GROUND LEASE - KELOWNA INTERNATIONAL AIRPORT LAND

THIS LEASE dated for reference << Vaa@as_ {k"("—-, 2022 s

BETWEEN:
CITY OF KELOWNA
1235 Water Street, Kelowna BC V1Y 1l4
(the“City")
AND:
PJS REALESTATE HOLDINGS LTD. (Reg. No. AO123978)
1311 9 Ave S.W. Suite 300, Calgary AB T3C oHg
(the"Tenant”)
WHEREAS:
Al The City istheregistered ownerin fee simple ofthelands located at 6280 Lapointe Drive,

Kelowna, British Columbiaand legally described as:

PID: 030-478-430 )
LOT 2 DISTRICTLOT 120 OSOYOOSDIVISION YALE DISTRICT PLAN EPP65593

(the“Lands").

B. The City has agreed to lease the Lands to the Tenant for the Term in order that the
Tenant may erect the Buildings and use, occupy, and enjoy the Lands and the Buildings
uponthe terms and conditions, and subject to the provisos, contained in this Lease.

C. Pursuant to section 26 of the Community Charter, the City has posted and published
notice of itsintention to lease the Lands to the Tenant.

NOW THIS LEASE WITNESSES thatin considerationofthe Rent, covenants, and agreements to
be paid, observed, and performed by the Tenant, the City leasestothe Tenant and the Tenant

leases from the City the Lands upon the terms and conditions and subject to the provisos
contained in this Lease.

This Lease is made upon and subject to the following covenants and conditions which each of
the City and the Tenant respectively covenants and agrees to keep, observe, and perform to the
extent thatthe same are binding or expressed to be binding uponit.
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1.

11

DEFINITIONS

The terms defined in this Section 1.1, for all purposes of this Lease unless atherwise
specifically provided, have the following meanings:

(a;

(b}

<

(d)

(e)

(i}

“Additional Rent” means the amounts, if any, payable by the Tenant pursuant
to Sections3.9, 4.1, 4.2, 4.3, 4.4, 9.8 and g.g of this Lease and section ¢ of
Schedule A of this Lease, togetherwith any other and additional amounts that

are expressed in this Lease to be added to and made part of Additional Rent,
otherthan BasicRent.

“Appraisal” means a written opinion of the Fair Market Rent prepared by an
Appraiserin accordance with generally accepted appraisal practices.

“Appraiser” means a person who is accredited as an appraiser by the Appraisal
[nstitute of Canada AAC! designation or the Real Estate Institute of British
Columbia (REIBC) designation.

“Architect” means architect(s)appointed by the Tenant with a written approval
of the City, who is a member in good standing of the Architectural Institute of
British Columbia.

“Authority” means the City of Kelowna or other municipal authority having
jurisdiction over development onthe Land.

“Basic Rent” as of any particular time means the net basicrental provided forin
this Lease as specified in Section 3.2 of this Lease.

“Buildings” means an approximately 24,000 square feet industrial warehouse
constructed uponthe Lands by orforthe Tenant pursuant to the provisions of this
Lease, including, without limitation, hard landscaping and all necessary services
and ancillary facilities, together with all replacements, alterations, additicns,
changes, substitutions, improvements, or repairs to them and all other

improvements from time to time constructed upon or affixed or appurtenant to
the Lands.

*Commencement Date” means Octobers, 2022.

“Commencement of Construction” means that a building permit or permits
have been issued to the Tenant by the Authority for the Buildings, and the
foundations and footings of the Buildings have been commenced as certified to
the City bythe Architect.
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(s}

“Cost of Site Works” means costs and expenses incurred by the Tenant to
complete the Site Works.

*Development Permit” means the development permit issued by the Authority
tothe Tenant relating to the development of the Lands.

“Environmental Contaminants” means any contaminants, pollutants,
hazardous, corrosive or toxic substances, flammable materials, explosive
materials, radioactive materials, dangerous goods, microwaves, hazardous
waste, urea formaldehyde, asbestos, noxious substances, compounds known as
chlorobiphenyls, mould, and any other substance or material the storage,
manufacture, disposal, treatment, generation, use, transport, remediation, or
Release of which into the environment is prohibited, regulated, controlled, or
licensed under Environmental Laws.

“Environmental Laws” means any laws, statutes, regulations, orders, bylaws,
permits, or lawful requirements of any government authority with respect to
environmental protection, or requlating, controlling, licensing, or prohibiting
Environmental Contaminants.

“Fair Market Rent” means the rent, being BasicRent, that would reasonably be
obtained by a willing landlord forsimilar premises froma willing tenant dealing in
good faith and at arm’s length, for the highest and best use as permitted from
time to time by the Authority.

"Facility Alteration Permit” means an application submitted to Kelowna
International Airpert for the review of all proposed construction and
development on new or existing buildings to ensure the werk dees not harm
airportoperations erinfrastructure.

“Land” meanstheselandsinthe Province of British Columbiadescribed inRecital
A

“Lease” means this lease, including all schedules attached to thislease.

“Mortgage” means a mortgage or mortgages upon or in respect of and
specifically charging the feasehold interest of the Tenant in the Lands and the
Buildings or any part of them and includes any debenture or deed of trust and
mortgagetosecure any bonds ordebenturesissued underit, and any assignment
of rents made to the Mortgagee as security.

“Mortgagee” means a mortgagee or mortgagees under a Mortgage.
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v)

(w)

(x)

(y)

(2)

(aa)

(bb)

(cc)

(dd)

"Person” or any word or expression descriptive of a person, includes any body
corporate and politic, the heirs, executors, administrators, or other legal
representatives of such person.

“Prime Rate” means the annual percentage rate of interest established from
time to time by the Royal Bank of Canada, Main Branch, Vancouver, British
Columbia as the baserate that will be used to determine rates of interest charged
by it for Canadian dollar loans to customers in Canada and designated by the
Royal Bank of Canada as the prime rate.

“Occupation Date” means the earlier of i) the date that anoccupancy permit has
been issued in respect of any part of the Lands by the City or ii) the date that is
twenty-four (24) months after the Commencement Date oriii) thedate mutually
agreed between the City and the Tenant.

“Release” includes any release, spill, leak, pumping, pouring, emission,
emptying, discharge, injection, escape, leaching, migration, disposal, or
dumping.

“Rent” means the Basic Rent, Additional Rent, and any otheramounts payable
by the Tenant under this Lease.

"Security Deposit” means the sum of $50,000.00 to be paid and applied in
accordance with Section3.6 ofthis Lease.

"Site Works”means excavationand gradingthe Landsto astate of a fully graded
sitesuitable forconstruction.

“Substantial Completion” means substantial completion as defined in
Sectiong.2 ofthis Lease.

“Tenancy Arrangements” means all subleases, licences, tenancy agreements,
and allrights of use and occupation of every nature and kind, present and future,
existing or at any time made during the existence of this Lease in respect of any
portionof the Lands or Buildings.

"“Term* means the 6o-year period commencing on October 1, 2022 and ending
at 4:00 p.m. on August 31, 2082.

“Trustee” means a trust company duly authorized to carry on business in the

Province of British Columbia appointed by the City forthe purposes of Sections
5.5and 8.3.
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2.

1.2 All of the provisions of this Lease will be deemed and construed to be conditions as well
as covenants as though the words specifically expressing or importing covenants or
conditions were used in each separate sectionofthis Lease.

1.3 The words “herein”, “*hereby”, “hereunder”, and words of similar import refer to this
Lease asa whole and notto any particulararticle orsectionof the Lease.

1.4 Thecaptionsand headingsthroughout this Lease are for convenience and reference only
and the words and phrases used in the captions and headings will in no way be held or
deemed to define, limit, describe, explain, modify, amplify, or add to the interpretation,

construction, or meaning of any section or the scope or intent of this Lease, nor in any
way affect this Lease.

TERM
2.1. Term

The Term of this Lease shall be for the period set out in Section 1.1(cc), beginning on the
Commencement Date, and subject to earliertermination orrenewal onthe terms and conditions
as setoutin this Lease.

2.2. Option to Renew

Ifthe Tenant:

(a) gives notice to the City that the Tenant wishes to obtain renewal of this Lease,
such noticeto be given not more than12 months and not laterthan six(6) months

prior to the expiration of the initial Term of 60 (sixty) years or subsequent
renewal;

(b) at the time of giving such notice, the Tenant is not in breach of any covenant or
condition herein contained and which has not been remedied within the time
provided forin this Lease; and

(c) has duly and regularly throughout the Term observed and performed the
covenants and conditions herein contained,

then the City, at its sole and absolute discretion, may grant to the Tenant at the Tenant’s
expense a renewal ofthis Lease forthe renewal term of ten (10) years, uponthe sameterms and
conditions, except the Base Rent shall be Fair Market Rent determined pursuant to Section 3.4
each time when the Tenant exercises the optionto renew.

The Term of this Lease may be renewed four (4) times for a total of 100 years including the
original Term, at the City’s sole and absolute discretion.
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3.

PAYMENT OF RENT
3.1. Rent

The Tenant covenants and agrees to pay to the City, monthly and in advance, the BasicRent of
$6,034.88 (30.81 per square foot per year), adjusted every 5 years as per Section 3.3, which
amount excludes GST or any similar or replacement tax, for the Term, payable on the
OccupationDate and each anniversary thereafter.

3.2. Rent Reduction

In acknowledgement of the Tenant completing the Site Works, an annual rent discount will be
applied based on the Cost of Site Works divided by the 6o-year Term (the “Discount”). The
Discount willapply afterthe Tenant submits receipts forthe Site Works and the City reviews and
approves the submitted receipts. The Discount will apply until the Cost of Site Works are fully
paid.Forthe purpose of this Lease, the Site Works will not exceed $220,000.00.

3.3. Rent Adjustment

Except for on the forty-year anniversary, the Basic Rent shall be adjusted on each five-year
anniversary, of the first full month during the Term of this Lease to the Fair Market Rent
determined pursuant to Section3.4 but such adjustment may not exceed 10% of the Basic Rent
of the previous five-yearterm or be less than the previous five-year term’s Basic Rent.

Ontheforty-yearanniversary of the first full month during the Term ofthis Lease, the BasicRent
shallbe adjusted to the Fair Market Rent determined pursuant to Section3..

3.4.  Fair Market Rent Determination
The process to determinethe Fair Market Rent s as follows:

(a) No laterthan go days and no more than 180 days before each five (5) year anniversary,
the Tenant, atits sole cost and expense, will obtainand provide the City with an Appraisal
byan Appraiserchosenby the City.

(b) TheAppraiserShaII estimate the FairMarket Value of the BasicRent based onthe Lands
only without account ofthe Buildings orotherimprovements constructed by the Tenant
and the use of the Lands.

(c) TheAppraisershallalso determine the market capitalization rate which will be calculated
based onthe average of the capitalizationrate at the time of the Appraisal.

(d) It shall be assumed by the Appraiser that there are no hidden conditions that would
render the Lease more orless valuable.
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(e) If eitherparty does not agree with the Fair Market Rent determination inthe Appraisal,
then, within 30 days of receipt of the Appraisal, such party, at its sole cost and expense,
will obtain an Appraisal (the “Second Appraisal”), a copy of which such party will
promptly deliver to the other party. The average of the Appraisal and the Second
Appraisalshall be used as the Fair Market Value.

3.5. AirportMaintenance Charge

The airport maintenance charge for the initial year of the Term is $0.03339 per square foot
multiplied by the Lands. The initial airport maintenance charge is $2,985.25 per annum (the
"AMC"). The Tenant shall paythe AMC, including annual increases pursuantto the Airport Fees
BylawNo. 7982, asamended, to the City inmonthly instalments, payable onthe first day ofeach
month ofthe Term. The AMC does not include GST or any similaror replacement tax.

3.6. Security Deposit

Upon execution of this Lease, the Tenant shall deposit with the City the Security Deposit as
security to be held by the City. The City shall return to the Tenant the Security Depositand any
interest collected onthe Security Deposit bythe City onthe Occupation Date. If at any time from
the Commencement Date tothe Occupation Date the Tenant fails to observe or perform any of
its obligations under this Lease, the City may, in additionto its other rights under this Lease or
atlaw or in equity, apply the Security Deposit, orso much of it as is necessary, to compensate
the City on account of loss or damage the City has incurred by reason ofthe Tenant’s breach. If
the City so applies the whole or part of the Security Deposit during the time from the
Commencement Date to the OccupationDate, the Tenant will promptly remitto the City a sum
equal to the amount so applied by the City.

