CITY OF CORDOVA, ALASKA
ORDINANCE 1142

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF CORDOVA, ALASKA,
AUTHORIZING THE CITY MANAGER TO ENTER INTO A THIRTY YEAR LEASE
AGREEMENT WITH FACILITY CONTRACTORS, LLC, WHICH INCLUDES AN
OPTION TO PURCHASE, FOR CITY PROPERTY DESCRIBED AS LOTS 12
THROUGH 18, BLOCK 6, ORIGINAL TOWNSITE

WHEREAS, it is in the City of Cordova’s best interest to lease property described as Lots
12 through 18, Block 6, Original Townsite See Exhibit A (“Property™) to Facility Contractors,
LLC, for the uses specified in the lease agreement between the City of Cordova, Alaska (“City”)
and Facility Contractors, 1.LC attached fo this ordinance as Attachment A (“Lease”™); and

WHEREAS, it 1s also in the City’s best interest to offer an option to purchase to Facility
Contractors, LLC, upon the terms provided in the Lease. _

NOW, THERFORE, BE IT ORDAINED by the City Council of the City of Cordova,
Alaska, that:

Section 1. The City Manager is authorized and directed to lease the Property to Facility
Contractors, LLC in accordance with the terms in the Lease as attached as Exhibit A to fhis
ordinance. The form and content of the Lease now before this meeting is in all respects authorized,
approved and confirmed by this ordinance, and the City Manager hereby is authorized, empowered
and directed to execunte and deliver the Lease reflecting the terms in the Lease on behalf of the
City, in substantially the form and content now before this meeting but with such changes,
modifications, additions and deletions therein as he shall deem necessary, desirable or appropriate,
the execution thereof to constitute conclusive evidence of approval of any and all changes,
modifications, additions or deletions therein from the form and content of said documents now
before this meeting, and from and after the execution and delivery of said documents, the City
Manager hereby is authorized, empowered and directed to do all acts and things and to execute all
documents as may be necessary to carry out and comply with the provisions of the Lease as
executed.

Section 2. The disposal of the property interest authorized by this ordinance is subject to
the requirements of City Charter Section 5-17. Therefore, if one or more referendum petitions with
signatures are properly filed within one month after the passage and publication of this ordinance,
this ordinance shall not go into effect until the petition or petitions are finally found to be illegal
and/or insufficient, or, if any such petition is found legal and sufficient, until the ordinance is
approved at an election by a majority of the qualified voters voting on the question. If no
referendum petition with signatures is filed, this ordinance shall go into effect one month after its
passage and publication,

Section 3. This ordinance shall be enacted in accordance with Section 2-13 of the Charter

of the City of Cordova, Alaska, and published within ten (10) days after its passage.
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1st reading: March 2, 2016

2nd reading and public hearing: March 23, 2016

PASSED AND APPROVED THIS 237 DAY OF MARCH, 2016.
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Attachment A

CITY OF CORDOVA
Cordova, Alaska

LEASE WITH OPTION TO PURCHASE

This LEASE WITH OPTION TO PURCHASE (“Lease”) is made by and between
the CITY OF CORDOVA, a municipal corporation organized and existing under the laws
of the State of Alaska (the “City”), and FACILITY CONTRACTORS, LLC, an Alaska
Limited Liability Company (“Lessee”).

RECITALS

WHEREAS, the City owns the parcels of land with improvements thereon in
Cordova, Alaska generally described as Lots 12-18, Block 6, Original Townsite, located
within Cordova Recording District, Cordova Alaska, (referred to hereinafter as the
"Premises");

WHEREAS, Lessee desires to lease the Premises from the City and the City
desires to lease the Premises to Lessee, on the terms and conditions set forth herein;

NOW, THEREFORE, in consideration of the Premises and the parties’ mutual
covenants, it is agreed as follows:

1. LEASE OF PREMISES

Subiject to the terms and conditions set forth herein, the City leases to Lessee, and
Lessee leases from the City, the Premises, as described above and illustrated in Exhibit
A, attached and incorporated into this Lease.

2. LEASE TERM

The Lease Term will be 30 years, commencing on , 2016, (the
“Commencement Date”) and terminating at 11:59 p.m. on , 2046, unless
earlier terminated in accordance with the terms of this Lease. The Lease does not provide
a lease renewal option.

3. RENT

A Base Rent. The annual rent for the first three years of the Lease Term will
be Fifty Thousand Five Hundred Dollars($50,500.00) or Four Thousand Two Hundred
Eight Dollars and thirty-four cents ($4,208.34) in twelve monthly installments (“Base
Rent”). Base Rentis due on the first day of each calendar month during the Lease Term.
Base Rent must be paid in lawful money of the United States without abatement,
deduction or set-off for any reason whatsoever, at the address set forth in Section 21.E
of this Lease, or at any other place the City directs in writing. Base Rent shall be paid
promptly when due without notice or demand therefore. The parties intend the Base Rent
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to be absolutely net to the City. All costs, expenses, and obligations of every kind and
nature whatsoever in connection with or relating to the Premises shall be the obligation
of, and shall be paid by, Lessee.

