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CITY OF KIRKLAND 
City Manager's Office 
123 Fifth Avenue, Kirkland, WA  98033  425.587.3001 
www.kirklandwa.gov 

 
 
MEMORANDUM 
 
To: Kurt Triplett, City Manager 
 
From: Tracey Dunlap, Deputy City Manager of Operations 
 Chris Dodd, Facilities Services Manager 
 Andreana Campbell, Management Analyst 
  
Date: April 28, 2021 
 
Subject: PROPOSED LEASE OF REAL PROPERTY - 10829 NE 68th STREET 
 
 
RECOMMENDATION: 
 
That the City Council approve Resolution R-5474, authorizing the City Manager to execute a 
lease of real property as part of the Fire Proposition 1 Implementation Plan, providing travel 
time mitigation for Station 22’s service area while Station 22 in Houghton is renovated.  By 
approving the consent agenda, Council will be approving the resolution and authorizing the City 
Manager to execute the lease of the Longhouse Property at 10829 NE 68th Street in Houghton. 
 
BACKGROUND: 
 
Late in 2020, staff began evaluating potential sites for a temporary fire station to house 
Firefighter/EMTs while Stations 22 in Houghton and 26 in Rose Hill are renovated.  
Initially, staff were working through the logistics with the Washington State Department of 
Transportation (WSDOT) and King County Metro to build a temporary facility at the Houghton 
Park and Ride. TCA architects estimated a cost of roughly $3.2 million to permit, 
build, operate, and lease the land needed for this temporary fire station.  Due to a high 
estimated cost and the fact that this temporary facility would need to be demolished and the 
pavement restored after both stations’ renovations are complete, staff began looking at 
alternative, and more cost-effective options for a temporary station, such as purchasing or 
renting a house/commercial building and/or leasing space in an already existing 
commercial building.  
 
Currently, the team has identified space within the Rose Hill Plaza commercial building located 
at 12801 NE 85th Street in Rose Hill as a temporary station location as shown in the map at the 
top of the next page. While the Rose Hill Plaza lease is still being negotiated, staff is confident 
the City will be able to enter into a lease agreement for this property or another in a similar 
location and will return to Council for separate action to execute that lease. Given the distance 
of the Rose Hill Plaza property from Station 22, housing Station 22’s Firefighter/EMTs at this 
property or another similarly located property does impact response times to Station 22’s 
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area and would require mitigation strategies in order to maintain the current level of service to 
Station 22’s area while Station 22 is renovated.  
 

 
  
To mitigate the response time impacts on Station 22’s response area, staff will also be 
stationing a twelve-hour aid car during peak call hours from 0900 to 2100 (9:00am to 
9:00pm) at the Longhouse Offices located at 10829 NE 68th Street in Houghton (as shown in 
the map below). This location is very close to Station 22 to improve travel times while Station 
22 is being renovated. Staff is bringing this lease to Council first in order to secure the location 
effective May 1, 2021.  
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For the space required for the twelve-hour aid car, the estimated lease cost is expected to be 
less than $70,000.  The Fire Department will be staffing the twelve-hour aid car with overtime 
beginning March 1, 2022 for the duration of Station 22’s renovation, at an estimated cost 
of roughly $500,000. This amount assumes the use of overtime for all shifts.  But the Fire 
Department may be able to staff the aid car with current on-duty Firefighter/EMTs, offsetting 
some of the use of overtime by backfilling those positions with new Proposition 1 hires. This 
twelve-hour aid car would be in addition to a cross-staffed aid car and fire engine at the site of 
the future temporary station.  
  
Contingent on the outcome of the lease for the Rose Hill Plaza property, the total preliminary 
cost of leasing both properties and staffing the twelve-hour aid car during peak hours is 
estimated at $2.2 million, including a $280,000 contingency. This is a savings of $1 million from 
the preliminary estimates provided to the City from TCA Architects when evaluating the 
Houghton Park and Ride as the site of the temporary fire station. Should the City engage in a 
lease for the Rose Hill Plaza property, staff is recommending that the $1 million savings be set 
aside as a contingency for the fire station projects.  
 
Staff is in the process of finalizing lease negotiations with both property owners and a draft 
lease for the Longhouse Property is included as an attachment to the resolution. Staff will 
return to Council for separate action to execute a lease for the temporary fire station. 
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RESOLUTION R-5474 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF 
KIRKLAND AUTHORIZING THE CITY MANAGER TO EXECUTE A 
REAL PROPERTY LEASE AND LEASE AGREEMENT TO PROVIDE A 
TEMPORARY FIRE STATION IN A LOCATION THAT MAINTAINS 
CURRENT LEVELS OF SERVICE IN FIRE AND EMS RESPONSE 
TIMES WHILE STATION 22 IN HOUGHTON IS RENOVATED. 

WHEREAS, staff is currently negotiating leasing space 1 
within the Rose Hill Plaza commercial building located at 12801 2 
NE 85th Street as a temporary station location; and  3 

4 
WHEREAS, staff also recommends stationing a twelve-hour 5 

aid car during peak call hours at the Longhouse Offices located at 6 
10829 NE 68th Street in Houghton to maintain travel times while 7 
Station 22 is being renovated; and 8 

9 
WHEREAS, staff has negotiated the proposed Lease 10 

Agreement as provided in the attached Exhibits A for the total 11 
amount of less than $70,000 to lease the Longhouse Offices in 12 
Houghton; and  13 

14 
WHEREAS, staff is bringing this lease separate of the Rose 15 

Hill Plaza property lease in order to secure the location of the 16 
Longhouse Offices effective May 1, 2021, and 17 

18 
WHEREAS, contingent on the outcome of the lease for the 19 

Rose Hill Plaza property, the total preliminary cost of leasing both 20 
properties and staffing the twelve-hour aid car during peak hours 21 
is estimated at $2.2 million, including a $280,000 contingency, 22 
which is a savings of $1 million from the preliminary estimates for 23 
a temporary station. 24 

25 
NOW, THEREFORE, be it resolved by the City Council of the 26 

City of Kirkland as follows: 27 
28 

Section 1.  The City Manager is hereby authorized and 29 
directed to execute on behalf of the City of Kirkland a Real 30 
Property Lease and Lease Agreement for the property 31 
substantially similar to that attached to this Resolution as Exhibit 32 
A.  33 
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 Passed by majority vote of the Kirkland City Council in open 34 
meeting this 4th day of May, 2021. 35 
 36 
 Signed in authentication thereof this ____ day of 37 
__________, 2021.  38 
 39 
 40 
 41 
   _________________________________ 42 
    Penny Sweet, Mayor 43 
 44 
Attest: 45 
 46 
 47 
___________________________ 48 
Kathi Anderson, City Clerk 49 
 50 
 51 
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Wallace Properties, Inc.
330 112th Ave NE Ste #200
Bellevue, WA 98004
Phone: 425-455-9976
Fax: 425-646-3374

© Commercial Brokers
Association

ALL RIGHTS  RESERVED

Form:  MT-BY
Multi-Tenant Base Year Lease

Rev. 9/2020

LEASE AGREEMENT
(Multi -Tenant - Modified Gross (Base Year) Lease)

THIS LEASE AGREEMENT (“Lease”) is entered into and effective as of this  day of  , 20 21 between
 (“Tenant”).Howdy Partners III, L.P. , a(n) Municipal corporation organization under the laws of 

the State of Washington (“Landlord”), and City of Kirkland , a(n) Landlord and Tenant 
agree as follows:

1. LEASE SUMMARY.

a. Leased Premises. The leased commercial real estate (the “Premises”) i) consists of an agreed area of
approximately 577 rentable square feet and is outlined on the floor plan attached as Exhibit A; ii) is located
on the land legally described on attached Exhibit B; and iii) is commonly known as  Suite C  10829 NE
68th St (Longhouse Offices) , Kirkland , WA 98033 (insert suite number and address). The Premises do
not include, and Landlord reserves, the exterior walls and roof of the building in which the Premises are
located (the “Building”), the land beneath the Building, the pipes and ducts, conduits, wires, fixtures, and
equipment above the suspended ceiling; and the structural elements of the Building. The Building, the land
upon which it is situated, all other improvements located on such land, and all Common Areas appurtenant
to the Building are referred to as the “Property.” The Building and all other buildings on the Property as of
the date of this Lease consist of an agreed area of  5,733 rentable square feet.

b. Lease Commencement Date. The term of this Lease shall commence upon (check one):

Substantial completion of (choose one) Landlord’s Work, or Tenant’s Work as further described in
the attached Exhibit C (“Work Letter”), but in no event later than , 20 

X  May 1 , 20 21 SUBJECT TO VACATION OF EXISTING TENANT

(the “Commencement Date”).

c. Lease Termination Date. The term of this Lease shall terminate at midnight on the last day of the Twenty
Seventh (27th) full month following the Commencement Date or such earlier or later date as otherwise
provided in this Lease (the “Termination Date”). Tenant shall have no right or option to extend this Lease,
unless otherwise set forth in a rider attached to this Lease (e.g., Option to Extend Rider, CBA Form OR).

d. Base Rent. The monthly base rent shall be (check one):   $  , or X according to the Rent Rider
attached hereto (“Base Rent”). Rent shall be payable by wire transfer or at Landlord’s address shown in
Section 1(h) below, or such other place designated in writing by Landlord.

e. Prepaid Rent. Upon execution of this Lease, Tenant shall deliver to Landlord the sum of $ 1,634.83 as
prepaid Rent, to be applied to Rent due for the monthsMONTH   Thirteen (13) through  of the Lease.

f. Security Deposit. Upon execution of this Lease, Tenant shall deliver to Landlord the sum of $ 5,000.00 to
be held as a security deposit pursuant to Section 5 below. The security deposit shall be in the form of
(check one): X cash, check or wire transfer, or  letter of credit according to the Letter of Credit Rider
(CBA Form LCR) attached hereto.

g. Permitted Use. The Premises shall be used only for Fire and Emergency personel to stage and
respond to emergency response calls , subject to applicable zoning and other laws, and for no other
purpose without the prior written consent of Landlord (the “Permitted Use”).

h. Notice and Payment Addresses:
Landlord:
Howdy Partners III, L.P.
c/o Wallace Properties, Inc.
330 112th Ave NE Ste 200
Bellevue WA 98004
Email: jlottinville@wallaceproperties.com
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Tenant:
City of Kirkland

Email: 

i. Tenant’s Pro Rata Share.  Landlord and Tenant agree that Tenant’s “Pro Rata Share” is  10.1 %, based
on the ratio of the rentable area of the Premises stated in Section 1.a to the rentable area of all buildings on
the Property stated in Section 1.a. Tenant’s Base Rent and Pro Rata Share shall be proportionally adjusted
in the event of any adjustment to the Premises’, Building’s or Property’s rentable floor area either by
remeasurement, which measurement standard shall be selected by Landlord in its reasonable discretion, or
by physical change thereto.

2. PREMISES.

a. Lease of Premises.   Landlord leases to Tenant, and Tenant leases from Landlord, the Premises upon the
terms specified in this Lease.

b. Acceptance of Premises. Except as specified elsewhere in this Lease, Landlord makes no
representations or warranties to Tenant regarding the Premises, including the structural condition of the
Premises or the condition of all mechanical, electrical, and other systems on the Premises. Except for any
tenant improvements to be completed by Landlord as described in the Work Letter attached as Exhibit C
(“Landlord’s Work”), Tenant shall accept the Premises and its appurtenances in their respective AS-IS,
WHERE-IS condition, and shall further be responsible for performing any work necessary to bring the
Premises into a condition satisfactory to Tenant. By signing this Lease, Tenant acknowledges that it has
had an adequate opportunity to investigate the Premises; acknowledges responsibility for making any
corrections, alterations and repairs to the Premises (other than Landlord’s Work); and acknowledges that
the time needed to complete any such items shall not delay the Commencement Date.

c. Tenant Improvements. The Work Letter attached as Exhibit C sets forth all Landlord’s Work, if any, and
all tenant improvements to be completed by Tenant (“Tenant’s Work”), if any, that will be performed on the
Premises. Responsibility for design, payment and performance of all such work shall be as set forth in the
Work Letter.