3.7. Payments Generally

All payments by the Tenant to the City of whatsoever nature required or contemplated by this
Lease will be:

(a) paidtothe City by the Tenant in lawful currency of Canada;
(b) made when due under this Lease, without priordemand and without any set-off,
Abatement, or deductionwhatsoever, atthe office of the City orsuch otherplace

as the City may designate from time to time to the Tenant;

(c) applied towards amounts then outstanding under this Lease, in such manner as
the City may seefit; and

(d) deemed to beRent, in partial considerationforwhich this Lease hasbeenenterad
into, and will be payable and recoverable as Rent, such thatthe City will have all
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of the rights and remedies against the Tenant for default in making any such
paymentthatmay not be expressly designated as rent, as the City has fordefault
in payment of Rent.

3.8. NetLease

It is the intention of the City and Tenant that all expenses, costs, payments, and outgoings
incurred in respect ofthe Lands, the Buildings, and any otherimprovements of the Lands or for
any other matter or thing affecting the Lands, will be borne by the Tenant and unless expressly
stipulated to the contrary, the Basic Rent will be absolutely net to the City and free of all
abatements, set off, ordeductionof real property taxes, charges, rates, assessments, expenses,
costs, payments, oroutgoings of every nature arising from orrelated to the Lands, the Buildings
orany otherimprovements onthe Lands and, unless expressly stated tothe contrary, the Tenant
will pay or cause to be paid all such taxes, charges, rates, assessments, expenses, costs,
payments, and outgoings.

3.9. Interest on Amountsin Arrears

All unpaid amounts due by the Tenant to the City under this Lease shall bearinterest at the rate
of 18.00 per cent perannum, calculated monthly not in advance from the date any such amount
is due and payable until paid. In orderto reflect prevailing interest rates the City will review and
adjustthe interest rate from time to time. The City will have all the remedies for the collection
of suchinterest, if unpaid after demand, asin the case of Rent in arrears, butthis stipulationfor
interest will not prejudice or affect any otherremedy of the City under this Lease. If the Tenant
fails to pay taxes under Section 4.1 when due, then Section 4.2 willapply ratherthanthis Section
3.9.

3.10. Goodsand Services Taxes

TheTenant agreesto pay to the City at the times required by the applicablelegislationall goods
and services taxes or harmonized sales taxes payable underthe Excise Tax Act, R.S.C. 1985, c. E-
15, orsuch othertax as may be substituted forthose taxes from time to time.

PAYMENT OF TAXES

4.1. Payment of Taxes

Except as otherwise provided in Section 4.2, the Tenant will in each and every yearduring the
Term, not later thanthe day immediately preceding the date or dates on which real property
taxes and other charges imposed upon real property within the Province of British Columbia
become due and payable, whether monthly, quarterly, twice yearly, or otherwise, pay and
discharge or cause to be paid and discharged all taxes, rates, duties, charges, and assessments,
including schooltaxes, localimprovement rates, and other chargesthatnow are or will or may
be levied, rated, charged, or assessed againstthe Lands, the Buildings, all other structures, all
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machinery, equipment, facilities, and other property of any nature whatsoever in or on them,
whether such taxes, rates, duties, charges, and assessments are charged by any municipal,
parliamentary, legislative, regional, school, or other authority during the Term and will
indemnify and keep indemnified the City from and against payment of all losses, costs, charges,
and expenses occasioned by or arising from any and all such taxes, rates, duties, charges, and
assessments; and any such losses, costs, charges, and expenses incurred by the City may be
collected by the City as Additional Rent. The Tenant further covenants and agrees that during
theTerm itwill deliver to the City for inspectionreceipts for payments ofall taxes, rates, duties,
charges, and assessments, including school taxes, local improvement rates, and other charges
in respect of the Lands, the Buildings, all other structures, all machinery, equipment, facilities,
and other property of any nature whatsoeveron orin the Lands or Buildings that were due and
payable during the Term within 30 days following receipt by the Tenant of each of such receipts
for payment. The City will, not later than 30 days following receipt of any assessment notices
delivered to the City by any taxing authority relating to the Lands, the Buildings or any other
structures, any machinery, equipment, facilities, and other property of any nature whatsoever
on orin the Lands or Buildings, forward a copy of those notices to the Tenant. The Tenant will
have the right to appeal any assessment of the Lands or the Buildings or any other tax, rate,
duty, charge, oramount referred to in this Section 4.1 provided that such appeal will be at the
sole cost and expense of the Tenant. The City will cooperate with the Tenant, at the Tenant’s
expense, in order to assist the Tenant with any such appeal.

The Tenant will be responsible for the payments referred to in this Sections.1 from the
Commencement Date.

4.2. Delinquent Taxes

If the Tenant in any year during the Term fails to paythe taxes under Section 4.1 when due, the
Tenant will pay to the City, on demand, interest onthe amount outstanding at the percentage
rate or rates established by the Province of British Columbia, the Authority, orany othertaxing
authority forunpaid real property taxes in the Province of British Columbia.

4.3. Payment of Utility Services

The Tenant covenants with the City to pay for or cause to be paid when due to the providers
thereofall chargesforall utilities and services used in or suppliedtothe Lands and the Buildings
throughout the Term, including without limitation gas, electricity, light, heat, power, telephone,
cable, internet, water, and will indemnify and keep indemnified the City from and against
payment of all losses, costs, charges, and expenses occasioned by or arising from any and all
such charges, and any such loss, costs, charges, and expenses that relate to such charges
suffered by the City may be collected by the City as Additional Rent.

The Tenant will be responsible for the payments referred to in this Section 4.3 from the
Commencement Date.

Pagegofsy




4.4. Business Tax and Licence Fees

The Tenant covenants with the City to pay foror cause to be paid when due every taxand permit
and licencefee inrespect of the use oroccupancy of the Lands by the Tenant (and any and every
subtenant, permittee, and licensee) whether such taxes or permit and licence fees are charged
by any municipal, parliamentary, legislative, regional, or other authority during the Term, and
will indemnify and keep indemnified the City from and against payment of all losses, costs,
charges, and expenses occasioned by or arising from any and all such taxes and permit and
licence fees; and any such loss, costs, charges, and expenses that relate to such charges incurred
bythe City may be collected by the City as Additional Rent.

CONSTRUCTION
5.1. Tenant to Construct Buildings

(a) Prior to the commencement of any development onthe Lands and withintwelve
(22) months after the Commencement Date, the Tenant will apply to the
Authority for a Development Permit and any other permits necessary to
construct the Buildings, and at the same time deliver to the City drawings,
elevations (where applicable), specifications (including the materials to be used),
locations (where applicable), and exteriordecorationand designof the proposed
Buildings for the City's approval, which approval the City agrees not to
unreasonably withhold or delay. Upon receipt of the City’s approval and a
building permit from the Authority, the Tenant will construct the Buildings,
togetherwith otherfacilities ancillary to and connected with the Buildings onthe
Lands, expeditiously and in a good and workmanlike manner and in substantial
accordance with the drawings, elevations, specifications (including materials to
be used), location on the Lands, and exterior decoration and design all upon

which theissuance of the building permits bythe Authority having jurisdiction are
based.

(b) Any changes to the drawings, specifications, location, exterior decoration,
design, or exterior appearance of the Buildings orthe appearance of the Lands
will first be approved by the City.

5.2.  Substantial Completion of Buildings

The Buildings will be deemed to have been Substantially Completed when the Architect or
engineer of the Tenant hasissued a certificateto the City, signed and sealed by the Architect or
engineer, certifying that:

(a) the Buildings are “completed” in accordance with the Builders Lien Act (British
Columbia) and substantially complete in all material respects in a proper and
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workmanlike manner and in accordance with the applicable plans, specifications,
and supporting documents submittedto and acceptedby the City uponwhich the
issuance by the Authority of any development permit and building permitsforthe
Buildings has been based, except for deficiencies the correction of which, in the
opinionofthe Architect or engineer, is adequately ensured;

(b) all building bylaws and regulations of the Authority have been complied with by
the Tenant except for deficiencies the correction of which, in the opinion of the
Architect orengineer, is adequately ensured;

(c) all permits for occupancy that may be required by the Authority have been
obtained; and

(d)  theBuildingsare readyfor occupancy.

For purposes otherthan Section 5.2(b), Substantial Completion may be achieved in respect of
portions ofthe Buildings.

5.3. Deadlines for Commencement of Construction and Substantial Completion of
Buildings

The Tenant covenants and agrees with the City that, subject alwaysto Article 12:

(a) Commencement of Construction of the Buildings will take place on or before
March 31, 2024; and

(b) all of the Buildings will be Substantially Completed in accordance with the
requirements of Section 5.2 on or before March 31,2026.

5.4. Termination Where Tenant Defaults in Commencement of Construction or
Substantial Completion

(a) If Commencement of Construction or Substantial Completion of the Buildings
does not occur by the dates specified in Section 5.3, the City will have the right
and optionto terminate this Lease and the provisions of Section 20.12 will apply.

(b) Inthe event of a dispute between the City and the Tenant as to whether or not
the City is entitled to terminate this Lease pursuant to the provisions of this

Sections.4, the City and the Tenant agree to submit such dispute to arbitration
by a single arbitrator.

(c) If the City terminates this Lease under this Section 5.4, then the City will be
entitled to, by providing written notice to the Tenant within 30 days following
Termination, require thatthe Tenant remove any and all improvements done by

Pageaaof53




or on behalf of the Tenant during the Term. Upon such notice, the specified
improvements shall become the property of the Tenant and the Tenant shall
remove such improvements within 30 days of receipt of such notice or, in the
event the removal of such improvements will take greater than 30 days,
commence removal of within the said 30 day period and thereafter promptly and
diligently and continuously proceed with removal, failing which the City may,
without notice or compensationtothe Tenant, dispose of such impravements as
it sees fit and the Tenant shall reimburse the City for its costs of doing so
{including a 15% administration fee) within 30 days of receipt of an invoice from
the City. The City’s rights and the Tenant’s obligations under this section shall
survive the expiry orearliertermination of this Lease.

5.5.  Fire and Liability Insurance During Construction of Buildings

{a)

The Tenant will effect or will cause its contractoror contractors to effect prior<o
the Commencement of Construction of the Buildings, or any of them, and will
maintain and keep in force untilthe insurance required under Article 8 iseffectad,
insurance:

i} protecting both the Tenant and the City and the City’s employees and
agents (without any rights of cross claim or subrogationagainst the City)
against claims for personal injury, death, or property damage, or other
third-party or public liability claims arising from any accident or
occurrence upon, in, oraboutthe Lands and from any cause, including the
risks occasioned by the construction of the Buildings, and to an amount
reasonably satisfactory to the City, for any personal injury, death,
property, orotherclaims inrespect of any one accident or occurrence; and

(in protecting both the Tenant and the City and the City’s employees and
agents from loss or damage (without any rights of cross-claim or
subrogationagainst the City) to the Buildings and all fixtures, equipment,
improvements, and building materials on the Lands from time to time
both during and after construction (but which may be by policies effected
fromtimetotime covering therisk during different phases of construction
of the Buildings) against fire, earthquake, and ali otherperilsfrom timeto
time customarily included in the usual all-risks builders’ risk formof policy
applicable to similar properties during construction and effected in the
Province of British Columbia by prudent owners, and such other perils as
the City may reasonably require to be insured againsttothe full insurable
value thereof at all times and in any event in the amount sufficient 1o
prevent the City orthe Tenant being deemed co-insurer.
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(b) All of the provisions of Article 8 respecting insurance that are of general
application will apply to the insurance applying during construction of the
Buildings required by this Section 5.5.
5.6. As-Built Drawings

The Tenant shall, within three (3) months of Substantial Completion of each Building on the
Lands provide the City with as-built drawings.

USE OF LANDS AND BUILDINGS

The Tenant covenants and agrees with the City that neitherthe Lands nor the Buildings, norany
part of the Lands or the Buildings, will be used for any purposes except that in accordance with
the City’s Comprehensive Development Zone 12, Kelowna International Airport’s Master Plan,
and all charges and encumbrances registered on ftitle to the Lands, unless otherwise approved
by the City.

DEVELOPMENT COSTS
7.1.  Servicing Costs
The Tenant shall pay all costs associated with providing offsite improvements, including

improvements to road, water and sewer, and on-site improvements, including internal roads
water, sewer, and any otherservices the Tenant considers necessary or desirable.

