Summary of the Lease

Following is a summary of certain provisions of the Lease Agreement dated _____ __, 2002, between Broadway Office Properties, a Washington nonprofit corporation, as Landlord, and King County, Washington, as Tenant (the “Lease”).  The Lease provides for the lease of the Premises by the County for its use for until _______ __, 20__, unless sooner terminated pursuant to the provisions of the Lease.  The County will pay Monthly Rent to the Landlord, which amount will be used to pay the principal of and interest on the Bonds.  Upon the expiration of the Lease and the payment by the County of all amounts due thereunder, the County will become the owner of the Premises.

Term 

The Term of the Lease will commence on the date that the Lease is fully executed, acknowledged and delivered by Landlord and Tenant (the “Effective Date”) and will expire on ______ __, 20__ [approx. 28 years] (unless sooner terminated pursuant to the Lease)(the “Expiration Date”); The obligation of the Tenant to pay Rent will not commence until the date of Substantial Completion of the Project (the “Commencement Date”) and that obligation to pay Rent will continue for approximately 25 years.  All of the other terms of the Lease will be effective from and after the Effective Date, except as otherwise provided therein.

Rent

Monthly Rent. Commencing on the Commencement Date, Tenant will pay to Landlord without deduction, offset, prior notice or demand, in advance on the first day of each month during the Term an amount equal to Monthly Rent.  The Tenant has acknowledged that time is of the essence in payment in Monthly Rent since Landlord intends to use Monthly Rent to make principal and interest payments on the Bonds.

Additional Rent. The Tenant has also agreed to pay all Operating Costs, Taxes and Utilities (as such terms are defined in the Lease) from and after the Commencement Date of the Lease.  Until that time, such expenses, if any, will be paid by the Developer pursuant to the Development Agreement.  

Rent a General Obligation.  Tenant’s obligation to pay Rent constitutes a limited tax general obligation of the  Tenant.  In the Lease, the Tenant irrevocably covenants and agrees that it will include in its annual budget and levy taxes annually on all taxable property within King County, within and as a part of the tax levy permitted to Tenant without a vote of the electors, in amounts sufficient, together with all other money legally available therefor (including payments to Tenant from Harborview), to pay Monthly Rent and Additional Rent as the same shall become due.  The full faith, credit and resources of Tenant are irrevocably pledged for the annual levy and collection of such taxes and the prompt payment of such amounts. 

The Tenant has also agreed to pay the Landlord an asset management fee equal to one percent of the Monthly Rent payable under the Lease. 

Construction of the Project

The Landlord has agreed to use its reasonable best efforts to commence construction of the Project following receipt of the building permit and shall thereafter cause construction of the Project to be diligently and continuously prosecuted.  All work must be performed in a good and workmanlike manner, must be free of defects in the work and materials and must be constructed and in substantial accordance with the Contract Documents, the requirements of the Lease and Requirements of Law.  The Landlord shall use its reasonable best efforts to cause the Project to be Substantially Completed on or before twenty months following the commencement of construction.  The Lease includes provisions pertaining to the construction of the project, including, but not limited to, provisions with respect to (a) the construction schedule; (b) plans and specifications; (c) amounts budgeted for contingencies, enhancements and improvements; (d) the resolution of disputes; (e) permits; and (f) contracts.  

The Landlord intends to contract for the construction of the Project directly with the General Contractor and to cause the Developer to serve as construction manager in connection therewith pursuant to the provisions of the Development Agreement.

Savings. Any funds allocated to the Owner’s Contingency that  are not used in completion of the Project are allocated to the Landlord.  Of unused funds allocated to the Developer’s Contingency, 2/3 will be allocated to the Landlord.  The Landlord has agreed to direct the Trustee to apply such amounts in accordance with the Indenture.

Use

The Tenant intends to use the Premises for offices (up to 10,000 s.f. of the Premises for a medical clinic) or any other lawful use consistent with the provisions of the Lease (the “Permitted Use”).  The Tenant will have the right to enter into subleases, so long as the subleases do not threaten the tax exempt status of the bonds.  The Tenant’s use of the Premises must be in accordance with certain provisions of the lease, including: (a) maintenance of insurance; (b) compliance with applicable Laws; (c) refraining from use that would waste or damage the Premises, or be considered a nuisance; and (iv) refraining from any use that would violate any of the tax covenants of the Landlord.  

Insurance

During the Term of the Lease, the Landlord and the Tenant must each have in place general liability insurance to the limits specified in the Lease.  From and after the Commencement Date of the Lease or the installation of the Tenant’s personal property on the Premises, the Tenant (or Harborview) must insure such property.  From and after the Commencement Date of the Lease, the Tenant (or Harborview) must obtain and maintain on the Premises insurance policies of the type now known as “all risk” or “special cause of loss” property insurance including earthquake, flood and boiler and machinery insurance, in an amount equal to at least one hundred percent of the full replacement value of the Premises.  The Tenant (and Harborview) has reserved the right to self-insure for any general liability or personal property claims.  