B. Additional Charges. In addition to the Base Rent, Lessee acknowledges
and agrees that Lessee is obligated to pay and will pay, before delinquency and without
reimbursement, all costs, expenses, and obligations of every kind and nature whatsoever
in connection with or relating to the Premises or the activities conducted on the Premises,
including, without limitation, those costs, expenses, and obligations identified in Section
7 and all other sums, costs, expenses, taxes, and other payments that Lessee assumes
or agrees to pay under the provisions of this Lease (collectively the “Additional Charges”).

Without limiting in any way Lessee’s payment obligations, the City will have the
right, but not the obligation, at all times during the Lease Term, to pay any charges levied
or imposed upon the Premises that remain unpaid after they have become due and
payable, and that remain unpaid after reasonable written notice to Lessee. The amount
paid by the City, plus the City’s expenses, shall be Additional Charges due from Lessee
to the City, with interest thereon at the rate of ten percent (10%) per annum from the date
of payment thereof by the City until repayment thereof by Lessee.

C. Late Fee. Rent not paid within ten (10) days of the due date shall be
assessed a late charge of ten percent (10%) of the delinquent amount; the charge shall
be considered liquidated damages and shall be due and payable as Additional Charges.
In the event the late charge assessment above exceeds the maximum amount allowable
by law, the amount assessed will be adjusted to the maximum amount allowable by law.

D. Adjustment of Base Rent. Beginning on the third anniversary of the
Commencement Date, Base Rent shall be adjusted annually by the Consumer Price
Index (CPI-U) for the Anchorage, Alaska metropolitan area, as computed and published
by the United States Bureau of Labor Statistics. Annual Base Rent adjustments will be
equal to the percentage change between the then-current CPI-U and the CPI-U published
for the same month during the previous year, except the first Base Rent adjustment, which
will occur on the third anniversary of the Commencement Date, will be equal to the
percentage increase in the CPI-U from the Commencement Date to the then-current year.
No adjustments to Base Rent shall cause a reduction in the Base Rent. The City is not
required to give advance written notice of the increase for the adjustment to be effective.

4, USES AND CONDITION OF PREMISES

A. Authorized Uses. Subject to the terms and conditions of this Lease,
Lessee’s use of the Premises is limited to constructing and maintaining the project
detailed in the site development plan (Exhibit B).The Lessee shall give prior written notice
to the City of any proposed changes to the site plan that are in furtherance of its
authorized uses, and such changes are subject to City review and approval not to be
unreasonably withheld or delayed. Lessee shall not leave the Premises unoccupied or
vacant without the City’s prior written consent.
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B. Inspections. The City and its authorized representatives and agents shall
have the right, but not the obligation, to enter the Premises at any reasonable time to
inspect the use and condition of the Premises; to serve, post, or keep posted any notices
required or allowed under the provisions of this Lease, including notices of non-
responsibility for liens; and to do any act or work necessary for the safety or preservation
of the Premises. Except in the event of an emergency, the City will give 48-hours’ advance
written notice of its intent to inspect the Premises. The City shall not be liable in any
manner for any inconvenience, disturbance, loss of business, nuisance, or other damage
arising out of the City’s entry onto the Premises, except for damage resulting directly from
the acts of the City or its authorized representatives or agents

C. Compliance with Laws. Lessee shall maintain and repair the Premises in
compliance with all applicable laws, regulations, ordinances, rules, orders, permits,
licenses, and other authorizations. Lessee shall not use or permit the use of the Premises
for any purpose prohibited by law or which would cause a cancellation of any insurance
policy covering the Premises. Lessee shall not cause or permit any Hazardous Material
(as defined in Section 9.B of this Lease) to be brought upon, kept, or used in, on, or about
the Premises except for such Hazardous Material as is necessary to conduct Lessee’s
authorized uses of the Premises. Any such Hazardous Material brought upon, kept, or
used in, on, or about the Premises shall be used, kept, stored, and disposed of in a
manner that complies with all environmental laws and regulations applicable to
Hazardous Material. Lessee shall not cause or allow the release or discharge of any other
materials or substances that are known to pose a hazard to the environment or human
health.

D. Lessee’s Acceptance of Premises. Lessee has inspected the Premises to
its complete satisfaction and is familiar with its condition, and the City makes no
representations or warranties with respect thereto, including, but not limited to, the
condition of the Premises or its suitability or fitness for any use Lessee may make of the
Premises. Lessee accepts the Premises AS IS, WHERE IS, WITH ALL FAULTS. No
action or inaction by the Council, the City Manager, or any other officer, agent, or
employee of the City relating to or in furtherance of the Lease or the Premises shall be
deemed to constitute an express or implied representation or warranty that the Premises,
or any part thereof, are suitable or usable for any specific purpose whatsoever. Any such
action or inaction shall be deemed to be and constitute performance of a discretionary
policy and planning function only, and shall be immune and give no right of action as
provided in Alaska Statute 9.65.070, or any amendment thereto.

5. DEVELOPMENT PLAN AND SUBSTANTIAL COMPLETION

A. Development Plan. The attached site development plan has been approved
by the Cordova City Council, and is attached to this Lease as Exhibit B. Any proposed
material change to the attached site development plan by Lessee will be treated as an
amendment to the Lease, requiring the written consent of both parties in accordance with
Section 21.E. The Lease does not confer any approval of or substitute for any approval
process required in Cordova Municipal Code. Rather it is Lessee’s responsibility to
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ensure the site development plan complies with all city code requirements and
procedures.

