
STEVE HALL 
RlMSfER OF DEEDS 

KMOX COUmy THiS INSTRUMJ3NT PREPARED! RY: 
R. CULVER SCHMID 

TlUS MEhlORANDUM OF LEASE, dated as of August 1. 2005 (hcrcinaner "this 
Memorandurn") behvscn THE INIPUSXWAL, UEVPXOPIMCEW BQAnb OF THE: CKW OP 
Hf\lOXVZLW ("liFsb~r"), having e mailing address of c/o Robin Hdt, IT Madtat Square, Shitc 2Bl. 
Knoxville, Teoaessrx 379112-1405 and PWSERVA'I*iON PIIBLlC LLC, a Ttnnessee llirtlilcd 
liability company (*Lr*c~")~ havir~g a rnmdlhg sdrlrcss of 22 Market Squarc. Knaxvillo, Tancssca 
37902. 

wlwreby catnin propmy (the k'teascd Property") consilng of the pamel of land describedin ~ ~ l r l l r t t - &  
n~taabod hereto end the impm~rmonts (hzrcan was demistd unla Lessee; and 

a m m e n c c  on kugtt&l, 2005 and can&ue unln July 31,2015. 





&#tircr nwg, u d & p e d  au.thq&y, a Naihy hEhllk wiRh 0 d  fur IRe 143- 
& & m i d ,  pglf~ljld~lly aypga~d! XI.@% m~cliw,, w i h  whom B ,am. gers~mlily acqkt;~bE~d li$ub proved tia me sm 

hsis of ati&aq;~u~lrg~ &&qca), m d  ~ h '  l q m w  his ~ ~ w J e d l ~ 3 ,  hii~sg.Kts iby: the Chaimim of 
TJ~IE; m w S r M ~ &  lmjtWQIPMIEBT B a r n  BF THE CilW OF lQWX,%'SiLM,, [ha wielhisr- 
alrmd harppimr, a public ::=hr=pr~fi~ w i p x a ~ ~ ,  md that Re, w ~ c t h  CRsrbn; exccukd l!k 
~ Q ~ a p j n ~  imtmmnk rm r:k p w o z  ~[tW~~cin om!aigrdl by dpiwg lYh~ mmh af $aid ~ a q y r d k m  X S U C ~  

dficer. 
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STATE OF TEWSSLi6 1 



. . 
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SITUATXD 111 District No, 4 nf Knox County, Tcanmee, an4 witbin the 6th Ward of the City PC 
Knomille,Tenaemc, and being known and designated a5 iat 19R, in IheRosubtlivision of Lots 19, 
20, 21 nlrd 22, o l  Swan Br h b r y  &ddMon+ i s  sbown by mnp matllncl as lnstxumcirt No. 
2005135240085555, in rbe Knw C Q U U ~ ~  #yisLcr's Ofhc, sald lot bei~rg Ittore fully bmrlded rind 
drscribcd by mapip, t~ rvf~ich mop spcdfic rclcrence Ir hereby mntlc for a more particulrr 
description. 





- 
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I 

This Lease, made and entered into as of the d ~ y  of August, 2005, by and 
between T33E INDUSTMa DEVELOPMENT BOARD OF CITY OF 
faVCbXVILLB, a public nonprofit corporation organized md existing undm thc laws of the State 
of Tennessee ('Zessor'"), and PRESERVATION PUBLIC LLC ~Les~ee'~}.  

W I T N E S S E T H :  

TWREAS, Lessor is a public nonprofit corporation ad a public instru~nentality of the 
City of Xnoxville, Temessw, and is authorized undm Swtions 7-53-1 01 to 7-53-3 11, inclusive, 
Tennessee Code krmakted, as amended (the '%ctt"y, t~ acquirc, whether by pw~hase, exchange, 
gift, lease, or otherwise, md to own, lease m d  disposa of properties for certain pnrpascs 
identified in the Act; 

WHEREAS, in order to encourage Lessee to construct and rehabilitate an appzoxirnateIy 
26,300 square foot residentid and commercid buildin& located at 15 - 22 h k e t  Square, 
Knoxvillp, Tennessees kreby  furtliering the purposes of the Act, Lessor desires to lease to 
Lessee and Lessee desins to rent $om Lessor certain red property hereinafter mare pdculnrly 
described, an the terms md conditions set forth I~erain; 

WHENAS, the City Cowlcil of .the City of E~oxvilk, Tennessee, authorized the Lessor 
to negotiate and accept k r n  Lcsscepayments in lieu of ad-valo~m taxes pursuant to Resolution 
No. R-377-03 approved Septmbcr 10,2003; and 

NOW, TmmOW, Lessor, for and in consideration of the payments herainafim 
stipulated to be made by Lessee, zuld the covenants and agreements he&& contained to be 
kept and p d o m c d  by Lessee, does by these presents dedse, lease and let unto Lassee, ilnd 
Lessee does by these presents hire, lease and rent &om Lessor2 fbr the Term (as defined bdow) 
and upon the conditions hereinafter staked, the premises described in ExZlibit k iittachecl hereto, 
together with all facilities and improvements now existing or horcafter oonsbntcted thereon by 
Lessec or otherwise; 

UNDER PlMD SUBmCT, however, to deed restrictions, cavenants, easements, 
reservations, rights o f  way md other encmbrmc-es existing sts af the date hereof and any other 
mcumbmtce hew&t:r existing that is not created by L m r ;  and 

UNDER AND SUBJECT to the foFollawing terms and conditions: 
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Section 1.01, h addition to the words, terms a d  phases elsewhere defined in this 
Lease, the fallowing words, t a m s  and phrases as used in this Lease shall b a ~ e  the following 
rspective meanings: 

"Act" shall mean Sections 7-53+101 to 7-53-31 1, inclusive of Tennessee Code Annotated, 
as amended. 

