at the date as of which the Award is determined by taken Improvements owned by

~“Tenant; (ii) the fair market value of the leasehold interest taken at the date as of which the Award

“is determmed computed by determining the excess of the present worth of the fair rental value
of the¢ entire Prermses over the present worth of the contract rent for the entire Premises, then
determiriing the amount standing in the same proportion to that excess, if any, that the area of the
Premises taken bears to the total Premises; and (iii) any severance damage computed as the
differenice between the market value of the remaining leasehold and Improvements as they were,
proportlonally, before the Takmg and as they will be after the Taking; and

(f) ‘Sixth, to Landlord any remainder.

15.5 Temgorafx Tﬁkmg In the event of any Taking of the temporary use of all or
any part or parts of the Premises or Improvements or both for a period of less than one hundred
eighty (180) days and such penod «does not extend beyond the expiration date of the Term,
neither the Term nor the: Rent shall be reduced or affected in any way, and Tenant shall be
entitled to any Award for the use or estate taken, except that portion which Tenant shall pay to
Landlord for any expenses or dlsbursements ‘reasonably and necessarily incurred or paid by or on
behalf of Landlord for or in conniection with the proceedings. If, as a result of the Taking for
temporary use, Tenant is requlred to make expenditures for changes, repairs, alterations,
meodifications or reconstruction of the Improvements to make them economically viable and
practical as a whole, Tenant shall receive, hold and disburse the Award in trust for such work. At
the completion of the work and the dlscharge of the Premises and Improvements from all liens
and claims, Tenant shall be entitled to any surplus and shall be liable for any deficit. If any such
Taking is for a period of more than one hundred e1ghty (180) days or extends beyond the
expiration date of the Term, the Taking shall be treated under the foregoing provisions for Total,
Substantial and Partial Takings.

15.6 Dispute as to Type of Takings Any dlspute as to whether a Taking is Total,
Substantial, Partial or Temporary, and the effects on the Term, Rent and apportionment -of the
Award, shall in the event of dispute be submitted to arbitration pursuant to Article XVIIL

15.7 Waiver The rights of Landlord and Tenant regardmg any Takmg shall be as set
forth in this Article, and each Party hereby waives the provisions of the Washington Code of
Civil Procedure and the provisions of any successor or similar law hereinafter enacted, allowing
either Party to petition any court to terminate this Lease and/or otherw1se allocate condemnatmn
awards between Landlord and Tenant in the event of any Taking. o

ARTICLE XVI.
Default; Remedies

16.1 Tenant’s Default  Each of the events described in the followmg sub~ scctlons
of this Section 16.1 shall be a default by Tenant and a breach of this Lease. D :

16.1.1 Failure to Perform Covenants. Tenant’s abandonment or surrender 6f 'itﬁe"_ o

Premises or the Improvements, or failure to pay when due Rent or any other sum required by thls_'________. e

Lease to be paid by Tenant, or to perform any other covenant or condition of this Lease.
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16.1.2 Attachment; Foreclosure Not Event of Default. The subjeetlon of any
nght or interest of Tenant to attachment, execution or other levy, or to seizure under legal
3 _:_process lf not fully released within thirty (30) days.

16.1.3 Appointment of Receiver. The appomtment of a receiver to take
possessmn of the Premises, the Improvements, Tenant’s interest in this Lease or Tenant’s
operations on the Property for any reason, including assignment for benefit of creditors or
voluntaty.or lnvoluntary bankruptcy proceedings.

16 1 4 Insolvency, Bankruptcy. A general assignment by Tenant for the benefit
of its creditors, or the ﬁhng of a voluntary or involuntary petition by or against Tenant under any
insolvency or bankruptcy law, or any filing or petition for the purpose of extending the time for
payment, adjustment or’ satlsfactlon of Tenant’s liabilities, or for reorganization, dissolution or
arrangement on account of or to- prevent bankruptcy or insolvency, unless the assignment or
proceeding and all consequent orders, adjudications, custodies and supervisions are dismissed,
vacated or otherwise permanently stayed or terminated within thirty (30) days after the
assignment, filing or other initial event

16.1.5 Default under Mortgage Any default under any Loan Document,
including any note or loan agreement secured by a Mortgage or any Mortgage.

16.2 Notice as Precondition to Landlord’s Remedies  As a condition to pursuing
any remedy for an alleged default by Tenant Landlord shall, before pursuing any remedy, give
written notice of default to Tenant and to any Permitted Mortgagee whose name and address
were previously given to Landlord by Tenant or such Mortgagee stating that the notice was for
the purpose of notice under this provision. : .-

16.2.1 Mortgagee’s Right to Cure. "‘-Each-Mo-rt_'_gagee under a permitted Mortgage
shall have the notice and cure rights set forth in Section 12.3 aboye. Landlord shall not interfere
with any Mortgagee’s entry upon the Property pursuant: to any right given under law or granted
in the Mortgage for the purpose of attempting to cure any defauit of Tenant in accordance with
the cure rights granted Mortgagee hereunder. : -

16.2.2 Tenant’s Right to Cure. If the default is for nonpayment of Base Annual
Rent or any component of Additional Rent, Tenant shall have ten (10) business days after receipt
of Landlord’s written notice to cure the default. For the cure of any other default Tenant shall
have thirty (30) days after receipt of Landlord’s written notice to commernce cunng the default
and a reasonable time thereafter to complete curing of such default so long as, Tenant diligently
prosecutes such cure to completion, up to a limit of one hundred eighty (180)days, - S

16.3 Landlord’s Right to Cure Tenant’s Default  After expiration of the .-
applicable time for curing any default, or before the expiration of the cure period in the event of
emergency, Landlord, at its option, may elect to cure any Tenant default under this Lease or.
under any Loan Document, and any amount so paid and the reasonable cost of any such eure,

plus interest on such sums at the Default Rate from the date of payment of expendlture by_ o
Landlord, shall be deemed to be Additional Rent immediately payable by Tenant to Landlord .-~ <

upon demand. No such payment or performance by Landlord shall constitute a wavier of default
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~"or of any remedy for default or render Landlord liable for any loss or damage resulting from any
" such payment or performance. Landlord, or Landlord’s authorized representative, may enter the

“Property-for such purpose and take all such action as may be necessary therefor and such entry
shall not constitute or be deemed to be an eviction of Tenant.

164 Non-Disturbance of Subtenants Any Subtenant permitted under this Lease
satisfying the-requirements of Section 13.2 shall not be disturbed in its possession or use by
Landlord-if th‘é Slibte’nant performs all its obligations under its sublease and attorns to Landlord.

165 Landlord’s Remedies If any default by Tenant shall continue uncured after
notice of default and beyond the cure period permitted by this Lease, Landlord shall have the
following remedies, in addition to all other rights and remedies provided by law or equity,
including those referenced in. Sectlon 7.4, to which Landlord may resort cumulatively or in the
alternative. I

16.5.1 Temli'nation-.': Landlord may at its election terminate this Lease by giving
Tenant and any Permitted: Mortgag'ee notice of termination. On the giving of the notice, ail
Tenant’s rights in the Premises and. Improvements shall terminate. Promptly after the receipt of
notice of termination, Tenant shall. suitender and vacate the Premises and Improvements in
broom-clean condition and Landlord may re-enter and take possessmn of the Premises and
Improvements and, in Landlord’s sole discretion, eject all parties in possession or eject some and
not others or eject none; provided, however, that no Subtenant shall be disturbed as provided in
Section 16.4. Termination under this Section shall not relieve Tenant from the payment of any
sum then due to Landlord or from any claim for damages previously accrued or then accruing
against Tenant. If Landlord terminates this Lease Landlord shall be entitled to recover from
Tenant: e »

(a) The worth at the timé-of Awani of the unpaid Rent which had been
earned at the time of termination; . :

(b) The worth at the time of Aizvétrd of the amount by which the unpaid
Rent which would have been earned after termination until the time “of Award exceeds the
amount of such loss that Tenant proves could have been reasonably avmded

(c) The worth at the time of Award of the a:mount by which the unpaid
Rent for the balance of the Term afier the time of Award exceeds the amount of such loss that
Tenant proves could have been reasonably avoided; and e 4

(d) Any other amount necessary to compensaﬁte'__fﬂand-lo_rd for all
detriment proximately caused by Tenant’s failure to perform its obligations under this-Lease or
which in the ordinary course of things would be likely to result therefrom, including the cost of
recovering possession of the Premises and Improvements, expenses of reletting, including
necessary repair, renovation and alteration of the Improvements, reasonable attorneys fees .
broker’s commissions, attorneys’ fees, and any other reasonable costs. (T

The “worth at the time of Award” of the amounts referred to in = .~

subsections (a) and (b) above shall be computed by allowing interest at ten percent (10%) per
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~"_annum from the dates such amounts accrued to Landlord. The worth at the time of Award of the
" amount referred to in subsection (c) above shall be computed by discounting such amount at one
Sy percentage point above the discount rate-of the Federal Reserve Bank of San Francisco at the
time of Award

16 5.2 Re-Entry without Termination. ILandlord may at its election exercise its
remedy which provides that Landlord may re-enter the Property and, without terminating this
Lease, at any'fimé and from time to time relet the Premises and Improvements or any part(s) of
them for the account and in the name of Tenant or otherwise. Landlord may, in its sole
discretion, eject all persons or gject some and not others or gject none; provided no Subtenant
shall be disturbed as provided in Section 16.4. Landlord shall apply all rents from reletting: (a)
first, to payment of 'zill-..reaSOnable expenses (including attorneys’ fees or broker’s commissions)
paid or incurred in connection with recovering the Premises and Improvements, placing them in
good condition, and preparing them for reletting; (b) second, to reasonable expenses of securing
new Subtenants; (c) third, to the fulfillment of Tenant’s covenants to the end of the Term; and (d)
fourth, to Landlord. Any;ré_l_etting":may be for the remainder of the Term or for a longer or a
shorter period, as Landlord may detérmiine. Landlord may execute any leases made under this
provision either in Landlord’s ndme or in Tenant’s name and shall be entitled to all rents from
the use, operation, or occupancy of the Premises and Improvements. Tenant shall nevertheless
pay to Landlord on the due dates specified in this Lease the equivalent of all sums required of
Tenant under this Lease, plus Landlord’s expenses, less the avails of any reletting or attornment.
No act by or on behalf of Landlord Un_de'ff_-this provision shall constitute a termination of this
Lease unless Landlord gives Tenant written notice of termination.