I

INSURANCE
8.1. Insurance

The Tenant shall obtain and maintain during the Term insurance in accordance with the
requirements of Schedule A. For clarity, the insurance requirements set out in Schedule A are
minimum requirements and are not to be interpreted in a manner that limits the Tenant’s
obligations under this Agreement and the Tenant shall be responsible for obtaining and
maintaining such additionalinsurance as would a prudent tenant having similar obligations and
intereststo those ofthe Tenant under theterms of this Lease.

8.2. Release of City from Liability for Insured Loss or Damage

The Tenant hereby releases the City and its elected and appointed officials, officers, employees,
agents, representatives, contractors, successors, and assigns fromany and all |i ability forloss or
damage caused by any of the perils against which the Tenant has insured, or pursuant to the
terms of this Lease is obligated to insure, the Buildings, or any part or parts of them, and the
Tenant hereby covenants to indemnify and save harmless the City and its respective elected and
appointed officials, officers, employees, agents, representatives, contractors, successors, and
assigns from and against all manner of actions, causes of action, suits, damages, losses, costs,
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claims, and demands of any nature whatsoeverrelating to such insured loss or damage, or loss
ordamagethatthe Tenant is obligated toinsure.

8.3. Payment of Loss Under the Insurance Policies Referred to in Section 5.5 and Section
2.4 of Schedule A

(a) The insurance monies payable under any or all of the policies of insurance
referred to in Section 5.5 of this Lease and Section 2.4 of Schedule A will,
notwithstanding the terms of the policy or policies, be paid to the order of the
Mortgagee, ortothe order of the Trusteeif there is no Mortgagee.

(b) Subject to Article 10, the City and the Tenant agree that the Mortgagee or
Trustee (as the case may be) will use such insurance monies for the restoration,
reconstruction, or replacement of the loss or damage in respect of which such
insurance monies are payable under this Article 8 against certificates of the
Architect engaged by the Tenant or such otherpersonas the City and the Tenant
may agree upon who is in charge of such restoration, reconstruction, or
replacement.

8.4. (City’s Right to Repair and Receive the Insurance Proceeds

Should the Tenant fail to effect the restoration, reconstruction, or replacement of the loss or
damagein respect of which theinsurance monies are payable, without unreasonable delay, the
City will be entitled to effect such restoration, reconstruction, or replacement and the
Mortgagee or Trustee to whom such insurance monies are payable will pay or cause to be paid
to the City such insurance monies in the same manner the Mortgagee or Trustee (as the case
may be) would have done had the Tenant effected such restoration, reconstruction, or
replacement.

REPAIRS AND MAINTENANCE
9.1. City Not Obliged to Repair

The City will not be obliged to furnish any services or facilities orto make repairs, alterations, or
replacements in orto the Lands orthe Buildings, the Tenant hereby assuming the full and sole
responsibilityforthe condition, operation, repair, replacement, maintenance, and management
of the Lands and the Buildings.

9.2. Repair by the Tenant

The Tenant will during the Term, at its cost, by itself or by the use of agents, put and keep in
good orderand condition (reasonable wear and tear excepted so long as the reasonable wear
and teardoes notunreasonably affect the exteriorappearance ofthe Buildingsorthe foundation
or structure of the Buildings) the Lands and the Buildings, and the appurtenances and
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equipment of them, both inside and outside, including but not limited to fixtures, walls,
foundations, roofs, vaults, elevators (if any) and similar devices, heating, cooling, and air-
conditioning equipment, sidewalks, landscaping, yards and other like areas, water and sewer
mains and connections, water, steam, gas, and electric pipes and conduits, and all otherfixtures
onthelands and the Buildings and machinery and equipment used or required in the operation
ofthem, whetherornot enumerated in this Lease, and will, in the same manner and tothe same
extent as a prudent owner, make any and all necessary repairs, replacements, alterations,
additions, changes, substitutions, and improvements, ordinary or extraordinary, foreseen or
unforeseen, structural or otherwise, and keep the Buildings and aforesaid fixtures,
appurtenances, and equipment fully usable for all of the purposes for which the Buildings were
erected and constructed and the specified fixtures, appurtenances, and equipment were
supplied and installed. Such repairs and replacements will be in all respects to the standard at
least substantially equal in quality of material and workmanship to the original work and
materialin the Buildings and aforesaid fixtures, appurtenances, and equipment.

8.3. Tenant Notto Commit Waste or Injury

The Tenant will not commit or permit waste to the Lands or the Buildings orany part of them
(reasonable wear and tear excepted so long as the reasonable wear and tear does not
unreasonably affect the exterior appearance of the Buildings or the foundation or structure of
the Buildings); nor will the Tenant injure or disfigurethe Lands or the Buildings or permit them
tobe injured or disfigured inany way.

9.4. No Unlawful Purpose

TheTenant will not use or occupy or permit to be used or occupied the Lands orthe Buildings or
any part of them for any illegal or unlawful purpose or in any manner that will result in the

cancellationofany insurance, orintherefusal of any insurers generally toissue any insurance as
requested.

9.5. AtExpiration Deliver Up Lands and Buildings

At theexpirationorothertermination ofthis Lease, the Tenant will, except as may be otherwise
expressly provided in this Lease, surrender and deliver up the Lands with the Buildings and the
fixtures, appurtenances, and equipment attached thereto, including all replacements and
substitutions, in good order and condition, reasonable wear and tear excepted so long as the
reasonable wear and tear does not unreasonably affect the exterior appearance ofthe Build ings
orthefoundationor structure of the Buildings. If the Tenant does not doso, the Citymay doso
on behalfofthe Tenant and any amounts paid by the City inputting the Lands and Buildings into
the condition required, together with all costs and expenses of the City, will be reimbursed to
the City by the Tenant on demand, plus a 15% administration fee togetherwith interest at the
rate specified in Section3.9. The City’s rights and the Tenant’s obligations underthis Section
shall survive the expiry or earlier termination of this Lease.
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6.6. Reguired Improvement Removal

Notwithstanding anything to the contrary inthis Lease, the City will be entitled to, by providing
written notice to the Tenant within 21 days following Termination, require that the Tenant
remove any and allimprovements, including any or all of the Buildings, done by or on behalfof
the Tenant during the Term. Uponsuch notice, the specified improvements shall become the
property of the Tenant and the Tenant shall remove such improvements within 21 days of
receipt of such notice or, in the event the removal of such improvements will take greater than
21 days, commence removal of within the said 21 day period and thereafter promptly and
diligently and continuously proceed with removal, failing which the City may, without notice or
compensationto the Tenant, dispose of such improvements as it sees fit and the Tenant shall
reimburse the City for its costs of doing so (including a 15% administration fee) within 21 daysof
receipt of an invoice from the City. The City’srights and the Tenant’s obligations under this
Sectionshall survive the expiry or earlier termination of this Lease.

§.7. Lands Accepted “As Is”

TheTenant acceptsthe Lands “as is” knowing the condition ofthe Lands, and agreeing thatthe

City has made no representation, warranty, or agreement with respect to the Lands, except as
may be otherwise expressly provided inthis Lease.

5.8. Repairs to Buildings by City

If at any tirme during the Term the Tenant fails to maintain the Lands and maintain, repair, or
replace the Buildings and thefixtures, appurtenances, and equipment of them, both inside and
outside, inthe condition required by the provisions of Sectiong.2, the City through its agents,
employees, contractors, and subcontractors may but will not be obliged to enter upon those
parts of the Lands and the Buildings required forthe purpose of making therepairs required by
Sectiong.2. The City will make such repairs, only after giving the Tenant 30 days’ written notice
of its intention sc to do, except in the case of an emergency when no notice to the Tenant is
required. Any amount paid by the City in making such repairsto the Lands and the Buildings or
any part or parts thereof, togetharwith allcosts and expenses of the City, will bereimbursed to
the City by the Tenant on demand plus a 15% administration fee togetherwith interest at the
rate specified in Section 3.q.

g.9. Removal of Ice and Snow

The Tenant covenants and agrees with the City at any time during the Term, at its cost, by itself
or bythe use ofagents, to keep the Lands clean from ice and snow and to ensure that any snow
cleared from the Lands is contained on the Lands.
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10.

11.

DAMAGE OR DESTRUCTION
10.1. Rent Notto Abate

The partial destruction or damage or complete destruction by fire or other casualty of the
Buildings will not terminate this Lease orentitle the Tenant to surrender possessionofthe Lands
ortheBuildings orto demand any abatement or reduction of the Rent orothercharges payable
under this Lease, any law or statute now or in the future to the contrary.

10.2. Tenant's Obligations When the Buildings Are Damaged or Partially Destroyed

The Tenant covenants and agrees with the City that in the event of damage to or partial
destruction of the Buildings, the Tenant, subject to the regulations and requirements of the
Authority and any othergovernment authority having jurisdiction, will repair, replace, orrestore
any part of the Buildings so destroyed.

10.3. Tenant’s Obligations When the Buildings Are Completely or Substantially Destroyed

The Tenant covenants and agrees with the City that in the event of complete or substantially
complete destructionof the Buildings, the Tenant, subjecttothe requlations and requirements
of the Authority and any other government authority having jurisdiction, will reconstruct or
replace the Buildings with structures comparable to those being replaced.

10.4. Replacement, Repair, or Reconstruction Under Sections 10.2 or 10.3 to Be Carried
Out in Compliance with Section 9.2 and Article 22

Any replacement, repair, orreconstruction ofthe Buildings orany part of the Buildings pursuant
totheprovisions of Sections 10.2 or10.3 will be made ordone in compliance with the provisions
of Sectiong.2 and Article 11.

REPLACEMENT, CHANGES, ALTERATIONS, AND SUBSTITUTIONS

11.1. City's Consent

The Tenant will not make or permit to be made any changes, alterations, replacements,
substitutions, additions, improvement affecting the structure of the Buildings, the major
electrical and/or mechanical systems contained in them, or the exterior decoration, design, or
appearance of the Buildings or erect or cause to be erected any building or buildings on the
Lands without the written consent of the City and a Facility Alteration Permit. The Tenant shall

applyforsuch permits atleast 6o days priorto the desired commencement of any such changes,
alterations, replacements, substitutions, oradditions.
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11.2. Tenant to Present Plansand Specifications

When seeking the City’s consent and a Facility Alteration Permit as required by this Section 11,
the Tenant shall submit to the City drawings, elevations (where applicable), plans, specifications
(including the materials to be used), locations (where applicable), and exterior decoration and
designofthe proposed changes, alterations, replacements, substitutions, oradditions, and may
not commence any changes, alterations, replacements, substitutions, or additions until the
Tenant has received a Facility Alteration Permit duly executed by or on behalfof the City.

11.3. Performance of Replacement, Changes, Alterations, and Substitutions

All changes, alterations, replacements, substitutions, or additions to be performed by or on
behalf of the Tenant on the Lands shall be performed in accordance with the requirements,
terms and conditions specified inthe appropriate Facility Alteration Permit and in any consent

given by the City, by competent contractors and subcontractors of whomthe City shallhave first
approved initssole and absolute discretion.

11.4. Before Commencing Excavation or Work for Construction

Before commencing excavation or any work on the Lands for the construction of any buildings
orimprovements, the Tenant shall have submitted to the City:

(a) the plans that relate to the portion of the work which the Tenant proposes to
commence; and

(b) proofofinsurance acceptableto the City.

11.5. Tenant Covenants

The Tenant covenants and agrees with the City to obtain all necessary permits and licences
before commencement of any work. The Tenant also covenants and agrees with the City that,
subject to Article 12, all changes, alterations, replacements, substitutions, and additions
undertaken by or for the Tenant once begun will be prosecuted with due diligence to
completion. All such changes, alterations, and additions will meet the requirements of the

Authority and any othergovemment authorities having jurisdiction.

11.6. Stop Work Orders

If any of the above Sections 11.1 - 11.5 is in breach, then, in addition to any other remedy
available to the City, the City may:
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(2) issuea “stop work order”;

(b) barany personperforming any activity thatis contributing tosuch breach fromthe Lands
untii such time as the breach is rectified by obtaining all of the required consents,
approvals, authorizations, and plans required under Sections11.1 - 11.5;

(¢} the Tenant will promptly remediate any damage to the Lands arising from such breach
thatis not otherwise approved of, consented to or authorized under Sections 11.1 - 11.5;
and

(d) the City is entitled to obtainan injunction from a court of competent jurisdictionagainst
the continuation of such breach, its costs (including legal costs on a solicitor and own
client basis) areto be paid promptly uponnotice to the Tenant.

11.7. Signs

The Tenant shzll not install, hang, affix or place any signs on the Buildings or on the Lands
without the written consent of the City.