"Basic Re~lt" &dl mean the amaunts demx-jbed in Smtion 4,01, 

"hprovemenis" shall mean the ~fppzoximcly 26,300 square foot building to be 
constructed or rehabilitated on the Leased L;md b contain approximately 1 t residential wits and 
5 comercial spaces, 

'Urn&'  shall mean this instrument as origindly cxewkd or as it may from time to timc 
be supplemented or amended by one or more instruments swpp1r;mental hereto. 

"Leased Lared" shall mean the red property located at 16 - 22 Markct Square, Knoxville, 
Tennessee a d  described in Exhibit A attached hereto. 

* I  II "Leased Premises" shall mem, the L w e d  Land together with the building and related 
improxtvenmits or: fixtures mnstructed or to bbe consbmctd on Xhe Leased Land. 

"Lmcrr" &all m a  The hduslrial Development Board of the City of Knoxville, a 
Tennessee public rranprofit corporatian, 

"Tax Year" shall mean each annual p&od beginning on J m u q  1 of each year and 
mdmg on December 3; 11 sf 'rhnt year. 

Rearesentations of Lessee 

Lessee makes the following ~epresentations and warranties to induce Lessor to enter into 
this Lease: 

(a) Lessee is a limited liability cumpay duly farmed and existing under the laws of 
the State of Tennessee, authorized to canduct business in the Stab of Tmcssee and is in p o d  
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standing under Temessee law, with fill power and authority 10 enter into this Agreement and to 
perform all obligations contained herein and therein, md has, by proper action, been duly 
authorized to arecute end deliver this Lease and, when executed and delivered by the parties 
thereto, this Lease will constitute the valid and binding obligation of Lessee enforceable in 
accordance with its terms. 

(bb) Neither k e  execution and delivery of this Lcase, nor the consumation of the 
tra~lsactions contemplated 11win by Lessee, nor the fulfillment of or com.plimw with the tams 
and conditions of this Lease, docs or will conflict with or result in a breach cJf the terns, 
conditions or provisions of any restriction or internal governing document of Lessee or my 
agreemwt or instrument to which Lessee is now a party or by which; it is boun$, or my existing 
law, mZe, regulaticm, judgment, ordm or dwdecree to which it is subject, or constitutes a default 
under any of the foregoing or, excyt as contemplated. hereby, results in the creation or 
impopitian of any lien, charge or encumbrance: whatsoewr upon any of the property or assets of 
Lessee under the terms of  any instrument or ageioment. 

(c) There are no proceedine;s pending, or to the knowledge of Lessee theatmed, 
against or affwting Lessee in any court or before my govennmc?ntd authority, arbitration board 
or tribunal which involve the pcrassibility of materially and advcrscly affecting the properties, 
business, prospects+ profits or condition (finmcial or othwisru] of Lessee, or the ability RE 
Lessee to pcrfom its oMgatlns mdwi this Lease. Lessee is not in default with mspect to an 
order of any cow, governmental authority, arbitmtioa b o d  or tribunal. 

s (4 No event has owuned andl no conditiomt exists with r q m t  to Lcssee that would 
I , constitute an Event of DeEaruIt under &is Lease, or whicll, with thc lapse of'time or with the 
I giving of  noticeg or both* would become such an Event of Default. 

(e) There are no substances, materials, wastes, pollutants or ~nntaminants located on 
the Leasad Premises that m regulated undw any ~nviromental law or regulation except those 
m a t d l s  and substances that me maintained in wmplimlce with s u ~ h  laws and regulatians, and 
Lessee shaIl not permit any such substances, materials, wastes, palllutmts or contamimts to 
exist on the Leased Premises during the Tern of this Leme except in compliance with such laws 
and regulations. Prior to the execution of this Lease, Lessee has delivered to Lessor ,r report 
prepared by an inkpendent third party relating to the environmental status of the L w e d  
Prdscs,  and Lessee is unaware of  my environmental condition an tha L e d  Premises not 
described in that rcpmt. 

Lease Tern 

Subject to the provisions contained in this Lease, this Lcase shall be in k1l force and 
effect for a Term commencing on Augcrst 1, 2005 md ending ten (10) years thereafter on July 
3 I ,  201 5, unless previaudy terminated as provided belovv, 
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ARTICLE 1V 

Smtior&&. Basic Rcnt. Lessee will pay to Lessor without notice or demand, in such 
coin or cu~c~ncyof the United Stat% of America as at tha time afpaymmt shall: be legal tender 
far the payment of public and private debts, as Basic Rent: (1) all costs and expmses incurred by 
Lessor in copneetion with its obligations described herein including but not limited to attorney 
fear: and expenses incmed by Lessor in mnncctim with this Lease and (2) an August I, 2006 
and each August 1 thereafter du-ring $he Term, the sum of 5 1.00. 

Section 4.02, Additional Rmt. Lossoe agrees, as additional rent, to complete the 
canstnrction of hnpxovements cmtemplated in Article XI of this Lease and ta pay all other 
mounts, liabilities and obligstians which Lessee herein assumes or agrees to pay. Without 
limiting the foregoing, Lessor md Lessee recognize fiat the based Premises have been 
mnvayed to Lessor's predecessors subject to a Deed of Trust, Assignment of Renls and Security 
Agreement dated October 31, 2003, granted by Lessor to Cardinal Entqrises, hc. recorded 
with he Knox Cautlty Regster of D d s  at Instrvmlenl No. 20031231C)O66341, securing ithe 
financing of the Lcased Premises. Lessee a p e s  to make all payments of debt service relating to 
such financing, and such payments shall constitute additional rent hereunder. In the event of any 
failure on the part of Lessee to pay my mounts, liabilities or obligations described in this 
paragraph, Lessor-shall have all rights, powers and remedies prwidad for herein orf by law or 
equSty or otherwise in the case of nonpayment of the Basic R a t .  3 . , =  