3. TERM. The term of this Lease shall commence on the Commencement Date, and shall end on the
Termination Date, subject to any option to extend the term of this Lease set forth in a rider attached hereto (the
“Term”).

a. Early Possession. Tenant shall have reasonable access to the Premises during the   days ((0)
days if not filled in) preceding the Commencement Date for the sole purpose of installing Tenant’s
furniture, telecommunications, fixtures, telephone systems and computer cabling and the performance of
Tenant’s Work, if any. Such access shall be fully coordinated with Landlord in advance and Tenant shall
not interfere with Landlord’s Work. All of the terms and conditions of this Lease, including Tenant’s
insurance and indemnification obligations, shall apply during such time, except for payment of Base Rent.
If Landlord permits Tenant to possess and occupy the Premises prior to the Commencement Date
specified in Section 1, then such early occupancy shall not advance the Commencement Date or the
Termination Date set forth in Section 1.

b. Delayed Possession. Landlord shall act diligently to make the Premises available to Tenant; provided,
however, neither Landlord nor any agent or employee of Landlord shall be liable for any damage or loss
due to Landlord’s inability or failure to deliver possession of the Premises to Tenant as provided in this
Lease. If possession is delayed, the Commencement Date set forth in Section 1 shall also be delayed. If
Landlord does not deliver possession of the Premises to Tenant within  days ((60) days if not filled
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in) after the Commencement Date specified in Section 1 (check one):   Tenant may elect to cancel this
Lease by giving written notice to Landlord no later than  days ((10) days if not filled in) after such
time period ends, or   then all Base Rent and Additional Rent shall be abated for each one (1) day after
the Commencement Date during which possession of the Premises has not been delivered to Tenant. If
Tenant gives such notice of cancellation, as Tenant’s sole and exclusive remedy, the Lease shall be
cancelled, all prepaid Rent (as such term is defined below) and security deposits shall be refunded to
Tenant, and neither Landlord nor Tenant shall have any further obligations to the other.

Notwithstanding anything in this Paragraph 3(b) to the contrary, to the extent that the tenant improvements
are not sufficiently complete in time for the Tenant to occupy or take possession of the Premises on the
Commencement Date due to the failure of Tenant to fulfill any of its obligations under this Lease (“Tenant
Delays”), the Lease Term and Tenant’s obligation to submit Base Rent and Additional Rent shall
nevertheless commence on the Commencement Date set forth in Section 1, or upon the date that the
Commencement Date would have occurred but for the Tenant Delays. The first “Lease year” shall
commence on the Commencement Date and shall end on the date which is 12 months from the end of the
month in which the Commencement Date occurs. Each successive Lease year during the Term shall be
12 months, commencing on the first day following the end of the preceding Lease year.

4. RENT.

a. Payment of Rent.   Tenant shall pay Landlord without notice, demand, deduction or offset, in lawful money
of the United States, the monthly Base Rent stated in Section 1 in advance on or before the first day of
each month during the Term beginning on (check one): X the Commencement Date, or     (if no
date specified, then on the Commencement Date), and shall also pay any other additional payments,
including Operating Costs, due to Landlord (“Additional Rent” and together with Base Rent, “Rent”) when
required under this Lease. Payments for any partial month during the Term shall be prorated. All payments
due to Landlord under this Lease, including late fees and interest, shall also constitute Additional Rent,
and upon Tenant’s failure to pay any such costs, charges or expenses, Landlord shall have the same
rights and remedies as otherwise provided in this Lease for the failure of Tenant to pay Rent.

b. Base Year Lease. This Lease is what is commonly called a “Base Year” or “modified gross” Lease, which
means that the Base Rent paid by Tenant under this Lease includes Tenant’s Pro Rata Share of Operating
Costs for the calendar year in which the Commencement Date occurs (the “Base Year”). Landlord shall
receive all Base Rent free and clear of any and all other impositions, taxes, liens, charges or expenses of
any nature whatsoever in connection with the ownership and operation of the Premises. In addition to
Base Rent, Tenant shall pay to the parties respectively entitled thereto, or satisfy directly, all Additional
Rent, impositions, insurance premiums, repair and maintenance charges, and any other charges, costs,
obligations, liabilities, requirements, and expenses, including without limitation the Operating Costs
described in Section 8, which arise with regard to the Premises or may be contemplated under any other
provision of the Lease during its term, except for costs and expenses expressly made the obligation of
Landlord in this Lease.

c. Late Charges; Default Interest. If any sums payable by Tenant to Landlord under this Lease are not
received within five (5) business days after their due date, Tenant shall pay Landlord an amount equal to
the greater of $100 or 5% of the delinquent amount for the cost of collecting and handling such late
payment in addition to the amount due and as Additional Rent. All delinquent sums payable by Tenant to
Landlord and not paid within five (5) business days after their due date shall, at Landlord’s option, bear
interest at the rate of 15% per annum, or the highest rate of interest allowable by law, whichever is less
(the “Default Rate”). Interest on all delinquent amounts shall be calculated from the original due date to the
date of payment.

d. Less Than Full Payment.  Landlord’s acceptance of less than the full amount of any payment due from
Tenant shall not be deemed an accord and satisfaction or compromise of such payment unless Landlord
specifically consents in writing to payment of such lesser sum as an accord and satisfaction or
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compromise of the amount which Landlord claims. Any portion that remains to be paid by Tenant shall be
subject to the late charges and default interest provisions of this Section 4.

5. SECURITY DEPOSIT. Upon execution of this Lease, Tenant shall deliver to Landlord the security deposit
specified in Section 1 above. Landlord’s obligations with respect to the security deposit are those of a debtor
and not of a trustee, and Landlord may commingle the security deposit with its other funds. If Tenant defaults
in the performance of any covenant or condition of this Lease, Landlord shall have the right, but not the
obligation, to use or retain all or any portion of the security deposit for the payment of: (i) Base Rent, Additional
Rent, or any other sum as to which Tenant is in default; or (ii) the amount Landlord spends or may become
obligated to spend, or to compensate Landlord for any losses incurred by reason of Tenant’s default.. Tenant
acknowledges, however, that the security deposit shall not be considered as a measure of Tenant’s damages
in case of default by Tenant, and any payment to Landlord from the security deposit shall not be construed as
a payment of liquidated damages for Tenant’s default. If at any time during the Lease the security deposit
delivered by Tenant becomes insufficient to cover the amounts required under this Section 5, whether or not
due to Landlord’s application of all or a portion of the security deposit as contemplated by this Section, Tenant
shall, within five (5) days after written demand therefore by Landlord, deposit with Landlord an amount
sufficient to replenish the security deposit to the amount required in Section 1 above. If Tenant is not in default
of any covenant or condition of this Lease at the end of the Term, Landlord shall return any unused portion of
the security deposit without interest within 30 days after the surrender of the Premises by Tenant in the
condition required hereunder by Section 13 of this Lease.

6. USES. The Premises shall be used only for the Permitted Use, and for no other business or purpose without
the prior written consent of Landlord. Tenant shall not do or permit any act to be done on or around the
Premises that violates any law, ordinance, or governmental regulation or order or that will increase the existing
rate of insurance on the Premises, the Building, or the Property, or cause the cancellation of any insurance on
the Premises, the Building, or the Property. Tenant shall not commit or allow to be committed any waste upon
the Premises, or any public or private nuisance. Tenant shall not do or permit anything to be done on the
Premises, the Building, or the Property which will obstruct or interfere with the rights of other tenants or
occupants of the Property, or their employees, officers, agents, servants, contractors, customers, clients,
visitors, guests, or other licensees or invitees or to injure or annoy such persons.

7. COMPLIANCE WITH LAWS. Landlord represents to Tenant that, as of the Commencement Date, to
Landlord’s actual knowledge, but without duty of investigation, and with the exception of any Tenant’s Work,
the Premises comply with all applicable laws, rules, regulations, and orders, including without limitation, the
Americans With Disabilities Act, and Landlord shall be responsible to promptly cure at its sole cost any
noncompliance which existed on the Commencement Date. Tenant shall be responsible for complying with all
laws applicable to the Premises as a result of the Permitted Use, and Tenant shall be responsible for making
any changes or alterations as may be required by law, rule, regulation, or order for the Permitted Use at its
sole cost and expense. Otherwise, if changes or alterations are required by law, rule, regulation, or order
unrelated to the Permitted Use, Landlord shall make such changes and alterations at its expense.

8. OPERATING COSTS.

a. Definition.  As used herein, “Operating Costs” shall mean all costs of operating, maintaining and repairing
the Premises, the Building, and the Property, determined in accordance with generally accepted
accounting principles, and including without limitation the following: all taxes and assessments (including,
but not limited to, real and personal property taxes and assessments, local improvement district
assessments and other special purpose assessments, and taxes on rent or gross receipts); insurance
premiums paid by Landlord and (to the extent used) deductibles for insurance applicable to the Property;
water, sewer and all other utility charges (other than utilities separately metered and paid directly by
Tenant or other tenants); janitorial and all other cleaning services; refuse and trash removal; supplies,
materials, tools, and equipment used in the operation, repair, and maintenance of the Property;
refurbishing and repainting; carpet replacement; to the extent serving areas other than just the Premises,
heating, ventilation and air conditioning (“HVAC”) service, repair and replacement when necessary;

Page 4 of 28

I I I 
WALLACE 

PROPERTIES 



DRAFT

Wallace Properties, Inc.
330 112th Ave NE Ste #200
Bellevue, WA 98004
Phone: 425-455-9976
Fax: 425-646-3374

© Commercial Brokers
Association

ALL RIGHTS  RESERVED

Form:  MT-BY
Multi-Tenant Base Year Lease

Rev. 9/2020

LEASE AGREEMENT
(Multi -Tenant - Modified Gross (Base Year) Lease)

elevator service and repair and replacement of elevators when necessary; pest control; lighting systems,
fire detection and security services; landscape maintenance; management (fees and/or personnel costs);
parking lot, road, sidewalk and driveway patching, resurfacing and maintenance; snow and ice removal;
repair, maintenance, and, where reasonably required, replacement of signage; amortization of capital
improvements as Landlord may in the future install to comply with governmental regulations and rules or
undertaken in good faith with a reasonable expectation of reducing Operating Costs (the useful life of
which shall be a reasonable period of time as determined by Landlord); costs of legal services (except
those incurred directly relating to a particular occupant of the Building); and accounting services, labor,
supplies, materials and tools. Landlord and Tenant agree that if the Building is not 90% occupied during
any calendar year (including the Base Year, if applicable), on a monthly average, then those portions of
the Operating Costs that are driven by occupancy rates, as reasonably determined by Landlord, shall be
increased to reflect the Operating Costs of the Building as though it were 90% occupied and Tenant’s Pro
Rata Share of Operating Costs shall be based upon Operating Costs as so adjusted. Operating Costs
shall not include: Landlord’s income tax or general corporate overhead; depreciation or amortization on the
Building or equipment therein; loan or ground lease payments; real estate broker’s commissions; capital
improvements to or major repairs of the Building shell (i.e., the Building structure, exterior walls, roof, and
structural floors and foundations), except to the extent expressly permitted above; any costs regarding the
operation, maintenance and repair of the Premises, the Building, or the Property paid directly by Tenant or
other tenants in the Building or otherwise reimbursed to Landlord, or other cost for which another party is
required to pay Landlord (except as part of operating cost recoveries under other tenant leases) so that
Landlord shall not recover any item of cost more than once. If Tenant is renting a pad separate from any
other structures on the Property for which Landlord separately furnishes the services described in this
paragraph, then the term “Operating Costs” shall not include those costs of operating, repairing, and
maintaining the enclosed mall which can be separately allocated to the tenants of the other structures.
Operating Costs which cannot be separately allocated to the tenants of other structures may include but
are not limited to: insurance premiums; taxes and assessments; management (fees and/or personnel
costs); exterior lighting; parking lot, road, sidewalk and driveway patching, resurfacing and maintenance;
snow and ice removal; and costs of legal services and accounting services.