16.5.3 Tenant’s Personal Property. . Landlord may, at is election, use Tenant’s
Personal Property (but not the Personal Property of any Subtenant) without compensation and
without liability for use or damage, or store such Personal Propetty for the account and at the
cost of Tenant. The election of one remedy for any oné item shall not foreclose an election of
any other remedy for another item or for the same item at a later tlme

16.5.4 Waiver. Tenant waives any rlght of redemptlon or relief from forfeiture,
and under any present or future statutes or case decisions to the same effect, if Tenant is evicted
or Landlord takes possession of the Property by reason of any default by Tenant hereunder. -

16.5.5 Recovery of Rent. Landlord shall be entltled at its election to each
component of Rent or to any combination of components for any perlod after default and before
termination plus interest at the Default Rate from the due date of each component Landlorcl shall
use its best efforts to mitigate Tenant’s liability under this provision.

16.6 Landlord’s Default  Landlord shall not be considered to be in-default under
this Lease unless Tenant has given notice specifying the default and Landlord has failed for sixty
(60) days to cure the default, if it is curable within that time period, or to institute-and diligently
pursue reasonable corrective or ameliorative acts for defaults not so curable within such thirty
sixty (60) day period. Tenant may not terminate this Lease without the prior written' consent of )
all Mortgagees under permitted Mortgages then existing under this Lease. : e
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.16.7  Provisions Applicable to Both Parties

: : 16.7.1 Unavoidable Delays. Except as to the obligations imposed by this Lease
“for the payment of Rent, any interference or delay in the performance of any obligation caused
by stnkes lockouts, labor disputes, acts of public enemies of the United States of America or the
State, riots, insurrection, civil commotion, inability to obtain required materials or reasonable
substitutes therefor governmental restrictions, governmental controls, governmental regulations
or othet cause beyond Landlord’s or Tenant’s Control, as applicable (“Unavoidable Delay”) shall
excuse non- performance of such obligation for a period equal to the length of such Unavoidable
Delay. Any dispute as to whether any such cause is an Unavoidable Delay shall be resolved by
arbitration as prov1ded in Artlcle XII.

16.7.2 Wmver “No waiver of any default by either Party shall constitute a waiver
of any other breach or.default by such Party, whether of the same or any other covenant or
condition. No waiver, benefit, privilege, or service voluntarily given or performed by either Party
shall give the other any contractual right by custom, estoppels, or otherwise. No waiver of any
condition, covenant, requirement or the like set forth herein by either Party shall be deemed a
waiver thereafter of the same or any other pr0v1510n hereof.

- -AR__TICL_E XVIL
Arbitration of Disputes/Waiver of Jury Trial

17.1  Arbitration

17.1.1 Any controversy, dlspute or clalm of whatsoever nature arising out of, in
connection with, or in relation to the interpretation, pcrformance or breach of this Lease,
including any claim based on contract, tort or statute, shall be determined by final and bmdmg
arbitration conducted before a single arbitrator at a location determined by the arbitrator in
Mount Vernon, Washington and administered by JAMS/ENDISPUTE (“JAMS™), or if TAMS
shall not then exist, such other organization as to which Landlord and Tenant agree. If Landlord
and Tenant are unable to so agrec within fifteen (15)- days after. the dispute arises, the
organization shall be selected by the presiding judge of the Skaglt County Superior Court or his
or her designee upon application by any Party to the dispute. Judgment upon any award
rendered by the arbitrator may be entered by the Skagit County Supenor Court

17.1.2 The provisions of this section shall not apply to

{(a) Any unlawful detainer action instituted by Landlord as the result of
a default or alleged default by Tenant pursuant to this Lease. T :

(b) Any specific controversy, dispute, question or 1ssue 45 to Wthh
this Lease specifically provides another method of determining such controversy,- dlspute
question or issue and provides that a determination pursuant to such method is final and bmdlng,-- .
unless both Landlord and Tenant agree in writing to waive such procedure and to proceed mstead
pursuant to this Section. .

(¢)  Any request or application to Skagit County Superior for an ot der"'"""

or decree granting any provisional or ancillary remedy (such as a temporary restraining order or B
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" injunction) in aid of or with respect to any right or obligation of cither Party to this Lease, and
" any. preliminary determination of the underlying controversy, dispute, guestion or issue as
s required to determine whether or pot to grant the relief requested or applied for. A final and

bmdmg determination of such underlying controversy, dispute, question or issue shall be made
by an arbxtraﬁon conducted pursuant to this Section after an appropriate transfer or reference to

JAMS upon motion or application of either Party hereto. Amy ancillary or provisional relief

which is granted pursuant to this subparagraph (c) shall continue in effect pending an arbitration

determmatmn and entry of judgment thereon pursuant to this Section.

____(d)_ . Exeraise of any remedies to enforce any judgment entered based
upon a determination made by arbitration pursuant to this Section.

17.1.3 Any arﬁiiration pursuant to this Section shall be conducted in accordance
with the streamlined arbitration rules and procedures of JAMS (the “rules™), regardless of the
amount in dispute, except that ‘whether or not such rules so provide:

(a) - There shall be a pre-hearing conference prior to the arbitration
hearing to reach agreement on.. procedural matters, arrange for the exchange of imformation,
obtain stipulations and attempt to narrow. the issues to be arbitrated.

(b) There shall be no ‘mediation or settlement conferences unless all
parties agree thereto in writing. :

{c) Discovery ehell__be limited 1o that permmtted by the rules, and “good
cause” where a condition to discovery shall be strictly construed.

(d) All motions shall be in letter form and hearings thereon shall be by
conference telephone calls unless the arbitrator orders otherwise.

(e) Hearings shall require only: tﬁventy (:20) days prior written notice.

§))] All notices in connection w1th any arbltratlen may be served in any
manner permitted by Section 20.2 of this Lease. ; :

(g) Fees and costs paid or payable to-JAMS L_-shall be mncluded in
“expenses and costs” for purposes of Section 20.6. The arbitrator shall specifically have the
power to award to the prevailing party such Party’s reasonable expensés.incurred in such
proceeding, except as otherwise provided in Section 17.1.4 below. Reasonable expenses shall
include attomeys’ fees and fees and costs paid or payable to JAMS, SR -

(h)  The selection of the arbitrator shall be in accordance with thé then
existing rules of JAMS, provided that Landlord and Tenant may agree to extend the period-of
time by which an arbitrator must be selected by them. In the event that the Parties are unable to __
agree upon an arbitrator within fifteen (15) days after submission of a matter to arbltratmn, the
arbitrator shall be appointed by the administrator of the Seattle office of JAMS or its successor, o
if any, as provided in the rules. LA

T
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P _ (1) The arbitration award shall include findings of fact and
_concluswns of law and shall not be limited as to amount.

; 17.1.4 As soon as practicable after selection of the arbitrator, the arbitrator or his
or. het d 651gnated representative shall determine a reasonable estimate of anticipated fees and
costs of the arbitrator and shall deliver a statement to each Party setting forth that Party’s pro rata
share of such- fees and costs. Each Party shall deposit its pro rata share of such fees and costs
with the: arbltrator within ten (10) days after receipt of such statement. If either Party fails to
make a requxred deposit hereunder, the other Party may make such deposit on behalf of the
defaulting party and the amount of such deposit, pius interest thereon at the default rate, shall be
awarded against the’ defaultlng party by the arbitrator in making any final arbitration award
without regard to whether the defaulting party is the prevailing party in the arbitration pursuant
to this section. In addition, if Tenant fails to make a required deposit hereunder, Landlord may
make such deposit on behalf of Tenant and the amount of such deposit, plus interest thereon at
the default rate from date of deposrt to date of repayment, shall be additional rent pursuant to this
Lease payable by tenant: w1th1n ten (10) days after Tenant’s receipt of Landlord’s invoice
therefor.

17.1.5 The arbltrator shall have no authority or power to award any party any
exemplary or punitive damages. o

17.1.6 Any guaranty of Tenant’s obligations pursuant to this Lease, whether
provided at the execution of this Lease or thereafier, shall be subject to the provisions of this
Section, whether or not expressly so stated therein.