UNAVCIDABLEDELAYS

If, by reascn of circumstances beyond the reasonable control of the Tenant and not avoidable
by the exercise of reasonable effort or foresight by the Tenant, inciuding without limitation
strike, lock out, or otherlabourdispute, material orlabourshortage not withinthe control ofthe
Tenant, stop-work orderissued by any court or tribunal of competent jurisdiction{provided that
such order was not issued as the result of any act or fault of the Tenant or of any one employed
by it directly or indirectly), fire or explosion, flood, wind, water, earthquake, act of God,
pandemic, epidemic, or communicable disease (including a mass influenza outbreak or any
ctherillnessor healthissue orany event orsituationthata governmental authority hzs labelled
a pandemic or epidemic), the Tenant is, in good faith and without default or reglecton its part,
prevented ordelayedin the Commencement of Construction orthe prosecution of construction
orinthe Substantial Completionorcompletion ofthe Buildings orrepair of the Buildings orany
part or parts of them which under the terms of this Lease the Tenant is required to do by a
specified date or within a specified time or, if not specified, within a reasonable time, the date
or period of time within which the work was to have been completed will be extended by the
City by a reasonable period of time at least equal to that of such delay or prevention; and the
Tenant will nct be deemed to bein defaultif it performs and completesthe work inthe manner
required by the terms of this Lease within such extended period of time or within such further
extended period of time as may be agreed upon from time to time between the City and the
Tenant. if the City and the Tenant cannot agree as to whether or not there is a prevention or
delay withinthe meaning of this Article, orthey cannot agrec as to the length of such prevention
ordelay, then such matter will be determined by reference to arbitration by a single arbitrator,
For the purposes of this Article 22 the inability of the Tenant to meet its financial ohligations
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13.

14.

under this Lease or otherwise will not be a circumstance beyond the reasonable control of the
Tenant and not avoidable by the exercise of reasonable effort or foresight by the Tenant.

The Tenant will act diligently and take all reasonable steps of a prudent owner to remove the
cause or causes of delay in the Commencement of Constructionor completionof the Buildings.

BUILDERS' LIENS
13.1. Tenant to Remove Liens

The Tenant will, throughout the Term at its own cost and expense, cause any and all builders’
liens and otherliens forlabour, services, or materials alleged to have beenfurnished with respect
tothe Lands or the Buildings, which may be registered against orotherwise affect the Lands or
theBuildings, to be paid, satisfied, released (including, without limitation, the release ofall such
liens from the interest of the Cityin the Lands), or vacated within 3o daysafterthe Citysendsto
the Tenant written notice by registered mail of any claim for any such lien. Provided however
thatinthe event of a bonafide dispute by the Tenant of the validity or correctness of any claim
for any such lien the Tenant will not be bound by the foregoing, but will be entitled to defend
againsttheclaimin any proceedings brought in respect of the claim after first payinginto court
theamount claimed orsufficient security, and such costs as the court may direct, or the Tenant
may provide, as security in respect of such claim, an irrevocable letterof credit, lodged with the
City, for 120% of the full amount of any claim for any such lien, the amount of which letter of
credit will be increased every sixmonthsto include interest on the claimed amount at the Prime
Rate, calculated semi-annually not in advance from the date any such claim is registered against
orotherwise affects the Lands or the Buildings, continuing so long as the proceedings continue
and which letter of credit will be on terms sufficient to protect the City’s interest in the Lands
and the Buildings and in a form reasonably satisfactory to the City and will be issued by one of
the chartered Banks of Canada; and, upon being entitled to do so, the Tenant will register all
such documents as may be necessary to cancel such lien from the Lands and the Buildings,
including the City’sinterestin them.

13.2. City Not Responsible for Liens

It is agreed that the City will not be responsible for claims of builders’ liens filed by persons
claiming through the Tenant or persons for whom the Tenant is in law responsible. The Tenant
acknowledges and agrees that the improvements to be made to the Lands are made at the

Tenant’s request solely for the benefit of the Tenant and those forwhom the Tenant is in law
responsible.

INSPECTION BY CITY

The City and the Tenant agree that it will be lawful for a representative of the City at all
reasonable times during the Term to enter the Lands and the Buildings, orany of them and to
examine their condition. The City will give to the Tenant notice of any repairs or restorations
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15.

16.

required in accordance with Sectiong.2 and the Tenant will, within 30 days after every such
notice orsuch longerperiod as provided inSection 20.2, well and sufficiently repair, restore, and
make good accordingly.

OBSERVANCE OF REGULATIONS

The Tenant covenants with the City that, notwithstanding any other provision of this Le ase to
the contrary, throughout the Term the Tenant will comply with all provisions of law, including
without limitation municipal, regional, provincial, and federal legislative enactments
concerning, without limitation, all environmental, police, fire, and sanitary regulations, all
aeronautics and aviation-related regulations, including the Aeronautics Act and the Canadian
Aviation Regulations, zoning and building bylaws, and any municipal, regional, provincial,
federal or other government regulations that relate to the construction and erection of the
Buildings, to the equipment and maintenance of the Buildings, to the operation, occupation,
and use ofthe Buildings orthe Lands to the extent that the Tenant operates, occupies,and uses
the Buildings orthe Lands, whetherby sublettingthemorany part ofthem or otherwise, and to
the making of any repairs, replacements, alterations, additions, changes, substitutions, or
improvements of or to the Buildings, the Lands, or any part of them. For certainty, the Tenant
shallfully observe and comply with all municipal bylaws and the British Columbia Building Cede
notwithstanding any rule of law restricting the applicability of such bylaws and the Building Code
toairports, aviation, and aeronautics-related activities.

In additionto the above, the Tenant shall observe and comply with all policies and directives of
the City with respect to operations at the Kelowna International Airport and the surrounding
area.

INDEMNITY
16.1. Breach, Violation, or Non-performance of Covenants by Tenant

The Tenant will indemnify, defend and save harmless the City, its elected and appointed
officials, officers, employees, agents, representatives, contractors, successors, and assigns from
any and all manner ofactions, causes of action, suits, damages, loss, costs, builders’ liens, claims,
and demands of any nature whatsoever relating to and arising during the Term and any
extensionorrenewal thereof out of any breach, violation, or non-performance of any covenant,

condition, or agreement in this Lease to be fulfilled, kept, observed, and performed by the
Tenant.

16.2. Injury, Damage, or Loss of Property
Notwithstanding the provisions of Article 8, the Tenant will indemnify, defend and save
harmless the City from any and all manner of actions, causes of action, suits, damages, loss,

costs, claims, and demands of any nature whatsoever relating to and arising during the Term
out of:
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17.

(a) any injury to personor persons, including death resulting at any time therefrom,
occurring in or about the Lands orthe Buildings; and

(b) any damage to or loss of property occasioned by the use and occupation of the
4 g property
Lands orthe Buildings,

however, no provision of this Lease will require the Tenant to indemnify the City against any
actions, causes of actions, suits, claims, or demands for damages arising out of the wilful or
negligent acts or omissions of the City, its employees, agents, or contractors, unless the act or
omissioninvolves a peril against which the Tenant is obligated to place insurance, in which case

therelease and indemnity specified in Section 8.2 absolves the City of all liability with respectto
theact oromission.

16.3. Indemnification Survives Termination of Lease

Theobligation ofthe Tenant to indemnify the City underany provision of this Lease with respect
to liability by reason of any matter arising prior to the end of the Term, including without
limitation under the provisions of Sections 4.1, 4.3, 4.4, 8.2, 16.1, 16.2, and 28.1(g) will survive
any termination of this Lease, anything in this Lease to the contrary notwithstanding.

NO ASSIGNMENT, SUBLEASE AND MORTGAGE

17.1. Subletting and Assigning

TheTenant may not assignthis Lease orthe benefit of this Lease, orsublet the Lands orany part
of the Lands, without the prior written consent of the City, nor may the Tenant charge,
mortgage, orencumber, or purport to charge, mortgage, orencumber the Tenant’s interest in
thelands orthis Lease without the priorwritten consent of the City. The City may withhold such
consents atits sole discretionand without reason. Notwithstanding the provisions inthis Section

17.1, the Tenant may assign this Lease orthe benefit of thisLease to an affiliated uponthe notice
and prior written consent ofthe City.

17.2. Mortgaging by Tenant

The Tenant will not mortgageits leasehold interestunderthis Lease and its interest inthe Lands
and the Buildings without the consent of the City, including mortgage (whether by assignment
orsublease)for the purpose of financing and refinancing the cost of constructing the Buildings.

17.3. Tenant to Comply with All of its Obligations in Respect of Assignments, Subleases,
Tenancies and Mortgages

The Tenant will observe and perform all of its obligations incurred in respect of assignments,
subleases, agreements for lease, and Mortgages of its leasehold interest in the Buildings, and
will not allowany such obligations to be indefault; and if any such default occurs, the City may,
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18.

but will not be obliged to, rectify such default for the account of the Tenant, and any amount
paid by the Cityin so doing, togetherwith all costs and expenses of the City, will be reimbursed
tothe City by the Tenant on demand plus an administrationfee of 15% togetherwith interest at
therate specifiedin Section3.7.

MORTGAGE
18.1. Rights of Mortgagee

The Mortgagee under any Mortgage referred to in Article 17 may enforce such Mortgage and
acquire titletotheleasehold estate inany lawful way and, by its representative or by a receiver,
as the case may be, take possession of and manage the Lands, and upon foreclosure of such
mortgage may sell orassignthe leasehold estate; and the purch aserorassignee of the leasehold
estate will be liable to perform the obligations imposed upon the Tenant by this Lease only so
long as such purchaser or assignee has ownership or possession ofsuch leasehold estate.

18.2. Notice to and Remedies of Mortgagee

(@) No re-entry, termination, acceptance of surrender, disclaimer, orforfeiture of this
Lease by the City or by a receiver, interim receiver, receiver-manager, liquidator,
custodian, or trustee will be valid against the Mortgagee who has executed and
delivered to the City a tripartite agreement in the form attached hereto as
Schedule B unless the City first has given to the Mortgagee notice of the default
entitling the City to re-enter, terminate, or forfeit this Lease, specifying the
nature of that default and stating the City's intention to take such proceedings
and requiring the Mortgagee:

(i) to cure the default specified in the notice within a period of 30 days from
thedate of receipt of that notice by the Mortgagee; or

(ii) if the default is other than the failure to pay Rent or any other sums
required to be paid to the City by any provisions of this Lease and if the
default cannot reasonably be cured within such 30 day period, then to
immediately commence to cure the default and to diligently prosecute to
conclusion all acts necessary to cure the default, and the City hereby
grants the Mortgagee access to the Lands and the Buildings for that
purpose.

(b) If the default is cured within the period specified, the Mortgagee will be entitled
to become tenant of the Lands and Buildings for the balance of the Term
remaining at the date of the notice of default or contingency, providing that the
Mortgagee attorns as tenant to the City and undertakes to be bound by and to
perform the covenants and agreements of this Lease for so long as it remains
tenant and has not assigned the balance of the Term. If there is more than one
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Mortgage and more than one Mortgagee wishes to cure the default or
contingency specified in the notice referred to in Section 18.2(a), then the City
agreesto permitthe curing of the default or contingency specified in such notice
and the assumption of the balance of the Term by that Mortgagee whose
Mortgage ranks higher in priority; but if any Mortgagee has commenced a
foreclosure action, the provisions of Section 18.2(c) will apply.

(i)

If the Mortgagee commences foreclosure proceedings against the
Tenant, whether or not the Tenant is in default of the performance of its
covenants and agreements with the City underthis Lease at the time such
foreclosure proceedings are commenced, the City will not re-enter,
terminate, or forfeit this Lease after the commencement of foreclosure
proceedingsonthe ground of any default or contingency entitling the City
tore-enter, terminate, or forfeit this Lease if the Mortgagee:

A. first gives notice to the City of the foreclosure proceedings;

B. is actively prosecuting the foreclosure proceedings without und ue
delay;

e cures the default or contingency within a period of 60 days from

thedate of receipt of notice from the City specifying the nature of
thedefault orcontingency, orif the default orcontingency is other
thanthe failure to pay Rent orany othersums required to be paid
to the City by any provision of this Lease and if such default or
contingency cannot reasonably be cured within such 60 day
period, immediately commences to cure the default and to
diligently prosecute to conclusion all acts necessary to cure the
default or contingency; and

D. performs and observes all of the Tenant’s covenants and
agreements under this Lease and without undue delay diligently
prosecutes to a conclusion the foreclosure proceedings
commenced by the Mortgagee.