b. Type of Payment.  Commencing upon the first day of the first month following expiration of the Base Year
2021, as Additional Rent, Tenant shall pay to Landlord on the first day of each month with Tenant’s
payment of Base Rent, one-twelfth of the amount, if any, by which Tenant’s Pro Rata Share of Operating
Costs exceeds Tenant’s annualized Pro Rata Share of Operating Costs for the Base Year, which amount
is determined in the manner set forth in Section 8(c) below.

c. Method of Payment.  Tenant shall pay to Landlord the Operating Costs pursuant to the following
procedure:

i. Landlord shall provide to Tenant, on or before the Commencement Date, a good faith estimate of
annual Operating Costs for the Base Year. Landlord shall also provide to Tenant, as soon as possible
following the first day of each succeeding calendar year, a good faith estimate of Tenant’s annual Pro
Rata Share of Operating Costs for the then-current year.

ii. Each estimate of Tenant’s annual Pro Rata Share of Operating Costs determined by Landlord, as
described above, shall be divided into 12 equal monthly installments. Tenant shall pay to Landlord with
each monthly payment of Base Rent the amount, if any, by which such monthly installments of
Operating Costs exceed one twelfth of Tenant’s annualized Pro Rate Share of Operating Costs for the
Base Year. In the event the estimated amount of Tenant’s Pro Rata Share of Operating Costs has not
yet been determined for any calendar year, Tenant shall pay the monthly installment in the estimated
amount determined for the preceding calendar year until the estimate for the current calendar year has
been provided to Tenant. When the estimate for the current calendar year is received, Tenant shall
then pay any shortfall or receive a credit for any surplus for the preceding months of the current
calendar year and shall, thereafter, make the monthly installment payments in accordance with the
current estimate.
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iii. As soon as reasonably possible following the end of each calendar year of the Term, Landlord shall
provide to Tenant a statement (the “Operating Costs Statement”) setting forth the amount of Operating
Costs actually incurred and the amount of Tenant’s Pro Rata Share of Operating Costs actually
payable by Tenant with respect to such calendar year. In the event the amount of Tenant’s Pro Rata
Share of Operating Costs exceeds the sum of the monthly installments actually paid by Tenant for
such calendar year, Tenant shall pay to Landlord the difference within 30 days following receipt of the
Operating Costs Statement. In the event the sum of the monthly installments actually paid by Tenant
for such calendar year exceeds the amount of Tenant’s Pro Rata Share of Operating Costs actually
due and owing, the difference shall be applied as a credit to Tenant’s future Pro Rata Share of
Operating Costs payable by Tenant pursuant to this Section, or if the Term has expired, the excess
shall be refunded to Tenant within 30 days after delivery of such Operating Costs Statement.

iv. If Tenant disputes any amount shown on the Operating Costs Statement, Tenant may audit at its
expense Landlord’s books and records for the calendar year covered by such Operating Costs
Statement upon written notice to Landlord given within 90 days after Tenant’s receipt of such
Operating Costs Statement. If Tenant fails to provide notice of dispute within such 90 day period, the
Operating Costs Statement shall be final and conclusive. Any audit conducted by Tenant shall be
completed within 60 days after Tenant’s request therefor. If Landlord concurs with the audit results,
and (x) if the audit reveals that Tenant’s Pro Rata Share of Operating Costs exceeds the sum of the
monthly installments actually paid by Tenant for such calendar year, Tenant shall pay to Landlord the
difference within 30 days following completion of the audit; or (y) if the audit reveals that the sum of
the monthly installments actually paid by Tenant for such calendar year exceeds the amount of
Tenant’s Pro Rata Share of Operating Costs actually due and owing, the difference shall be applied
as a credit to Tenant’s future Pro Rata Share of Operating Costs payable by Tenant pursuant to this
Section, or if the term has expired, the excess shall be refunded to Tenant within 30 days after
completion of the audit. If Landlord does not concur with the results of Tenant’s audit, the parties shall
within twenty (20) days thereafter agree on a neutral auditor who shall complete an audit within thirty
(30) days after selection, and the decision of the neutral auditor shall be binding on the parties. The
parties shall share evenly in the costs of any such neutral auditor. Landlord and Tenant shall
cooperate as may be reasonably necessary in order to facilitate the timely completion of any audit.
Nothing in this Section shall in any manner modify Tenant’s obligations to make payments as and
when provided under this Lease.

9. UTILITIES AND SERVICES. Landlord shall provide the Premises the following services for the Premises (7)
days per week, (24) hours per day, the cost of which shall be included in the Operating Costs to the extent not
separately metered to and exclusively serving the Premises (with the costs of such separately metered
services to be directly billed to and paid by Tenant): (check all that apply) X water; X electricity; X sewer; X
trash and/or recycling removal; X HVAC from  7 a.m. to  6 p.m. Monday through Friday;  8 a.m. to  1 p.m. on
Saturday; and   a.m. to   p.m. on Sunday;  X janitorial service in the Premises and Building
nights ((5) nights if not filled in) each week, exclusive of holidays. HVAC services will also be provided by
Landlord to the Premises during additional hours on reasonable notice to Landlord, at Tenant’s sole cost and
expense, at an hourly rate reasonably established by Landlord from time to time and payable by Tenant, as
and when billed, as Additional Rent. Notwithstanding the foregoing, if Tenant’s use of the Premises incurs
utility service charges which are above those usual and customary for the Permitted Use, Landlord reserves
the right to require Tenant to pay a reasonable additional charge for such usage. Landlord shall not be liable
for any loss, injury or damage to person or property caused by or resulting from any variation, interruption, or
failure of utilities due to any cause whatsoever, and Rent shall not abate as a result thereof.

Tenant shall furnish all other utilities (including, but not limited to, telephone, internet, and cable service if
available) and other services which Tenant requires with respect to the Premises, and shall pay, at Tenant’s
sole expense, the cost of all utilities separately metered to the Premises, and of all other utilities and other
services which Tenant requires with respect to the Premises, except those to be provided by Landlord and
included in Operating Expenses as described above.
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10. TAXES AND ASSESSMENTS. Tenant shall pay all taxes, assessments, liens and license fees (“Taxes”)
levied, assessed or imposed by any authority having the direct or indirect power to tax or assess any such
liens, related to or required by Tenant’s use of the Premises as well as all Taxes on Tenant’s personal
property located on the Premises. Landlord shall pay all taxes and assessments with respect to the Property,
all of which shall be included in Operating Costs and subject to partial reimbursement by Tenant as set forth
in Section 8.

11. COMMON AREAS.

a. Definition. The term “Common Areas” means all areas, facilities and building systems that are provided
and designated from time to time by Landlord for the general non-exclusive use and convenience of
Tenant and other tenants of the Property and which are not leased or held for the exclusive use of a
particular tenant. To the extent that such areas and facilities exist within the Property, Common Areas
include hallways, entryways, stairs, elevators, driveways, walkways, terraces, docks, loading areas,
restrooms, trash facilities, parking areas and garages, roadways, pedestrian sidewalks, landscaped areas,
security areas, lobby or mall areas, common HVAC systems, common electrical service, equipment and
facilities, and common mechanical systems, equipment and facilities. Tenant shall comply with, and shall
use commercially reasonable efforts to cause its employees, officers, agents, servants, contractors,
customers, clients, visitors, guests, or other licensees or invitees to comply with, reasonable rules and
regulations concerning the use of the Common Areas adopted by Landlord from time to time, and shall not
interfere with the use of Common Areas by others. Without advance notice to Tenant and without any
liability to Tenant, Landlord may change the size, use, or nature of any Common Areas, erect
improvements on the Common Areas or convert any portion of the Common Areas to the exclusive use of
Landlord or selected tenants, so long as Tenant is not thereby deprived of the substantial benefit of the
Premises. Landlord reserves the use of exterior walls and the roof of the Building and other improvements
at the Property, and the right to install, maintain, use, repair and replace pipes, ducts, conduits, and wires
leading through the Premises in areas which will not materially interfere with Tenant’s use thereof.

b. Use of the Common Areas.  Tenant shall have the non-exclusive right, in common with such other
tenants of the Property to whom Landlord has granted or may grant such rights, to use the Common
Areas.

c. Maintenance of Common Areas.  Landlord shall maintain the Common Areas in good order, condition
and repair. This maintenance cost shall be includable in Operating Costs pursuant to Section 8. In
performing such maintenance, Landlord shall use commercially reasonable efforts to minimize interference
with Tenant’s use and enjoyment of the Premises.

12. ALTERATIONS. Tenant may make alterations, additions or improvements to the Premises (the “Alterations”),
only with the prior written consent of Landlord, which consent, with respect to Alterations not affecting the
structural components of the Premises or utility systems therein or for which the aggregate cost and expense
does not exceed $10,000, shall not be unreasonably withheld, conditioned, or delayed.Landlord shall have 30
days following Tenant’s request for Landlord’s consent to any Alterations to respond to such request,
provided that Tenant’s request includes the name of Tenant’s contractors and reasonably detailed plans and
specifications therefor. The term “Alterations” shall not include: (i) any of Tenant’s Work approved by
Landlord pursuant to Exhibit C, (ii) Tenant’s Signage (as further provided in Section 15), or (iii) the installation
of shelves, movable partitions, Tenant’s equipment and trade fixtures that may be installed and removed
without damaging existing improvements or the structural integrity of the Premises, the Building, or the
Property. Tenant shall perform all work at Tenant’s expense and in compliance with all applicable laws and
shall complete all Alterations in accordance with plans and specifications approved by Landlord, using
contractors approved by Landlord, and in a manner so as not to unreasonably interfere with other tenants.
Tenant shall pay when due, or furnish a bond for payment of (as set forth in Section 20), of all claims for labor
or materials furnished to or for Tenant at or for use in the Premises, which claims are or may be secured by
any mechanics’ or materialmens’ liens against the Premises or the Property or any interest therein. Except as
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otherwise provided in the Work Letter attached as Exhibit C with respect to Tenant’s Work, any
improvements installed as part of Tenant Work’s or Alterations performed or caused to be performed by
Tenant (check one):  shall become the property of Landlord, or  shall be removed by Tenant at its sole
cost and expense upon the expiration or earlier termination of the Term (unless Landlord conditioned its
consent in writing upon Tenant leaving a specified Alteration at the Premises, in which case Tenant shall not
remove such Alteration, and it shall become Landlord’s property). Tenant shall immediately repair any
damage to the Premises caused by removal of improvements performed as part of Tenant’s Work and/or
Alterations.

13. REPAIRS AND MAINTENANCE; SURRENDER. Tenant shall, at its sole cost and expense, maintain the
entire Premises in good condition and promptly make all non-structural repairs and replacements necessary
to keep the Premises safe and in good condition, including all HVAC components and other utilities and
systems to the extent exclusively serving the Premises. Landlord shall maintain and repair the Building
structure, foundation, subfloor, exterior walls, roof structure and surface, and HVAC components and other
utilities and systems to the extent serving more than just the Premises, and the Common Areas, the costs of
which shall be included as Operating Costs unless otherwise expressly excluded pursuant to Section 8(a).
Tenant shall not damage any demising wall or disturb the structural integrity of the Premises, the Building, or
the Property and shall promptly repair any damage or injury done to any such demising walls or structural
elements caused by Tenant or its employees, officers, agents, servants, contractors, customers, clients,
visitors, guests, or other licensees or invitees. Notwithstanding anything in this Section to the contrary,
Tenant shall not be responsible for any repairs to the Premises made necessary by the negligence or willful
misconduct of Landlord or its employees, officers, agents, servants, contractors, customers, clients, visitors,
guests, or other licensees or invitees therein. If Tenant fails to perform Tenant’s obligations under this
Section, Landlord may at Landlord’s option enter upon the Premises after 10 days’ prior notice to Tenant and
put the same in good order, condition and repair and the cost thereof, together with interest thereon at the
default rate set forth in Section 4, shall be due and payable as Additional Rent to Landlord together with
Tenant’s next installment of Base Rent. Upon expiration or earlier termination of the Term, Tenant shall
promptly and peacefully surrender the Premises to Landlord, together with all keys, in materially as good
condition as when received by Tenant from Landlord or as thereafter improved (but subject to any obligations
to remove any Tenant’s Work and Alterations and/or restore the same as further provided in this Lease),
reasonable wear and tear and insured casualty excepted.