NOTICE: BY INITIALING IN THE SPACE BELOW, YOU ARE AGREEING TO HAVE
ANY DISPUTE ARISING OUT OF THE MATTERS INCLUDED IN THIS ARTICLE XVII,
DECIDED BY NEUTRAL ARBITRATION AS PROVIDED BY THE LAW OF THE STATE
OF WASHINGTON AND YOU ARE GIVING UP ANY RIGHTS YOU MIGHT POSSESS TO
HAVE THE DISPUTE LITIGATED IN A COURT OR JURY'TRIAL. BY INITIALING IN
THE SPACE BELOW, YOU ARE GIVING UP YOUR JUDICIAL RIGHTS TO DISCOVERY
AND APPEAL, UNLESS SUCH RIGHTS ARE SPECIFICALLY . INCLUDED IN THIS
SECTION. IF YOU REFUSE TO SUBMIT TO ARBITRATION AEFTER AGREEING TO
THIS PROVISION, YOU MAY BE COMPELLED TO -ARBITRATE UNDER THE
AUTHORITY OF THE LAW OF THE STATE OF WASHINGTON. YOUR- AGREEMENT
TO THIS ARBITRATION PROVISION IS VOLUNTARY. e

WE HAVE READ AND UNDERSTAND THE FOREGOING AND AGREE TO SUBMIT
DISPUTES ARISING OUT OF THE MATTERS INCLUDED IN THIS ARTICLE XVII TO
NEUTRAL ARBITRATION

Landilord: Tenant;

17.2  Trial Without Jury Landlord and Tenant each acknowledge that it has had the

advice of counsel of its choice with respect to its rights to trial by jury under the constitufions. of_. N
the United States and Washington State. Each Party expressly and knowingly waives and -~ -

releases all such rights to trial by jury in any action, proceeding, or counterclaim brought by
LANDLORD: Pi NG
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- either Party against the other on any matters arising out of or in any way connected with this
" Lease, Tenant’s use or occupancy of the Premises, and/or any claim for injury or damage.

Landiord: Tenant:

ARTICLE XVIIL
Estoppel Certificate

18.1 Centificate  Within thirty (30) days after receipt of written request therefor from
the other Party, Tenant or. Landlord, as the case may be, shall execute, acknowledge and deliver
to the requesting Party and/or its lender a statement (to the extent that such representations are
accurate): (a) certifying that this Lease is unmodified and in full force and effect (or, if modified,
stating the nature of such modification and certifying that this Lease, as so modified, is in full
force and effect); (b) stating the date to which Rent and other charges are paid in advance, if any;
and (c) acknowledging that there" are not, to the certifying Party’s knowledge, any uncured
defaults on the part of the other Par!;y hereunder, or specifying such defaults if any are claimed.
Any such statement may be conclusively relied on by any auditor, creditor or lender of either
Party, or by any prospective pitfchaser’or encumbrance of the Property.

18.2 Failure to Deliver . A Party S fa11ure to deliver such statement within such time
shall result in the conclusive presumption that: (a) this Lease is in full force and effect, without
modification except as may be represented. by the requesting Party; and (b) there are no uncured
defauits in the requesting Party’s performance.

ARTICLE XIX.
Indemnity o

19.1 Landlord’s Non-Liability Landlord shaIl not be liable for any loss, damage,
injury (including death), liability, cost, expense, claim, demand or cause of action of any kind or
character to any person or property arising from, related to or: caused by: (a) construction,
maintenance or use of the Premises or the Improvements mcludmg any such loss, damage,
injury, liability, cost, expense, claim, demand or cause of action arising from, related to or
caused by (i) any use of the Premises or any part thereof, (i) any defect in the design,
construction of or material in the Improvements, (iii} any defect of soils or in the preparation of
soils or in the design and accomplishment of grading, (iv) the presence or existence of any
Hazardous Materials, Mold or Mold Conditions in, on or around the Property, (v) any act or
omission of Tenant, or of any of its agents, representatives, contractors, employees servants,
customers, licensees or invitees, (vi) any accident on the Property or any fire or other casualty
thereon, (vii) Tenant’s failure to maintain the Property in safe condition; (vm) any accident off
the PIOperty caused by acts or occurrences on the Property, (ix) any act ot fallure to_act by
Landlord in enforcing this Lease, or in reviewing, approving, disapproving, consentlng fo, or
joining in any plans, specifications, layout, design, application, permit, map or .dedication
relating to the use or development of the Property, (x) any violation or alleged violation by "
Tenant or of any of its agents, representatives, contractors, employees, servants, customers,

licensees or invitees, of any law now or hereafter enacted, (xi) any slope failure or subsurface B
geologic or groundwater condition on or adjacent to the Premises, (xii) any work of design, - *

construction, engineering or other work with respect to the Proverty provided or performed byor

AR
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'for Landlord either before or after the Commencement Date, or (xiii) any other cause whatgoever

in-¢onnection with Tenant’s use of the Property or Tenant’s performance under this Lease; or

(b) the breach by Tenant of any of its obligations under this Lease (collectively “Claims”).
“Tenant, as a material part of the consideration of this Lease, waives on its behalf all claims and
demands against Landlord for any such Claims.

- 19.2 . Indemnification of Landlord. Tenant shall indemnify, defend and hold
Landlord and its-officers, directors, employees, agents, and representatives harmless from any
and all hablhty, loss, damage, cost, expense, claim, demand or cause of action of any kind or
character, including court costs and attorneys’ fees, resulting from Tenant’s operatlon and
maintenance of the- Property after the Commencement Date and from any and all injuries
suffered by Tenant or of any of its agents, representatives, contractors, employees, servants,
customers, llcensees or 1nv1tees as a result of or in connection with Tenant’s lnspectlon
investigation or audit of the Premlscs before the Commencement Date.

19.2.1 Lan'dlord shall notify Tenant within a reasonable length of time after
discovery of any Claim. Tenant, at- Tenant’s expense, shall defend Landlord against any such
Claim and shall engage counsel satlsfactow to Landlord to prosecute Landlord’s defense of such

Claim.

19.2.2 If Tenant falls or refuses to defend Landlord or engage counsel
satisfactory to Landlord within ten (10) days after Tenant’s receipt of notice of any Claim,
Landlord may defend such claim seek and recover its actual damages from Tenant.

19.2.3 This Section 19.2 shali not apply to any claim by Tenant against Landlord
or to any claim resulting from the gross neghgence or wﬂlﬁJI misconduct of Landlord or its
employees. .

ARTICLE XX, et
General Provisioils”

20.1 Interpretation  When the context requlres any gendcr includes all others, the
singular number includes the plural, and vice-versa. Captions are inserted for convenience of
reference and do not describe or limit the scope ot intent of this Lease. Any recitals above, and
any exhibits or schedules referred to and/or attached hereto, are incorporated by reference into
this Lease. “Tncluding” means including without limitation. No+ waiver, -amendment or
discharge of this Lease shall be valid unless it is in writing and signed by the" Party to be
obligated. 1f any prov1smn of this Lease is held by a court to be invalid or unenforceable, the
other provisions shall remain in effect. No inference or presumption shall be- drawn if a Party or
its attorney prepared and/or drafted this Lease; it shall be conclusively presumed that the Part1es
participated equally in its preparation and/or drafting. _ e

20.2  Notices Unless otherwise provided in this Lease or by law, all notlces reqmrcd or-.
permitted by this Lease or by law to be served on or delivered to a Party shall be in writing and

deemed duly served, delivered and received when personally delivered or delivered by a
recognized overnight courier service to the Party to whom directed, or instead, three (3) busmess_'___....r s

days after deposit in the U.S. mail, certified or registered, return receipt requested, first-class

CANDLORD. D NWWMW\W\WMW\W
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_-postage prepaid, addressed as indicated below. A Party may change this address by giving

- "written notice of the change to the other Party. Confirmed fax transmission to a fax machine
specified in such a notice shall constitute personal delivery, if followed by hard copy sent by
“'mail or such overnight courier service within one (1) day.

ThePartles’ addresses for this purpose are:

Landlord o : With a copy to:
Greg:g.A:. ]j_'avidson, CEO Bradford E. Furlong, Legal Counsel
1415 E. Kincaid, P.O. Box 1376 825 Cleveland Avenue
Mount Vernon, WA 98273 Mount Vernon, WA 98273
Tenant: With a copy to:
Mike Hubbard . Russ Tousley, Legal Counsel
1001 Fourth Avenue #4400 . 1700 7 Avenue #2200

Seattle, WA 98154 " Seattle, WA 98101

20.3 Quitclaim Deed . Tenantshall execute and deliver to Landlord on the
expiration or termination of this Lease immediately on Landlord’s request a quitclaim deed to the
Property, in recordable form, designating Landlord as transferee,

204 Holdover  If Tenant, with Landlord’s consent, remains in possession of the
Property or any part of it after the expiration of the Term, such occupancy shall be a tenancy
from month-to-month on all provisions of this Léase pefta.ining to Tenant’s obligations. If
Tenant fails to surrender said Premises on expiration of this Lease despite Landlord’s demand to
do so, Tenant shall indemnify, defend and hold haﬁiﬂes_s_--Landlord from all loss or liability,
including any claims made by any succeeding Tenant, based on or resulting from Tenant’s
failure to surrender, and Landlord shall be entitfed to the benefit of all laws respecting summary
recovery of possession. Any occupancy by Tenant after the Termination Date without
Landlord’s current shall be at one hundred fifty percent (150%) of the then current market rental
rate for the Property. i ¥

20.5 Cumulative Remedies No remedy or election ﬁéreﬁndér' shall be deemed
exclusive but shall, wherever possible, be cumulative with all other remedies at'law or in equity.

20.6 Attorneys® Fees Subject to Article XVII above, in the evént either Landlord or
Tenant brings any suit or other proceeding with respect to the subject matter or enforcement of
this Lease, the prevailing Party (as determined by the court, agency or other authority before
which such suit or proceeding is commenced) shall, in addition to such other relief as may be
awarded, be entitled to recover attorneys’ fees, expenses and costs of investigation as-actually
incurred (including without limitation court costs, expert witness fees, costs and ‘experises of -
investigation, and all attorneys’ fees, costs and expenses in any such suit or proceeding).. - . .
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g 20.7 Landlord’s Access  Landlord and its agents shall have the right to enter the
- Property at reasonable times for the purpose of inspecting the Property and showing the Property
to prospectlve purchasers, lenders or Tenants.