If the Mortgagee acquires title to the Tenant’s interest in the Lands and
the Buildings pursuant to the foreclosure proceedings, the Mortgagee will
then become subrogated to the rights of the Tenant under this Lease,
provided it attorns to the City as tenant and undertakes to be bound by
and to perform the covenants and agreements of this Lease forso long as
it remains tenant and has not assigned the balance ofthe Term. Ifthere s
more than one Mortgage and more than one Mortgagee commences
foreclosure proceedings, the right to cure any default or contingency
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granted by this Section18.2(c) to a foreclosing Mortgagee will be granted
tothe Mortgagee whose Mortgage ranks higherin priority.

(d) If this Lease becomes subject to termination or forfeiture pursuant to Article 19
by reason of the bankruptcy orinsolvency of the Tenant and the Mortgagee has
filed with the City notice of Mortgage in favour of the Mortgagee and specified
an address for notice under Article 27, the City will give to the Mortgagee notice
of the bankruptcy or insolvency of the Tenant entitling the City to terminate or
forfeit this Lease, and stating the City’s intention to take such proceedings, and
requiring the Mortgagee to cure any otherdefault of the Tenant; and the Tenant’s
otherdefault will be deemed to have been sufficiently cured if the Mortgagee:

(i) commences foreclosure proceedings against the Tenant as more
p gs ag
particularly set out in Section18.2(c);

(i) takes possession and control of the Lands and the Buildings, or causes a
receiver to be appointed, under the terms of the Mortgage or by a court
of competent jurisdiction, who takes possessionand control of the Lands
and the Buildings, and the City hereby grants the Mortgagee or such
receiver accesstothe Lands and the Buildings forthat purpose;

(i) cures every default within a period of 60 days from the date of receipt by
the Mortgagee of the notice fromthe City of the bankruptcy orinsolvency
of the Tenant, or if such default or defaults are otherthan the failure to
pay Rentorany othersums required to be paid to the City by any provision
of this Lease and if such default or defaults cannot reasonably be cured
within such 6o day period, immediately commences to cure the default
and to diligently prosecute to conclusion all acts necessary to cure the
default or defaults; and

(iv) attorns as tenant to the City and undertakes to be bound by and to
perform the covenants and agreements of this Lease for so long as it
remains tenant and has not assigned the balance of the Term.

If there is more than one Mortgagee, theright to take possessionand control to cure any
default and to assume the Lease will be granted to the Mortgagee who wants to do so
and whose mortgage ranks higherin priority.

(e) Any re-entry, termination, orforfeiture of this Lease made inaccordance with the
provisions of this Lease as against the Tenant will be valid and effectual against
the Tenant even though made subject to therights of any Mortgageeto cure any
default of the Tenant and to continue as tenant under this Lease.
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) No entry uponthe Lands orinto the Buildings by the Mortgagee pursuant to this
Section 18.2 for the purpose of curing any default or defaults of the Tenant will
release or impairthe continuing obligations ofthe Tenant.

18.3. Mortgage Subject to City’s Rights Under Lease

Subject to the provisions of Section 18.2, every Mortgage will be made expressly subject tothe
rights ofthe City under this Lease.

18.4. Protection of Mortgagee (Tripartite Agreements)

The City and the Tenant agree that the obligations ofthe City under Section 18.2 are subjectto
the Mortgagee entering into an agreement in the form attached to this Lease as Schedule B,
whereby the Mortgagee covenants and agrees thatif it acquires titleto the Tenant's interest in
this Lease, but only for so long as it holds such title, it will perform and observe the covenants
and agreements required of the Tenant to be performed and observed, if not performed or
observed by the Tenant, whether or notthe City has taken any steps to enforce performance or

observance of any of the covenants and agreements in this Lease to be performed or observed
bythe Tenant.

BANKRUPTCY OF TENANT
19.1. Events of Bankruptcy or Receivership
The parties agree, subject to the provisions of Sections 18.2 and 18.4, that:
(a) if the Tenant makes a general assignment for the benefit of creditors; or

(b) it the Tenant institutes proceedings to be adjudicated bankrupt or insolvent or
consents to the institution of bankruptcy or insolvency proceedings against the
Tenant or files an application or petition or answer or consent seeking
reorganization or readjustment of the indebtedness of the Tenant under the
Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3 or the Companies’ Creditors
Arrangement Act, R.S.C. 1985, c. C-36, as may be amended or replaced from time
totime, orany law of Canada or any province of Canada relating to bankruptcy or
insolvency, or consents to the filing of any such application or petition, or
consentstothe appointment of a receiver or receiver-manager; or

(c) if a receiver, interim receiver, receiver-manager, trustee, liquidator, or custodian
ofallor substantially all of the property ofthe Tenant orofthe Tenant’s leasehold
interest in the Lands and interest in the Buildings is appointed or applied for by
the Tenant orappointed pursuantto an instrument or by order of a court; or
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(d) if a judgment, decree, or order is entered by a court of competent jurisdiction
adjudging the Tenant a bankrupt or insolvent or subject to the provisions of the
Bankruptcy and Insolvency Act or determining that proceedings for re-
organization, arrangement, adjustment, composition, liquidation, or any similar
relief under the Bankruptcy and Insolvency Act or the Companies’ Creditors
Arrangement Act as may be amended orreplaced from time to time, or any law
of Canada or any province of Canada relating to bankruptcy or insolvency have
been properly instituted otherwise than by the Tenant, provided that such
judgment, decree or order is not in good faith contested by the Tenant; or

(e) if any application or petition or certificate or order is made or granted for the
winding-up ordissolutionofthe Tenant, voluntary or otherwise,

then in any such case the receiver, interim receiver, receiver-manager, liquidator,
custodian, or trustee will have the right to disclaim this Lease orto hold and retainthe
Lands and the Buildings fora period not exceeding six months from the effective date of
any such appointment, bankruptcy order, assignment, judgment, decree, order, or the
commencement of dissolutionorwinding-up, as the case may be, or until the expiration
of the Term, whichever first happens, on the same terms and conditions as the Tenant
might have held the Lands and the Buildings had no such appointment, bankruptcy
order, assignment, judgment, decree, or order been made or dissolution orwinding-up
commenced.

If the receiver, interim receiver, receiver-manager, liquidator, or custodian holds and
retains the Lands and the Buildings as aforesaid, it will during the specified period either:

(a) surrender possessionatany timeand the Term will thereuponterminate; or

(b) with the consent of the City, which the City may withhold inits sole discretion,
sell, transfer, or otherwise dispose of all of the interest of the Tenant in this Lease
andthe Lands and the Buildings forthe remainderofthe Termor any partthereof
and all of therights of the Tenant under this Lease, notwithstanding anything to
thecontrary in Articlea7 contained; or

(©) continue as tenant for the balance of the Term remaining provided that the
receiver, interim receiver, receiver-manager, liquidator, custodian, or trustee
attorns as tenant to the City and undertakes to be bound by and to perform the
covenants and agreements of this Lease on the part of the Tenant to be
performed and observed.

19.2. Certain Rights of the Parties

The Cityand the Tenant agree that:
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(a) shouldthereceiver, interim receiver, receiver-manager, liquidator, custodian, or
trustee at any time before or after taking possession disclaim this Lease or
surrender possession to the City, its liability and the liability of the estate of the
Tenant and of the Tenant for payment of Rent is limited to the period of time
during which the receiver, interim receiver, receiver-manager, liquidator,
custodian, ortrustee remains in possessionofthe Lands and the Buildings forthe
purposes of the trust estate. If the receiver, receiver-manager, liquidator,
custodian, ortrustee disclaims this Lease orsurrenders possession, the City orthe
City'sagents oremployees authorized by the City may immediately oratany time
thereafter re-enter the Lands and the Buildings without being liable for any
prosecution or damages therefor, and may repossess and enjoy the Lands and
the Buildings and all fixtures and improvements in and on them, except fixtures
and improvements that are of the nature of usual tenant's fixtures and normally
removable by tenants and that are not part of the Buildings or the Lands; and
such receiver, receiver-manager, liquidator, custodian, ortrustee will execute a
surrender orassignmentto the City in registrable form;

(b) entry into possession of the Lands and the Buildings by the receiver, interim
receiver, receiver-manager, liquidator, custodian, or trustee and occupation of
them by it while required forthe purposes of the performance of its duties in its
office will not be deemed to be evidence of an intention onits part to retainthe
Lands and the Buildings, noraffectits right to disclaim orto surrender possession
pursuant to the provisions of Section 19.1; and

(c) if after occupationofthe Lands and the Buildings, thereceiver, interim receiver,
receiver-manager, liquidator, custodian, or trustee elects to retain them, and
thereaftersells, transfers, or otherwise disposes ofthe Lease, the Lands, and the
Buildings and all interests and rights of the Tenant in them and under this Lease
to a person approved by the City as provided by Section1g.1, its liability and the
liability ofthe Tenant and the Tenant’s estate forthe payment of the Rent, if any,
is limited to the period of time during which the receiver, interim receiver,
receiver-manager, liquidator, custodian, ortrustee remains in possession of the
Lands and the Buildings.

19.3. No Abatement of Rent

The receiver, receiver-manager, liquidator, custodian, or trustee will pay to the City for the
period during which the receiver, receiver-manager, liquidator, custodian, ortrustee has taken
possession of or is managing the Lands and the Buildings pursuant to Section 19.1 the Rent
calculated on the basis of this Lease and payable inaccordance with the terms ofthis Lease.

20. DEFAULT BY TENANT

20.1. Re-entry on Certain Defaults by Tenant
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The City and the Tenant agree that if:

(a) the Tenant defaultsin payment of Rent or any other sums required to be paidto
the City by any provisionofthis Lease, and such default continues for a period of
30 days after written notice of such default has been given by the City to the
Tenant; or

(b) the Tenant defaults in ensuring Commencement of Construction or Substantial
Completionofthe Buildings bythe dates specified inSection 5.3, and such defzault
continues for a period of 45 days after written notice of intention to terminate
this Lease by reason of such default has been given by the City to the Tenant,

the City orthe City’s agents oremployeesauthorized by the City may immediatelyoratany time
thereafter re-enter the Lands and the Buildings without being liable to any prosecution or
damages therefor and may repossess and enjoy the Lands, the Buildings and all fixtures and
improvements on the Lands except fixtures and improvements that are of the nature of usual
tenant’s fixtures and normally removable by tenants, and that are not part of the Buildings or
the Lands, as liquidated damages, without such re-entry and repossession constituting a
forfeiture or waiver of the Rent paid orto be paid tothe City, all of which Rent may be retained
by the City as liquidated damages and not as a penalty and without forfeiture or waiver of the
covenants to be performed by the Tenant up tothe date of such re-entry and repossession.

20.2. Forfeiture on Certain Other Defaults by Tenant

The City and the Tenant agree that if the Tenant defaults in performing or observing any of its
covenants orobligations underthis Lease (otherthan those referred toin Section 20.1) and the
City has given to the Tenant notice of such default and at the expiration of 30 days after the
giving of such notice the default continues to exist or, in the case of a default that cannot with
due diligence be cured withinthe period of 30 days, the Tenant fails to proceed promptly after
the giving of such notice to cure such default then the City or the City's agents or employees
shall be authorized to re-enter the Lands and the Buildings without being liable to any
prosecution ordamages therefor, and repossess and enjoy the Lands and the Buildings and all
fixtures and improvements (except for fixtures and improvements that are of the nature of usual
tenant’s fixtures and normally removable by tenants, and that are not part of the Buildings or
the Lands), as liquidated damages, without such re-entry and repossession constituting a
forfeiture or waiver of the Rentand othermoney paid orto be paidtothe City, allof which Rent
may be retained by the City as liquidated damages and not as a penalty and without forfeiture

or waiver of the covenants to be performed by the Tenant up to the date of such re-entry and
repossession.

20.3. Remedies of City Are Cumulative
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21.

22.

The remedies of the City specified in this Lease are cumulative and are in addition to any
remedies of the City at law or equity. No remedy will be deemed to be exclusive, and the City
may from time to time have recourse to one or more or all of the available remedies specified in
this Lease orat law or equity. In additionto any other remedies provided in this Lease, the City
will be entitled to restrain by injunction any violation or attempted or threatened violation by
the Tenant ofany ofthe covenants oragreements under this Lease.