14. ACCESS AND RIGHT OF ENTRY. After 24 hours’ notice from Landlord (except in cases of emergency,
when no notice shall be required), Tenant shall permit Landlord and its agents, employees and contractors to
enter the Premises at all reasonable times to make repairs, inspections, alterations or improvements,
provided that Landlord shall use reasonable efforts to minimize interference with Tenant’s use and enjoyment
of the Premises. This Section shall not impose any repair or other obligation upon Landlord not expressly
stated elsewhere in this Lease. After reasonable notice to Tenant, Landlord shall have the right to enter the
Premises for the purpose of (a) showing the Premises to prospective purchasers or lenders at any time, and
to prospective tenants within 180 days prior to the expiration or sooner termination of the Term; and (b)
posting “for lease” signs within 180 days prior to the expiration or sooner termination of the Term.

15. SIGNAGE. Tenant shall obtain Landlord’s written consent as to size, location, materials, method of
attachment, and appearance, before installing any signs upon the Premises. Tenant shall install and maintain
any approved signage (“Signage”) at Tenant’s sole expense and in compliance with all applicable laws.
Unless as otherwise provided in Exhibit C with respect to any Tenant Work, any Signage installed by Tenant
shall be removed from the Premises, Building and Property at Tenant’s expense upon the expiration or earlier
termination of the Lease term. Tenant shall not damage or deface the Premises in installing or removing
Signage and shall repair any injury or damage to the Premises caused by such installation or removal.

16. DESTRUCTION OR CONDEMNATION.

a. Damage and Repair. If the Premises or the portion of the Building or the Property necessary for Tenant’s
occupancy are partially damaged by fire or other insured casualty but not rendered untenantable, then
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Landlord shall diligently restore the Premises and the portion of the Property necessary for Tenant’s
occupancy to the extent required below and this Lease shall not terminate. Tenant may, however,
terminate the Lease if Landlord is unable to restore the Premises within six (6) months of the casualty
event by giving 20 days written notice of termination.

The Premises or the portion of the Building or the Property necessary for Tenant’s occupancy shall not be
deemed untenantable if 25% or less of each of those areas are damaged. If insurance proceeds are not
available or are not sufficient to pay the entire cost of restoring the Premises, or if Landlord’s lender does
not permit all or any part of the insurance proceeds to be applied toward restoration, then Landlord may
elect to terminate this Lease and keep the insurance proceeds, by notifying Tenant within 60 days of the
date of such casualty.

If the Premises, the portion of the Building or the Property necessary for Tenant’s occupancy, or 50% or
more of the rentable area of the Property are entirely destroyed, or partially damaged and rendered
untenantable, by fire or other casualty, Landlord may, at its option: (a) terminate this Lease as provided
herein, or (b) restore the Premises and the portion of the Property necessary for Tenant’s occupancy to
their previous condition to the extent required below; provided, however, if such casualty event occurs
during the last six (6) months of the Term (after considering any option to extend the term timely exercised
by Tenant) then either Tenant or Landlord may elect to terminate the Lease. If, within 60 days after receipt
by Landlord from Tenant of written notice that Tenant deems the Premises or the portion of the Property
necessary for Tenant’s occupancy untenantable, Landlord fails to notify Tenant of its election to restore
those areas, or if Landlord is unable to restore those areas within six (6) months of the date of the casualty
event, then Tenant may elect to terminate the Lease upon 20 days’ notice to Landlord unless Landlord,
within such 20 day period, notifies Tenant that it will in fact restore the Premises or actually completes
such restoration work to the extent required below, as applicable.

If Landlord restores the Premises or the Property under this Section, Landlord shall proceed with
reasonable diligence to complete the work, and Base Rent shall be abated in the same proportion as the
untenantable portion of the Premises bears to the whole Premises, provided that there shall be a Base
Rent abatement only if the damage or destruction of the Premises or the Property did not result from, or
was not contributed to directly or indirectly by the act, fault or neglect of Tenant, or Tenant’s employees,
officers, agents, servants, contractors, customers, clients, visitors, guests, or other licensees or invitees.
No damages, compensation or claim shall be payable by Landlord for inconvenience, loss of business or
annoyance directly, incidentally or consequentially arising from any repair or restoration of any portion of
the Premises or the Property. Landlord shall have no obligation to carry insurance of any kind for the
protection of Tenant; any Alterations or improvements paid for by Tenant; any Tenant’s Work identified in
Exhibit C (regardless of who may have completed them); Signage; Tenant’s furniture; or on any fixtures,
equipment, improvements or appurtenances of Tenant under this Lease, and Landlord’s restoration
obligations hereunder shall not include any obligation to repair any damage thereto or replace the same.

b. Condemnation. If the Premises, the portion of the Building or the Property necessary for Tenant’s
occupancy, or 50% or more of the rentable area of the Property are made untenantable by eminent
domain, or conveyed under a threat of condemnation, this Lease shall terminate at the option of either
Landlord or Tenant as of the earlier of the date title vests in the condemning authority or the condemning
authority first has possession of the Premises or the portion of the Property taken by the condemning
authority. All Rents and other payments shall be paid to that date.

If the condemning authority takes a portion of the Premises or of the Building or the Property necessary for
Tenant’s occupancy that does not render them untenantable, then this Lease shall continue in full force
and effect and Rent shall be equitably reduced based on the proportion by which the floor area of any
structures is reduced. The reduction in Rent shall be effective on the earlier of the date the condemning
authority first has possession of such portion or title vests in the condemning authority. The Premises or
the portion of the Building or the Property necessary for Tenant’s occupancy shall not be deemed
untenantable if 25% or less of each of those areas are condemned. Landlord shall be entitled to the entire
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award from the condemning authority attributable to the value of the Premises, the Building or the Property
and Tenant shall make no claim for the value of its leasehold estate, Tenant’s Work or Alterations. Tenant
shall be permitted to make a separate claim against the condemning authority for moving expenses,
provided that in no event shall Tenant’s claim reduce Landlord’s award.

17. INSURANCE.

a. Tenant’s Liability Insurance. During the Term, Tenant shall pay for and maintain commercial general 
liability insurance with broad form property damage and contractual liability endorsements. This policy shall 
(i) contain an endorsement identifying Landlord, its property manager (if any), and other parties designated 
by Landlord, as additional insureds using an endorsement form acceptable to Landlord, (ii) insure Tenant’s 
activities and those of Tenant’s employees, officers, agents, servants, contractors, customers, clients, 
visitors, guests, or other licensees or invitees with respect to the Premises against loss, damage or liability 
for personal injury or bodily injury (including death) or loss or damage to property with a combined single 
limit of not less than $2,000,000 per occurrence, and a deductible of not more than
$10,000, and (iii) contain a provision requiring the insurer to deliver or mail written notice of cancellation to 
the named insureds at least 45 days before the effective date of the cancellation. Tenant’s insurance will 
be primary and noncontributory with any liability insurance carried by Landlord. Landlord may also require 
Tenant to obtain and maintain at Tenant’s sole cost business income coverage for at least 6 months, 
business auto liability coverage, and, if applicable to Tenant’s Permitted Use, liquor liability insurance and/
or warehouseman’s coverage.

b. Tenant’s Property Insurance. During the Term, Tenant shall pay for and maintain special form clauses of 
loss coverage property insurance (with coverage for earthquake if required by Landlord’s lender and, if the 
Premises are situated in a flood plain, flood damage) for all of Tenant’s personal property, fixtures and 
equipment, Tenant’s Work, and Alterations in the amount of their full replacement value, with a deductible 
of not more than $10,000.

c. Miscellaneous. Tenant is self insured through the WCIA.  Tenant’s insurance required under this Section 
shall be with companies rated A-/VII or better in Best’s Insurance Guide, and which are admitted in the 
State of Washington. No insurance policy shall be cancelled or reduced in coverage and each such policy 
shall provide that it is not subject to cancellation or a reduction in coverage except after 30 days prior 
written notice to Landlord. Tenant shall deliver to Landlord, prior to Tenant’s first taking possession of or 
occupying the Premises, and from time to time thereafter, copies of the insurance policies or evidence of 
insurance and copies of endorsements required by this Section. In no event shall the limits of such policies 
be considered as limiting the liability of Tenant under this Lease. If Tenant fails to acquire or maintain any 
insurance or provide any policy or evidence of insurance required by this Section, and such failure 
continues for three (3) days after notice from Landlord, Landlord may, but shall not be required to, obtain 
such insurance for Landlord’s benefit and Tenant shall reimburse Landlord for the costs of such insurance 
upon demand. Such amounts shall be Additional Rent payable by Tenant hereunder and in the event of 
non-payment thereof, Landlord shall have the same rights and remedies with respect to such non-payment 
as it has with respect to any other non-payment of Rent hereunder.

d. Landlord’s Insurance. Landlord shall carry special form clauses of loss coverage property insurance of 
the Building shell and core in the amount of their full replacement value, liability insurance with respect to 
the Common Areas, and such other insurance of such types and amounts as Landlord, in its discretion, 
shall deem reasonably appropriate. The cost of any such insurance shall be included in Operating Costs, 
and if such insurance is provided by a “blanket policy” insuring other parties or locations in addition to the 
Building, then only the portion of the premiums allocable to the Building and Property shall be included in 
Operating Costs.

e. Waiver of Subrogation. Notwithstanding any other provision of this Lease to the contrary, Landlord and 
Tenant hereby release each other and any other tenant, their agents or employees, from responsibility for, 
and waive their entire claim of recovery for any loss or damage arising from any cause covered by
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insurance required to be carried or otherwise carried by each of them. Each party shall provide notice to
the insurance carrier or carriers of this mutual waiver of subrogation, and shall cause its respective
insurance carriers to waive all rights of subrogation against the other. This waiver shall not apply to the
extent of the deductible amounts to any such policies or to the extent of liabilities exceeding the limits of
such policies.

18. INDEMNIFICATION.

a. Indemnification by Tenant. Tenant shall defend, indemnify, and hold Landlord and its property manager 
(if any) harmless against all liabilities, damages, costs, and expenses, including attorneys’ fees, for 
personal injury, bodily injury (including death) or property damage arising from any negligent or willfull act 
or omission of Tenant or Tenant’s employees, officers, agents, servants, contractors, customers, clients, 
visitors, guests, or other licensees or invitees on or around the Premises or the Property, or arising from 
any breach of this Lease by Tenant. 

b. Indemnification by Landlord. Landlord shall defend, indemnify and hold Tenant harmless against all 
liabilities, damages, costs, and expenses, including attorneys’ fees, for personal injury, bodily injury
(including death) or property damage arising from any GROSSLY negligent or wrongfulWILLFUL act or 
omission of Landlord or Landlord’s employees, officers, agents, servants, contractors, customers, clients, 
visitors, guests, or other licensees or invitees on or around the Premises or the Property, or arising from 
any breach of this Lease by Landlord. 

c. Waiver of Immunity. Landlord and Tenant each specifically and expressly waive any immunity that each 
may be granted under the Washington State Industrial Insurance Act, Title 51 RCW. Neither party’s 
indemnity obligations under this Lease shall be limited by any limitation on the amount or type of damages, 
compensation, or benefits payable to or for any third party under the Worker Compensation Acts, Disability 
Benefit Acts or other employee benefit acts.

d. Exemption of Landlord from Liability. Except to the extent of claims arising out of Landlord’s gross 
negligence or intentional misconduct, Landlord shall not be liable for injury to Tenant’s business or assets 
or any loss of income therefrom or for damage to any property of Tenant or of its employees, officers, 
agents, servants, contractors, customers, clients, visitors, guests, or other licensees or invitees, or any 
other person in or about the Premises or the Property.

e. Survival. The provisions of this Section 18 shall survive expiration or termination of this Lease.