) 20 8 . - Merger If both Landlord’s and Tenant’s estates in the Premises or the
Irnprovements have both become vested in the same owner, this Lease shall nevertheless not be
destroyed by apphcat:on of a doctrine of merger unless agreed in writing by Landlord, Tenant
and any Permrtted Mortgagee(s)

20.9° Consents--. Except as otherwise and expressly provided to the contrary herein,
wherever in this Lease the consent of one Party is required to an act of the other Party, such
consent shall not be unreasonably withheld.

20.10 Governing Law, Forum This Lease shall be governed by, and construed and
enforced in accordance with, the internal laws of Washington State (without regard of principles
or conflicts of law) and any applicable laws of the United States of America. For all purposes of
this Lease, in any proceeding’ (including arbitration) involving this lease, the proper place of trial
or hearing shall be Mount Vernon, Washmgton The Parties irrevocably submit to the
jurisdiction of the Superior Court of Skaglt County

20.11 Quiet Possession. On Tena_nt- s paying all Rent and observing and performing
all the covenants, conditions and provisions.on Tenant’s part to be observed and performed
hercunder, Tenant shall have quiet possession of the Property free from any interference by any
Party clmmlng by, through or under Landlord durmg the entire Term hercof, subject to all
provisions of this Lease. T

20.12 Authority The individuals executing this Liease on behalf of either Party
represent and warrant to the other Party that they are fully authorized and legally capable of
executing, delivering and performing under this Lease on behalf of such Party and that such
execution is binding on all Persons holding an interest in- the Property

20.13 Entire Agreement; Further Documentatmn ThIS Lease, together with

[the Related Documents and] any fother] exhibits hereto [or thereto] and any other documents
necessary to effectuate the terms of this Lease, contains the.entire understanding. of the
undersigned with respect to the transactions contemplated hereby-and. contams all of the terms
and conditions thereof and supersedes all prior understandings relatmg to the subject matter
hereof. : A

20.14 No Joint Venture This Lease shall not in any manner be construed as-creating a
joint venture or partnershlp, and each Party shall be solely responsible for all aCtIODS 1t takes and
expenses It incurs in carrying out its obligations under this Lease. S

20.15 Memorandum of L ease The Parties shall execute and acknowledge ina manner )
suitable for recording, a Memorandum of Lease in the form attached as Exhibit G Whlch
Memorandum of Lease may be recorded by either Party. L

IR
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e 20.16 Execution of This and Other Writings  The Parties have signed below

. voluntarily after having been advised by their counsel of all provisions hereof, and, in signing
~below, they are not relying on any inducements, promises and representations made by or on
“behalf of the other except as contained in this Lease. This Lease may be executed in

counterparts, each of which shall be deemed an original. An executed counterpart of this Lease

transmitted by fax shall be equally as effective as a manually executed counterpart. Each Party

shall take all-reasonable steps, and execute, acknowledge and deliver all further instruments

necessary or-éxpedient to implement this Lease.

LANDLORD AND TENANT HAVE CAREFULLY READ AND REVIEWED THIS LEASE
AND EACH PROVISION.OF IT AND, BY EXECUTING THIS LEASE, SHOW THEIR
INFORMED AND VOLUNTARY CONSENT THERETO. THE PARTIES AGREE THAT,
AT THE TIME THIS LEASE IS EXECUTED, ITS PROVISIONS ARE COMMERCIALLY
REASONABLE AND EFFECTUATE THE INTENT AND PURPOSE OF LANDLORD AND
TENANT WITH RESPECT TO THE PROPERTY.

2 [ ;gfgn'ature Page Follows}
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e JIN WITNESS WHEREOPF, the Parties hereto have executed this Lease as of the day
and yea.r ﬁrst above written.

LANDLORD
" Skaglt County Public Hosp1ta1 District No. 1

dba Ska

By: Date: S2P7 09, cooN”

Gregg A Dividson
Its.  CEO/Superintendent

STATE OF WASHINGTON ) -

L) ssols
COUNTY OF SKAGIT - )"
On this 3 day of 8 2003, before me, the undersigned, a Notary

Public in and for the state of Washington, duly commissioned and sworn, personally appeared
Gregg A. Davidson, to me known to be the CEO/Superintendent of Public District Hospital No.
1, Skagit County, Washington, d/b/a* Skaglt Valley Hospital, the municipal corporation that
executed the foregoing instrument, and acknowledged the said instrument to be the free and
voluntary act and deed of said corporation, for the uses-and purposes thercin mentioned, and on
oath stated that he was authorized to execute the said instrument.

Witness my hand and official seal hereto é’fﬁxed -the &ay and year first above written.

‘&“‘E“m’m

Pnnted“ﬁame

T mmmmmmmmmﬂmmn
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-/ TENANT:
o MYV Investors, a Washington limited liability company

Date: 7A2 Ajg—
7

By: A
ﬁ{w& f \LL 4 Gyt
[Pnnt Name]
STATE OF WASHINGTON 3
) S8 -

COUNTY OF KIN 6-

On this |g day of 520’0«\5&!‘ 2005, before me, the undersigned, a Notary
Public in and for the state of Washmgton, duly commissioned and sworn, personally appeared
Kitk I asen - known to be the managec of MV
Investors, a Washington limited hab1hty company, the company that eXecuted the foregoing
instrument, and acknowledged the said instrument to be the free and voluntary act and deed of
said limited liability, for the uses and purposes therein mentioned, and on oath stated that he/she
was authorized to execute the said mstrument and that the seal affixed is the seal of said
Washington limited liability company. -

Witness my hand and official seat hereto afflxéd th_e .:giay and year first above written.

Notary Seal: ' :
Printed Name Ly
Notary Public | gs §0r3the State of Was'l’ﬁngton
residing at:
My Commission Expires: 19 *20“ O.é
GROUND LEASE Skagit County Auditc@
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EXHIBIT A

[Legal Description]

That portlon of Lot 4 lying West of the West line of 13™ Street, as conveyed to the City
of Mount Vernon by deeds recorded October 28, 1955 and May 21, 1956, under
Auditor’s File* Nos. 326414 and 536375, respectively and all of Lots 5-8, inclusive in
“DALE & SHEA’ S.ADDITION TO THE CITY OF MT. VERNON,” as per plat
recorded in Volume 3 of Plats page 68, records of Skagit County, Washington.

Situate in the Clty o_f M_oum Vernon, County of Skagit, State of Washington.
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EXHIBIT A-1l
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EXHIBIT B*

'LEGAL DESCRIPTION OF HOSPITAL PROPERTY

PARCEL'S ‘EA!! “BS! & “C’i.

]NTEN’I‘IONALLY OMITTED.
PA.RCEL uDu

Parcel “B”, Mount Vemon Short Plat No. MV-31-76, approved September 14, 1976, recorded September
21, 1976 in Book 1 of Short Plats, page 173, under Auditor’s File No. 842991 and being a portion of the
Northeast % of the Southwest % of Sechon 20, Township 34 North, Range 4 East, W.M.

Situate in the City of Mount Vernou_,- County of Skagit, State of Washington,

PARCEL “E”:

The North ¥2 of Tract "A" of Mount Vemon Short Plat No. MV-31-76, approved September 14, 1976 and
recorded September 21, 1976, in Volume'1 of Short Plats, page 173, under Auditor’s File No. 842991,
records of Skagit County, Washington; being a portion of the Northeast % of the Southwest ¥ of Section 20,
Township 34 North, Range 4 East, W.M;, and of Tract "A" of "GREENSTREET ADDITION, MOUNT
VERNON, WASH.", as per plat recorded in Volume 7 of Plats page 6, records of Skagit Counnty,
Washington. _ _

Situate in the Mount Vernon, County of Skagit, State of Wasﬁifnéton.

PARCEL “E™

The South ¥ of Tract ‘A’ of Short Plat No. MV-31-76, approved September 14, 1976 and recorded
September 21, 1976, under Auditor’s File No. 842991 and being a ‘portion of Tract ‘A’,
“GREENSTREET ADDITION” and a portion of the Northeast % of the Southwest 14, Section 20,
Township 34 North, Range 4 East, WM. f ;

Situatc in the City of Mount Vernon, County of Skagit, State of Wushiﬁgton.- <

PARCEL “G”: .

Lots 1,2, 3 and 4, “FIRST ADDITION PUBLIC HOSPITAL DISTRICT NO 1, MGUNT VERNON,
WASH[NGTON as per plat recorded in Volume 12 of Plats, page 28, records of Skaglt County,
Washington. N

Situate in the City of Mount Verrion, County of Skagit, State of Washington.

AR
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PARCEL

The North 105 feet of the West 10 feet of Tract 2 and the North 105 feet of that pOI'tlon of Tract 3, lying
Easterly of 13® Street as conveyed to the City of Mount Vernon by deed dated January 7, 1956, recorded
May 21, 1956, in Volume 278 of Deeds, page 513, under Auditor’s File No. 536371, all in “DALE AND
SHEA’S ADDITION TO THE CITY OF MT. VERNON,” as per plat recorded in Volume 3 of Plats,
page 68, records of Skaglt County Washington.

TOGETHER WITH that portlon of the South 7 feet of vacated Carpenter Street, lying Northerly of and
adjacent to the above; descnbed Tract and between the East and West line thereof extended Northerly.

Situate in the City of Moux}t.Ye;non,-' County of Skagit, State of Washington.
PARCEL “T": e

The South 265 feet of Tracts 1 and 2, “DALE' AND SHEA’S ADDITION TO THE CITY OF MT.
VERNON,” as per plat recorded in Volume 3 of Plats, page 68, records of Skagit County, Washington,
EXCEPT the West 10 feet of the North 170 feet of said Tract 2.