20.4. Waiver by City

Thefailure of the City toinsist uponthe strict performance of any covenant or agreement ofthis
Lease will not waive such covenant or agreement, and the waiver by the City of any breach of
any covenant or agreement of this Lease will not waive such covenant oragreement in respect
of any other breach. The receipt and acceptance by the City of rent or other moneys due under
this Lease with knowledge of any breach of any covenant or agreement by the Tenant will not
waive such breach. No waiver by the City will be effective unless made in writing.

COVENANTS OF CITY
21.1. Covenant Respecting Charges and Encumbrances

The City covenants with the Tenant that the City has a good and marketabletitlein fee simple
totheland and thatthe City has notat any time priortothe reference date ofthis Lease made,
done, committed, executed, or wilfully or knowingly permitted any act, deed, matter, or thing
whatsoever whereby the Land or any part of the Land are charged or encumbered in title or
estate otherthanthe subsisting exceptions and reservations contained inthe original grant of
theLand from the Crown, and any restrictive covenants and/or easements and/or rights-of-way

infavour of the City, otherpublicbodies and utility providers that may beregistered against the
Land.

21.2. Covenant Respecting Authorityto Lease

The City covenants with the Tenant that it now hasin itselfgood right, full power, and authority
toleasethe Lands tothe Tenant in the manner and according to the true intent ofthis Lease.

ARBITRATION

If the City and the Tenant do not agree on any matterthatis by any provisionof this Leaseto be
determined by arbitration, such disagreement will be referred to a single arbitrator mutually
agreedto by the City and the Tenant. If, within30 days orsuch extended time as the parties may
agree upon, the parties do not agree upon an arbitrator, then the parties may apply to the
Supreme Court of British Columbia for the appointment of an arbitrator. Each party will pay its
own costs of attending the reference. The costs of the arbitratorand the award will be in the
discretionof the arbitrator, who may direct to and by whom and in what manner those costs or
any part ofthose costs be paid, and may tax or settle the amount of coststo be paid orany part
of those costs, and may award costs to be paid on a full indemnity basis. Except as to matters
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23.

24,.

25,

otherwise provided inthis Article 22, the rules of the Vancouver International Arbitration Centre
as amended from time to time will apply. The case will be administered by the Vancouver
International Arbitration Centre in accordance with its Domestic Arbitration Rules.

CONDUCT ON LANDS AND BUILDINGS

Taking into account that during construction of the Buildings the Lands will be operated as a
normal constructionsite, the Tenant covenants and agrees with the City that it will not carry on
ordo, orallowto be carried on or done uponthe Lands orin the Buildings any work, business, or
occupationthat may be a nuisance orthat may be improper, noisy, orcontrary to any law orto
any bylaw or to any regulation of the Authority or any enactment of any other government
agencies or authorities having jurisdictionforthe time being in force.

SURRENDER OF LEASE

At the expirationorsooner determination of the Term, the Tenant will surrender the Lands and
the Buildings to the City in the condition in which they were required to be kept by the Tenant
under the provisions of this Lease, except as otherwise expressly provided in this Lease. The
Tenant will not be entitled to any compensationfrom the City for surrendering and yielding up
the Lands and the Buildings as provided.

QUIET ENJOYMENT AND OWNERSHIP OF TENANT’S FIXTURES
25.1. Covenant for Quiet Enjoyment

If the Tenant paysthe Rent hereby reserved and the othercharges, and performs the covenants
hereinbefore on the Tenant’s part contained, the Tenant will and may peaceably enjoy and
possess the Lands forthe Term, without interruption or disturbance whatsoever from the City
orany otherperson, firm, or corporation lawfully claiming from or under the City, exceptforthe

City’s expressrights under this Lease to enter upon and use the Lands, orto permitotherstodo
S0.

25.2. Ownership of Tenant's Fixtures

The Tenant may confer upon subtenants or occupants of the Buildingstheright of propertyin,
orthe right to remove fixtures orimprovements that are of the nature of usual tenant’s fixtures
and normally removable by tenants, and that are not part of the Buildings or the Lands. The
Tenant will make good, or will cause such subtenants to make good, any damage to the
Buildings caused by any removal of the tenant’s fixtures and personal property. If any such
subtenant’s fixtures and personal property are not removed upontheterminationofthis Lease,
theTenant agrees to remove themat its cost, if requested to do so by the City, within 30 days of
the termination of this Lease. If the City does not request that the Tenant remove any such
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26.

subtenant’s fixtures and personal property, then upon the termination of this Lease they will
become the absolute property of the City free of all encumbrances.

25.3. City’s Right to Further Encumber

The City hereby reserves the right to further charge the Lands, or any part of them, by way of
easement, right of way, or restrictive covenant in favour of a Crown corporation or agency, a
municipality, a regional district, or other government agency or authority; and the Tenant
agrees, at the request of the City, promptly to execute and deliver to the City such instrument
asmay be necessary to subordinate the Tenant’sright and interest inthe Lands under this Lease
tosuch charge.

25.4. Ownership of the Buildings

The City and the Tenant agree that thetitle to and ownership of the Buildingsand all alterations,
additions, changes, substitutions, orimprovements to them will at all times during the Term be
vested inthe Tenant, notwithstanding any rule or law as to the immediate vesting ofthe title to
and ownership of the Buildings inthe City as owner of the freehold. The titleto and ownership
of the Buildings will not pass to or become vested in the City until the expiration of the Term
either by forfeiture, default, orlapse of time under the terms of this Lease, in which event the
Buildings will become the absolute property of the City free ofall encumbrances.

25.5. Expropriation

Ifthe Lands orany portionthereofare expropriated orcondemned at any time during the Term,
the City shall have no liability to the Tenant for the City’s inability to fulfill any of its covenants
herein from the date possessionistakenby oronbehalfofsuch expropriating Authority. Ineach
such event the City and the Tenant may seek compensation separately from the expropriating
Authority. The City and the Tenant shall cooperatein seeking such compensation, and if a joint
award of compensationis made against the expropriating Authority, the compensationshall be
divided asagreed betweenthe Cityand the Tenant and, failing agreement, within 60 days ofthe
award, as determined by arbitration by a single arbitrator.

OVERHOLDING

The Tenant covenants and agrees with the City that ifthe Tenant holds overand the City accepts
Rent after the expiration of the Term, the new tenancy thereby created will be a tenancy from
month to month, at a rent that s the Fair Market Rent of the Lands as agreed between the City
and the Tenant, or, failing such agreement, as determined by arbitrationby a single arbitrator,
and not a tenancy from yearto year and will be subject to the covenants and conditions in this
Lease sofaras they are applicable to atenancy from month to month.
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27.

28.

NOTICE

Allnotices, demands, and requests that may be orare required to be given pursuant to this Lease
will be in writing and will be sufficiently giveniif served personally uponthe party oran executive
officer of the party for whom it is intended or mailed prepaid and registered addressed to the
parties at the addresses set out on the title page of this Lease, or such other addresses as the
parties may from time to time advise by notice in writing. The date of receipt of any such notice,
demand, or request will be deemed to be the date of delivery if such notice, demand, or request
is served personally or if mailed on the second business day following the date of such mailing,
provided however that if mailed, should there be between the time of mailing and the actual
receipt ofthe notice a mail strike, slowdown of postal service, orotherlabourdispute that affects

the delivery of such notice, then such notice will be deemed to be received when actually
delivered.

ENVIRONMENTAL
28.1. Environmental Provisions
The Tenant covenants and agrees with the City to:

(a) develop and use the Lands and Buildings only in compliance with all
Environmental Laws;

(b) permitthe City toinvestigate the Lands and Buildings, any goods onthe Lands or
Buildings, and the Tenant’s records at any time and from time to time to verify
such compliance with Environmental Laws and this Lease;

(c) at the reasonable request of the City, obtain from time to time at the Tenant’s
costareportfromanindependent consultant designated orapproved by the City

verifying compliance with Environmental Laws and this Lease orthe extent ofany
non-compliance;

(d) not store, manufacture, dispose, treat, generate, use, transport, remediate, or
Release Environmental Contaminants on or from the Lands or Buildings without
notifying the City in writing and receiving prior written consent from the City,
which consent may be withheld inthe sole discretion of the City;

(e) promptly remove any Environmental Contaminants from the Lands or Buildings
ina manner that conforms to Environmental Laws governing theirremoval;

) notify the City in writing of:
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(i) any enforcement, clean-up, removal, litigation, or other governmental,
regulatory, judicial, or administrative action instituted, contemplated, or
threatened against the Tenant, the Lands, or the Buildings pursuant to
any Environmental Laws;

(i) all claims, actions, orders, or investigations instituted, contemplated, or
threatened by any third party against the Tenant, the Lands, or the
Buildings relating to damage, contribution, cost recovery, compensation,
loss, or injuries resulting from any Environmental Contaminants or any
breach of the Environmental Laws; and

(iii) the discovery of any Environmental Contaminants or any occurrence or
conditiononthe Lands orBuildings orany real property adjoining orinthe
vicinity of the Lands that could subject the Tenant, the Lands, or the
Buildings to any fines, penalties, orders, or proceedings under any
Environmental Laws; and

indemnify, defend, and save harmless the City and its elected and appointed
officials, officers, employees, agents, representatives, contractors, successors,
and assigns from any and all liabilities, actions, damages, claims, remediation
cost recovery claims, losses (including, without limitation, diminution in value),
orders, fines, penalties, costs, and expenses whatsoever (including without
limitationany and all environmental or statutory liability for remediation, all
legal fees and expenses on a full indemnity basis, all consultants’ fees and
expenses, and all costs of removal, treatment, storage, and disposal of
Environmental Contaminants and remediation of the Lands, Buildings, and any
adjacent property) that may be paid by, incurred by, or asserted against the City
or its elected and appointed officials, officers, employees, agents,
representatives, successors, or assigns, during or after the Term (or any
extension or renewal ofthe Term), arising from or in connectionwith any breach
of or non-compliance with the provisions of this Article 28 by the Tenant or
arising from orin connection with:

(i) any legal or administrative action, proceeding, investigation, demand,
claim, or notice of any third party, including without limitation any
government authority, against any one or more of them pursuant to or
under Environmental Laws; or

(i) the presence ofany Environmental Contaminants in, on, at, orunderthe
Lands or Buildings, or any Release or alleged Release of any
Environmental Contaminants at or from the Lands or Buildings,

related to or as a result of the use and occupation of the Lands by the Tenant or
thoseforwhomitisinlaw responsible orany act oromission of the Tenant orany
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28.2.

person for whom it is in law responsible, including, without limitation, its
employees, agents, contractors, subcontractors, subtenants, permittees, and
licensees.

The Tenant acknowledges and agrees that the City conducted a Stage 1 Preliminary Site
Investigation of the Lands, a copy of the results of which are attached to this Lease as
Schedule C (the "Baseline Report”). No earlierthan go days, and no laterthan 30 days,
prior to the expiry of the Term the Tenant shall conduct a Stage 1 Preliminary Site
Investigation, or an environmental assessment of similar investigative rigour to the
satisfactionofthe City, of the Lands and shall share the Tenant's report with the City. If
the Tenant's report reveals the presence of Contaminants which were not identified in
the Baseline Report, the Tenant shall be responsible for conducting such further
investigations and promptly removing the Tenant’s Contaminants from the Lands and
Buildings, ina manner that conforms to Environmental Laws governing theirremoval, at
the Tenant’s cost.

City May Make Inquiries

The Tenant hereby authorizes the City to make inquiries from time to time of any government
authority with respect to the compliance by the Tenant with Environmental Laws, and the
Tenant agrees that the Tenant will from time to time provide to the City such written

authorization as the City may reasonably require in order to facilitate the obtaining of such
information.

28.3

Climate Change Initiatives

The Tenant shall make reasonable efforts to participate in the Kelowna International Airport's

Carbon Accreditation Program and other greenhouse gas and climate change initiatives
introduced by the Kelowna International Airport from time to time.

TENANTREPRESENTATIONS, WARRANTIES AND ACKNOWLEDGEMENTS

29.1.

Tenant Representations and Warranties

The Tenant represents and warrants to the City that:

(3) theTenant hasthe capacity and powerto enterintothe Lease; and

(b) the Tenant has completed all necessary resolutions and other preconditions to the

29.2.

validity ofthis Lease.