B. Substantial Completion. Lessee must substantially complete construction
of the project set forth in the site development plan attached as Exhibit B and described
by 1 and 2 of that document. by , 2019, which is three (3) years after the
Lease’s Commencement Date. As used in this Lease, the term “substantially complete”
shall mean the stage of construction when the building(s), whose footprint is outlined in
the site development plan, including its structure, facade, windows, roof, heating, and
lighting, are sufficiently complete so that Lessee can occupy and use the building and
install or cause the installation of all equipment required for the contemplated use thereof,
and Lessee has provided to the City certificates of inspection from certified inspectors
providing that the above obligations have been met. If Lessee fails to substantially
complete the construction of the project set forth in the site development plan by

, 2019, Lessee will be in default of this Lease and the City may terminate the
Lease and take any other action detailed in Section 12.

6. REPRESENTATIONS AND WARRANTIES

Lessee represents and warrants to the City that Lessee is not delinquent in the
payment of any obligation to the City, and that Lessee has not previously breached or
defaulted in the performance of a material contractual or legal obligation to the City, which
breach or default has not been remedied or cured.

7. ASSIGNMENTS AND SUBLETTING; SUBORDINATION

Lessee shall not assign or otherwise transfer this Lease or any interest herein or
sublet the Premises or any portion thereof, or permit the occupancy of any part of the
Premises by any other person or entity, without the prior written consent of the City, which
consent may be withheld in the City’s absolute discretion.

OPERATIONS, MAINTENANCE, UTILITIES, TAXES, & ASSESSMENTS

Lessee shall, at Lessee’s sole cost and expense, be solely responsible for:
(i) maintaining and repairing the Premises and shall not commit or allow any waste upon
the Premises; (ii) obtaining any and all permits and approvals necessary for Lessee’s use
of the Premises; (iii) all utilities and services needed for Lessee’s use of the Premises;
(iv) all taxes and assessments levied against the Premises, and Lessee agrees to pay all
such taxes and assessments when due, including, but not limited to, all utility bills and
special assessments levied and unpaid as of the Commencement Date or hereafter levied
for public improvements; (v) all licenses, excise fees, and occupation taxes with respect
to the business and activities conducted on the Premises; (vi) all real property taxes,
personal property taxes, and sales taxes related to the Premises or Lessee’s use or
occupancy thereof; and (vii) any taxes on the leasehold interest created under this Lease.
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8. LIENS

Lessee will suffer no lien or other encumbrance to attach to the Premises,
including, without limitation, mechanic’s or materialman’s liens, sales tax liens under
Cordova Municipal Code 5.40.125, or property tax liens under Cordova Municipal
Code 5.36.260. If the City posts any notice of non-responsibility on the Premises, Lessee
will ensure that the notice is maintained in a conspicuous place.

9. INDEMNIFICATION

A. General Indemnification. Lessee shall defend, indemnify, and hold the City
and its authorized representatives, agents, officers, and employees harmless from and
against any and all actions, suits, claims, demands, penalties, fines, judgments, liabilities,
settlements, damages, or other costs or expenses (including, without limitation, attorneys’
fees, court costs, litigation expenses, and consultant and expert fees) resulting from,
arising out of, or related to Lessee’s occupation or use of the Premises or the occupation
or use of the Premises by Lessee’s employees, agents, servants, customers, contractors,
subcontractors, sub-lessees, or invitees, including, but not limited, to all claims and
demands arising out of any labor performed, materials furnished, or obligations incurred
in connection with any improvements, repairs, or alterations constructed or made on the
Premises and the cost of defending against such claims, including reasonable attorneys'
fees. In the event that such a lien is recorded against the Premises, Lessee shall, at
Lessee’s sole expense within ninety (90) days after being served with written notice
thereof, protect the City against said lien by filing a lien release bond or causing the
release of such lien.

B. Environmental Indemnification. The City makes no representation or
warranty regarding the presence or absence of any Hazardous Material (as hereafter
defined) on the Premises. Lessee releases the City and its authorized representatives,
agents, officers, and employees from any and all actions, suits, claims, demands,
penalties, fines, judgments, liabilities, settlements, damages, or other costs or expenses
(including, without limitation, attorneys’ fees, court costs, litigation expenses, and
consultant and expert fees) arising during or after the Lease Term, that result from the
use, keeping, storage, or disposal of Hazardous Material in, on, or about the Premises by
Lessee, or that arise out of or result from Lessee’s occupancy or use of the Premises or
the use or occupancy of the Premises by Lessee’s employees, agents, servants,
customers, contractors, subcontractors, sub-lessees, invitees (other than the City), or
authorized representatives. This release includes, without limitation, any and all costs
incurred due to any investigation of the Premises or any cleanup, removal, or restoration
mandated by a federal, state, or local agency or political subdivision, or by law or
regulation. Lessee agrees that it shall be fully liable for all costs and expenses related to
the use, storage, and disposal of Hazardous Material generated, kept, or brought on the
Premises by Lessee, its employees, agents, servants, customers, contractors,
subcontractors, sub-lessees, invitees, or authorized representatives.