Con~wliance with Laws; Pemi#ed Contests: 
Lessee's Acceptance of Leascd Premises 

Section 5.02. Cornwlimce with Laws. Lessee shall bughaut  the Term and at no 
oxpenso to Lessor promptly cure any violations under a11 laws, o~dinances, orders, rule% 
regulations and requirements of duly constituted public autfisritles, which art: or shall become 
applicablt; to the Leased Premises, the repair and alteradon th~cof ,  and the usc or mmcr of usr: 
of the Leased Premises, whether or not such laws, odnmccs, orders, nrlas, regulations and 
requkemmts: are foreseen or wlforwen, ordinary or extraordinary, and whether or not they shall 
involve any change of governmental policy or shall require structural or extraordinary repairs, 
alterations or additions, irrespective of the cost thereoe provided, howevw, that Lessee, in lieu of 
empliance with such laws, orders, rules, regulations and ~quire~nents, or the making of such 
additions, changes or alterations, may, at its option, memise: its right to purcha the Leased 
Premises, as provided below add, in such event shall have no Eurther liability hereunder. 

Section 5.02. Permitted Contests. Lessee shall not be required to campIy or cause 
wmpliance with the laws, ordinmces, orders, rules, regulations or requirements refermmd in 
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Section $,@I, so long as Lessee shall, at Lessee's expanse, contest ithe same or ffie validity thereof 
in good faith, by appropriate proceedings. Such contest may be made by Lessee in the name of 
Lessor or of Lessee, or both, as Lessee shail determine and Lessor agrees &at it will, at Lessee's 
expense, cooperate with Lessee in any such contest to such extent as Lessee may reasonably 
request, It is undergtorsd, however, that Lessor shall not be subject ta any Liability for the 
payment of any costs or expenses (including attorneys' fees) in connection with any such 
proceeding broughv by Lessee, and Lessee covenants to pay, and ra indemnify and s a w  harmless 
Lessor from, any such costs or expenses. 

&&ion5.03. Acceptance of Leased Premises. Lessee acknowledges that it has 
examined the Remises described in Exhibit A attached hereto and the state of Lessor's title 
thereto prior to the making of 'this Lease: and lmows the condition a d  state thereof, including, 
without limitatio~i, the environmentd and soil conditions, as of the fust day af the tern of this 
b a s s  rmd accepts the same in said condition and state; that no representations as to the 
condition or statk h x o f  havc b e m  mside by representatives of b r ,  and that in entering into 
this Lease, Lessee is relying solely u p w  its own exanxination thereof. 

Section 6.01. No Conve~mce of Title byJ.,essor, Lessor covenants and a p e s  that,; 
except as set forth herein, during the T m  of this Lease, jt will nat convey, or suffer or permit 
the cmveymce of, by my voluntary act on its part, its title to the Leased Pnemlses to any person, 
firm, corporation, or other entity whntsower, irrespective of whether any such conveyance or 
attempted wnveymoe shall recite that it i s  expressly subject to the terms of this base unless 
such convepce is consented to, in writing, by Lessee. Lessor will not crate m y  lien, 
mcumbmce or charge upon its interest in the Leased Premises except for any such lien, 
encumbrance or charge otherwise created by this Lease or consented to, In writing, by Lessee. 

Section 6.02. Txx Benefits, During the Term, Lessee s h d  be entitled to all benefits 
vrrdw fideral and state tax laws attributable to the ownership of h e  Leased Premises, including, 
without limitation., the right to claim deductions for depreciation and the right to dajm any lax 
credits altributabb to the Leased Premises. 

ARTICLE Vn 

Taxes and Other Charms 

Section 7.01. Taxes and 0 t h ~ :  Govemmentzrl Chartrm, Lessee agrees, subject to the 
provisions of Se~tion 7.104, to pay and discharge, as additional rent, punctually as and when the 
same shall become due and payable without penalty, all ad valorem taxes that at any lime fivm 
the. date hereof and k i n g  the Term shall be or become due md payable by Lessor or Lwee and 
that shall be levied, assessed or imposed upon, or that shall be or become liens upon, the L e w d  
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Premises or any portion thereof or my interest of Lessor or Lessee therein, under and by virtue 
of my present OF future law, statute, regulation or other requirement of my governmental 
authority. 

Section 7.02. Lessee Subroaated to Lessor's Rights. To the extent of any payments of 
additional rent by Lessee under this Article VI1, Lessee shall be subrogated to Lessor's rights in 
respect to the proceedings or matters relating to sucb payments, and my recovery in such 
proceedings ar mattes shall be used to reimburtje Lessee for the amount of such additional mt so 
paid by Lessee. 

Section 7.03. Utility Servicq. Lessee agrees that I&sor is not, nor shall it be, required 
to Ewrnish to Lessee pr any other user of the Leased Premises any gas, water, sewer, electricity, 
light, heat, power or my other facilities, equipment, lahar, materials or services of my lcind mcl 
Lessee agrees; that it shall pay all costs and expenses reIated to the forqping. 

Section 7.04. Pamentx in Lieu of Taxes. h s e e  recagnines that under present law, 
including specifically Section 7-53-305 of Tennessee Code Armotated, the properties owned by 
Lessor m exempt fiam all taxation in the Slate ~f Tenxlesssa Bowevsr, as long as this Lease is 
in aEect, Lessee agrees to make payments in lieu of taxes to the City of Knoxville, Tennessee 
and b o x  County, Tenncssce in nccordm~e with the provisions of this Sedan 7.04. 