19. ASSIGNMENT AND SUBLETTING. Tenant shall not assign, sublet, mortgage, encumber or otherwise 
transfer any interest in this Lease (collectively referred to as a “Transfer”) or any part of the Premises, without 
first obtaining Landlord’s written consent, which shall not be unreasonably withheld, conditioned, or delayed. 
No Transfer shall relieve Tenant of any liability under this Lease notwithstanding Landlord’s consent to such 
Transfer. Consent to any Transfer shall not operate as a waiver of the necessity for Landlord’s consent to any 
subsequent Transfer. In connection with each request for consent to a Transfer, Tenant shall pay the 
reasonable cost of processing the same, including attorneys’ fees, upon demand of Landlord, up to a 
maximum of $1,250.
Any transfer of this Lease by merger, consolidation, redemption or liquidation of Tenant, or any change in the 
ownership of, or power to vote, which singularly or collectively represents a majority of the beneficial interest 
in Tenant, shall constitute a Transfer under this Section.
As a condition to Landlord’s approval, if given, any potential assignee or sublessee otherwise approved by 
Landlord shall assume all obligations of Tenant under this Lease and shall be jointly and severally liable with 
Tenant and any guarantor for the payment of Rent and performance of all obligations of Tenant under this
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Lease. In connection with any Transfer, Tenant shall provide Landlord with copies of all assignments,
subleases and assumption agreements and related documents.

20. LIENS.  Tenant is not authorized to subject the Landlord’s assets to any liens or claims of lien. Tenant shall
keep the Property and Premises free from any liens created by or through Tenant. Tenant shall indemnify,
defend, and hold Landlord and the Property and Premises harmless from liability for any such liens including,
without limitation, liens arising from any of Tenant’s Work or Alterations. If a lien is filed against the Premises
by any person claiming by, through or under Tenant, Tenant shall have the right to contest the correctness or
validity of the lien, provided, however, within 10 days after Landlord’s demand, at Tenant’s expense, Tenant
shall either remove the lien or procure and record a lien release bond issued by a surety satisfactory to
Landlord in form and amount sufficient to satisfy statutory requirements for satisfaction and release of the
subject lien(s) from the Premises and Property. Tenant shall indemnify Landlord and the Premises and
Property from and against all liabilities, costs and expenses, including attorneys’ fees, which Landlord could
reasonably incur as a result of such lien.

21. DEFAULT. Each of the following events shall be an “Event of Default” by Tenant under this Lease:

a. Failure To Pay. Failure by Tenant to pay any sum, including Rent, due under this Lease following five (5)
days’ notice from Landlord of the failure to pay.

b. Vacation/Abandonment. Vacation by Tenant of the Premises (defined as an absence for at least 15
consecutive days without prior notice to Landlord), or abandonment by Tenant of the Premises (defined as
an absence of five (5) days or more while Tenant is in breach of some other term of this Lease). Tenant’s
vacation or abandonment of the Premises shall not be subject to any notice or right to cure.

c. Insolvency. Tenant’s insolvency or bankruptcy (whether voluntary or involuntary); or appointment of a
receiver, assignee or other liquidating officer for Tenant’s business; provided, however, that in the event of
any involuntary bankruptcy or other insolvency proceeding, the existence of such proceeding shall
constitute an Event of Default only if such proceeding is not dismissed or vacated within 60 days after its
institution or commencement.

d. Levy or Execution. The taking of Tenant’s interest in this Lease or the Premises, or any part thereof, by
execution or other process of law directed against Tenant, or attachment of Tenant’s interest in this Lease
by any creditor of Tenant, if such attachment is not discharged within 15 days after being levied.

e. Other Non-Monetary Defaults. The breach by Tenant of any agreement, term or covenant of this Lease
other than one requiring the payment of money and not otherwise enumerated in this Section or elsewhere
in this Lease, which breach continues for a period of 30 days after notice by Landlord to Tenant of the
breach, provided that, if the nature of such default is such that it cannot be cured within such 30 day
period, no Event of Default shall occur so long as Tenant commences such cure within 30 days of notice
by Landlord and diligently pursues such cure to completion, but in no event longer than 60 days from the
date of Landlord’s notice.

f. Failure to Take Possession.  Failure by Tenant to take possession of the Premises on the
Commencement Date following five (5) days’ notice from Landlord of Tenant’s failure to take possession.

Landlord shall not be in default unless Landlord fails to perform obligations required of Landlord within 30
days after notice by Tenant to Landlord, provided that, if the nature of such default is that it cannot be cured
within such 30 day period, Landlord shall not be in default if Landlord commences such cure within 30 days of
notice by Tenant and diligently pursues such cure to completion. If Landlord fails to cure any such default
within the allotted time, Tenant’s sole remedy shall be to seek actual money damages (but not consequential
or punitive damages) for loss arising from Landlord’s failure to discharge its obligations under this Lease.
Nothing herein contained shall relieve Landlord from its duty to perform any of its obligations to the standard
prescribed in this Lease.
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Any notice periods granted herein shall be deemed to run concurrently with and not in addition to any default
notice periods required by law.

22. REMEDIES. Landlord shall have the following remedies upon an Event of Default. Landlord’s rights and
remedies under this Lease shall be cumulative and not exclusive.

a. Termination of Lease.  Landlord may terminate Tenant’s interest under the Lease, but no act by Landlord
other than notice of termination from Landlord to Tenant shall terminate this Lease. The Lease shall
terminate on the date specified in the notice of termination. Upon termination of this Lease, Tenant will
remain liable to Landlord for damages in an amount equal to Rent and other sums that would have been
owing by Tenant under this Lease for the balance of the Term, less the net proceeds, if any, of any
reletting of the Premises by Landlord subsequent to the termination, after deducting all of Landlord’s
Reletting Expenses (as defined below). Landlord shall be entitled to either collect damages from Tenant
monthly on the days on which Rent or other amounts would have been payable under the Lease, or
alternatively, Landlord may accelerate Tenant’s obligations under the Lease and recover from Tenant: (i)
unpaid Rent which had been earned at the time of termination; (ii) the amount by which the unpaid Rent
which would have been earned after termination until the time of award exceeds the amount of Rent loss
that Tenant proves could reasonably have been avoided; (iii) the amount by which the unpaid Rent for the
balance of the term of the Lease after the time of award exceeds the amount of Rent loss that Tenant
proves could reasonably be avoided (discounting such amount by the discount rate of the Federal Reserve
Bank of San Francisco at the time of the award, plus 1%); and (iv) any other amount necessary to
compensate Landlord for all the detriment proximately caused by Tenant’s failure to perform its obligations
under the Lease, or which in the ordinary course would be likely to result from the Event of Default,
including without limitation Reletting Expenses described below.

b. Re-Entry and Reletting.  Landlord may continue this Lease in full force and effect, and without demand
or notice, re-enter and take possession of the Premises or any part thereof, expel the Tenant from the
Premises and anyone claiming through or under the Tenant, and remove the personal property of either.
Landlord may relet the Premises, or any part of them, in Landlord’s or Tenant’s name for the account of
Tenant, for such period of time and at such other terms and conditions as Landlord, in its discretion, may
determine. Landlord may collect and receive the rents for the Premises. To the fullest extent permitted by
law, the proceeds of any reletting shall be applied: first, to pay Landlord all Reletting Expenses (defined
below); second, to pay any indebtedness of Tenant to Landlord other than Rent; third, to the Rent due and
unpaid hereunder; and fourth, the residue, if any, shall be held by Landlord and applied in payment of
other or future obligations of Tenant to Landlord as the same may become due and payable, and Tenant
shall not be entitled to receive any portion of such revenue. Re-entry or taking possession of the Premises
by Landlord under this Section shall not be construed as an election on Landlord’s part to terminate this
Lease, unless a notice of termination is given to Tenant. Landlord reserves the right following any re-entry
or reletting, or both, under this Section to exercise its right to terminate the Lease. Tenant will pay Landlord
Rent and other sums which would be payable under this Lease if repossession had not occurred, less the
net proceeds, if any, after reletting the Premises and after deducting Landlord’s Reletting Expenses.
“Reletting Expenses” is defined to include all expenses incurred by Landlord in connection with reletting
the Premises, including without limitation, all repossession costs, brokerage commissions and costs for
securing new tenants, attorneys’ fees, remodeling and repair costs, costs for removing persons or
property, costs for storing Tenant’s property and equipment, and costs of tenant improvements and rent
concessions granted by Landlord to any new Tenant, prorated over the life of the new lease.

c. Waiver of Redemption Rights.  Tenant, for itself, and on behalf of any and all persons claiming through
or under Tenant, including creditors of all kinds, hereby waives and surrenders all rights and privileges
which they may have under any present or future law, to redeem the Premises or to have a continuance of
this Lease for the Term, or any extension thereof.

d. Nonpayment of Additional Rent.  All costs which Tenant is obligated to pay to Landlord pursuant to this
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Lease shall in the event of nonpayment be treated as if they were payments of Rent, and Landlord shall
have the same rights it has with respect to nonpayment of Rent.

e. Failure to Remove Property.  If Tenant fails to remove any of its property from the Premises at Landlord’s
request following an uncured Event of Default, Landlord may, at its option, remove and store the property
at Tenant’s expense and risk. If Tenant does not pay the storage cost within 5 days of Landlord’s request,
Landlord may, at its option, have any or all of such property sold at public or private sale (and Landlord
may become a purchaser at such sale), in such manner as Landlord deems proper, without notice to
Tenant. Landlord shall apply the proceeds of such sale: (i) to the expense of such sale, including
reasonable attorneys’ fees actually incurred; (ii) to the payment of the costs or charges for storing such
property; (iii) to the payment of any other sums of money which may then be or thereafter become due
Landlord from Tenant under any of the terms hereof; and (iv) the balance, if any, to Tenant. Nothing in this
Section shall limit Landlord’s right to sell Tenant’s personal property as permitted by law or to foreclose
Landlord’s lien for unpaid Rent, if any.

23. MORTGAGE SUBORDINATION AND ATTORNMENT. This Lease shall automatically be subordinate to any
mortgage or deed of trust created by Landlord which is now existing or hereafter placed upon the Premises
including any advances, interest, modifications, renewals, replacements or extensions (“Landlord’s
Mortgage”). Tenant shall attorn to the holder of any Landlord’s Mortgage or any party acquiring the Premises
at any sale or other proceeding under any Landlord’s Mortgage provided the acquiring party assumes the
obligations of Landlord under this Lease. Tenant shall promptly and in no event later than 15 days after
request execute, acknowledge and deliver documents which the holder of any Landlord’s Mortgage may
reasonably require as further evidence of this subordination and attornment. Notwithstanding the foregoing,
Tenant’s obligations under this Section to subordinate in the future are conditioned on the holder of each
Landlord’s Mortgage and each party acquiring the Premises at any sale or other proceeding under any such
Landlord’s Mortgage not disturbing Tenant’s occupancy and other rights under this Lease, so long as no
uncured Event of Default by Tenant exists.

24. NON-WAIVER. Landlord’s waiver of any breach of any provision contained in this Lease shall not be deemed
to be a waiver of the same provision for subsequent acts of Tenant. The acceptance by Landlord of Rent or
other amounts due by Tenant hereunder shall not be deemed to be a waiver of any previous breach by
Tenant.

25. HOLDOVER. If Tenant shall, without the written consent of Landlord, remain in possession of the Premises
and fail to return them to Landlord after the expiration or termination of this Lease, the tenancy shall be a
holdover tenancy at sufference, which may be terminated according to Washington law. During such tenancy,
Tenant agrees to pay to Landlord 150% of the rate of rental last payable under this Lease, unless a different
rate is agreed upon by Landlord. All other terms of the Lease shall remain in effect other than any options to
extend the Term. Tenant acknowledges and agrees that this Section does not grant any right to Tenant to
holdover, and that Tenant may also be liable to Landlord for any and all damages or expenses which
Landlord may have to incur as a result of Tenant’s holdover.