ALSO, the South 265 feet of Tract *A’, "GREENSTREET ADDITION, MOUNT VERNON, WASH.", as
per plat recorded in Volume 7 of Plats, page 6, records of Skagit County, Washington, EXCEPT those
portions conveyed to the City of Mount Vernon by deed recorded December 11, 1984, under Auditor’s File
No. 8412110021. :

Situate in the City of Mount Vernon, County of Skagii,'State of Washington.

PARCEL “I": S

The North 5 feet of Tracts 1 and 2, “DALE AND SHEA'S ADDITION TO THE CITY OF MT.
VERNON," as per plat recorded in Volume 3 of Plats, page 68, records of Skaglt County, Washington,
EXCEPT the West 10 feet of said Tract 2. :

Situate in the City of Mount Vernon, County of Skagit, State of Washingtc’_rh;_; |

PARCEL “K”: "

The North 12 feet of the South 277 feet of Tract A, "GREENSTREET ADDITION MOUNT VERNON
WASH.", as per plat recorded in Volume 7 of Plats, page 6, records of Skagit County, Washmgton L

Situate in the City of Mount Vernon, County of Skagit, State of Washington.

L
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PARCEL “L”

Those poruons of Lots 2 and 3, Block 1,“DALE AND SHEA'S ADDITION TO THE CITY OF MT.
VERNON;," as per plat recorded in Volume 3 of Plats, page 68, records of Skagit County, Washington,
described as fo]lows :

Beginning at a pmnt 100 feet North of Montgomery Street on the East line of Lot 3;
thence North 65 feet along the East line of Lot 3;

thence West to 13" Street; .-

thence South 65 feet, along the East line of 13" Street;

thence East to the point of begmmng, ALSO

Beginning at a point 100 feet North of Montgomely Street on the West line of Lot 2;
thence East 10 feet;

thence Nocth 65 feet parallelmg the West hne of Lot 2;

thence West 10 feet to the West hinie of Lot 2;

thence South 65 feet along the West lme of Lot 2 to the point of beginning,

EXCEPT that portion conveyed to the Clty of Mount Vernon by deed recorded December 11, 1984, under
Auditor’s File No. 8412110021. _

Situate in the City of Mount Vermon, County of Skag‘it,-Sﬁié;df Washington.
PARCEL “M”: |

That portion of the South 100 feet of Tract 3, “DALE AND SHEA S ADDITION TO THE CITY OF
MT. VERNON,” as per plat recorded in Volume 3 of Plats; page 68, records of Skagit County,
Washington, lying Easterly of a line drawn from a point on the North line of said South 100 feet of Tract
3, which is 59.31 feet West of the East line of said tract as measured along said North line, to a point on
the South line of said tract, which is 59.86 feet West of the Southeast cotner thereof as measured along
said South line. .. .

Situate in the City of Mount Vernon, County of Skagit, State of Washington. )
PARCEL “N"™:

That portion of Montgomery Street lying between the East line of Thirteenth Street and the West line of
Fifteenth Street; and the portion of Fourteenth Street lying between the North line of Mdntgomérj? Street
and the North line of Tract 15, if projected Westerly of "GREENSTREET ADDITION, MOUNT
VERNON, WASH.", as per plat recorded in Volume 7 of Plats, page 6, records of Skagit County, .~
Washington, ALSO mcluded is the portion of the alley, between the North line of Montgomery Street and the
North line of Tract 15, if projected Easterly of the Plat of "GREENSTREET ADDITION, MOUNT 3
VERNON WASH.", as per plat recorded in Volume 7 of Plats, page 6, records of Skagit County, -~
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PARCEL “N” contlnued

EXCEPT that portlon conveyed to the City of Mount Vernon by deed recorded December 11, 1984, under
Auditor’s fﬂ_e: No. _841_21_10021

Situate in the Cit_y._of Mount Vernon, County of Skagit, State of Washington.

PARCEL “Q":

Tract 16, EXCEPT the East 50 feet theceof, “DALE AND SHEA’S ADDITION TO THE CITY OF MT.
VERNON,” as per plat recorded in Volume 3 of Plats, page 68, records of Skagit County, Washington,
EXCEPT that portion conveyed to the C:ty of Mount Vernon by deed recorded February 6, 1957, under
Auditor’s File No. 547256. :

ALSOQ that portion of the Nertheast % of the Southwest 14 of Section 20, Township 34 North, Range 4
East, W.M., described as follows: ' _

Beginning at the Southwest corner of Tract 16 “DALE AND SHEA’S ADDITION TO THE CITY OF
MT. VERNON,” as per plat recorded in Volume 3 of Plats, page 68, records of Skagit County,

Washington;
thence South along the East line of Tract 15 i in sald plat, 32 03 feet;
thence East paratlel to the South line of Tract 16, 158 feet, more or less, to a point 50 feet West of the

East Iine of said subdivision;
thence North paraliel to the East line of said subdmswn, 32 03 feet to the South line of Tract 16,
thence West along the South line of said Tract 16, to the pomt of begmmng,

EXCEPT that portion conveyed to the City of Mount Vemon by deed recorded February 6, 1957, under
Auditor’s File No. 547255. . L

Situate in the City of Mount Vernon, County of Skagit, State of Wé_silingtonil .
PARCEL “P"": R

The East 50 feet of Tract 16, “DALE AND SHEA’S ADDITION TO THE CITY. OF MT 'VERNON," as
per plat recorded in Volume 3 of Plats, page 68, records of Skagit County, Washmgton

ALSO the East 50 feet of the South 208.71 feet of the Northeast 4 of the Southwest % of Secuon 20
Township 34 North, Range 4 East, W.M., EXCEPT the South 175 feet thereof.

Situate in the City of Mount Vernon, County of Skagit, State of Washington.

.
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That portion of the Northeast ¥ of the Southwest % of Section 20, Township 34 North, Range 4 East,
WM., deso_ribed as_foli’ows:

Beginning at a pomt on ttie Bast line of Tract 15, “DALE AND SHEA’S ADDITION TO THE CITY OF
MT. VERNON,” as per ‘plat recorded in Volume 3 of Plats, page 68, records of Skagit County,
Washington, Wthh is 32.03 feet South of the Southwest comer of Tract 16 in said plat;

thence South along the East line of said Tract 15 a distance of 59 feet;

thence East parallel to the'Sou'_th- line of said Northeast % of the Southwest %4, 158 feet, more or less, to a
point 50 feet West of the East line of said Northeast % of the Southwest 4;

thence North parallel to the East line of said subdivision 59 feet to a point on a line parallel with the South
line of said subdivision and which intersects the point of beginning;

thence West along said parallel lirie 158 feet-more or less, to the point of beginning.

Situate in the City of Mount Vernon; 'Coﬁntj__.of Skagit, State of Washington.
PARCEL “R,? . :

That portion of the East ¥z of the Northeast % of the Southwest 14 of Section 20, Township 34 North,
Range 4 East, W.M. .

Beginning at the Southeast corner of Tract 15, “DALE AND SHEA’S ADDITION TO THE CITY OF
MT. VERNON,” as per plat recorded in Volume 3 of Plats, . page 68 records of Skagit County,
Washington;

thence North along the East line of said Tract 15 a distance of 76 44 feet more or less, to a point 91.03
feet South of the Southwest corner of Tract 16 in said Dale and Shea’s Addition;

thence East parallel to the South line of said Northeast % of the Southwest % a distance of 158 feet, more
or less, to a point on a line 50 feet West of and parallel to the East lme of said Northeast 14 of the
Southwest %4;

thence South along said paraliel line a distance of 76 feet, more or less toa pomt on the North line of
Kincaid Street extended East as shown on said Plat of Dale and Shea’s Addmon ata pomt North
89°07°53” East 158.71 feet from the point of beginning;

thence South 89°07° 53" West along said North line of Kincaid Street as so extended 158 71 feet to the
point of beginning, :

EXCEPT that portion, if any, conveyed to the City of Mount Vernon by deed recorded December 12,
1957, under Auditor’s File No. 559568, o A

Situate in the City of Mount Vernon, County of Skagit, State of Washington.

W
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That. pqrtioﬁ=6f the Northeast % of the Southwest 14 of Section 20, Township 34 North, Range 4 East,
W.M, described =as--.fqllows:

Beginning at the. Southeast comer of said subdivision;

thence North along the East line thereof 175 feet:

thence West 50 feet; -

thence South parallel with the East line of said subdivision 175 feet to the South line thereof:
thence East 50 feet to the point of beginning.

Situate in the City of Mo:ii.ntﬁVerno_t_lt_:County of Skagit, State of Washington.
PARCEL “T: S T

That portion of the West 330 feet of the Northwest ¥ of the Southeast % of Section 20, Township 34
North, Range 4 East, W.M., lying South of the South line of Montgomery Street as established in the City
of Mount Vernon (extended East), P

EXCEPT the East 30 feet, AND EXCEP’F-.thét portion conveyed to the City of Mount Vernon by Deed
recorded February 6, 1957, under Auditor’s File No. 547255.