For the Tax Yeai En which this Lase is executed, Lessee shall pay to the City OF 
Knoxviille and b o x  County, respectively, the property taxes that are due with respect to ,the 
Leased Premises fbr that Tax Year for the ,pedod that the based Premises were not owned  by 
Lessor plus payments in Lieu of taxes to the City of boxville and Knsx Cawty qua1 to thr: 
difference {if any) between (a) the amount of such tnxa paid to the City of K110xville and f i o x  
County a d  $6,301.10 (with respect to the City of &oxvillie) and $5,755.42 (with respect to 
&ox CounQ), Subject to the followin8 paragraph, far each Tax Year through thc final year of 
the Term, Lessce shall make a payment in lien af taxes on behalf of Lessor tt~ the City of 
IG.loxvills in thc amaunt of $6,3Ol.lO ivrd Knox County in the amount of $5,7PiA2. Thereafter, 
if this Lease remains in effect, Lessor shall make a payment in lieu of lwures with respect to each 
Tax Year on behdfaf Lessor to the City of Knoxville, Tennessee md Knox County, Tennessee 
in an mowt equal to thc ad vdorem taxes that would athetwise be payable with respect to tlne 
Leased Premises if such Leased Premises were owned by 'Cessect. The estimated annul tax 
savings received by the Ler~ee during tlie term of the Lease are approximately $30,000. 

Any additional payment in lieu of tax paid pursuant to this paragraph shall be divided 
between the City of Krloxville and Knox County in the same proportion that each of their 
property tax raim bear to the total property tax rates ofthe City of lhoxville and b o x  County, 

Notbing contained m Ozis Section 7.04 is intended or shall be aonstmed to require the 
payment by Lessee of any greater amounts in lien of taxes than would be payable as taxes if the 
Leased Premises were owned by Lessee. It is accordingly understood and agreed that the amount 
payable by Lessee in any yew under the provisions of this Section 7.04 shall be reduced by the 
amawl of any acl valm-cm taxes Iawfully Iwied upon the Leased Pm~niscs or any part. &2lereaf, or 
upan Lessee's leasehold estate therein, and actually paid by Lessee putsumt to the requirements 
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of $&ion 7.01 hereof to the City of Knoxville or 'Knox County and to tha extent that my such 
tax payments paid by Lessee pursuant to the requirements of Section 7,011 hereof for my yeas 
shall exceed the in-lieu-of-tax payments for such year otherwise provided in this Section 7.04 the 
mount payable by Lessee in any subsequent year under the provisions of this Section 7.04 shall 
be reduced by such excess amount, 

In furtherance of the agreements in this Section, it is agreed by and between the paties 
hereto that Lessee in cooperation with Lessor shall cause the Leased Premises to be valued and 
assessed by the assessor or 0 t h  official or officials cllrug~d with the responsibiljty of messing 
privately owed commercial pmpcrty in the w a  wl~ere the Leased Pmpsrty is located at the time 
such privately owned property is valued or assessed. Lessee in cooperation with Lessor shall 

1 cause to be applied to the appropriate taxable value of the Leased Premises fie tax rate or .raw 
that would be applicable fir state and local tax purposes if the property'were then privately 
owned, and shall cause the county trustee or other official or oEiciaEs charged with the 
responsibility of coUecting taxes to submit annually to ~cssee a statement of the taxes which 
would athenvise then be chargeable to the based Premises. The right is resaved to Lessee to 
the same exteat as if Lessee were the owner of the Leased Premises to contest the validity or 
mount of any such assessment. 

N a ~ t h s t m ~ i g  my provision herein to the contrary, Lessee shall also pay to the City 
far each Tax Year that the Lesse i s  in H e c t  as additional payrnents in lieu of t a e s  mounts 
equal to the additional property taxes that would have been levied upon the Leased Premises 
(based upan 'klie^aalue of the Leased Prmises 011cc all improvements at.e completed and fie * 

Lcssrrr takes fir?'khple title to the Leased P'remisek) due to the location of the Leased Premises , ' 
I ,  in the Central Business Improvement District of the City. 

Each payment, in lien of taxes required by this Section 7.04 (ather than those described in 
the third pwagr;iph above) shall be due. on rrz b e h e  %he February 28 following the Tax Year with 
respect to which each such papent relates, and the ddigation b make my payment in lieu of 
taxes with respect to any Tax Year shatl sumive the t~mination of this Lease, 

The p a p m t s  in lieu of taxes payable heremdm shall only apply to the Leased Land and 
the improvements presently existine, thereon as mhabilitaltd p m u m t  to M c l e  33 hereof, &I 
the event Lessee oonstmcis hprovlemenfs on the Leased h d  other than the improvements 
described in Article XI hereof, Lessee shall mske papants En Lieu of taxes to the appropriate 
taxing jurisdictions with respect to I ~ U C ~ ,  additional improvements in an amount equal to the ad 
valorem taxes that would otherwise be payable by Lessee if Lessee was the owner of such 
additional in~provemmis UYI~CSS the parties hereto agree in writing to tlse contrary. 

Sectjon 7.05. j?ermittcd Contests, Lessee shall not be required. to pay any tax or 
assessmeat against the Letlsed Premises or any part thereof, 9 0  long as Lessee shall, at Lessde's 
expense, contest the same or the validity thereof in good faith, by appropriate proceedings which 
shall olperatc to prevent the collection of the tax or assessment so contested or resulting $?om 
such contest and the sale of the Leased Promises or any pslrt thereof to satisfyl the samee Such 
contest may be made by Lessee in the n.me of Lessor or of lessee, or both, as Lessee shall 
determine, and Lessor agrees that it wiIl, at Lessee's expense, cooperate with Lessae in any such 
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cantest to such extent as k s e e  may msnably  request. It is understood, however,  at Lessor 
shall not 'be subject to my tiabjlity for the payment of my costs or expenses (including attorneys' 
fern) in connection with any such proceeding br~ught by Lessee, and Lessee covenants to pay, 
and to incdemifjr and save harmlw Lessor &om, any such costs or expenses. 

ARTICLE m1r 

Lessor shall not be required to rebuild or to mike: any repairs, replacements or renewals 
of any nature or dwriptian to tlre h s e d  Premises or to make my experrditwes whatsoever in 
connection with this Lease or to maintain the Leased Premises in m y  way. Lessee expressly 
w&+es tho right contained in any law now or hereafter in effect to make any mpfrirs at the 
expense of Lessor. 