26. NOTICES. All notices under this Lease shall be in writing and effective (i) when delivered in person or via
overnight courier to the other party, or (ii) three (3) days after being sent by registered or certified mail to the
other party at the address set forth in Section 1. The addresses for notices and payment of Rent set forth in
Section 1 may be modified by either party only by written notice delivered in conformance with this Section.

27. COSTS AND ATTORNEYS’ FEES. If Tenant or Landlord engage the services of an attorney to collect
monies due or to bring any action for any relief against the other, declaratory or otherwise, arising out of this
Lease, including any suit by Landlord for the recovery of Rent or other payments or possession of the
Premises, the losing party shall pay the prevailing party a reasonable sum for attorneys’ fees in such action,
whether in mediation or arbitration, at trial, on appeal, or in any bankruptcy proceeding.

28. ESTOPPEL CERTIFICATES. Tenant shall, from time to time, upon written request of Landlord, execute,
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acknowledge and deliver to Landlord or its designee a written statement specifying the following, subject to
any modifications necessary to make such statements true and complete: (i) the total rentable square footage
of the Premises; (ii) the date the Term commenced and the date it expires; (iii) the amount of minimum
monthly Rent and the date to which such Rent has been paid; (iv) that this Lease is in full force and effect
and has not been assigned, modified, supplemented or amended in any way; (v) that this Lease represents
the entire agreement between the parties; (vi) that all obligations under this Lease to be performed by either
party have been satisfied; (vii) that there are no existing claims, defenses or offsets which the Tenant has
against the enforcement of this Lease by Landlord; (viii) the amount of Rent, if any, that Tenant paid in
advance; (ix) the amount of security that Tenant deposited with Landlord; (x) if Tenant has sublet all or a
portion of the Premises or assigned its interest in the Lease and to whom; (xi) if Tenant has any option to
extend the Term of the Lease or option to purchase the Premises; and (xii) such other factual matters
concerning the Lease or the Premises as Landlord may reasonably request. Tenant acknowledges and
agrees that any statement delivered pursuant to this Section may be relied upon by a prospective purchaser
of Landlord’s interest or assignee of any mortgage or new mortgagee of Landlord’s interest in the Premises. If
Tenant shall fail to respond within 10 days to Landlord’s request for the statement required by this Section,
Landlord may provide the statement and Tenant shall be deemed to have admitted the accuracy of the
information provided by Landlord.

29. TRANSFER OF LANDLORD’S INTEREST. This Lease shall be assignable by Landlord without the consent
of Tenant. In the event of any transfer or transfers of Landlord’s interest in the Premises, other than a transfer
for collateral purposes only, upon the assumption of this Lease by the transferee, Landlord shall be
automatically relieved of obligations and liabilities accruing from and after the date of such transfer, including
any liability for any retained security deposit or prepaid Rent, for which the transferee shall be liable, and
Tenant shall attorn to the transferee.

30. LANDLORD’S LIABILITY. Notwithstanding anything in this Lease to the contrary, covenants, undertakings
and agreements herein made on the part of Landlord are made and intended not as personal covenants,
undertakings and agreements for the purpose of binding Landlord personally or the assets of Landlord but
are made and intended for the purpose of binding only the Landlord’s interest in the Premises, as the same
may from time to time be encumbered. In no event shall Landlord or its partners, shareholders, or members,
as the case may be, ever be personally liable hereunder.

31. RIGHT TO PERFORM. If Tenant shall fail to timely pay any sum or perform any other act on its part to be
performed hereunder, Landlord may make any such payment or perform any such other act on Tenant’s
behalf. Tenant shall, within 10 days of demand, reimburse Landlord for its expenses incurred in making such
payment or performance. Landlord shall (in addition to any other right or remedy of Landlord provided by law)
have the same rights and remedies in the event of the nonpayment of sums due under this Section as in the
case of default by Tenant in the payment of Rent.

32. HAZARDOUS MATERIAL. As used herein, the term “Hazardous Material” means any hazardous,
dangerous, toxic or harmful substance, material or waste including biomedical waste which is or becomes
regulated by any local governmental authority, the State of Washington or the United States Government,
due to its potential harm to the health, safety or welfare of humans or the environment. Landlord represents
and warrants to Tenant that, to Landlord’s actual knowledge without duty of investigation, there is no
Hazardous Material on, in, or under the Premises as of the Commencement Date in excess of reportable
quantities except as may otherwise have been disclosed to Tenant in writing before the execution of this
Lease. If there is any Hazardous Material on, in, or under the Premises as of the Commencement Date which
has been or thereafter becomes unlawfully released in excess of reportable quantities through no fault of
Tenant, then Landlord shall indemnify, defend and hold Tenant harmless from any and all claims, judgments,
damages, penalties, fines, costs, liabilities or losses including without limitation sums paid in settlement of
claims, attorneys’ fees, consultant fees and expert fees, incurred or suffered by Tenant either during or after
the Term as the result of such contamination.

Tenant shall not cause or permit any Hazardous Material to be brought upon, kept, or used in or about, or
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disposed of on the Premises or the Property by Tenant, its employees, officers, agents, servants, contractors,
customers, clients, visitors, guests, or other licensees or invitees, except with Landlord’s prior consent
(except in de minimis quantities typical of the Permitted Use, such as in office supplies and household
cleansers) and only upon strict compliance with all applicable federal, state and local laws, regulations,
codes, ordinances, and product labels. If Tenant breaches the obligations stated in the preceding sentence,
then Tenant shall indemnify, defend and hold Landlord harmless from any and all claims, judgments,
damages, penalties, fines, costs, liabilities or losses including, without limitation, diminution in the value of the
Premises or the Property; damages for the loss or restriction on use of rentable or usable space or of any
amenity of the Premises or the Property, or elsewhere; damages arising from any adverse impact on
marketing of space at the Premises or the Property; and sums paid in settlement of claims, attorneys’ fees,
consultant fees and expert fees incurred or suffered by Landlord either during or after the Term. These
indemnifications by Landlord and Tenant include, without limitation, costs incurred in connection with any
investigation of site conditions or any clean-up, remedial, removal or restoration work, whether or not required
by any federal, state or local governmental agency or political subdivision, because of Hazardous Material
present in the Premises, or in soil or ground water on or under the Premises. Tenant shall immediately notify
Landlord of any inquiry, investigation or notice that Tenant may receive from any third party regarding the
actual or suspected presence of Hazardous Material on the Premises.

Without limiting the foregoing, if the presence of any Hazardous Material brought upon, kept or used in or
about the Premises or the Property by Tenant, its employees, officers, agents, servants, contractors,
customers, clients, visitors, guests, or other licensees or invitees, results in any unlawful release of any
Hazardous Material on the Premises or the Property or any adjacent property, Tenant shall promptly take all
actions, at its sole expense, as are necessary to return the Premises or the Property or such adjacent
property to the condition existing prior to the release of any such Hazardous Material; provided that
Landlord’s approval of such actions shall first be obtained, which approval may be withheld at Landlord’s sole
discretion. The provisions of this Section shall survive expiration or earlier termination of this Lease.

33. QUIET ENJOYMENT. Provided Tenant pays Rent and performs all of its obligations in this Lease, Tenant’s
possession of the Premises will not be disturbed by Landlord or anyone claiming by, through or under
Landlord.

34. MERGER. The voluntary or other surrender of this Lease by Tenant, or a mutual cancellation thereof, shall
not work a merger and shall, at the option of Landlord, terminate all or any existing subtenancies or may, at
the option of Landlord, operate as an assignment to Landlord of any or all of such subtenancies.

35. GENERAL.

a. Heirs and Assigns.  This Lease shall apply to and be binding upon Landlord and Tenant and their
respective heirs, executors, administrators, successors and assigns.

b. Brokers’ Fees. Tenant represents and warrants to Landlord that except for Tenant’s Broker, if any,
described or disclosed in Section 37 of this Lease, it has not engaged any broker, finder or other person
who would be entitled to any commission or fees for the negotiation, execution or delivery of this Lease
and shall indemnify and hold harmless Landlord against any loss, cost, liability or expense incurred by
Landlord as a result of any claim asserted by any such broker, finder or other person on the basis of any
arrangements or agreements made or alleged to have been made by or on behalf of Tenant. Landlord
represents and warrants to Tenant that except for Landlord’s Broker, if any, described or disclosed in
Section 37 of this Lease, it has not engaged any broker, finder or other person who would be entitled to
any commission or fees for the negotiation, execution or delivery of this Lease and shall indemnify and
hold harmless Tenant against any loss, cost, liability or expense incurred by Tenant as a result of any
claim asserted by any such broker, finder or other person on the basis of any arrangements or agreements
made or alleged to have been made by or on behalf of Landlord.

c. Entire Agreement.  This Lease contains all of the covenants and agreements between Landlord and
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Tenant relating to the Premises. No prior or contemporaneous agreements or understandings pertaining to
the Lease shall be valid or of any force or effect and the covenants and agreements of this Lease shall not
be altered, modified or amended except in writing, signed by Landlord and Tenant.

d. Severability. Any provision of this Lease which shall prove to be invalid, void or illegal shall in no way
affect, impair or invalidate any other provision of this Lease.

e. Force Majeure. Time periods for either party’s performance under any provisions of this Lease (excluding
payment of Rent) shall be extended for periods of time during which the party’s performance is prevented
due to circumstances beyond such party’s control, including without limitation, fires, floods, earthquakes,
lockouts, strikes, embargoes, governmental regulations, acts of God, public enemy, war or other strife;
provided in no event shall any of the foregoing events operate to extend the Term of this Lease.

f. Governing Law.  This Lease shall be governed by and construed in accordance with the laws of the State
of Washington.

g. Memorandum of Lease.  Neither this Lease nor any memorandum or “short form” thereof shall be
recorded without Landlord’s prior consent.

h. Submission of Lease Form Not an Offer.  One party’s submission of this Lease to the other for review
shall not constitute an offer to lease the Premises. This Lease shall not become effective and binding upon
Landlord and Tenant until it has been fully executed by both parties.

i. No Light, Air or View Easement.  Tenant has not been granted an easement or other right for light, air or
view to or from the Premises. Any diminution or shutting off of light, air or view by any structure which may
be erected on or adjacent to the Building shall in no way affect this Lease or the obligations of Tenant
hereunder or impose any liability on Landlord.

j. Authority of Parties.  Each party to this Lease represents and warrants to the other that the person
executing this Lease on behalf of such party has the authority to enter into this Lease on behalf of such
party, that the execution and delivery of this Lease has been duly authorized, and that upon such execution
and delivery, this Lease shall be binding upon and enforceable against such party.

k. Time.  “Day” as used herein means a calendar day and “business day” means any day on which
commercial banks are generally open for business in the state where the Premises are situated. Any
period of time which would otherwise end on a non-business day shall be extended to the next following
business day. Time is of the essence of this Lease.

36. EXHIBITS AND RIDERS. The following exhibits and riders are made a part of this Lease, and the terms
thereof shall control over any inconsistent provision in the sections of this Lease:

Exhibit A: Floor Plan Outline of the Premises
Exhibit B: Legal Description of the Property
Exhibit C: Work Letter

CHECK THE BOX FOR ANY OF THE FOLLOWING THAT WILL APPLY. CAPITALIZED TERMS USED IN
THE RIDERS SHALL HAVE THE MEANING GIVEN TO THEM IN THE LEASE.

