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Investors must read the entire Official Statement to obtain information essential to the making of an informed investment decision.
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$107,615,000 

LEASE REVENUE BONDS, SERIES 2015A 
 

Due 
(January 1) 

Principal 
Amounts 

Interest 
Rates Yield 

CUSIP  
Number† 

2019 $  2,420,000 5.00% 1.06% 937308AA2 
2020 2,540,000 5.00 1.35 937308AB0 
2021 2,670,000 5.00 1.61 937308AC8 
2022 2,800,000 5.00 1.85 937308AD6 
2023 2,945,000 5.00 2.13 937308AE4 
2024 3,090,000 5.00 2.27 937308AF1 
2025 3,240,000 5.00 2.40 937308AG9 
2026 3,400,000 5.00 2.56* 937308AH7 
2027 3,575,000 5.00 2.73* 937308AJ3 
2028 3,755,000 5.00 2.84* 937308AK0 
2029 3,940,000 5.00 2.97* 937308AL8 
2030 4,140,000 5.00 3.06* 937308AM6 
2031 3,940,000 5.00 3.13* 937308AN4 
2032 4,140,000 5.00 3.21* 937308AP9 
2033 4,345,000 5.00 3.28* 937308AQ7 
2034 2,685,000 5.00 3.33* 937308AR5 
2035 2,820,000 5.00 3.37* 937308AS3 
2036 2,960,000 5.00 3.39* 937308AU8 
2037 3,110,000 5.00 3.43* 937308AV6 
2038 3,265,000 5.00 3.47* 937308AW4 
2039 3,425,000 5.00 3.50* 937308AX2 
2040 3,600,000 5.00 3.52* 937308AY0 

 
$34,810,000, 4.00%, due January 1, 2048 (Price 98.00%) CUSIP No. 937308AT1† 

 
 

$24,455,000 

LEASE REVENUE BONDS, SERIES 2015B (TAXABLE) 
 

$24,455,000, 1.485%, due March 1, 2018 (Yield 1.485%) CUSIP No. 937308AZ7† 
 
 
 
 
 
 
 
 
 

    
* Priced to the first call date of July 1, 2025. 
† Copyright CUSIP Global Services.  CUSIP is a registered trademark of the American Bankers Association.  

These CUSIP numbers were provided by CUSIP Global Services and are not intended to create a database 
and do not serve in any way as a substitute for the CUSIP Global Services.  CUSIP numbers are provided 
for convenience of reference only.  CUSIP numbers are subject to change.  None of the Issuer, the 
University or the Underwriters take any responsibility for the accuracy of such CUSIP numbers. 
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___________________________ 
*  The University’s website is not part of this Official Statement, and investors should not rely on information presented on the 

University’s website in determining whether to purchase the Bonds.  This inactive textual reference to the University’s 
website is not a hyperlink and does not incorporate the University’s website by reference. 

 



 

-ii- 

TABLE OF CONTENTS 
 
 Page Page 
 
OFFICIAL STATEMENT ....................................................... 1 
INTRODUCTION ................................................................... 1 

The Transaction Participants ................................................ 1 
The Bonds ............................................................................ 2 
Purpose of the Bonds; The Project ....................................... 2 
The Ground Lease ................................................................ 2 
The Lease ............................................................................. 2 
Authorization ....................................................................... 3 
Security ................................................................................ 3 
Ownership ............................................................................ 3 
Description ........................................................................... 3 
Redemption of the Bonds ..................................................... 4 
Mandatory Sinking Fund Redemption ................................. 4 
Purchase ............................................................................... 5 
Book-Entry System .............................................................. 5 
Defeasance of Bonds ........................................................... 6 
Summary of Debt Service Requirements for the 

Bonds ............................................................................... 7 
Sources and Uses of Proceeds .............................................. 8 

SECURITY AND SOURCES OF PAYMENT FOR 
THE BONDS ........................................................................... 8 

Limited Obligations ............................................................. 8 
The Indenture ....................................................................... 8 
The Ground Lease .............................................................. 11 
The Lease ........................................................................... 11 
Leasehold Deed of Trust and Other Security 

Documents ..................................................................... 14 
Amendments to the Principal Documents .......................... 14 
Future Bonds ...................................................................... 14 
Debt Payment Record ........................................................ 15 

UNIVERSITY LEASE OBLIGATIONS 
PAYABLE FROM GENERAL REVENUES ........................ 15 

Additions to General Revenues .......................................... 15 
Deletions from General Revenues ..................................... 15 
Additional Bonds ............................................................... 16 
Payment Agreements ......................................................... 16 
Debt Payment Record ........................................................ 16 
Future Debt ........................................................................ 16 

UNIVERSITY DEBT AND DEBT SERVICE ...................... 17 
General Revenue Obligations ............................................ 17 
University Debt .................................................................. 18 
General Revenue Debt Service Schedule ........................... 19 

THE PROJECT ...................................................................... 21 
THE UNIVERSITY OF WASHINGTON (THE 
LESSEE) ................................................................................ 23 