Lessee shall defend, indemnify, and hold the City and its authorized
representatives, agents, officers, and employees harmless from and against any claims,
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demands, penalties, fines, judgments, liabilities, settlements, damages, costs, or
expenses (including, without limitation, attorneys’ fees, court costs, litigation expenses,
and consultant and expert fees) of whatever kind or nature, known or unknown,
contingent or otherwise, arising in whole or in part from or in any way related to: (i) the
presence, disposal, release, or threatened release of any such Hazardous Material on or
from the Premises, soil, water, ground water, vegetation, buildings, personal property,
persons, animals, or otherwise; (ii) any personal injury or property damage arising out of
or related to such Hazardous Material; (iii) any lawsuit brought or threatened, settlement
reached, or government order relating to such Hazardous Material; and (iv) any violation
of any laws applicable to such Hazardous Material; provided, however, that the acts giving
rise to the claims, demands, penalties, fines, judgments, liabilities, settlements, damages,
costs, or expenses arise in whole or in part from the use of, operations on, or activities on
the Premises by Lessee or its employees, agents, servants, customers, contractors,
subcontractors, sub-lessees, invitees (other than the City), or authorized representatives.

As used in this Lease, “Hazardous Material” means any substance which is toxic,
ignitable, reactive, or corrosive or which is regulated by any federal, state, or local law or
regulation, as now in force or as may be amended from time to time, relating to the
protection of human health or the environment, as well as any judgments, orders,
injunctions, awards, decrees, covenants, conditions, or other restrictions or standards
relating to the same. “Hazardous Material” includes any and all material or substances
that are defined as “hazardous waste,” “extremely hazardous waste,” or a “hazardous
substance” under any law or regulation.

10. INSURANCE

Lessee shall procure and maintain, at Lessee’s sole cost and expense, the
following policies of insurance with a reputable insurance company or companies
satisfactory to the City:

A Commercial General Liability. Commercial general liability insurance in
respect of the Premises and the conduct of Lessee’s business and operations, naming
the City as an additional insured, with minimum limits of liability of One Million Dollars
($1,000,000) per occurrence and Two Million Dollars ($2,000,000) aggregate;

B. Property Insurance. Property insurance, insuring against loss or damage
by fire and such other risks as are customarily included in the broad form of extended
coverage, in an amount of coverage not less than the replacement value of the
improvements on the Premises, if any, and on such commercially reasonable terms and
consistent with the customary commercial coverages in the city of Cordova;

C. Personal Property Insurance. Personal property insurance covering
Lessee’s trade fixtures, furnishings, equipment, and other items of personal property, as
soon as such items are located on the Premises; and

D. Workers’ Compensation Insurance. Workers’ compensation insurance and
other insurance as required by law.
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All insurance required under this Lease shall contain an endorsement requiring
thirty (30) days’ advance written notice to the City before cancellation or change in the
coverage, scope, or amount of any policy. Before commencement of the Lease Term,
Lessee shall provide the City with proof of the insurance required by this Section 10,
except where noted above.

11. OWNERSHIP AND REMOVAL OF THE FACILITIES

Unless Lessee exercises its Option (defined in Section 20) (in which case all
improvements made be Lessee shall continue to be owned by Lessee), the facilities on
the Premises are and shall remain the property of Lessee until the expiration or earlier
termination of this Lease. Upon expiration or earlier termination of this Lease, at the
option of the City, title to and ownership of the facilities shall automatically pass to, vest
in, and belong to the City without further action on the part of either party other than the
City’s exercise of its option, and without cost or charge to the City. Lessee shall execute
and deliver such instruments to the City as the City may reasonably request to reflect the
termination of Lessee’s interest in this Lease and the facilities and the City’s title to and
ownership thereof.

But upon expiration or earlier termination of this Lease, Lessee shall remove from
the Premises, at Lessee’s sole expense, all of the facilities or the portion thereof that the
City designates must be removed. In such event, Lessee shall repair any damage to the
Premises caused by the removal and return the Premises as near as possible to its
original condition as existed on the Commencement Date. All facilities which are not
promptly removed by Lessee pursuant to the City’s request and in any event within thirty
(30) days of the date of expiration or termination of this Lease may be removed, sold,
destroyed or otherwise disposed of in any manner deemed appropriate by the City, all at
Lessee’s sole expense, and Lessee hereby agrees to pay the City for such expenses.

Notwithstanding any provision to the contrary in this Lease, all petroleum, fuel, or
chemical storage tanks installed in or on the Premises during the Lease Term will remain
Lessee’s property and upon expiration or earlier termination of this Lease, Lessee must
remove these items and all contaminated soil and other material from the Premises, at
Lessee’s sole expense.