Except as provided in the next paragraphI Lessee sball keep and maintain in good order, 
condition and repair Cinclutling any such repair as is requircd due to fire3 stom or other casualty) 
the Leased Pxdses  and cveryl part thereof and any and all appurtenances thmto. Lessce shall 
save Lessor hirnnless on account of cIa4ms for mechanics, materialmen's or ather liens in 
corsnmtion with my work by Lessee, and any such liens shall exist only against Lessee's 
leasehold interest and shalil be clischarged, by bond or at2renuise, within thirty (30) days 
filing.' 'Lessee shdl keep and maintain We Leased Premises in a w o r h c e  with all directions 
rules and regulatidrid of h e  prop& officials of the gcmi-ment agencies having jurisdiction, st + 

the sols c o t  and expense oflessw. 
I 

In the event the imprc&ments arc destmyed or substantially damaged by fire, storm or 
other casualty, Lessee shall not be required to rebuild the impmvemmts on the Leased Premises. 
In the avwrt Lessee does not elect to rebuild the improvemsnts on the Leased P r d s w  in such a 
case, Lessee shall s m o w  all rubble, debris, mnterials and any remaining improvements on the 
Leased Premises so that the based Premises are in goad condition and would be ready to 
devdop with other improvements, 

ARTICLE IX 

Condemnation 

If during the Term, all or any part of the Leased Pmmises be talcen by the exercise of the 
power of enlinent domztin or curidemnation, Lessw shall be entifled to and shall receive the 
entire award for the taking. If title to or control of all of the Leased Premises shall be t&cn by 
tho exercise of the power of eminent domain or condemnation, or if such use or control of a 
subsbntial part of the Leased Prernises xhU be taken as to rcsult in rendering the Leasecl 
Premises undeliverable to Lessee, Lessee may terminate this Lease by giving written notice to 
the Lemr and thereafterlshall have no fiuther liability hereunder except as spe~ilically provided 



herein, provided, as a condition of such termination, Lessor may require Lessee to remove 41 or 
a portion ofthe improvenlents from the remahing portion of the Leased Premises. 

ARTICLE X 

Insurance. Indemnification and Linlitation of Liability 

Section lO.Q1,Jfisu~ance. Lessee shaJl c a .  commercial public liability insurance 
covering the based Premises and the use mb occupancy of the same in a company or companies 
licensed to do business in Temwsee under a policy reasonably ssat3sfdctm-y to Lessor bbo1 as to 
amc)ut and coverage a d  shall provide evidcnce of same to Lessor. Lessar shall ba listed as an 
adaitional m5wed on such policy. Lessee shall also iusure all improvements on ltha Leased 
Premises at their hll replacement value, with Lessor being included as ah additional insure& zlnd 
Lessee shall provide evidence of smna to Lessor. Any insurance proceeds ;from such insurance 
shall be applied as provided in any deed of trust pursuant to which Lessee has mortgaged the 
Leased Premises; provided, however, such application shall not excuse pformanee by Lessee of 
Lessee's ohligatians under Article VIU and provided further, except as may be provided in such 
deed of b s t ,  Lessee shall be deemed the owner of and shall be- entitled to the receipt of all such 
i n m c e  pmcseds. Each pali~y described above shall contain a provision that it may not be 
canceled without first giving hssor not less than tilirty (30) days prior written notice. 

Sedlon 10.02. Indemnification. "1;c~stte wvmants arrd ames, at it$ expense, to pay, and ; 

to indemni* md save Lessor and its d i i t ~ r s ~  'agmts and mplsyees (w~lectively, the I 

"Indemnified Parties") hamless against ntld Born my and all claims by or on behalf of my 
person, firm, c~qoratian, or govenrmmtd authority3 arising fbm the occupation, usa, , a  

possession, conduct or mmagcment of or from any work or activity done ia or about the Leased 
Premises or from the sub1etting of my part thcmf, IncIuding any liability for violation of 
conditions, agreements, restrictions, laws, ordinances, or mgulations affecting the Leased 
P ~ m i s a  or the occ~ipancy or use thereof. k s t l e  also covenants and agrees, at its expense, to 
pay, and ta indenmi@ atrd save the hdomnified Parties I ~ m l e s s  against and $om, m y  and aU 
claims, costs or expensw xising i?om (i) any condition, .including any en~iro~~mmtal condition, 
new existing or hereai?~r arising, on the Leased Premises, (ii) any 'areah or default an the pait of 
Lessee in the performance: of any covenant or agreement to be performed by Lassee pursuant to 
this "Leas% (iii) any act or negligence of Lessee, or any of its agents, conltactors, servants, 
employees or licensees, or @v) any accident, injury or damage whatever caused to any person, 
firm or corporation in m about the b e d  Promises and fiom md against dl  costs, reasonable 
counsel fees, expenses and liabilitia incurred in any action or proceeding brought by rPlasan of 
any claim r e f e d  to in this Scxtim. In ttrc event that my action or prvceedhg is brought 
against any Indemnified Party by reason of any sclch claims, Lessee, upon notice h m  such 
Indemnified Party, covmaats to resist or defend such action or proceeding. The indemnification 
provided shall suwive tmnhaticm of this Lease, 

Section 110.03. Limitation of LiabiW. This Lease and th obtigations of Lessor heremder 
shd1 be non-recourse as to Lessor, and Lessor shall have absslutely no pcrsonal or indi~dual 
liability with respect to any o f  the tcrms, covenants and conditions of this Lease;. Lessee hereby 
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expressly agrees that it shall look solely la the equity ofLessor or its successxfs) Interest in the 
based Premises fbr the satishtion of my remedy of Lessee in the event of any breach by 
Lessor of any of the terms covenants and conditions of this base. This exculpation of LESSOX'S 
personal liability is absolute and without any exception whatsoever. Lessee acknowledges that 
Lessor is a govemrnental entity and is subject to the protectian of the Tennessee Govmetrtal 
Tort Liability Act$ Tmessee Code Annotated $254-20-1 01 fhroug3i 29-204118 (as amended fram 
rime to timer], and Ra~lilrg cantaincd herein shall constitute a waiver 'or release of Lessor's rights 
and protections under said Act. . 