Maintenance

Except as otherwise expressly provided in the Lease and in the Development Agreement and except for damage caused by the negligent acts or omissions of the Landlord, from and after the Commencement Date of the Lease, the Tenant is solely responsible for maintenance of the Premises.  The Lease requires Tenant to keep all parts of the Premises in good repair and condition, subject to ordinary wear and tear.  

Destruction

Prior to Commencement Date. Prior to the Commencement Date, the Landlord is obliged to insure the Premises or cause the Developer to insure the Premises against partial or total destruction during construction of the Project,

After Commencement Date.  In the event that the Premises are damaged or destroyed by fire or other casualty following the Commencement Date, the Lease does not terminate and there is no abatement of Monthly Rent or Additional Rent otherwise payable by Tenant, although Tenant may choose to use any insurance proceeds (or other funds available therefor) to defease or prepay Monthly Rent in accordance with the prepayment provisions of the Lease, 

Condemnation

Prior to Commencement Date.  If prior to the Commencement Date there is a taking or damaging of all or any portion of the Premises by the exercise of any governmental power, whether by legal proceedings or otherwise, by a governmental agency with jurisdiction over the Premises or a transfer by Landlord either under threat of condemnation or while legal proceedings for condemnation are pending (a “Condemnation”) such that there can be no reasonable use of the Premises by Tenant, as reasonably determined by Tenant, the Lease will terminate on the date the condemnor has the right to possession of the property being condemned.  The entire award with respect to a taking of the Premises (including Tenant’s leasehold estate under the Lease) will belong to Landlord but will be paid to Trustee.  The condemnation award will be used first, to effect an extraordinary redemption of the Bonds pursuant to the provisions of the Indenture and the remainder, if any, will be paid to Tenant.  

If prior to the Commencement Date there is a partial taking of a part of the Premises by Condemnation, and Tenant determines that a reasonable use can be made of the Premises then the condemnation proceeds will be paid to Trustee who will deposit said condemnation proceeds into the Project Fund established under the Indenture and will disburse such condemnation proceeds to Landlord from time to time to complete the Project.

After Commencement Date.  From and after the Commencement Date, if Tenant determines that Condemnation of the Premises renders the Premises unusable, Tenant shall defease its Rent obligations in accordance with the defeasance provisions of the Lease and the Lease will terminate.  If Tenant determines that Condemnation of the Premises permits a reasonable use of the Premises, the Lease will not terminate and there will be no abatement of Monthly Rent payable by Tenant.  Tenant may retain any condemnation proceeds or apply them to replace all or any portion of the Premises taken in the Condemnation.

Assignment and Subletting of Project 

Landlord will not assign its interest in the Lease or in the Premises (except to Trustee) without the prior written consent of Tenant [and the Bond Insurer] and any attempted assignment in violation of the consent requirements under this section of the Lease will be null and void and will constitute an event of default under the Indenture.  Other than as provided for in the Lease, the Tenant will not assign its interest in the Lease or in the Premises (except to another governmental agency or nonprofit corporation with the prior written consent of Landlord and, if applicable, the Bond Insurer).  Both such assignment and subletting is conditioned upon the receipt (by those parties designated in the Lease) of a written opinion from nationally recognized bond counsel that any such assignment by the Landlord of all or any portion of its interest in the Lease or the Premises or subletting of the Premises by the Tenant will not have an adverse effect on the tax exempt status of interest payable on the Bonds.

Defaults

The occurrence of any of the following will constitute an Event of Default by Tenant under the Lease:

Payment. Failure (a) to make any Monthly Rent payments due under the Lease if the failure to pay is not cured within seven days after written notice of such failure has been given by Trustee or Landlord to Tenant, or (b) failure to make any other payment required if the failure to pay is not cured within ten days after written notice of such failure has been given by Landlord to Tenant.

Other Failure to Perform. Failure to perform any other provision of the Lease if the failure to perform is not cured within 30 days after written notice of such default has been given by Landlord to Tenant.  If the default cannot reasonably be cured within 30 days, then Tenant will not be in default under the Lease if Tenant commences to cure the default within 30 days and diligently and in good faith continues to cure the default; provided, however, that if such default is of a nature such that it cannot be cured within 90 days Tenant will obtain the written approval of Landlord and the Trustee to continue its efforts to cure such default following the 90 cure period.

Remedies. If the Tenant commits a default and fails to cure such default within the time period provided above, then Landlord, by providing Tenant with ten days advance written notice, may terminate Tenant’s rights under the Lease, evict the Tenant and re-enter the Premises, but notwithstanding such re-entry by Landlord, Tenant’s obligation to pay Rent under the Lease will not be extinguished for the balance of the Term of the Lease. 
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