Governance ........................................................................ 23 
Accreditation ...................................................................... 25 
Admissions, Student Enrollment and Faculty 

Information .................................................................... 25 
General Revenues .............................................................. 31 
Overview of General Revenues ......................................... 32 
Other University Financial Information ............................. 34 
Investments; Invested Funds and Endowment 

Funds ............................................................................. 37 
Gifts and Fundraising ......................................................... 38 

UW MEDICINE .................................................................... 38 
Components of UW Medicine ........................................... 38 
Financial Information and Patient Activity 

Statistics ......................................................................... 40 

Recent Developments ......................................................... 41 
OTHER UNIVERSITY INFORMATION ............................. 41 

Labor Relations .................................................................. 41 
Risk Management ............................................................... 42 
Pension Plans ..................................................................... 43 
Other Post-Employment Retirement Benefits 

(“OPEB”) ....................................................................... 47 
THE ISSUER ......................................................................... 48 

General ............................................................................... 48 
Western Washington Projects............................................. 48 
Organization and Key Personnel ........................................ 49 

THE TRUSTEE ..................................................................... 49 
BOND OWNERS’ RISKS ..................................................... 50 

Special Obligation of the Issuer ......................................... 50 
Determination of Taxability ............................................... 50 
University Lease Obligation ............................................... 50 
Insurance on the Project ..................................................... 52 
Condemnation of the Project .............................................. 52 
No Acceleration of Rent ..................................................... 52 
Project Construction ........................................................... 53 
Earthquake Activity; Other Natural Disasters .................... 53 
Remedies ............................................................................ 53 
Limitation on Trustee’s Obligations under the 

Indenture ........................................................................ 53 
Limitations on Enforceability ............................................. 54 

INITIATIVES ........................................................................ 54 
State Initiatives and Referenda ........................................... 54 
Initiative 601 ...................................................................... 54 
Initiative 960 ...................................................................... 54 
Other Initiatives .................................................................. 55 

UNDERWRITING ................................................................. 55 
CERTAIN LEGAL MATTERS ............................................. 56 

Litigation ............................................................................ 56 
Legal Opinions ................................................................... 56 

CONTINUING DISCLOSURE ............................................. 56 
TAX MATTERS .................................................................... 57 

Qualified Tax-Exempt Obligations .................................... 59 
Premium ............................................................................. 59 
Original Issue Discount ...................................................... 60 

ERISA CONSIDERATIONS ................................................. 60 
OTHER BOND INFORMATION ......................................... 61 

Ratings ............................................................................... 61 
Financial Advisor ............................................................... 61 
Potential Conflicts .............................................................. 61 
Independent Auditor ........................................................... 61 
Official Statement .............................................................. 62 

Appendix A - Forms of the Principal Documents:  The 
Indenture, the Lease and the Ground Lease  

Appendix B - Financial Statements and Required 
Supplemental Information for the Years Ended 
June 30, 2014 and 2013 for the University 

Appendix C - Book-Entry Only System 
Appendix D - Form of Bond Counsel Opinion 
Appendix E - Forms of Continuing Disclosure Undertakings 

of the Issuer and the University 
 



 

-iii- 

No dealer, broker, sales representative or other person has been authorized by the Issuer, the
University or the Underwriters to give any information or to make any representations with respect to the Bonds 
other than those contained herein and, if given or made, such other information or representations must not be relied 
upon as having been authorized by any of the foregoing.  This Official Statement does not constitute an offer to sell 
or the solicitation of an offer to buy, nor shall there be any sale of the Bonds by any person, in any jurisdiction in 
which it is unlawful for such person to make such offer, solicitation or sale. 

Certain statements contained in this Official Statement do not reflect historical facts but are forecasts and “forward-
looking statements.”   No assurance can be given that the future results discussed herein will be achieved, and actual 
results may differ materially from the forecasts described herein.  In this respect, words such as “estimate,” 
“project,” “anticipate,” “expect,” “intend,” “forecast,” “plan,” “believe” and similar expressions are intended to 
identify forward-looking statements.  All projections, forecasts, assumptions and other forward-looking statements 
are expressly qualified in their entirety by the cautionary statements set forth in this Official Statement. 

The Underwriters have provided the following three sentences for inclusion in this Official Statement.  The 
Underwriters have reviewed the information in this Official Statement in accordance with, and as part of, their 
responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this 
transaction, but the Underwriters do not guarantee the accuracy or completeness of such information.  In connection 
with this offering, the Underwriters may over-allot or effect transactions that stabilize or maintain the market price 
of the Bonds at levels above those which might otherwise prevail in the open market.  Such stabilizing, if 
commenced, may be discontinued at any time. 

The Underwriters may offer and sell the Bonds to certain dealers, institutional investors and others at prices lower 
than the public offering prices stated on the inside cover page hereof and such public offering prices may be 
changed from time to time by the Underwriters. 