I ARTICLE XI 

Lessee shall have the right to construct buildings and other impmvements on the Leased 
Land -from time to tinle arid to make additions to and alterations of any such buildings and 
improvements and any existing buildings and impmvements. All wok done in connection with 
such additions, altmtiom, improvements or construction shall be dona promptly, and la goad 
and worErmEmlike manner, and in carnpliance with all Ems, ordinances, orders, rule;s, regulations 
and ;requirements of aU fkdd, state and municipal govenunents and the appropriate 
departments, commissions, boards and offices fhereaf. Lessee shall maintain or cause to be 
maintained, at dl times when m y  work is in process in connection with such additions, 
alterations, impravanmts or cconsbuction, workmen's compensation insurance covering all 
persois employed in connection with such work and with respect to whom death or bodily injury 
claims could be asscrted against Lssozp, Lessee or the Leased Predses. 

Lessee c~venants and agrees at its expense to deliver the: Imp-ovemenfs, to the Leased 
Land in accordance with plans tbat have previously been pres;ented by Lessee to lthe City of 
Knoxville. Su& facility will add additional facilities containing appt~xixnately 26,300 square 

! feet, and the cost of such, impjovennents is cmentlEy estimated to cost approximately $2,000,000. 
It is understood and agmed that such facility, together with alJ otha improvements or fixtures 
from h e  to time placed on the Leased ]LandJ shall become #a property of Lessor arrd p& of the 
h s e d  Premises. The cost of the Impravenrents shall be treated as additional rent payable by 
Lessee under this Lease. 

(a) Lessee may, without the mitten consent of the Lessor, sublet the Leased Premises 
or any part thereof for such residential and commercial purposes as are permitted by applicable 
laws. Lessec shall not have tbe right to a&gn or otherwise transfer its rights and interest 
hereunder except with the prior written consent of Lessor- 
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(b) Notwithstanding subsmtion (a) hereof, Lessee is hereby given the right, at any 
time and h m  time to time, to mortgage its leasehold estate in the hasred Premisw, provided 
that any such leasehold mortgage shall be subject and subordinate ta the tights of Lessor 
hereunder. As used in this Secticm and throughout this Lease, the noun %oltgagen shalf include 
a d d  of trust, the: verb "mortgagett shalt include the -mation of a deed of hwst, the word 
"mortgagee" shall include the beneficiary tender a deed of &st, and the t m s  "fbrdose" or 
"foredosure" shall indude a trustee's sale under a deed of bust as well as a f'reclosure by 
judicial process, 

(G) If a mortgagee. shall have given Lmsor, before any Event of Default shall have 
occurred hereunder, a written notice specifying the name; mind mailing address of the qortgagee, 
then Lessor &all not terminate this Lease by reason of the wlccurrenm of any Event of Default 
hercundler unless Lessor shdl have @en the mortgagee a copy of its writtk notice to Lessee of 
such Event of Default addressed to the mailing address last h i s h e d  by tho mmtgagee, md such 
Evmt of Default shall not have been cured by said morlgagee: as provided in insubsc~tiorzs ICd) mrrd 
(el below. 

(d) Lessee irrevocably directs that Lessor accept, and Lessor agrees to accept, 
performance by any such mortgagee of any term, cavmmt, agreement* provision, condition or 
limitation an kss& pat to be perfiormd ar lobserved as though petformed or observed by 
Lessee (including, without limitation, exercise of the option lo purchase the Leased Premises 

I 
granted to Lessee by Section 14-01 hereof), irrespective of whether an Evcrrt of Default has 
occurred, provided swh performance by, said martgag= shall occur. within the t ine prescribed 
t h d f a ~  in this Lease, plus an additional grace period of th&y (30) days Ithemafter or, if said 
Event of Befau1t is curabk but not within said 30-day period, then within such sdditianal t h e  as 
may be necessary to cure the same provided the mortgagee comenoes the curing thereof within 
such 30-day period and thtmafter prosecutes the d g  of such Event. of Default to completion 
with all due diligence; provided, however, (i) with respact. to say Event of Defiult heseundsr 
which cannot be cmd by said mortgagee until it obtains possession of the based Pmises,  the 
provisions of subsection (e) shall apply and @) if Lessee f&ls to maintain commercial public 
liability insurance required by Section 10.01 hereor; the mortgagee shall only haw ten (10) clays 
to ~ c r c  such Event ofDdsu1lt. 

(a) Tf an Event of Default occurs under this Lease which c m o t  be curd by a 
mmkgagee without first obtaining possession ofthe Leased Remises (which shall not include an 
Event of Default rclathg to &G maintenance bf: liability insurance), then, and notruithsbding 
any other provisim contained in this h e ,  Lessor shaIl nat terminatr: this Leas8 by reason of 
such Event of Defautt if (i) said mortgagee, within the thirty (30) day grace period set forth in 
subsection (dl above, shall have; commenced, and thac&er diligently proceeds with, an 
appropriate prcrceeding to fireclose such mortgage or otherwise obtains possession of the Leased 
Pr~mises, and (ii) said mortgagee shall have curd such Event oEDefauXt within Wrty (30) days 
following its obtaining possessim of the Leased Premises (or, if said Event of Default is cmble 
but not within said 30-day periad, then within such additional time ts maybe nwesstuy to cure 
the same provided the mwtgagee cornmenees the caring thereof within such 30-day pcriod and 
t h d c r  prosecutm the curing of such Event of Default to eompllelion wifh all due diligmc~). 
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If) D d n g  the pendency of my foreciasure; proceedings, mortgagee shall fully 
perform all the obligations of Lessm under this Lease that can ban pdormed by such mortgagee 
without possession of the Leased Premises (hclu&ng, but not limited to, payment of dl Basic 
Renq all additional rent, maintenance of insurance, and any and dl other monies due and payable 
by Lessee fiereunder); provided, however, that if such mortgagee obtains possession of the 
Leased Premises during the time that it is edorcing its fqreclosurc remedy or as a aresuit theresf, 
then such mortg~gee shall perfam ally all of Lesses's chligations urlder this Lease. In the went 
such mortgagee or any purchaser at a judicial or nm-judicial foreclosure sale ('"purchaser") 
acqn,iXes title to the leasehold cstate through such a foreclosure: proceeding, or otherwise, it shall 
thereupon become subrogated to all the riglsts of the Lasee under this Lease wheraupon: 