12. DEFAULT AND REMEDIES

A. Default. The occurrence of any of the following shall constitute a default
and a breach of this Lease by the Lessee:

i The failure to make payment when due of any Base Rent, Additional
Charges, or of any other sum herein specified to be paid by the Lessee if such failure is
not cured within ten (10) days after written notice has been given to Lessee;

ii. The failure to pay any taxes or assessments due from the Lessee to

the City and in any way related to this Lease, the Premises, any improvements, or the
Lessee’s activities or business conducted thereon, including, but not limited to, any real
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property, personal property, or sales tax if such failure is not cured within thirty (30) days
after written notice has been given to Lessee;

iii. Lessee’s failure to substantially complete the site development plan,
as required by Section 5;

iv. An assignment for the benefit of Lessee’s creditors or the filing of a
voluntary or involuntary petition by or against Lessee under any law for the purpose of
adjudicating Lessee a bankrupt; or for extending the time for payment, adjustment, or
satisfaction of Lessee’s liabilities; or for reorganization, dissolution, or arrangement on
account of or to prevent bankruptcy or insolvency, unless the assignment or proceeding,
and all consequent orders, adjudications, custodies, and supervision are dismissed,
vacated, or otherwise permanently stated or terminated within thirty (30) days after the
assignment, filing, or other initial event;

V. The appointment of a receiver or a debtor-in-possession to take
possession of the Premises (or any portion thereof); Lessee’s interest in the leasehold
estate (or any portion thereof); or Lessee’s operations on the Premises (or any portion
thereof), by reason of Lessee’s insolvency;

vi. The abandonment or vacation of the Premises continues for a period
of three (3) months of any consecutive four (4) month period during the Lease Term;
notwithstanding the foregoing, leaving the Premises vacant pending development of
improvements shall not be deemed abandonment;

Vii. Execution, levy, or attachment on Lessee’s interest in this Lease or
the Premises, or any portion thereof;

viii. The breach or violation of any statutes, laws, regulations, rules, or
ordinances of any kind applicable to Lessee’s use or occupancy of the Premises if such
breach or violation continues for a period of thirty (30) days or longer; or

iX. The failure to observe or perform any covenant, promise, agreement,
obligation, or condition set forth in this Lease, other than the payment of rent, if such
failure is not cured within thirty (30) days after written notice has been given to Lessee,
or if the default is of a nature that it cannot be cured within thirty (30) days, then a cure is
commenced within thirty (30) days and diligently prosecuted until completion, weather
and force majeure permitting. Notices given under this subsection shall specify the
alleged breach and the applicable Lease provision and demand that the Lessee perform
according to the terms of the Lease. No such notice shall be deemed a forfeiture or
termination of this Lease unless the City expressly elects so in the notice.

B. Remedies. If the Lessee breaches any provision of this Lease, in addition
to all other rights and remedies the City has at law or in equity, the City may do one or
more of the following:

i. Distrain for rent due any of Lessee’s personal property which comes
into the City’s possession. This remedy shall include the right of the City to dispose of

LEASE WITH OPTION TO PURCHASE Page 8 of 18



Lessee’s personal property in a commercially reasonable manner. Lessee agrees that
compliance with the procedures set forth in the Alaska Uniform Commercial Code with
respect to the sale of property shall be a commercially reasonable disposal;

i. Re-enter the Premises, take possession thereof, and remove all
property from the Premises. The property may be removed and stored at Lessee’s
expense, all without service of notice or resort to legal process, which Lessee waives,
and without the City becoming liable for any damage that may result unless the loss or
damage is caused by the City’s negligence in the removal or storage of the property. No
re-entry by the City shall be deemed an acceptance of surrender of this Lease. No
provision of this Lease shall be construed as an assumption by the City of a duty to re-
enter and re-let the Premises upon Lessee’s default. If Lessee does not immediately
surrender possession of the Premises after termination by the City and upon demand by
the City, the City may forthwith enter into and upon and repossess the Premises with
process of law and without a breach of the peace and expel Lessee without being deemed
guilty in any manner of trespass and without prejudice to any remedies which might
otherwise be used for arrears of rent or breach of covenant;

iii. Declare this Lease terminated;

iv. Recover, whether this Lease is terminated or not, reasonable
attorneys’ fees and all other expenses incurred by the City by reason of the default or
breach by Lessee, less any rents received in mitigation of Tenant’s default (but City is not
under any duty to relet Premises);

V. Recover an amount to be due immediately upon breach equal to the
sum of all Base Rent, Additional Charges, and other payments for which Lessee is
obligated under the Lease;

Vi. Recover the costs of performing any duty of Lessee in this Lease; or

Vii. Collect any and all rents due or to become due from subtenants or
other occupants of the Premises

13. SUBSIDENCE

The City shall not be responsible for any washout, subsidence, avulsion, settling,
or reliction to the Premises or for any injury caused thereby to Lessee’s, any sub-lessee’s,
or any other person’s property. The City is not obligated to replace, refill, or improve any
part of the Premises during Lessee’s occupancy in the event of a washout, subsidence,
avulsion, settling, or reliction.

14. VACATION BY LESSEE

Upon the expiration or sooner termination of this Lease, Lessee shall peaceably
vacate the Premises and the Premises shall be returned to the City by Lessee together
with any alterations, additions, or improvements, unless the City requests that they be
removed from the Premises. Upon such vacation, Lessee shall remove from the
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Premises any items of personal property brought on to the Premises. Any such property
not removed from the Premises within thirty (30) days of the expiration or termination of
this Lease shall become the property of the City at no cost or charge to the City, and may
be removed, sold, destroyed, or otherwise disposed of in any manner deemed
appropriate by the City, all at Lessee’s sole expense, and Lessee hereby agrees to pay
the City for these expenses.