Tenant Acknowledgmentsand Agreements

(a) The Tenant acknowledgesthat:
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() theheadleasegranted tothe City by Her Majesty the Queen in Right of Canada
onwhich the Kelowna International Airport is located expires in 2054; and

(i) there is no guarantee that the head lease will be renewed and that in such
circumstances the Kelowna International Airport may cease operation;

(b) The Tenant agrees that it shall have no claim against the City in the event that the
Kelowna International Airport ceases operationand the Tenant hereby releases the City
and its elected officials, employees and agents fromany and all claims, losses, damages,
costs, expenses, and liabilities of any nature which the Tenant may suffer as a result of
the Kelowna International Airport ceasing operation. For certainty, the Tenant
acknowledges and agrees that the Kelowna International Airport’s ceasing operation
shallhave no effect on thevalidity ofthis Lease.

30. ADDITIONALTERMS
30.1. Demolition Funds

Upon the 40™ anniversary of the Occupation Date the City and the Tenant shall, acting
reasonably, at the Tenant’s cost, estimate an amount necessary to demolish and remove the
Buildings and restore the Lands to the state they were in prior to the commencement of this
Lease (the "Demolition Cost”). The amount agreed uponshallbe dividedinto twenty (20) equal
parts and the Tenant shall pay, into a separate account held jointly in the name of the Tenant
and the City (the “Demolition Fund”), one such equal part on each of the remaining 20

anniversaries of the Occupation Date. Such payments shall constitute Additional Rent. Upon
expirationor earliertermination of the sublease:

(a) the amount in the Demolition Fund shall be used to pay for the Tenant’s
obligationsto restorethe Lands and the balance if any paidtothe Tenant; or

(b)  the City may, upon written notice to the Tenant, elect to retain the Building in
which case the Tenant shall not be required to restore the Lands and the
Demolition Fund or portion of the Demolition Funds will be used towards
restoration of the Building, if required, and the City will retain title of the
property. If the City elects to retain the Building and no restoration of the
Building is required, the City shall return the Demolition Funds to the Tenant.

If the Tenant requests and the City agrees to renew this Lease on the terms and conditions of
this Lease, the City and the Tenant shall, at the Tenant’s cost, review the Demolition Cost and
extend payments to the Demolition Fund.

31. MISCELLANEOQUS

Page 36 of 53




31.1. Timels ofthe Essence
Time is of the essence of this Lease.
31.2. No Modification

This Lease may not be modified or amended except by an instrument in writing of equal
formality as this Lease executed by the City and the Tenant or by the successors orassigns of
the City and the successors or permitted assigns ofthe Tenant.

31.3. City Discretion

Wherever inthis Lease the approval or consent of the City is required, some actorthingisto be
donetothe City’s satisfaction, the City is entitled to formanopinion, or the City is given the sole
discretion:

(a) the relevant provision is not deemed to have been fulfilled or waived unless the
approval, consent, opinionor expressionofsatisfactionis inwriting signed by the
City oritsauthorized representative;

(b)  the approval, consent, opinion, or satisfaction is in the discretion of the City,
acting reasonably;

(c) sole discretion is deemed to be the sole, absolute, and unfettered discretion of
the City; and

(d) no publiclaw duty of procedural fairness or principle of natural justice shall have
any applicationto such approval, consent, opinion, satisfactionordiscretion.

31.4. No Effect on Laws or Powers

Nothing contained or implied herein prejudices or affects the City’s rights and powers in the
exercise of its functions under the Community Charter (British Columbia), the Local Government
Act (British Columbia), or any other enactment to the extent the same are applicable to the
Lands, all of which may befully and effectively exercised in relationto the Lands asif this Lease
had not been fully executed and delivered.

31.5. Successorsand Assigns

Itis agreed thatthese presents will extend to, be binding upon, and enure to the benefit ofthe

City and the Tenant and the successors and assigns ofthe City and the successors and permitted
assigns ofthe Tenant.

31.6. Law of British Columbia
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This Lease shallbe construed according to the laws ofthe Province of British Columbia.

31.7. Counterparts

This Lease may be executed in counterparts and when each party has executed a counterpart
each of the counterparts willbe deemed to be an original and all of the counterparts when taken
togetherwill constitute one and the same agreement.

31.8. Electronic Transmission

The Lease or a counterpart thereof may be executed by a party and transmitted by electronic
transmission and if so executed and transmitted this Lease will be for all purposes as effective
and binding upon the party as if the party had delivered an originally executed agreement.

31.9. Schedules

The following are the schedules to this Lease and form an integral part ofthis Lease:
Schedule A—Insurance Requirements
Schedule B - Tripartite Agreement
Schedule C - Baseline Environmental Report

31.10. No Joint Venture

ThisLease is intended to create only the relationship oflandlord and tenant and nothing in this
Lease creates the relationship of principal and agent or of partnership, joint venture, or business
enterprise or gives the Tenant any power or authority to bind the City in any way.

31.11, Entire Lease

Theprovisionsinthis Lease constitute the entire agreement between the partiesand supersede
all previous communications, representations, warranties, covena nts, and agreements, whether
verbal orwritten, between the parties with respect to the subject matter of the Lease.

As evidence of theiragreement to be bound by the above terms, the City and Tenant have each
executed this Lease belowon the respective dates written below:

CITY OF KELOWNA by its authorized signatory(ies):

Mayor:
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Clerk:

Date: SCSTMER, \\ZZZ
PJS REALESTATE HOLDINGS LTD. by its authorized signatory(ies):

Authotjzed Signatory

Authorized Signatory

Date:

)
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SCHEDULE A

Insurance Requirements

1. Tenant to Provide

The Tenant shall procure and maintain, at its own expense and cost, theinsurance policies
listed in section 2, with limits no less than those shownin therespective items, unless the City
advises in writing thatit has determined thatthe exposureto liability justifies less limits. The
insurance policy orpolicies shall be maintained continuously from Commencement Date or
such longerperiod as may be specified by the City.

o, Insurance

As a minimum, the Tenant shall, without limiting its obligations orliabilities underany other
contract with the City, procure and maintain, at its own expenseand cost, the following
insurance policies:

21 Worker'scompensationinsurance covering all employees ofthe Tenant engaged inthis
Agreement, services and/or occupancy in accordance with statutory requirements of
the Province orterritory having jurisdiction over such employees;

2.2 Comprehensive General Liability Insurance

(i)

(if)

(iii)

(iv)

providing for an inclusive limit of not less than $5,000,000 for each occurrence
oraccident;

providing for all sums which the Tenant shall become legally obligated to pay for
damages because of bodily injury (including death at any time resulting
therefrom) sustained by any personor persons or because of damageto or
destructionof property caused by an occurrence or accident arising out of or
related to this agreement, services and/or occupancy or any operations carried
onin connectionwith the Tenant’s occupationofthe Lands;

including coverage for Products/Completed Operations, Blanket Contractual,
Tenant's Protective, Personal Injury, Contingent Employer’s Liability, Broad
Form Property Damage, and Non-Owned Automobile Liability;

providing for the use of explosives for blasting; vibration from pile driving or
caissonwork; the removal of, or weakening of support of such property, building
orland, whether such support shall be natural or otherwise; demolition; orany
otherwork below ground level;
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(v) including a Cross Liability clause providing that the inclusion of more than one
Insured shall notin any way affect the rights of any other Insured hereunder, in

respectto any claim,demand, suitor judgement made againstany other
Insured.

2.3 Automobile Liability Insurance covering all motor vehicles, owned, operated, and used
ortobe used by the Tenant directly orindirectly in the performance ofthis agreement,
services and/or occupancy in connection with the Tenant’s commercial operation. The
Limit of Liability shall not be less than $5,000,000 inclusive, for loss or damage
including personalinjuries and death resulting from any one accident or occurrence.

2.4 Tenant’s All Risk property insurance, providing for Tenant's legal liability, providing for
aninclusive limit of not less than the value of the Lands and all leasehold
improvements.

3. The City Named as Additional Insured

The policiesrequired by sections 2.2 and 2.3 above shall provide that the City is named as an
Additional Insured thereunder and that said policies are primary withoutany right of
contributionfrom any insurance otherwise maintained by the City.

4. Tenant’s Contractor and Agents

The Tenant shallrequire each of its contractors and agents that make use ofthe Landsor
provideservices tothe Tenant atthe Lands provide comparable insurance to that set forth
under section 2.

=) Certificates of Insurance

The Tenant agrees to submit Certificates of Insurance, in the form of Appendix B-1, attached
hereto and made a part hereof, for itselfand for all of its Subcontractors to the City priortothe
Commencement Date ofthis Agreement. Such Certificates shall providethat 3o days’ written

notice shall be given to the City, prior to any material changes or cancellations ofany such
policy orpolicies.

6. Qtherlnsurance

Afterreviewing the Tenant’s Certificates of Insurance, the City may require otherinsurance or
alterationsto any applicable insurance policies inforce during the period ofthis Lease
Agreement and will give notifications of such requirement. Where otherinsurances or

alterations to any insurance policiesin force are required by the City and result in increased
insurance premium, such increased premium shall be at the Tenant’s expense.
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7 Additional Insurance

The Tenant may take out such additional insurance, as it may considernecessary and
desirable. All such additional insurance shall be at no expenseto the City.

8. Insurance Companies

Allinsurance, which the Tenant is required to obtainwith respect to this Lease Agreement,

shallbe with insurance companies registered in and licensed to underwrite such insurance in
the Province of British Columbia.

Q. Failure to Provide

If the Tenant fails to do all oranything which is required of it with regard to insurance, the City
may do all thatis necessary to effect and maintain such insurance inthe name and at the
expense of the Tenant, and any monies expended by the City shall be repayable byand
recovered from the Tenant. The Tenant expressly authorizes the City to deduct from any
monies owing the Tenant, any monies owing by the Tenant to the City.

10. Nonpayment of Losses

The failure or refusal to pay losses by any insurance company providing insurance on behalfof
theTenant orany subcontractorshall not be held to waive or release the Tenant from any of
the provisions ofthe Insurance Requirements or this Lease Agreement, with respecttothe
liability ofthe Tenant otherwise. Any insurance deductible maintained by the Tenant orany
subcontractorunder any of the insurance policies is solely fortheiraccount and any such
amount incurred by the City will be recovered from the Tenant as stated insectiona.
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City of ‘Q‘-_«‘;
Kelowna

City Dept.:
Dept. Contact:
Project/Contract/Event:

This Certificate is issued to:

SCHEDULE A=

City staff to complete prior to circulation

CERTIFICATE OF INSURANCE
The City of Kelowna
1435 Water Street
Kelowna, BC VaY 1l4

Insured Name:
Address:

Broker Name:
Address:

Location and nature of operation or contract to which this Certificate applies:

Type of Insurance

Company & Policy
Number

Policy Dates

Effective Expiry

Limits of Liability/Amounts

Sectionz

Comprehensive General Liability

including:

e Products/Completed
Operations;

s  Blanket Contractual;

e  Contractor's Protective;

e Personal Injury;

e Contingent Employer's Liability;

® Broad Form Property Damage;

e Non-Owned Automobile;

e  Cross Liability Clause.

Bodily Injury and Property Damage

$ 5,000,000 _ Inclusive
s Aggregate
$ Deductible

Section 2
Automobile Liability

Bodily Injury and Property Damage

$ 5,000,000 _ Inclusive

Itis understood znd zgreed that the policy/policies noted above shall contain amendments to reflect the following:
1. Any Deductible or Reimbursement Clause contained in the policy shall not apply to the City of Kelowna and shall be

the sole responsibility of the Insured named above.

2. TheCity of Kelownais named as an Additional Insured.
3. 30days priorwritten notice of material change and/or cancellation will be given tothe City of Kelowna.

Print Name

Signature of Authorized Signatory

Title

Company (Insurer or Broker)

Date
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SCHEDULE B

TRIPARTITE AGREEMENT
NON-DISTURBANCE AGREEMENT
(TENANTFINANCING)

THIS AGREEMENT dated for reference [month, day, year] is made

BETWEEN:
CITY OF KELOWNA
1435 Water Street, Kelowna BC V1Y 1J4
(the“Landlord”)
AND:
[name of lender] (incorporationjregistration number [number))
of [address] (Fax: [fax number]) (Email: [email address])
(the“Lender”)
AND:
PJS REALESTATE HOLDINGS LTD. (Reg. No. AO123978)
1311 9 Ave S.W. Suite 300, Calgary AB T3C oHg
(the“Tenant”)
BACKGROUND
A. By a lease dated [month, day, year] and registered inthe [location] land title office under

number [number] (the “Lease”), the Landlord leased to the Tenant the lands located at
6280 Lapointe Drive, Kelowna, British Columbia and legally described as:

PID: 030-478-430
LOT 2 DISTRICTLOT 120 OSOYOQOS DIVISION YALE DISTRICT PLAN EPP65593

(the“Lands").