TOGETHER WITH that portion of South 15% Street 'Sadj'a'c.er.l't;tﬁ:ereto as vacated by Order No. 1207 and
recorded August 13, 1956, under Auditor’s File No.. 540010, -

Situate in the City of Mount Vernon, County of Skagit, Stateof 'Washington.
PARCEL “U™: " -

Lot 1, "GREENSTREET ADDITION, MOUNT VERNON, WASH.", ..33 per plét..'rccorded in Yolume 7 of
Plats, page 6, records of Skagit County, Washington, EXCEPT that pdﬂ_:iqn_descril_a_ed_as follows:

A triangular portion of land commencing at the true point of beginning a point on'the South right of way
margia of East Division Street being 15 feet Westerly of the West right of way margin of South 15th Street as
measured at right angles; . R

thence Easterly along said South right of way margin to the intersection of the South right of way margin of
East Division Street and the West right of way margin of South 15th Street; A e

thence Southerly along the said West right of way margin of South 15th Street to a point 15 feet Southerty of
the South right of way margin of East Division Street as measured at right angles; St e
thence along a diagonal to the true point of beginning.

Situate in the Mount Vernon, County of Skagit, State of Washington.

i
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" PARCEL “V”

Lot2; "GREENSTREE,T ADDITION, MOUNT VERNON, WASH."
Plats, page 6 records of Skagit County, Washington.

Sitate in the Mount Vemon County of Skagit, State of Washington.
PARCEL “W”: "

Lot 3, "GREENSTREET ADDITION MOUNT VERNON, WASH."
Plats, page 6, records of Skaglt County, Washington.

Situate in the Mount Vernon, County of Skagit, State of Washington,
PARCEL “X": |

Lot 4, "GREENSTREET ADDI’I'ION MOUNT VERNON, WASH."
Plats, page 6, records of Skagit County, Washmgton

Situate in the Mount Vernon, County of Skaglt State of Washmgton
PARCEL “Y": |

Lot 5, "GREENSTREET ADDITION, MOUNT VERNON WASH "
Plats, page 6, records of Skagit County, Washington. ™

Situate in the Mount Vernon, County of Skagit, State of Washmgton _

PARCEL “Z":

Lot 6, "GREENSTREET ADDITION, MOUNT VERNON, WASH "
Plats, page 6, records of Skagit County, Washington,

Situate in the Mount Vernon, County of Skagit, State of Washington.
PARCEL “AA™

Lot 7, "GREENSTREET ADDITION, MOUNT VERNON, WASH."
Plats, page 6, records of Skagit County, Washington.

Situate in the Mount Vernon, County of Skagit, State of Washington,

» a5 per plat recorded in Volume 7 of

» as per plat recorded in Volume 7 of

» as per plat recorded in Volume 7 of

. as per plat recorded in Volume 7 of

as per pIat recorded in Volume 7 of

, 48 per plat recorded mVolume 7of

(T
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g PARCEL“BB”

Lot 8, "GREENSTREET ADDITION, MOUNT VERNON, WASH.", as per plat recorded in Volume 7 of
Plats, page 6, records of Skagit County, Washington.

Situate in the Mount Vermon, County of Skagit, State of Washington.

Lot 9, "GREENSTREET ADDI’I'ION MOUNT VERNON, WASH.", as per plat recorded in Volume 7 of
Plats, page 6, records of Skaglt Count'y,_. Washington.

Situate in the Mount Vemon, County of Skagit, State of Washingfon.
PARCEL “DD™: e

Lot 10, "GREENSTREET ADDITION, MOUNT VERNON, WASH.", as per plat recorded in Volume 7 of
Plats, page 6, records of Skagit County, Waghin_gton. :

Situate in the Mount Vemon, County of Sléa‘git, State of Washington.

PARCEL “EE”: " o

Lot 11, "GREENSTREET ADDITION, MOUNT VERNON, WASH.", as per plat recorded in Volame 7 of
Plats, page 6, records of Skagit County, Washington, T

EXCEPT that portion, if any, conveyed to the City of Mount Y_érﬁon by deed recorded December 11, 1984,
under Auditor’s File No., 8412110021. R -

Situate in the Mount Vemon, County of Skagit, State of Washington. -~~~

PARCEL “FF™

Lot 12, "GREENSTREET ADDITION, MOUNT VERNON, WASH." as per plat recorded in Volume 7 of
Plats, page 6, records of Skagit County, Washington, R

EXCEPT that portion, if any, conveyed to the City of Mount Vernon by deed recorded December 11, (084,
under Auditor’s File No. 8412110021 e

Situate in the Mount Vernon, County of Skagit, State of Washington.

I



Lot 13, "GREENSTREET ADDITION, MOUNT VERNON, WASH." as per plat recorded in Volume 7 of
Plats, page 6, records of Skagit County, Washington.

Situate in the Mount Vernon, County of Skagit, State of Washington,
PARCEL “HH™ -~

Lot 14, "GREENSTREET ADDITION, MOUNT VERNON, WASH.", as per plat rocorded in Volume 7 of
Plats, page 6, records of Skagit County, Washington.

Situate in the Mount Verno;n:_,:' County of Skagit, State of Washington.
PARCEL “IF": o

Lot 15, "GREENSTREET ADDITION, MOUNT VERNON, WASH." as per plat recorded in Volurme 7 of
Plats, page 6, records of Skagit County, Washin_gtotj, = :

EXCEPT that portion conveyed to the Cit}} of Mount Vernon by deed recorded December 11, 1984, under
Auditor’s File No. 8412110021, S

Situate in the Mount Vernon, County of Skagit, State of-WaSHiﬁgtﬁn.
PARCEL “JI”: "

Lot 16, "GREENSTREET ADDITION, MOUNT VERNON, WASH",asper plat recorded in Volume 7 of
Plats, page 6, records of Skagit County, Washington, R :

EXCEPT that portion, if any, conveyed to the City of Mount Vernon by'deéd récpfded December 11, 1984,
under Auditor’s File No. 8412110021. L L

Situate in the Mount Vernon, County of Skagit, State of Washington.
PARCEL “KK”:

Lot 17, "GREENSTREET ADDITION, MOUNT VERNON, WASH., as per plat recorded in Volume 7 of
Plats, page 6, records of Skagit County, Washington. ' e,

Situate in the Mount Vemon, County of Skagit, State of Washington.

T
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'-_PARcEL‘iL"-

Lot 18, "GREENSTREET ADDITION, MOUNT VERNON, WASH.", as per plat recorded in Volume 7 of
Plats; page 6 records of Skagit County, Washington.

Situate in the Mount Vemon County of Skagit, State of Washington,

PARCEL ‘MM’

Lot 19, "GREENSTREET ADDITION MOUNT VERNON, WASH.", as per plat recorded in Volume 7 of
Plats, page 6, records of Skagxt Co:mty, Washington.

Situate in the Mount Vemop,- _Coy,mty' b_f Skaglt, State of Washington.
PARCEL “NN": |

Lots 20, 21 and 22, "GREENSTREET ADDITION MOUNT VERNON, WASH.", as per plat recorded in
Volume 7 of Plats, page 6, records of Skag1t County Washington. '

TOGETHER WITH all of the 18.00 foot wzde alley adjoining Lots 5, 6, 7, 20, 21, and 22,
"GREENSTREET ADDITION, MOUNT VERNON, WASH ", as per plat recorded in Volume 7 of Plats,
Ppage 6, records of Skagit County, Washington. -

Situate in the Mount Vernon, County of Skagit, State of Washmgton

PARCEL “OO”

Lot 23, "GREENSTREET ADDITION, MOUNT VERNON WASH " .as per plat recorded in Volume 7 of
Plats, page 6, records of Skagit County, Washington,

Situate in the Mount Vernon, County of Skagit, State of Washington.
PARCEL “PP™:

Lot 24, "GREENSTREET ADDITION, MOUNT VERNON, WASH.", as per plat tecorded in Volume 7 of
Plats, page 6, records of Skagit County, Washington. S

Situate in the Mount Vernon, County of Skagit, State of Washington,

PARCEL “0Q0Q:

The North 6 feet of Lot 24, and ail of Lot 25, "GREENSTREET ADDITION, MOUNT VERNON WASH " .:
as-per plat recorded in Volume 7 of Plats, page 6, records of Skagit County, Washington.

AR
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P ARCEL ;.jRR,,.

Lot 26 "GREENSTREET ADDITION, MOUNT VERNON, WASH.", as per plat recorded in Volume 7 of
Plats; page 6 records of Skagit County, Washington.

Situate in 'the Mou___nt Vernqn, County of Skagit, State of Washington.
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Exhibit C

g Skagit Valley Hospital

Medical Office Building
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EXHIBIT D
GLOSSARY OF CERTAIN DEFINED TERMS

“‘Affiliate” — when used with reference to a specified Person, any Person who
"'dlrectly or ‘indirectly Controls, is Controlled by or is under common Control with the
specified Person. “Affiliate” shall also include (a) any Person which owns, directly or
indirectly (mcludmg through one or more intermediaries), fifty percent (50%) or more of
any class.-of ‘voting security or equity interests of such specified Person; (b)any
Subsidiary of such spemﬁed Person; and (iii} any Subsidiary of a Person defined in clause

(c).

‘Appraised" Stabilized Value” — the appraised value (as determined by a
Mortgagee or proposed Mortgagee) of the Property assuming an occupancy rate of
ninety-five percent (95%) of the-Cancer Care Center and utilizing such other assumptions
and directives as are customanly apphed by such Mortgagee’s appraiser,

“Award” — all compensatron sums or anything of value awarded, paid, or
received for a Total, Substantlal or, Partlal Taking, whether pursuant to judgment,
agreement, or otherwise. ' S

“Commencement Date” —= the__da_i_:_e specified in Section 2.1 of this Lease.