15. RESERVATION OF RIGHTS

The City reserves the right to designate and grant rights-of-way and utility
easements across the Premises without compensating Lessee or any other party,
including the right of ingress and egress to and from the Premises for the construction,
operation, and maintenance of utilities and access, provided that Lessee shall be
compensated for the taking or destruction of any improvements on the Premises, and
provided further that the City’s designation will not unreasonably interfere with Lessee’s
improvements or use of the Premises. Lessee shall be responsible for requesting a rental
adjustment to reflect any reduction in the value of the Premises.

16. SIGNS

No signs or other advertising symbols, canopies, or awnings shall be attached to
or painted on or within the Premises without approval of the City Manager first being
obtained; provided, however, that this prohibition shall not apply to standard, directional,
informational and identification signs of two square feet or less in size. At the termination
of this Lease, or sooner, all such signs, advertising matter, symbols, canopies, or
awnings, attached or painted by Lessee shall be removed from the Premises by Lessee
at its own expense, and Lessee shall repair any damage or injury to the Premises, and
correct any unsightly conditions caused by the maintenance or removal of said signs.

17. HOLDING OVER

If Lessee, with the City’s written consent, remains in possession of the Premises
after the expiration or termination of the Lease for any cause, or after the date in any
notice given by the City to Lessee terminating this Lease, such holding over shall be
deemed a tenancy from month to month at the same Base Rent applicable immediately
prior to such expiration or termination, subject to adjustment in accordance with Cordova
Municipal Code 5.22.090.C, or such successor provision of the code then in effect, and
shall be terminable on thirty (30) days’ written notice given at any time by either party. All
other provisions of this Lease, except those pertaining to term, rent, and purchase option,
shall apply to the month-to-month tenancy. If Lessee holds over without the City’s
express written consent, Lessee is deemed to be a tenant at sufferance and may be
removed through a forcible entry and detainer proceeding without service on Lessee of a
notice to quit.

18. EMINENT DOMAIN

If the whole or any part of the Premises shall be taken for any public or quasi-
public use, under any statute or by right of eminent domain or private purchase in lieu
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thereof by a public body vested with the power of eminent domain, then the following
provisions shall be operative:

A. Total Taking. If the Premises are totally taken by condemnation, this Lease
shall terminate;

B. Partial Taking. If the Premises are partially taken by condemnation, then
this Lease shall continue and the rent as specified in Section 3 above shall be abated in
a proportion equal to the ratio that the portion of the Premises taken bears to the total
Premises leased hereunder; and

C. Award. Upon condemnation, the parties shall share in the award to the
extent that their interests, respectively, are depreciated, damaged, or destroyed by the
condemnation.

19. COSTS

Lessee shall be liable to and shall pay the City for the fees and costs incurred by
the City in connection with the negotiation, drafting, preparation, operation, and
enforcement of this Lease, including, without limitation, attorneys’ fees and costs incurred
by the City. All outstanding fees and costs shall be paid in full no later than the time of
the City’s execution of this Lease.

20. BUYER’S OPTION TO PURCHASE

A. Option. The City hereby grants to Lessee an option (the “Option”) to
purchase the Premises upon the terms and conditions stated in this Lease.

B. Option Period. The Option will commence upon the Commencement Date
of this Lease and terminate the date the Lease terminates (the “Option Period”). If Lessee
fails to exercise the Option during the Option Period, neither party shall have any further
rights or claims against the other party by reason of the Option.

C. Exercise of Option. To exercise the Option, Lessee must provide written
notice (“Notice of Exercise of Option”) to the City, delivered or mailed by certified or
registered mail, return receipt requested, to the City’s address set forth in Section 21.E,
at least sixty (60) days prior to the date Lessee intends to exercise the Option.

D. Conditions to Exercise Option. Lessee can only exercise the Option if all of
the following conditions are satisfied: (i) no default exists or is continuing under this Lease
and (ii) the building as described in the site development plan attached as Exhibit B is
substantially completed as defined in Section 5 B.

E. Purchase Price. Lessee shall have the right to purchase the Premises for
$505,000.00 (“Purchase Price”) until the third anniversary of the Commencement Date.
If Lessee exercises its Option to purchase the Premises after the third anniversary of the
Commencement Date, the Purchase Price will be adjusted to the current fair market
value, as reasonably determined by Alaska Appraisal & Consulting Group or by a mutually
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agreed upon Appraisal Company licensed by the State of Alaska; excluding all
improvements completed by Lessee under this Lease. In the event that Lessee exercises
the Option on or before , 2023, which is seven (7) years after the Lease’s
Commencement Date, payment due at Closing to the City (“Closing Payment”) will equal
the Purchase Price reduced by all Base Rent payments paid by Lessee to the City under
this Lease. In the event that Lessee exercises the Option after , 2023,
which is seven (7) years after the Lease’s Commencement Date, the Closing Payment
will equal the Purchase Price, and the Closing Payment will not be reduced by any Base
Rent payments paid by Lessee to the City under this Lease.

F. Closing Date. The Closing must occur on a date (the “Closing Date”)
mutually agreed upon by the parties, but must be within sixty (60) days after the exercise
of the Option.