X Rent Rider
 Arbitration Rider
 Letter of Credit Rider
 Guaranty of Tenant’s Lease Obligations Rider

X Parking Rider
 Option to Extend Rider
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 Rules and Regulations

37. AGENCY DISCLOSURE.  At the signing of this Lease, Landlord is represented by Ann Bishop and Tom
Gockel with Wallace Properties, Inc. (insert both the name of the Broker and the Firm as licensed) (the
“Landlord’s Broker”), and Tenant is represented by None (insert both the name of the Broker and the Firm as
licensed) (the “Tenant’s Broker”).

This Agency Disclosure creates an agency relationship between Landlord, Landlord’s Broker (if any such
person is disclosed), and any managing brokers who supervise Landlord’s Broker’s performance (collectively
the “Supervising Brokers”). In addition, this Agency Disclosure creates an agency relationship between
Tenant, Tenant’s Broker (if any such person is disclosed), and any managing brokers who supervise Tenant’s
Broker’s performance (also collectively the “Supervising Brokers”). If Tenant’s Broker and Landlord’s Broker
are different real estate licensees affiliated with the same Firm, then both Tenant and Landlord confirm their
consent to that Firm and both Tenant’s and Landlord’s Supervising Brokers acting as dual agents. If Tenant’s
Broker and Landlord’s Broker are the same real estate licensee who represents both parties, then both
Landlord and Tenant acknowledge that the Broker, his or her Supervising Brokers, and his or her Firm are
acting as dual agents and hereby consent to such dual agency. If Tenant’s Broker, Landlord’s Broker, their
Supervising Brokers, or their Firm are dual agents, Landlord and Tenant consent to Tenant’s Broker,
Landlord’s Broker and their Firm being compensated based on a percentage of the rent or as otherwise
disclosed on the attached addendum. Neither Tenant’s Broker, Landlord’s Broker nor either of their Firms are
receiving compensation from more than one party to this transaction unless otherwise disclosed on an
attached addendum, in which case Landlord and Tenant consent to such compensation. Landlord and
Tenant confirm receipt of the pamphlet entitled “The Law of Real Estate Agency.”

38. COMMISSION AGREEMENT. If Landlord has not entered into a listing agreement (or other compensation
agreement with Landlord’s Broker), Landlord agrees to pay a commission to Landlord’s Broker (as identified
in the Agency Disclosure paragraph above) as follows:

 $ 
 % of the gross rent payable pursuant to the Lease

 $  per square foot of the Premises
X Other Per separate agreement

Landlord’s Broker   shall X shall not (shall not if not filled in) be entitled to a commission upon the extension
by Tenant of the Term pursuant to any right reserved to Tenant under the Lease calculated   as provided
above or   as follows   (if no box is checked, as provided above). Landlord’s Broker   shall X shall
not (shall not if not filled in) be entitled to a commission upon any expansion of Premises pursuant to any
right reserved to Tenant under the Lease, calculated  as provided above or   as follows   (if no box
is checked, as provided above).

With respect to any commission earned upon execution of this Lease or pursuant to any expansion of the
Premises, Landlord shall pay one-half upon execution of the Lease or any amendment/addenda thereto
expanding the Premises, and one-half upon occupancy of the Premises by Tenant. With respect to any
commission earned upon extension of the Term of this Lease, Landlord shall pay one-half upon execution of
any amendment/addenda to the Lease extending the Term and one-half upon the commencement date of
such extended term. Landlord’s Broker shall pay to Tenant’s Broker (as identified in the Agency Disclosure
paragraph above) the amount stated in a separate agreement between them or, if there is no agreement, $
0.00 or  Zero (0) % (complete only one) of any commission paid to Landlord’s Broker, within 5 days after
receipt by Landlord’s Broker.

If any other lease or sale is entered into between Landlord and Tenant pursuant to a right reserved to Tenant
under the Lease, Landlord   shall X shall not (shall not if not filled in) pay an additional commission
according to any commission agreement or, in the absence of one, according to the commission schedule of
Landlord’s Broker in effect as of the execution of this Lease. Landlord’s successor shall be obligated to pay
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any unpaid commissions upon any transfer of this Lease and any such transfer shall not release the
transferor from liability to pay such commissions.

39. BROKER PROVISIONS.

LANDLORD’S BROKER, TENANT’S BROKER AND THEIR FIRMS HAVE MADE NO REPRESENTATIONS
OR WARRANTIES CONCERNING THE PREMISES; THE MEANING OF THE TERMS AND CONDITIONS
OF THIS LEASE; LANDLORD’S OR TENANT’S FINANCIAL STANDING; ZONING; COMPLIANCE OF THE
PREMISES WITH APPLICABLE LAWS; SERVICE OR CAPACITY OF UTILITIES; OPERATING COSTS; OR
HAZARDOUS MATERIALS. LANDLORD AND TENANT ARE EACH ADVISED TO SEEK INDEPENDENT
LEGAL ADVICE ON THESE AND OTHER MATTERS ARISING UNDER THIS LEASE.
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IN WITNESS WHEREOF this Lease has been executed the date and year first above written.

LANDLORD: TENANT:

LANDLORD: TENANT:

Jeanne Anderson
BY: BY:

Managing Member
ITS: ITS:
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STATE OF WASHINGTON

COUNTY OF King

This record was acknowledged before me on  , 20 21 , by Jeanne Anderson

as Managing Member of Howdy Partners III, L.P. .

Notary Public for the State of Washington

My commission expires:

STATE OF WASHINGTON

COUNTY OF  

This record was acknowledged before me on  , 20  , by 

as  of  .

Notary Public for the State of Washington

My commission expires:
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STATE OF WASHINGTON

COUNTY OF 

This record was acknowledged before me on  , 20  , by 

as  of  .

Notary Public for the State of Washington

My commission expires:

STATE OF WASHINGTON

COUNTY OF 

This record was acknowledged before me on  , 20  , by 

as  of  .

Notary Public for the State of Washington

My commission expires:
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EXHIBIT A

[Outline of the Premises]

Suite C
Dimensions are approximate and subject to Tenant's verification.
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EXHIBIT B

[Legal Description of the Property]
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Parcel A: 
Parcel A-2 of Cltv of Kirkland Short Plat No. SS-8048, recorded October 1. 1980 under recording no. 
8010010668. In King Countv. Washington. 

Parcel B: 
An easement for ingress. egress. parking and utilities as delineated on Citv of Kirkland S ort Plat No. SS-8o-49. 
recorded October 1. 1980 under recording no. 8010010688. in King County. Washing on. 

Tax Parcel Number(s): 082505-9312-02 
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EXHIBIT C

[Work Letter]

 CHECK IF APPLICABLE:   

1. X Improvements to be Completed by Landlord

A. Performance of Improvements. Subject to the terms and conditions of this Lease and any Improvement
Allowance provided herein, Landlord’s obligations to improve the Premises shall be limited to the work
(“Landlord’s Work”) described below. All other work shall be performed by Tenant at its sole expense or, if
performed by Landlord, shall be promptly reimbursed by Tenant. Landlord’s Work shall be deemed to be
“substantially complete” on the date that Landlord’s notifies Tenant that Landlord’s Work is complete,
except for punch list items that do not impair the use or operations thereof, would not prevent Tenant from
occupancy and/or performing Tenant’s Work, and except for that portion of Landlord’s Work, if any, which
cannot be feasibly performed before Tenant completes Tenant’s Work, fixturing, or decorating.

The work to be done by Landlord in satisfying its obligation to complete Landlord’s Work under the Lease
shall be limited to the following (check one):

X As identified below (check and describe all that apply);

 FLOOR: 
 WALLS:  
 CEILING:  
 LIGHTING: 
 WASHROOM(S):
 ELECTRICAL: 
 HVAC: 

X OTHER:  Landlord shall deliver Premises "as is" in normal janitorial-clean condition with all systems
in good working order.

As mutually agreed upon between Landlord and Tenant as follows:

a. Within  days (ten (10) days if not filled in) after mutual acceptance of the Lease, Tenant shall
prepare and submit for Landlord’s review a preliminary sketch of the improvements to be
performed by Landlord (“Preliminary Landlord Plan”). Landlord and Tenant shall cooperate in good
faith to adopt a mutually acceptable Preliminary Landlord Plan.

b. Upon Landlord’s approval of the Preliminary Landlord Plan, Landlord shall promptly prepare (or
cause to be prepared) construction documents (i.e., those plans used for submittal to the
appropriate governmental bodies for all necessary permits and approvals for Landlord’s Work, if
any) for Tenant’s review and approval, which approval shall not be unreasonably withheld,
conditioned or delayed, The construction documents, once approved, shall then constitute
“Landlord’s Improvement Plans.”

c. Landlord shall submit the Landlord’s Improvement Plans to the appropriate governmental body for
plan checking and issuance of necessary permits and approvals, as applicable. Landlord and
Tenant shall cooperate and use commercially reasonable efforts to cause to be made any
changes in the Landlord’s Improvement Plans necessary to obtain such permits and approvals;
provided, however, any costs and expenses resulting from the foregoing changes to Landlord’s
Work that exceed the Improvement Allowance shall be borne at Tenant’s sole cost and expense.
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B. Defects in Landlord’s Work. If Tenant fails to notify Landlord of any defects in the Landlord’s Work within
30 days of delivery of possession of the Premises to Tenant, Tenant shall be deemed to have accepted
the Premises in their then-existing condition. If Tenant discovers any major defects in the Landlord’s Work
during this 30-day period that would prevent Tenant from using the Premises for the Permitted Use,
Tenant shall notify Landlord and the Commencement Date shall be delayed until after Landlord has
notified Tenant that Landlord has corrected the major defects and Tenant has had five (5) days to inspect
and approve the Premises. The Commencement Date shall not be delayed if Tenant’s inspection reveals
minor defects in the Landlord’s Work that will not prevent Tenant from using the Premises for the
Permitted Use. Tenant shall prepare a punch list of all minor defects in Landlord’s Work and provide the
punch list to Landlord, which Landlord shall promptly correct.

2. Improvements to be Completed by Tenant

A. Performance of Improvements. Subject to the terms and conditions of the Lease and any Improvement
Allowance provided herein, Tenant shall complete, at its sole cost and expense, the work identified in the
Tenant Improvement Plans (as such term is defined below) adopted by Landlord and Tenant in
accordance with the provisions below (“Tenant’s Work”). Tenant’s Work shall be performed lien free and in
a workmanlike manner, without interference with other work, if any, being done in the Premises or
Property, including any of Landlord’s Work, and in compliance with all laws and reasonable rules
promulgated from time to time by Landlord, its property manager, architect, and contractors.

The work to be done by Tenant in satisfying its obligation to complete Tenant’s Work under the Lease
shall be limited to the following (check one):

 As identified below (check and describe all that apply);

 FLOOR:  
 WALLS:  
 CEILING: 
 LIGHTING: 
 WASHROOM(S):
 ELECTRICAL:  
 HVAC: 
 OTHER: 

 As mutually agreed upon between Landlord and Tenant as follows:

a. Within  days (ten (10) days if not filled in) after mutual acceptance of the Lease, Tenant shall
prepare and submit for Landlord’s review a preliminary sketch of the Tenant Improvements
(“Preliminary Tenant Plan”). Landlord and Tenant shall cooperate in good faith to adopt a mutually
acceptable Preliminary Plan.

b. Upon approval of the Preliminary Tenant Plan by Landlord, Tenant shall promptly prepare
construction documents (i.e., those plans used for submittal to the appropriate governmental
bodies for all necessary permits and approvals for the Tenant’s Work, if any) for Landlord’s review
and approval. The construction documents, once approved, shall then constitute the “Tenant
Improvements Plans.”

c. Upon approval by Landlord, Tenant shall submit the Tenant Improvements Plans to the
appropriate governmental body for plan checking and issuance of necessary permits and
approvals. Tenant, with Landlord’s approval, shall cause to be made any changes in the Tenant
Improvements Plans necessary to obtain such permits and approvals.

d. Landlord makes no warranty or representation of any type or nature with respect to the adequacy
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or sufficiency of the Tenant Improvements Plans for any purpose. Landlord makes no warranty or
representation of any type or nature with respect to the quality, suitability, or ability of contractor or
the quality of the work or materials supplied or performed with respect to the Tenant
Improvements by contractor, the subcontractors, Tenant’s agents, or any other person or entity.