“Construction Cost” — the entire cost of a work of improvement including the
cost of labor, material, reasonable proﬁt to contractors and subcontractors and any other
cost that would constitute the basis of a valid claim or claims against the Premises or the
Improvements under the applicable mechamc s lien laws in effect at the time work is
commenced. SR

“Construction Loan” — a loan secured by a"M'ortgage as permitted in this Lease
to finance or partially finance any construction of any- Improvements until replaced by a
Permanent Loan (if any). et

“Control” (including the correlates of “Controlled” and “Controllmg”) the
possession, directly or indirectly, (including through one or more intermediaries) of the
power to direct or cause the direction of the management and policies of Tenant, through
the ownership or control of voting securities, partnership 1nterests or other equity
interests or otherwise. :

“Foreclosure” — judicial foreclosure of a Mortgage, sale under a power of sale
given in the Mortgage, and all other remedies provided by law or equity or et out inthe
Mortgage and enforceable in the State which result in the forfeiture of title by the
mortgagor, trustor, Grantor or the like, in the event of a default under the Mortgage "

“Hazardous Materials” — any material, substance or waste that is or has the.
characteristic of being hazardous, toxic, ignitable, reactive or corrosive, mcludlng 7
petroleum, PCBs, mold, asbestos, materials known to cause cancer or reproductive =~
problems and all other materials, substances and/or wastes (including infectious, medical,

N
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énd potentially infectious biomedical waste), which are or later become regulated by any

“ -':_:'local governmental authority, the State or the United States, including substances defined

&

as “hazardous substances,” “hazardous materials,” “toxic substances” or “hazardous

" wastés” in any Hazardous Materials Laws.

“Hazardous Materials Laws” — the Comprehensive Environmental Response,
Compensation and Liability Act of 1980, as amended, 42 U.S.C. § 9601, et seq.; the
Hazardous Materials Transportation Act, 49 US.C. § 5101, et seq.; the Resource
Conservation and Recovery Act, 42 U.S.C. § 6901, et seq.; all corresponding and related
Washington State and local statutes, ordinances and regulations, including any dealing
with underground -storage tanks; and in any other environmental law, regulation, or
ordinance now ex'isﬁng'-or later enacted.

“Hospital” — Skag1t Valley Hospital or any successor hospital operated by
Landlord or its successors Wthh operate an acute care hospital on the Hospital Property.

“Hospital Prop_erty._ — _th’e_.real property described on the attached Exhibit B.

“Improvements” all improvements located on the Premises from time to time
and all permanent attachments thereto, including the Cancer Care Center described in
Section 7.1; buildings, parklng structures; excavations, grading, utility installations,
foundations, footings, paving, trees, bushes, vines, plantings, landscaping, furnaces,
boilers, machinery, engines, motors, cempressors fittings, pipings, connections, conduits,
duets, electrical wiring and outlets, air conditioners, partitions, ceilings, lighting fixtures
and switches; floor covering, equipment of every-kind and description now or hereafter
used or procured for use in connection with heating, cooling, lighting, plumbing,
ventilating, air conditioning, refrigeration, cleaning or general operation of such buildings
or other structures, and all replacements and substitutions-for any and all of the foregoing.
The term “Improvements” shall not include any items that are Personal Property to the
extent that any such item would otherwise be mcluded i the foregomg definition.

“Enstitutional Lender” — a bank, savings and 10an assoc1at10n, investment bank,
or other institutional lender which, together with its Affiliates, has a net worth of One
Billion Dollars ($1,000,000,000.00) or more. The part101pat10n or securitization of a loan
by an Institutional Lender shall not give rise to any requirement that each lender
participating in such participation or securitization itself be an Institutional Lender, so
long as: (a) at the inception of the loan, the originating and agent lender is-an Institutional
Lender; and (b) at the time of any subsequent assignment of the loan the asmgnee and
agent lender is an Institutional Lender. .

“Landlord” — Public Hospital District No. 1, Skagit County, W'as_'hingt'on. or its
successors and assigns, whether singular or plural in number, and whether having'bECOmé'--= __
such by assignment, foreclosure, or other transfer, whether intentional, madvertent orby ..
operation of law. -

“Lease” - this Ground Lease its attachments, exhibits and writings incorpdfz’itéd'_j -
by reference, or any modifications thereof agreed to in writing by Landlord and Tenant. -

WA
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) “Loan Documents” — the note, Mortgage, security agreement, UCC forms,
_ -'gguarantees loan agreements, and the like executed in connection with any Mortgage.

" “Major Construction” — any construction, repair, alteration, or addition to the
: _Improvements the Construction Cost of which exceeds five percent (5%) of the then
“current value of the Improvements or which affects the exterior of the Improvements or is
v131ble from out51de the Improvements.

“Mmor Constructlon —- any construction, repair, alteration, or addition to the
Improvements, the Construction Cost of which does not exceed five percent (5%) of the
then current value of.the Improvements and which does not affect the exterior of the
Improvements or is. not otherwwe visible from outside the Improvements.

“Mold” — any mold mzldew fungus or other potentially dangerous organisms.

“Mold Condltlon — the presence or suspected presence of Mold or any
condition(s) that reason_ab_ly_ cail _bei___expected to give rise to or indicate the presence of
Mold, including, but not Timited to, observed or suspected instances of water damage or
intrusion, the presence of wet.or damp wood, cellular wallboard, floor coverings or other
materials, inappropriate climate control discoloration of walls, ceilings or floors,
complaints of respiratory ailment ot eye irritation by Tenant, Tenant’s Representatives,
any Subtenant or any employees, iﬁnvitce's}_:_or other third persons entering upon, using or
occupying the Property, or any portion thercof, at the request or invitation of any of the
foregomg, or any notice from a governmental agency of complaints regarding the indoor
air quality at the Premises. :

“Mold Inspector” — an industrial hygiehist 6éftiﬁed by the American Board of
Industrial Hygienists (“CIH”) or an otherwise quahﬁcd mold consultant selected by or
Tenant and reasonably approved by Landlord,. ..

“Mold Remediation Requirements” - the relevant provisions of the document
Mold Remediation in Schools and Commercial Buildings (EPA 402-K-01-001, March
2001}, published by the U.S. Environmental Protection Agency, as' may be amended or
revised from time to time, or any other applicable, legally blndlng federal state or local
laws, regulatory standards or guidelines.

“Mortgage” — a mortgage, deed of trust, or other encumbrancc recogmzed in
Washmgton as a contractual security interest which encumbers- Tenant leasehold
interest in the Premises, fee interest in the Improvements or any portlon of the
Improvements deemed Personal Property under applicable law, or any portion.of any of
the foregoing and which is otherwise permitted by this Lease. No Mortgagq shall
encumber Landlord’s fee interest in the Premises, R

“Mortgagee” — the mortgagee, beneficiary, or the like of a Mbrtgﬁge
encumbenng or proposed to encumber the Tenant’s leasehold interest in the prennses=

\\INIHI!II!!IIWIIAIIVINllUIMIWﬂIIﬂIHWIWI\II\

Skagit County Auditor
2/20/2007 Page g2 of 100 4:00PM




“Notice of Intended Taking” — any notice which a reasonably prudent person

" “would interpret as expressing a governmental agency’s existing intention of Taking (as

_. :'_'..dlstmgulshed from a mere preliminary inquiry or proposal), including service of a

‘ condemnation summons and complaint on a Party. The notice is considered to have been
. received when a Party receives from the condemning agency or entity a notice of intent to
take; in Writ"_ing, containing a description or map reasonably defining the extent of the
Takmg

| “Party” ot “Partles — either Landlord or Tenant or both as the context requires.

“Partlal_Takl-n_g — any Taking that is not either a Total Taking or a Substantial
Taking. I

“Permanent Loan — a loan, other than a Construction Loan, secured by a
Mortgage as permitted i n this Liease, including any Construction Loan that is converted to
an amortizing loan and remams secured by such a Mortgage permitted by this Lease.

“Person” — a person or persons or entity or entities or any combination of
persons and entities.

“Personal Property” -— all-personal property of Tenant or Subtenant located on
the Premises or in the Improvemeénts including any and all medical treatment or
diagnostic equipment weather or not affixed to the Premises or Improvements; provided
that if such equipment is so affixed, any material damage to the Premises or
Improvements resulting from its removal shall be promptly repaired by the removing
Party. Personal Property also includes all furniture, furnishings (other than draperies or
other window coverings), decorations, bookcases, movable partitions, special lighting
fixtures, equipment (including office equipment),- -appliances, racks, bins, display cases,
and merchandise. Personal Property shall not include heating, cooling, lighting,
plumbing, Ventllatulg or air conditioning equipment, plpes fittings, connections,
conduits, ducts, wiring, or any other component of the operatmg systems of the Cancer
Care Center. e

“Premises” — the real property described in Exhlblt A excluswe of any other
Improvements now or hereafter located on the Premises. -

“Property” — the Premises including the fee and the le-a's_eh_o_ld"_'_i.nt'e__rest therein
(or the leaschold interest therein only as the context indicates) and the .Improv'em-ents.

“Qualified Entity” — a parinership, a corporation, or other busmess orgamzatlon
in which all or a majority of the owners of equity interests are Qualified Persons '

“Qualified Person” — a member of the medical staff of Hospital (or its successd'r. E
that operates an acute care hospital on the Hospital Property or any part thereof) and <
whose use of the Cancer Center is deemed consistent with the Statement by Landlord. A

“Rent” — the monetary sums payable by Tenant to Landlord under this Lease

for the right to use and possess the Property.

2007022002l5
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“Subsidiary” — any corporation, partnership, limited liability company,

P busmess trusts or other legal entities with respect to which a Person owns, directly or

=:_'.111d_1re_<;_tly (including through one or more intermediaries), more than fifty (50%) of the
" voting stock or partnership, membership or other equity interest, respectively.