G. Closing. At Closing, the City shall deliver a quitclaim deed, subject to
matters of record, including those matters that have arisen out of Lessee’s use and
occupancy of the Premises, in recordable form, transferring marketable title (subject to
Lessee’s reasonable approval) and Lessee shall execute and deliver to the City the
Closing Payment in full, in immediately available funds. This Lease will terminate upon
the Closing of Lessee’s purchase of the Premises. All costs and fees (including attorneys’
fees) associated with the negotiation, drafting, preparation, and enforcement of a
purchase and sale agreement and related documents, the closing of the transaction, and
the termination of the leasehold interest in the Premises, including, but not limited to,
environmental assessments, appraisal fees, escrow fees, recording fees, and title
insurance, will be paid by Lessee.

H. Cooperation for Consummating the Option. If Lessee exercises the Option,
the City and Lessee each covenant and agree to sign, execute, and deliver, or cause to
be signed, executed, and delivered, and to do or make, or cause to be done or made,
upon the written request of the other party, any and all agreements, instruments, papers,
deeds, acts, or things, supplemental, confirmatory, or otherwise, as may be reasonably
required by either party hereto for the purpose of or in connection with consummating the
Option.

l. City’s Right of First Refusal. In the event Lessee exercises its Option and
subsequently determines to sell or otherwise dispose of the Premises, the City shall have
a continuous and exclusive right of first refusal to purchase the Premises. The parties
must either include notice of the City’s right of first refusal in the deed transferring the
Premises to the Lessee, or execute a separate document acceptable to the City and in a
recordable form ensuring the City’s right of first refusal hereunder. The document must
be recorded contemporaneously with the recording of the deed. The City’s right of first
refusal to purchase the Premises contains the following terms and conditions:

i. Lessee may accept an offer for the sale or other disposition of the
Premises only if it is made subject to the City’s right of first refusal herein. Upon
acceptance of an offer for the sale, disposition, conveyance, or transfer from a third party
(the “Purchase Offer”), Lessee will present a copy of the Purchase Offer and acceptance
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to the City by written notice at the address set forth in Section 21.E. The City will then
have sixty (60) days to either agree to purchase the Premises on the same terms and
conditions set forth in the Purchase Offer, or decline to exercise its right of first refusal.
The City shall give written notice of its decision to exercise or decline to exercise its right
of first refusal to Lessee at the address set forth in Section 21.E no later than sixty (60)
days after being presented with a copy of the Purchase Offer.

i. If the City declines to exercise its right of first refusal, Lessee may
then sell or otherwise dispose of the Premises to the third party on the same terms and
conditions set forth in the Purchase Offer. If the sale or other disposition is completed on
the same terms and conditions set forth in the Purchase Offer, then any interest of the
City in and to the Premises shall cease and be of no further force and effect and the City
shall provide in recordable form a release of its right of first refusal at the closing of the
sale to the third party. [f the sale or other disposition is not completed on the terms and
conditions in the Purchase Offer, then the City will continue to have its exclusive right of
first refusal under the procedures outlined above in this Section, before Lessee may
convey or transfer its interest in the Premises to a third party.

21. MISCELLANEOUS

A. Time Is of the Essence. Time is of the essence for this Lease and of each
provision hereof.

B. Entire Agreement. This Lease represents the entire agreement between
the parties with respect to the subject matter hereof, and may not be amended except in
writing executed by the City and Lessee.

C. Governing Law and Venue. This Lease shall be subject to the provisions of
the Cordova Municipal Code now or hereafter in effect. This Lease shall be governed by
and construed in accordance with Alaska law and any action arising under this Lease
shall be brought in a court of competent jurisdiction in Cordova, Alaska.

D. Relationship of Parties. Nothing in this Lease shall be deemed or construed
to create the relationship of principal and agent, partnership, joint venture, or of any
association between Lessee and the City. Neither the method of computation of rent, nor
any other provisions contained in this Lease, nor any acts of the parties shall be deemed
to create any relationship between the City and Lessee other than the relationship of
lessee and lessor.

E. Notice. All notices hereunder may be hand-delivered or mailed. If mailed,
they shall be sent by certified or registered mail to the following respective addresses:

TO CITY:

City of Cordova

Attn: City Manager
P.O. Box 1210
Cordova, Alaska 99574
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TO LESSEE:

Facility Contractors, LLC
P.O. Box 2034
Cordova, Alaska 99574

or to such other address as either party hereto may from time to time designate in
advance in writing to the other party. Notices sent by mail shall be deemed to have been
given when properly mailed. The postmark affixed by the U.S. Post Office shall be
conclusive evidence of the date of mailing. If hand-delivered, notice shall be deemed to
have been made at the time of delivery.

F. Captions. Captions herein are for convenience and reference and shall not
be used in construing the provisions of this Lease.

G. No Waiver of Breach. No failure by the City to insist upon the strict
performance of any term, covenant, or condition of this Lease, or to exercise any right or
remedy upon a breach thereof, shall constitute a waiver of any such breach or of such
term, covenant, or condition. No waiver of any breach shall effect or alter this Lease, but
each and every term, covenant, and condition of this Lease shall continue in full force and
effect with respect to any other existing or subsequent breach.