The Tenant has granted certain security (together, the “Lender’s Security”) to the Lender
including a mortgage ofthe Lease (the "Mortgage of Lease”).
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C. As a condition of advancing funds to the Tenant, the Lender requires the Landlord to
confirm certain information to the Lender and to enter into this Agreement with the
Lender.

AGREEMENTS

For good and valuable consideration, the receipt and sufficiency of which each party
acknowledges, the parties agree as follows:

1. LANDLORD'SCONSENT

The Landlord hereby consents to the granting and registration of the Mortgage of Lease;
however, this consent does not extend to the othercontents of the Lender's Security; nor will it
be, orbe deemed to be, a consent to any further or othersublease of the Lands or any part of
theLands orto any assignment of the Lease or any further parting of possession ofthe Lands or
any partof them; nor will it be, or be deemed to be, a waiver of the requirement forthe consent
of the Landlord to any further or other assignment of the Lease or subletting or parting with
possessionofthe Lands inwholeor in part.

2 LANDLORD’SREPRESENTATIONS AND WARRANTIES
The Landlord represents and warrants to the Lender that:

(a) atrue copy ofthe Leaseis registered inthe [location] land title office under
number [number];

(b) as of the date of this Agreement, the Lease has not been modified or
amended and constitutes the entire agreement between the Landlord and the

Tenant in connection with the Lands;
(©) to the best of the Landlord’s knowledge, information, and belief, the

Lease is in good standing and the Tenant is not presently in default under the
Lease; and

(d) to the best of the Landlord’s knowledge, information, and belief, the
Tenant has not previously assigned orsubletitsinterestinthe Lands orthe Lease.

3. LANDLORD’SCOVENANTS
3.1 General Covenants

The Landlord covenants and agrees with the Lender that, notwithstanding anything to the
contrary inthe Lease, the Landlord will:
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(a) in connection with matters relating to the Lease, provide to the Lender
such information as may reasonably be required by the Lender from time to time
in order to remedy any default by the Tenant under the Lease or to advise the
Lender asto thestatus ofthe Lease;

(b) give the Lender a period of [30] days (or such longer period of time as is
reasonably required by the Lender in the circumstances to remedy) after the
Lender’s receipt of notice from the Landlord of a breach or default by the Tenant
under the Lease to cure any such breach or default, provided that the Lender will
have no liability to cure any defaultin the following circumstances:

(i) an execution, attachment, distress, or similar process is
taken againstany of the assets ofthe Tenant;

(ii) atrustee, receiver, orreceiver-manager (each a “"Receiver”)
isappointed forany business orassets ofthe Tenant;

(iii)  the Tenant makes an assignment for the benefit of
creditors;

(iv)  theTenant makes a bulk sale of all ora substantial portion
of its assets;

(v) the Tenant becomes bankrupt or insolvent or takes the
benefit of any law now or hereafter in force for bankrupt or
insolvent debtors;

(vi)  the Tenant is a corporationand an order is made for the
winding up or termination of the corporate existence of the
Tenant; or

(vii)  any other default by the Tenant under the Lease that
cannot be remedied by the Lender

(each, a "Non-curable Default”). If such breach or default, other than a
Non-curable Default, is remedied withinthe period referred to inthis Section, the
Landlord will not terminate the Lease and the Landlord will have no otherrights
againstthe Lender with respect to such breach or default;

(c) at the Lender’s request, and with the consent of the Tenant, permit the
Lender to enter the Lands to cure any default;
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(d) not unreasonably withhold consent to the assignment ofthe Lease orthe
New Lease or subletting orotherparting with possessionofthe Lands requested
bythe Lender;

(e) endeavour to periodically notify the Lender of any default of the Tenant
of which it isaware, but will have no liability to the Lender if it failsto do so; and

[Alternative Section:

(e) promptly give to the Lender a copy of any notice that the Landlord gives to
the Tenant with respect to any breach or default by the Tenant or any other act,
omission, or event on which the Landlord proposes to act and that would give the
Landlord the right to terminate or otherwise forfeit the term of the Lease;]

() endeavour to notify and obtainthe consent of the Lenderto any surrender
of the Lease or material modifications of the Lease, but will have no liability to
the Lender if it fails to notify orto obtain such consent from the Lender.

3.2  Lender'sLiability for Tenant’s Obligations

The Landlord covenants and agrees with the Lender that, notwithstanding anything to the
contrary contained in the Lease, if the Lender takes enforcement proceedings under the
Mortgage of Lease and advises the Landlord of its intentionto cause the Lease to be maintained,
the Lender will only be liable for:

(a) the payment of arrears of Rent that are outstanding and any otherbreach
by the Tenant of any of the Tenant’s obligations under the Lease (except for a
Non-curable Default) onwhich the Landlord had givennotice to the Lenderofthe
Landlord’s intention to act before the commencement of enforcement
proceedings by the Lender; and

(b) the performance of the Tenant’s obligations under the Lease during any
period ofactual possessionofthe Lands by the Lender orinthe absence of actual
possession, then from the time of commencement of enforcement proceedings
by the Lender until any assignment or transfer of the Tenant’s interest under the
Lease orany surrender, cancellation, or otherterminationofthe Lease.

3.3 New Lease
The Landlord covenants and agrees with the Lender that the Landlord will, at the written

request ofthe Lender, enterinto anew lease ("New Lease”) with the Lender or with the nominee
of the Lender approved by the Landlord, such approval not to be unreasonably withheld, only if:
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(@) the Landlord terminates the Lease by reason of the occurrence of a Non-
curable Default;

(b) the Lender delivers written notice to the Landlord within [20] daysofthe
Lender’s receipt of the Landlord’s notice of default; and

(©) if the Lender or its nominee approved by the Landlord paysthe arrears of
Rentpayableunderthe Lease and remedies all otherdefaults of the Tenant under
the Lease (exceptfor a Non-curable Default).

The New Lease will be for the balance of the Term of the Lease commencing immediately on
thelandlord’s receipt of the Lender's written request for a New Lease, and otherwise will be on
the same terms and conditions as are contained in the Lease.

3.4  No Seizure for Default

Thelandlord covenants and agrees with the Lender that the Landlord will not, fornon-payment
of Rent or any other default under the Lease, seize any equipment, inventory, goods, orother
moveable assets ofthe Tenant mortgaged orcharged infavourofthe Lender under the Lender's
Security without first giving [30] days’ notice to the Lender regarding the Landlord’s intent to
seize such equipment, inventory, goods, or other moveable assets, and allowing the Lender
during the [30]-day period to cure the default, should the Lender elect to do so by notice in
writing delivered to the Landlord within [20] days of receipt of the Landlord’s notice of default.

3.5  Exercise of Rights

If the Landlord does not receive the Lender's notice as required under Section 3.4 in this
Agreement, orifthe Landlord having received such notice the default is not remedied withinthe
[30]-day notice period, the Landlord will be entitled to exercise its rights and remedies underthe
Lease asif this Agreement had not been executed and delivered.

3.6  No Requirementto Advance Funds

The Landlord acknowledges that it is aware that the Lender will be relying on the
representations, warranties, covenants, and agreements of the Landlord contained in this
Agreement in determining whetheror not to advance funds to the Tenant, except that nothing

contained in this Agreement will impose or be deemed to impose any obligation or liability on
the Lender to advance such funds.

4. LENDER’S COVENANTS
4.1 General Covenants

The Lender covenants and agrees with the Landlord that:
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(a) itwill not assignthe Mortgage of Lease or further sublet the Lands or any
part of the Lands without the prior written consent of the Landlord, which
consent will not be unreasonably withheld ordelayed:;

(b) it will indemnify and save the Landlord harmless with respect to any

claims arising in any way in respect of the Lenders entry and activities at the
Lands; and

(©) if the Landlord does not receive the Lender's notice that it intends +o
remedy a default of the Tenant, as provided in Section 3.1(b), or if the Landlord
having received such notice the default is not remedied within the p eriod
specified in that section, the Landlord will be entitled to exercise its rights and
remedies under the Lease and at law as if this Agreement had not been entered
into with the Lender.

4.2  Removal/Sale of Goods and Business

Notwithstanding this Agreement, the Lender will not be allowed to use the Lands to conduct a
bankruptcy, receivership, or liquidationsale ofthe Tenant’s goodsorbusiness provided thatthis
will not prevent the Lender from removing the property ofthe Tenant from the Lands subject to
the Landlord’s right of distress, or from selling the business of the Tenant as a going concern
subject to the Landlord’s consent to any assignment or sublease of the Lease or other parting
with possessionofthe Lands, as provided in the Lease.

5. TENANT'S COVENANTS
5.1  Tenant’s Indemnity

The Tenant hereby indemnifies and saves harmless the Landlord forany and all additional costs,
damages, title clearing, orothersimilarcosts and expenses related to the Landlord entering into
this Agreement. This indemnity shall survive the expiry of the Term or any termination of the
Lease orthis Agreement.

5.2 Tenant’s Consent

The Tenant acknowledges and consents to the provisions ofthis Agreement.
6. GENERAL

6.1  Notice

Any notice under this Agreement must be given in writing and be sent by email or fax or
delivered addressed to the party to which notice is to be given at therecipient party’s address,
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email, orfax number set out onthefirst page of this Agreement (orto such otheraddress, email,
or fax number as a party may specify by notice given in accordance with this section) and such
notice will be deemed to have been given at the time of transmission or delivery.

6.2  Meaning of Terms

The parties covenant and agree that any reference in this Agreement to the “Lease” will include
any extensions orrenewals of the Lease pursuant to theterms of such extension or renewal. All
capitalized terms will have the meaning assigned to them in this Agreement and, if not
specifically defined in this Agreement, will have the meaning assigned to themin the Lease.
6.3 Time of Essence

Time is of the essence of this Agreement.

6.4 Enurement

This Agreement enures tothe benefitofand is binding on the parties and theirheirs, executors,
administrators, successors, and permitted assigns.

6.5 Sale ofLand

Ifthe Landlord sells the Lands are located, the Landlord will be relieved from any liability under
this Agreement from and after the closing of the sale if the purchaser agrees to assume the

obligations ofthe Landlord under this Agreement.

6.6 Rights of Landlord Retained

Except as expressly provided for in this Agreement, neither this Agreement nor the Lender's

Security will derogate from the rights and remedies of the Landlord as provided forin the Lease
and at law.

6.7  Effective Date of Agreement

This Agreement, including without limitationthe Landlord’s consent to the Mortgage of Lease
contained in the Lender's Security, will only be effective on its execution and delivery by all
parties until the earlier of the date when:

(a) the Mortgage of Lease s discharged;
(b)  theTerm of the Lease expires without extension orrenewal;

(o) the Lender assigns its leasehold interest (if any) in the Lease in accordance with
theterms of the Lease, as modified by this Agreement;
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(d) the Lease is terminated by the Landlord in accordance with the terms of the
Lease, as modified by this Agreement; or

(e)  thelender advisesthe Landlord thatits Mortgage of Lease is no longerin effect,

provided that nothing in this section releases the Tenant from any of its obligations under the
Lease.

6.8 Entire Agreement

This Agreement contains the entire agreement between the parties to it and will not be

modified, waived, or cancelled except by an agreement in writing executed by the party against
whom enforcement of such modification, waiver, or cancellationis sought.

6.9  Further Assurances

Each of the parties to this Agreement will do all such further acts and things and execute and
deliver all such further documents or instruments as may be reasonably required by any other

party oras may be reasonably necessary to effect the purpose of and to carry out the provisions
of this Agreement.

6.120 Counterparts

This Agreement may be executed in one or more counterparts, each of which will be an original,
and all of which togetherwill constitute a single instrument. Further, the parties agreethat this
Agreement may be signed and/or transmitted by fax or by electronic mail of a .PDF document
orelectronicsignature (e.g., DocuSign orsimilarelectronicsignaturetechnology)and thereafter
maintained in electronic form, and that such electronicrecord will be valid, and effective to bind
the party so signing, as a paper copy bearing such party’s handwritten signature. The parties
further consent and agree that the electronic signatures appearing on this Agreement will be

treated, for the purposes of validity, enforceability, and admissibility, the same as handwritten
signatures.

IN'WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first
above written.
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PJS REALESTATE HOLDINGSLTD.

Per:

Authorized Signatory

Per:

Authorized Signatory

CITY OF KELOWNA

Per:

Authorized Signatory

Per:

Authorized Signatory

[LENDER]

Per:

Authorized Signatory

Per:

Authorized Signatory
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SCHEDULE C

BASELINE ENVIRONMENTAL REPORT
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