(1) Lessee shJl have no firrtha right hereunder, and 

(2) Such mortgagee or purchaser shall ibrthwihh be obligated to 
assume and perfarm each and dl of Lessee's obligations and covenants hereunder. 

(g) Upon the written request lclf any morigagee or prospective mortgagw, and for the 
beneiit titof said mortgagee or its nominee, Lessor will pmptIy  deliver to said mortgagee a 
certificate as to whether Lessor is aware of m y  default by Lessee hereunder. 

(h) Notwithstanding mything. to the contrary contained in this Section 12.01, the 
mo~tgagee, on or after acquiring ownership of Lcssee:~ leasehold estate, may assign this Lwse 
witbout the nemssity of obtaining Lessor's consent and, upon my.such assigment, provided 
such assignee shalli assume and agree t,olpcrf&m and, be bound by. d l  of the terms hmof, be . 

I released f+om all liabi1it)r haamdm except fix obligations occurring duringits ownership of said 
I 

leasehold estate. 

Events of Default: Termination 

If my one or more of the following events (herein called 'Events of Default") shall 
happcn: 

(a) if Lessee fails to maintain the oonmcslcial public liability i n s m c c  nzquird by 
Section 10.01; or 

(b) if d&ult shall be madc in the due and punctual payment of my payment due 
pursuant to Section 7.04 hlreof, anrl such default shdl continue for more than W y  (30) days 
after receipt of witten notice ta die Lessee fiom the Lessor; or 

{c) if default shall be made by Lessee in the due performance of or compliance with 
any of the terns hereof; othm than that referred to in the foregoing subdivisions (a) and (b), and 
such d~f8uIt shall continue for sixty (601 days after Lessor shall have given Txssee written notim 
of such default (or in the cast: of any such default which cannot with due diligence be cured 
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within such 60-day period, if Lessee shall fail tu proceed promptly to cure the same and - 
fhereaflwposecute the curing of such default with due diligence, it being intended in connwtion 
with any such deihlt: not susceptible of being cured with due diligence within thc sixty (60) days 
h a t  flie time af Lessee within which to cure the same shall be extended for such period as may 
be necessary to coqlete the curing o f  the s m e  with all due diligence]; 

then in any such event Lessor at any time thaeaffer and while such Event of Default shill 
continue may give a wittentermination notice to Lessee, which notice shall sped& the nature of 
fhe Bvmt ofD&ult and a date sf termination of this Lease not less tlmn thirty (30) days after the 
giving of such notice. Upon such termination, Lessor shall have the right, but not the obligadon, 
to enter upon the based Premises and repossess the Leased Premises. 

pmhases and Purchase Prices 

Section 14.01. Orrtion to Purchase. Lessee shdi have an qtion to purchase the L w e d  
Premises at any t h o  during the Tmm and for a period of ninety (90) days after the Term 11as 
ended and Lessor has given notice of the end of sucb Tern lo Lessee for an amnaunt equal to 
$1.00. To exercise such option Lessee shall (i) give Lessor at least ten (10) days' prior wrimn 
notice of its intent to exercise my optim grmfed pursuant to this Section 24.01, which notice 

I shall stab the purchase date, and [il) comply with tlqprovisions of Section 14.03 hmwL The; 
option ta be atmised by Lessee Ileremder may be exercised whether ar not a default or Event 

I , af Default has occurred hereunder. I 

Section 14.02. Grrantintx of Easemenis. From time to t h e  during the  em, Zlessee shall 
have ther righe, st Lessee's expense, to cause Lessor (i) to grant easements a c t k g  the Leased 
Premises, (ii) to dedicate or convey, as required, portions of the h u e d  Pren5sei for road3 

I highway rurd utilitia and other public purposes, and (iii) to execab petitions to have the h w e d  
Premises or partions rher~x ,Emexd sdto any municipality or included wittrin any utility; highway 
oilr other i m p m v m ~ t  or S & C ~  district+ 

Sectienl4.03. Exercise ofa&tion. 

( a  To exercise any option contained in Scxtian 14.01, Lessee shall pay, or cause to 
be paid, on or prior to the pchasl: date, as lfie purchase price the sum of $1.00. 

(b) OD the purchase date fdr the purchase of the ~ e & d  Premises pursuant to Seetion 
14.01, Laxor shall convoy the Lmed Ptemises to Lessee by quitclaim dead conveying Lessor's 
interest in the Lwed Premises, Lesssee shail pay all expenses relating to such cmeymce.  
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ARTICLE XV 

Section 15.01, App.licab1~ Law. This h s e  shall be governed exciusivdy by the . 

provisions hereof and by the applicable laws ofthe State of Tennessee. 

Section 15.02. SeverabiIity. In the event that any clause or provision of this Lease shall 
be held to be invalid by my court of competent jurisdiction, the invalidity of such clause or 
provision shall not affect my of the remainsin8 provisions hereof. 