B. General Requirements. Tenant shall submit to Landlord, prior to the commencement of the construction of
Tenant’s Work, the following information for Landlord’s review and approval (check all that apply):

 The names, contact names, addresses, and license numbers of all general contractors and
subcontractors Tenant intends to use in the construction of Tenant’s Work.

 A reasonably detailed schedule for Tenant’s performance of Tenant’s Work (including, without
limitation, the date on which Tenant’s Work will commence, the estimated date of completion of Tenant’s
Work, and the date on which Tenant expects to open for business in the Premises).

 Evidence of insurance as required in the Lease and any other insurance usual and customary for
performance of Tenant’s Work and requested by Landlord.

 Copies of all required governmental permits.

C. Contractor Qualifications. All contractors and subcontractors to perform Tenant’s Work shall be licensed
contractors, capable of performing quality workmanship and working in harmony with Landlord’s general
contractor in the Building, if any. Upon notice from Landlord, Tenant shall stop using (or cause contractor
or any subcontractor to stop using) any person or entity disturbing labor harmony with any work force or
trade engaged in performing Tenant’s Work or other work, labor, or services in or about the Building. All
work shall be coordinated with any on-going construction work on the Building. Landlord shall have the
right to disapprove, in Landlord’s reasonable discretion, any contractor or subcontractor which Tenant
desires to engage for Tenant’s Work.

3. Improvement Allowance

Provided there is no uncured Event of Default by Tenant under the Lease, upon completion of Landlord’s Work
or Tenant’s Work, as applicable, Landlord shall provide an allowance (“Improvement Allowance”) toward the
costs and expenses associated with improvements to the Premises in accordance with the following (check
one):

 $  per rentable square foot of the Premises. The Improvement Allowance shall be used only for
(choose one):   Landlord’s Work, or  Tenant’s Work, excepting  . If costs associated with completing
Tenant’s Work exceed the Improvement Allowance, or if any costs of Tenant’s Work are not to be paid out of
the Improvement Allowance, then the excess or excluded amount shall be paid directly by Tenant.

 None; Tenant shall be obligated to pay all costs, expenses and fees associated with completing the Tenant’s
Work in accordance with the Tenant Improvement Plans.

 None; Landlord shall be obligated to pay all costs, expenses and fees associated with completing the
Landlord’s Work in accordance with the Landlord Improvement Plans, however, excepting any costs related to
Tenants’ furniture, cabling, fixtures and equipment, Signage, design services, and  , and in no event in
an amount exceeding $  .

4. Removal of Improvements/Surrender. The following scope of Tenant’s Work (check one):

shall become the property of Landlord

shall be removed by Tenant at its sole cost and expense

Page 27 of 28

I I I 
WALLACE 

PROl'ERTIES 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ □ 



DRAFT

Wallace Properties, Inc.
330 112th Ave NE Ste #200
Bellevue, WA 98004
Phone: 425-455-9976
Fax: 425-646-3374

© Commercial Brokers
Association

ALL RIGHTS  RESERVED

Form:  MT-BY
Multi-Tenant Base Year Lease

Rev. 9/2020

LEASE AGREEMENT
(Multi -Tenant - Modified Gross (Base Year) Lease)

upon the expiration or earlier termination of the Lease Term:  .
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This Rent Rider (“Rider”) is a part of and incorporated by this reference into that certain Lease Agreement dated
_____ , 20 21 (“Lease”) between  Howdy Partners III, L.P. , a(n) limited partnership (“Landlord”) and City of
Kirkland , a(n)  (“Tenant”), as the same may be amended, concerning the commercial space commonly
known as  (“Premises”), which Premises are part of the real property located at 10829 NE 68th St
(Longhouse Offices) , Suite C ,  Kirkland , WA  98033 and commonly known as  (“Property”).

X   1. BASE MONTHLY RENT SCHEDULE. Tenant shall pay to Landlord base monthly rent during the initial
Lease Term according to the following schedule:

Lease Year (Stated in Years or Months) Base Monthly Rent Amount
01 - 12: May 1, 2021 - April 30, 2022 $ 1,586.75
13 - 24: May 1, 2022 - April 30, 2023 $ 1,634.83
25 - 27: May 1, 2023 - July 31, 2023 $ 1,634.83

$ 
$ 
$ 

2. CONSUMER PRICE INDEX ADJUSTMENT ON BASE MONTHLY RENT.  The base monthly rent shall
be increased on the first day of the second year of the Term, which shall occur on the first day of the
calendar month after the calendar month in which the Commencement Date occurs and on the first day
of each year of the Term thereafter (each, an “Adjustment Date”) (but not during any extended or
renewal term(s) unless specifically set forth elsewhere in the Lease or set forth in this Rent Rider below).
The increase shall be determined in accordance with the increase in the United States Department of
Labor, Bureau of Labor Statistics, Revised Consumer Price Index for All Urban Consumers (CPI-U): U.S.
Cities Average, all items index (Reference Base 1982-84 equal 100)(the “Index”). The base monthly rent
payable immediately prior to the applicable Adjustment Date shall be increased by the percentage that
the Index published for the date nearest preceding the applicable Adjustment Date has increased over
the Index published for the date nearest preceding the first day of the Lease Year from which the
adjustment is being measured. Upon the calculation of each increase, Landlord shall notify Tenant of the
new base monthly rent payable hereunder. Within twenty (20) days of the date of Landlord’s notice,
Tenant shall pay to Landlord the amount of any deficiency in base rent paid by Tenant for the period
following the subject Adjustment Date, and shall thereafter pay the increased base rent until receiving
the next notice of increase from Landlord. If the components of the Index are materially changed after
the Commencement Date, or if the Index is discontinued during the Lease term, Landlord shall notify
Tenant of a substitute published index which, in Landlord’s reasonable discretion, approximates the
Index, and shall use the substitute index to make subsequent adjustments in base monthly rent. In no
event shall base monthly rent be decreased pursuant to this paragraph.
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3. EXTENDED TERM BASE MONTHLY RENT SCHEDULE.  Tenant shall pay to Landlord base monthly
rent during the Extended Term of the Lease commencing upon (check one):   the date that is
months following the Commencement Date of the initial Term, or  , 20  , as follows (choose
one):

 As set forth in the Option to Extend Rider attached to the Lease

 BASE MONTHLY RENT SCHEDULE.  Tenant shall pay to Landlord base monthly rent during the
Extended Term of the Lease according to the following schedule:

Lease Year (Stated in Years or Months) Base Monthly Rent Amount
$ 
$ 
$ 
$ 
$ 
$ 

 CONSUMER PRICE INDEX ADJUSTMENT ON EXTENDED TERM BASE MONTHLY RENT.  The
base monthly rent shall be increased on the first day of the first year of the Extended Term of the Lease
and on the first day of each year of the Extended Term of the Lease thereafter (each, an “Adjustment
Date”). The increase shall be determined in accordance with the increase in the United States Department
of Labor, Bureau of Labor Statistics, Consumer Price Index for All Urban Consumers (CPI-U): U.S. Cities
Average, all items index (Reference Base 1982-84 equal 100) (the “Index”). The base monthly rent
payable immediately prior to the applicable Adjustment Date shall be increased by the percentage that the
Index published for the date nearest preceding the applicable Adjustment Date has increased over the
Index published for the date nearest preceding the first day of the Lease Year from which the adjustment
is being measured. Upon the calculation of each increase, Landlord shall notify Tenant of the new base
monthly rent payable hereunder. Within twenty (20) days of the date of Landlord’s notice, Tenant shall pay
to Landlord the amount of any deficiency in base rent paid by Tenant for the period following the subject
Adjustment Date, and shall thereafter pay the increased base rent until receiving the next notice of
increase from Landlord. If the components of the Index are materially changed after the Commencement
Date of the Extended Term, or if the Index is discontinued during the Extended Term, Landlord shall notify
Tenant of a substitute published index which, in Landlord’s reasonable discretion, approximates the Index,
and shall use the substitute index to make subsequent adjustments in base monthly rent. In no event shall
base monthly rent for the Extended Term be decreased pursuant to this paragraph.
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This Parking Rider (“Rider”) is made part of and incorporated by this reference into that certain Lease Agreement
dated _____ , 20 21 (“Lease”) between Howdy Partners III, L.P. , a(n) limited partnership (“Landlord”) and  City of
Kirkland , a(n)  (“Tenant”), as the same may be amended, concerning the leased commercial space
commonly known as  (Premises”), which Premises are part of the real property located at  10829 NE 68th
St (Longhouse Offices)  Suite C ,  Kirkland , WA  98033 and commonly known as  ( “Property”).

1. Tenant’s Parking Rights. Tenant’s right to park on the Property shall be in accordance with the following
(check one):

Tenant shall be entitled to use and rent parking stalls on the Property or other parking area designated
by Landlord from time to time on a (check one)  reserved, or  unreserved, first-come, first-served
(unreserved, if neither box checked) basis at the monthly rate established by Landlord from time to time,
plus all applicable taxes, which monthly charge and applicable taxes shall be payable by Tenant as
Additional Rent under the Lease. Tenant shall comply with the reasonable rules and regulations which
Landlord and/or its parking operator may adopt from time to time for the safe and orderly operation of the
parking areas, including without limitation, with respect to any Common Areas as further provided in the
Lease. If parking is on a reserved basis, Landlord shall have no obligation to monitor the use of parking
spaces designated as reserved for Tenant’s use, to tow cars, or to ensure that such parking spaces are
available for use by Tenant; provided that Landlord will take reasonable efforts to enforce such reserved
parking if Tenant is unable to use and access the same during normal business hours for a period of five
(5) consecutive business days, provided further that Landlord shall incur no out of pocket expense in
doing so and such lack of parking access shall not constitute a default hereunder. If parking is on an
unreserved basis, in no event shall Tenant use more spaces than the number derived by applying
Tenant’s Pro Rata Share (as defined in the Lease) to the total number of unreserved spaces in the
parking area or areas designated by Landlord from time to time. The parking rights granted to Tenant
under this Rider are non-assignable and shall automatically be deemed null and void upon any Transfer
(as such term is defined in the Lease) of the Lease.

X Free Parking. TENANT SHALL BE PROVIDED TWO (2) ADJACENT RESERVED STALLS TO PARK A SINGLE
AMBULANCE. Tenant shall be entitled to share parking on a first-come, first-served basis, in common with
other tenants and occupants of the Building and Property in the designated parking areas at no charge.
In no event shall Tenant use more spaces than the number derived by applying Tenant’s Pro Rata Share
(as defined in the Lease) to the total number of unreserved spaces in the parking area or areas
designated by Landlord from time to time. Tenant shall comply with the terms of the Lease, this Rider,
and any reasonable rules and regulations adopted by Landlord from time to time for the safe and orderly
sharing of parking, including without limitation, with respect to any Common Areas.

No Parking. Tenant’s rights under the Lease do not include the right to park on the Property.

2. Miscellaneous.  For purpose of this Rider, only, the term “Tenant” shall include Tenant and Tenant’s
employees, officers, contractors, licensees, agents, and invitees, except as follows:  . Landlord specifically
reserves the right to change the size, configuration, design, layout and all other aspects of the Property’s parking
facilities at any time and to institute valet parking and Tenant acknowledges and agrees that Landlord may,
without incurring any liability to Tenant and without any abatement of Rent under the Lease, from time to time,
close-off or restrict access to the Property’s parking facilities for purposes of permitting or facilitating any such
construction, alteration or improvements. Tenant’s continued right to use the parking spaces is conditioned upon
Tenant abiding by all reasonable rules and regulations which are prescribed from time to time for the orderly
operation and use of the parking facilities, including any sticker or other identification system established by
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Landlord, Tenant’s reasonable cooperation in ensuring that Tenant’s employees, officers, contractors, licensees,
agents, and invitees also comply with such rules and regulations, and Tenant not being in default under this
Lease.
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