H. Survival. No expiration or termination of this Lease shall expire or terminate
any liability or obligation to perform which arose prior to the termination or expiration.

l. Partial Invalidity. If any provision of this Lease is held by a court of
competent jurisdiction to be invalid, void, or unenforceable, the remainder of the
provisions shall remain in full force and effect and shall in no way be affected, impaired,
or invalidated.

J. Successors and Assigns. The terms, covenants, and conditions in this
Lease shall inure to the benefit of and shall be binding upon the successors and permitted
assigns of the City and Lessee.

K. Estoppel Certificates. Either party shall at any time and from time to time,
upon not less than ten (10) days’ prior written request by the other party, execute,
acknowledge, and deliver to such party a statement certifying that this Lease has not
been amended and is in full force and effect (or, if there has been an amendment, that
the same is in full force and effect as amended and stating the amendments); there are
no defaults existing (or, if there is any claimed default, stating the nature and extent
thereof); and stating the dates up to which the Base Rent and Additional Charges have
been paid in advance.

L. Recordation of Lease. The parties agree that this Lease shall not be
recorded, but upon the request of either party, the other party will join the requesting party
in executing a memorandum of lease in a form suitable for recording, and each party
agrees that such memorandum shall be prepared and recorded at the requesting party’s
expense.
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M. Authority. Lessee represents that it has all necessary power and is duly
authorized to enter into this Lease and carry out the obligations of Lessee. Lessee further
represents that Lessee has the necessary power to authorize and direct the officer of
Lessee whose name and signature appear at the end of this Lease to execute the Lease
on Lessee’s behalf.

N. Exhibits. Exhibits A and B to this Lease are specifically incorporated into
the Lease.
O. No Third-Party Beneficiaries. Nothing in this Lease shall be interpreted or

construed to create any rights or benefits to any parties not signatories, successors, or
permitted assigns of signatories to this Lease.

P. Interpretation. The language in all parts of this Lease shall in all cases be
simply construed according to its fair meaning and not for or against the City or Lessee
as both City and Lessee have had the assistance of attorneys in drafting and reviewing
this Lease.

Q. Counterparts. This Lease may be executed in counterparts, each of which
when so executed and delivered shall be deemed to be an original and all of which taken
together shall constitute one and the same instrument.

R. Attorneys’ Fees. In the event that any suit or action is brought to enforce
this Lease or any term or provision hereof, the parties agree that the prevailing party shall
recover all attorneys’ fees, costs, and expenses incurred in connection with such suit or
action to the maximum extent allowed by law.

IN WITNESS WHEREOF, the parties have caused this Lease to be executed as
of the Commencement Date.

CITY: CITY OF CORDOVA

By:

Its:

LESSEE: FACILITY CONTRACTORS, LLC

By:

Its:
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Facility Contractors LLC
PO Box 2034

Cordova, AK 99574

(907) 424-7765

(907) 424-7768 fax

January 5, 2016

PROPOSAL FOR LIBRARY / MUSEUM PROPERTY

Exhibit B

Development Plan

Additional Required Information.

1.

We respectfully propose the creation of Pioneer Square on lots 12-18, Original
Townsite. We will develop a retail/office/hospitality complex utilizing the existing
Library and Museum structures.

The proposed development will entail 1: the complete demolition of the flat-roofed
structure between the two buildings, 2: the complete interior and exterior
renovation of the existing Library and Museum buildings, 3: the lengthening of the
Museum building approximately 20 feet creating a ‘square’ of the structures on the
property, and 4: the creation of a courtyard between the structures and covered
walkways along the perimeter.

The Library building will contain up to 8 storefronts, with half facing Adams Street
and half the interior courtyard. These units can be divided or combined to meet
the needs of larger or smaller businesses or organizations.

The Museum building will contain a large reception hall, a certified kitchen for food
preparation, and up to 4 small storefronts facing the courtyard. The courtyard at
the interior of the square will meet the need for outdoor space (both covered and
open air) for social gatherings.

The total interior square footage of the development will be 5500 square feet,
with an additional 2500 square feet of covered walkway around the square and
through the courtyard. The courtyard in the center of the square will contain
approximately 2000 square feet of usable open air space which will allow outdoor
functions. In total, nearly all of the 10,000 square feet contained within the limits
of the covered perimeter of the square will be utilized for commercial and
hospitality space.

The square will include up to 20 off-street parking stalls. The entirety of lot 18 will
remain parking as will the rear portions of lots 12, 13, 14 and 15.
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3. Attached is an elevation sketch of the proposed Pioneer Square and a plan view
drawing showing the layout of the development.

4. The creation of Pioneer Square on lots 12-18 will be a benefit to 1: existing small
businesses, 2: potential business start-ups, 3: businesses requiring the use of a
certified kitchen for food preparation, 4: entities requiring office space, 5: the
public through increased offerings of products, services and competition, and 6:
the City treasury through new sales tax and property tax revenues.

The creation of Pioneer Square will also benefit the City of Cordova by supporting
the goal of diversification and growth that led to the creation of the Cordova Center.
Pioneer Square will be a direct support to the functions of the Cordova Center
through the availability of local products and services to visitors, and additional
hospitality space and an alternate venue.

5. The total dollar investment in the creation of Pioneer Square will be
approximately $1.1 million.

6. We propose to begin development of Pioneer Square in 2016, and complete the
development in phases over the next 3 years.
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