Section 15.03, motices and Demands. All notices, certificates, demands, requests, 
consents, appravals and other sinulm instrunken& under this Lease shall be in writing, mcl shall 
be deemed to have been propmly given and received if sent by United States certified or 
registered mad, (a) if to: Lessee addressed to Lessee at 22 Market Square, fioxville, Temessee 
37902 or at such other address as Lessee from time ta time may have desigtlatad by w;ritkn 
notice to Lessor; and @) if to Lessst addressed to Lessor, 17 Market Square No. 201, Knoxville, 
Temessee 37902 Attentio11: M i n  Halt arrd a copy to C/CI R. Culver Schmid, Bq., Long, 
Ragsdale und Waters, PC, 1111 Northshore Drive, NW, Suite 8-700, Knaxville, Tennessee 
37919-40'74, with a copy to tho City of ~rrxville, P. 0, Bax 1631, Kn6x~ille, Twmessee 37902, 
Attention; Zaw Director or at such other adclress as Lessor may firom time to time have 
designatlc3d by written notice to Lessee. 

I ,  r- i 

&ctim"15.04. Heaclinmand References. The headings in tllis Lease are far convcdehce 
I I sf refemace only and shall not define or Einit the provfsions therebf, All ~eftmhxfi in this bass 

to particular Arti.clw or Ssctions ars references to Articles or Sections of this Lwe, unless 
otherwise indicated, 

Section 15.05. Snccessoas and Assims. The terms and provisions of this Lease shall be 
binding upon md inure to the beneat of the pads l~ereto and their respective successors and 
assigns. 

Section 15.06, M~~ltiple Counteraarts, This Lease may be executed in multiple 
counterparts, each of wldch shall be an original but dl of which together shall constitute but one 
and the same instrument. 

Section 15.07. Bmenses UPOIU, Def&u&. In the event that Lessor sh& be required to 
engage legal counsel for the enforcement of any of the tams of this XRasg whether or not such 
employment shall q u i r e  jinstitution of suit or other legal services required to secure compUance 
on the patl; of Lessce, Lessee shall be responsible for and shdl promptly pay to Lessor the 
reasonable value. of said attorneys' fees, and any ather expenses incurred by Lessor as a r d t  of 
such default 

Section 1 LQ8, Ho Liability o£ Officers. Etc, No recourse under or upon any obligation, 
cwwm& or ajgmenlent contained in this Lease shdl be had against my incorporator, members, 
director or officer, as such, past, present or hture, of Lessor, either directly or througli the 
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Lessor. Any and all permnal liability of every nature2 whether at common law or En equity, or by 
statute or by constitution or otherwise, of any such incorporator, member, director or oScer is 
hereby expressly waiPred and released by Lessee as a condition of and consideration for the 
cxwution of this Lease. 

Section 35-09. No Liabilitv of City. Officer. Etc, The City of Knoxville, Termessee, and 
its officids and agents shall n d  in any ewnt be liable for the performance of any obligation or 
agreement of any kind whatsoever herein, *and none of the agreements or obligations of Lessor 
contained in this Lense or otherwise shall be cctmhuad to constitute an indebtedness of the City 
of lCno;uville, Tennessee, or its r>Ecials or agents, within the meaning of any constihltional or 
statutory provisian whatsoever. 

I Section 15.10 Limitation of Liability. Notvsithstmcling q other provision hereof, 
- Lessofs liability hereunder shaa be Xhdted to its interest in ific! Leased Premises and the 

payments to be made; pursuant to this Lease, and Lessee shall not have any recourse: against my 

I 
other assets of Lessor. 

Section 15.11 &SJ. During the rehabilitation of the Leased Premises, Lessor and the 
City of KnoxviXle shall be permitted 'to place a sign on the Project indicating their support of 
Lessee's activities on the bascd Premises so long as suoh sign is in. compliance with a11 local 
laws and regulations. 

I ?  Section 15.12 Reuorts. During the tern of the Lease;. EcsseeAall, at the request of . 
, Lessory assist Lessor by providing to Lessor, or its designee, imjh-mation necessary to oomplete . 

I repark required by the t m s  of Tern. Code. Am.  §Q74%31)5(b) and 417-303 (and , 
I amendments thereto) in the forms attached hereto as Exhibit B (or any mendtnent thereof 

requested by Lessor), ]If requested by Lessor, Lessee shall certify such idormation and sign the 
reports in its capaoity as Lessor under the terms of this Lease. 

W W B R  OF PAGE INTENTIONALLY LEFT BLAW] 
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- IN WrTNESS w??EiEOI;: THE  US^ DBmWPMENT BOARD C@ TJB 
ClTY OF KNOXVILLE, has executed this Lease by causing its name to be hereunder subscribed 
by its duly &horized officer; m d  LRsses has exmuted this ];ease by causing their names to be 
hereunto subscribed, all being done as of the date and yew frst above writtxn. 

THE INDUSTRIAL DEVELOPMENT BOARD 
OF TB1E CITY OF KNOXV3LLE 

By: 4 4 ~  
h m e :  Alex Fischer 
Title: Chairman 

I PlX.E$ERVATlON PUBLIC LLC 
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Legal Desoziwtion of Leased Land 

SITIJATEII ia District No. 4 of XGIm County, Teuaessee, and within the 6th Ward of the 
City of llnoxviIle, Tennttsser; and being brown and designated as Lot 19R, iu the 
Resilbdiviriisn of Lots 19, 20, 21 and 22, af Swau 62 Mabry Addition, as shown by map 
recorded as Insttrrrnmt No. 20030324UU34555, iu the Kmx County Register's Office, said 
lot being more fully baundcd and dcscrfbed by map7 to which map specriflc reference is 
herreby made for s more particnlsr description. 

BEING the pmperty conveyled by: Quit Claim Deed dated May 9, 2003, from Scott and 
BernadeMe West to Lessee recorded with the fiox Caunty Register of Decds st Xost~ument 
No+ 200305120102334. 