'"‘.‘S.il_.l')__stantial Taking” — the Taking of so much of the Premises, Property, or
Irnprove_ménts (or any part thereof) that one of the following conditions results:

7 | Zj(:;l) . The remainder of the Premises could not be economically and
feasibly used by Tenant; or

by A reasonable amount of reconstruction would not make the
Premises and Tmprovements a practical improvement reasonably suited for the uses and
purposes for which the Premises are leased hereunder.

“Subtenant” —;';:_'ény su__bfenant who leases a portion of the Property from Tenant;
however, such definition shall not include any person claiming under any sublease or
other transfer prohibited by this Lea'se.

“Taking — takmg or damagmg, including severance damage, by eminent
domain or by inverse condemnation or for any public or quasi-public use under any
statute. The transfer of title may be either a transfer resulting from the recording of a
final order in condemnation or a voluntary transfer or conveyance to the condemning
agency or entity under threat of condemnation, in avoidance of an exercise of eminent
domain, or while condemnation proceedings are pendmg Taking shall be considered to
take place as of the later of: L :

(a) the date actual physiééli___ po.ss_e'ss_i_on, is taken by the condemning
authority; or e e

(b)  the date on which the right t&.__éop}p.eri‘sétion and damages accrues
under applicable law. T

“Tenant” — MV Investors LLC, and its permitted éuécessors .-and assigns.

“Term’” — unless otherwise indicated by the context, the penod of time between
the Commencement Date and Termination Date. : -

“Termination Date” — the expiration of forty (40) years from the Constructlon
Completion Date, plus all extensions provided for herein if exercised in- accordance with
the terms hereof, unless earlier terminated as provided herein. S

“Total Taking™ — any Taking by Condemnation of the fee t1tle to all thf:."= --
Premises and all the Improvements. s
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EXHIBIT E
Mandatory Building Lease Rent Escalation Provisions
1 “For purposes of this exhibit, the following definitions apply:

- a. . “Tenant” shall mean a sub- tenant/occupant leasing space in Cancer Care
Center from Tenant as defined in the Ground Lease.

b : _‘fLandIord” shall mean the Tenant, as defined in the Ground Lease.

C. “L'eaée -shall mean any sublease agreement for space in the Cancer Care
- Center. between the Landlord and Tenant as defined in items a & b above.

2. Any Lease,--as.deﬁrl_e_d_ in item 3 above, shall include the following mandatory
provisions as required by Section 3.2 of the Ground Lease:

Term and Option t6 Renew.

a. The term of _this Lease (“Lease Term™) shall be years,
commencing on the Commencément Date as hereinafter defined and expiring on the
preceding day of the same month -~ - years thereafter.

b. In the event that the Tenant has fully and faithfully performed and carried
out all of the obligations imposed upon the Tenant under the terms of this lease
agreement in all material respects, and shall not. be indefault under any terms of the lease
agreement, then Tenant shall have the right to extend. the term of this lease for
consecutive year periods, commencing w:th the date of expiration of the or1g1nal
term hereof on the following conditions: '

(i} Tenant shall notify Landlord An. wrltlng of Tenant’s intention to
exercise its first option to renew no later than six (6) months prior 0 the expiration of the
original term. On condition that the Lease was extended .for the first renewal term,
Tenant shall notify Landlord in writing of Tenant's intention to exercise its second option
to renew no later than six (6) months prior to the expiration of the first renewal term of
this Lease. 5

(i)  Basic Rent for the renewal term shall be “Market Rent” as agreed
by Landlord and the Tenant. After receipt of notice of renewal by Tenant, the parties
shall have thirty (30) days within which to agrec on Market Rent for the Premises, in
their then condition. In the event that the parties are unable to agree on Market Rent
within such thirty (30) day period, then the Tenant shail have the option, uporn fifteen - :
(15) days’ written notice to Landlord to either: (1) elect not to proceed to extend the term ™ .
of the lease for the option period, or (2) elect to determine Market Rent by arbitration as- . .

sct forth below. In no event shall the rent for the renewal period be less than the. rent: s

being charged at the time of exercise of Tenant’s renewal option,

LT Mllllk
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(iif)  Other than herein specified, all of the other and remaining terms of

T 'the original lease agreement shall remain in full force and effect during the renewal term

fper;_od__

_ {iv)  For the purposes of this Lease, the term “Market Rent”” shall mean

the rate per rentable square foot per year (including increases therein over the additional
term) that-a new, willing, non-equity tenant would pay in an arm's-length transaction for
the premises, or for comparable space in the Building, if any, or for comparable space in
the greater" Mount Vernon community.

5. Tenant shalI pay Basic Rent in monthly amounts based upon the foIlowmg rates:
$_ .00 annual rate per-tentable square foot of Building area with annual increases
through the tenth year of the lease of 2.5% per year. Rent for years eleven (11) through

{ ) shall be at ‘Market Rent as defined in paragraph 2(b)(iv) above, and shall
be adjusted annually by the change in the Consumers Price Index, but rent in place for
year eleven (11) shall not be less than the rent in place at the end of the tenth year of the
Lease. Tenant shall also’ "pay as additional rent its pro rata share of all expenses in
addition to the Basic Rent as. prowded in Paragraph 6.
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EXHIBIT F
USE AND SERVICE PROHIBITIONS

~_The:Premises may be used for Provider Uses but shall not be used for providing

the followmg services:

ORI

\© 00 =1

'.,'Acute-'lr_l_patlent care;

A clinic designed and use primarily for urgent care/emergency services;
Cardiac catheterization laboratory;

Hemodialysis;.

Cancer care center, including both medical or radiation oncology and surgery;
Diagnostic i 1mag1ng center, including MR, CT, PET, nuclear medicine,
mammography and ultrasound (except for customary and routine imaging for a
physician specialty, subj_ ect to Section s 7.1 and 7.2) not operated by Landlord or
by a venture including the Landlord;

Out patient surgery center

Birth center; ‘

Diagnostic Laboratory (not mcludmg routine diagnostic procedures);

10 Colonoscopy; :
11. Physical, speech and occupatlonal therapy

Any of the Prohibited Services may performed in Premises only (1) if offered by a
venture that includes the Hospital; or (2) upon written permission of the Hospital. Any
Provider Use delivered by a subtenant not listed asa Prohibited Service may continue in
the Premises. The list of Prohibited Service shall be augmented as new subtenants
occupy the Premises.
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EXHIBIT G

MEMORANDUM OF LEASE

THIS MEMORANDUM OF LEASE is made by Public Hospital District No. 1 of
‘Skagit County, Lessor, whose address is 1415 E. Kincaid Street, Mount Vernon,
'-_.-Washington-__98274, and MV Investors, LLC, Lessee, whose address is 1001 Fourth
A\_'feﬁue Plaza, Suite 4400, Seattle, Washington 98154.

WITNESSETH:

The parties hereto_entered into a written Lease Agreement dated September 2, 2005 for
the premises known and designated as (See, attached legal description, EXhlblt A)
consisting of land together with all appurtenant rights, privileges and easements, for a
term of 40 years running.from and including the date of September 2, 2045 through and
including the right of Lessee o renew said lease for 2 additional 10 year periods upon the

same terms and cond1t10ns for a total rental period, including extensions and renewals, of
60 years.

The parties hereto have set thelrhandsand seals, this the day of ,

LANDLORD:
Skagit County Public Hosp1tal D1stnct No. 1
dba Skagit Valley Hospital

Gregg A. Davidson e Date
Its:  CEO/Superintendent e y

STATE OF WASHINGTON )
} ss.
COUNTY OF SKAGIT )

On this day of , before me, the undersigned, a Notary Public in
and for the state of Washington, duly conumnissioned and sworn, personally appearéd Gregg A. Davidson,
to me known to be the CEQ/Superintendent of Public District Hospital No.. 1, Skagit County, Washington,
d/b/a Skagit Valley Hospital, the municipal corporation that executed the ‘forégoing instrument, and
acknowledged the said instrument to be the free and voluntary act and deed of said corporation, for the uses
and purposes therein mentioned, and on oath stated that he was authorized to execute the-said instrument.

Witness my hand and official seal hereto affixed the day and year first above wrxtten '

Notary Seal:

Printed Name: :
Notary Public in and for the State of Washmgton
residing at;
My Commission Expires:

C:\DS Documents\PHD No. T'WMOB\Ground Lease for Cancer Care
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EXHIBIT G

" TENANT:
© "MV Investors, a Washington limited liability company

By DY /L»é.,,m N
Kr\ fé/ \lc/LlHS(M /Date/

[Printed Name].

STATE OF WASHINGTON " )
i S ) s,
COUNTY OF '< ST

On this day of i) oz Aéz{ VA7, before me, the undessigned, a Notary
Public, in jand for the state.of Washington, duly commissioned and sworn, personally appeared
T o kiiown to be the m,/{ AN /F P of MV Investors, a
Washington limited liability commpany, the-¢ompany that executed (the foregoing instrument, and
acknowledged the said instrument to.be the frés and voluntary act and deed of said limited Liability, for the
uses and purposes therein mentioned, and-oh oath stated that he/she was authorized 1o execute the said
nstrument and that the seal affixed is the seal of said Washington limited liability company.

Witness my hand and official seat he_reto"'afﬁxed the day and year first above written.

Notary Seal:

e /1
Prj . THELIe L oy il o
Notary Public in and for the Staie of Washington,
. residing at: gt ()Zj}f L,
“My Commisson Expires: . =z }!/ /¢ !7/‘? ?

1
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EXHIBIT D
TO
GROUND LEASE ESTOPPEL AND AGREEMENT

Tenant’s Limited Liability Company Agreement

A trué and énof_r__l:pl’é.t.c' copy of the Tenant’s Limited Liability Company Agreement (which
includes all amendmenits and supplements) is attached.
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