CUSIP numbers are included in this Official Statement for convenience of the holders and potential holders of the 
Bonds. The CUSIP numbers were provided by CUSIP Global Services. No assurance can be given that the CUSIP 
numbers for the Bonds will remain the same after the date of issuance and delivery of the Bonds. The Issuer does 
not take any responsibility for the accuracy of such CUSIP numbers. 

This Official Statement is not to be construed as a contract or agreement between the Issuer or the University and 
purchasers or owners of any of the Bonds. 
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OFFICIAL STATEMENT 

WBRP 3.2 
(ALSO REFERRED TO AS WASHINGTON BIOMEDICAL RESEARCH PROPERTIES 3.2) 

 
$107,615,000 

Lease Revenue Bonds, Series 2015A  
 

$24,455,000 
Lease Revenue Bonds, Series 2015B (Taxable) 

 
 

INTRODUCTION 

This Official Statement, including the cover page and appendices hereto, is being distributed by WBRP 3.2, a single 
purpose Washington nonprofit corporation (the “Issuer”, also referred to as Washington Biomedical Research 
Properties 3.2), in connection with the issuance of its Lease Revenue Bonds, Series 2015A (the “2015A Bonds”), 
and Series 2015B (Taxable) (the “2015B Bonds” and, together with the 2015A Bonds, the “Bonds”).  The Issuer is 
issuing the Bonds on behalf of the University of Washington (the “University”) and, in the case of the 2015A 
Bonds, pursuant to Revenue Ruling 63-20 of the U.S. Treasury, as amended and updated by Revenue Procedure 82-
26 of the U.S. Treasury (the “Ruling”).   

The Issuer has leased land (the “Leased Property”) from City Investors XII L.L.C. (the “Ground Lessor”) for the 
Project site pursuant to a Ground Lease (Phase 3.2) dated July 30, 2010, as first amended as of December 1, 2010, 
and as expected to be extended as of September 30, 2015 (the “Ground Lease”) with a term ending May 31, 2063.  
The Issuer will issue its bonds to finance the Project and will cause the design and development of the Project 
pursuant to a Development Management Agreement, dated July 30, 2010, as amended as of December 1, 2010, with 
City Investors LLC (the “Development Manager”).  The Project is part two of the third phase of a multi-phase 
development of a biomedical research campus leased to the University at the site and on adjacent properties for use 
by the University’s School of Medicine and related clinical entities.  Entities related to the Issuer financed the 
development of the completed components of this multi-phase development.  See “THE ISSUER.” 

Under the terms of a Facilities Lease for Biomedical Research Facilities, Seattle, Washington, dated as of October 1, 
2015 (the “Lease”), the University has leased the Premises (as defined herein and which includes the Leased 
Property, the Project, and the Issuer’s rights to shared parking and infrastructure under Reciprocal Easement 
Agreements) for an initial term that extends to May 31, 2063. 

The University is obligated under the Lease to pay the Lump Sum Payment on, and Base Rent commencing on, the 
“Rent Commencement Date,” which is specified in the Lease to be March 1, 2018.  Taking into account the Lump 
Sum Payment, Base Rent includes components sufficient to pay scheduled debt service on the Bonds and rent due 
under the Ground Lease.  In addition, commencing on the earlier of (i) the date on which the University first 
occupies the Premises following substantial completion of the Project or (ii) the Rent Commencement Date, the 
University is obligated to pay Additional Rent to cover taxes, maintenance and repair, easement payments, property 
management fees, utilities, janitorial and building services, interest on the Bonds during the period between final 
completion of the Project and the Rent Commencement Date (if applicable) and other costs.  Under the Lease the 
University has covenanted that, to the extent that Project Costs are in excess of the Project Funds, the University 
will pay all costs to complete the Project as the same become due and payable.  See “THE PROJECT.” 

The Transaction Participants 

The Bonds will be issued by the Issuer, a Washington nonprofit corporation, acting on behalf of the University.  See 
"THE ISSUER."  The Ground Lessor has leased the Leased Property to the Issuer. The Issuer will cause the 
development of the Project under the Development Management Agreement with the Development Manager, an 
affiliate of the Ground Lessor.  The Issuer will lease the Project to the University.  See “THE PROJECT.” 
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The Bonds 

The Issuer is issuing the Bonds pursuant to an Indenture of Trust between the Issuer and U.S. Bank National 
Association, as trustee (the “Trustee”) dated as of October 1, 2015 (the “Indenture”).  The Bonds will be dated and 
bear interest from their date of delivery.  Interest on the 2015A Bonds will be payable semiannually on each July 1 
and January 1, beginning January 1, 2016.  Interest on the 2015B Bonds will be payable semiannually on each 
March 1 and September 1, beginning March 1, 2016.  The Bonds will be issued as fully registered bonds in 
denominations of $5,000 or integral multiples thereof within a series and maturity, and will be issued initially in 
book-entry only form.  See “Appendix C – Book-Entry Only System.”  Capitalized terms not otherwise defined 
herein shall have the meanings set forth in the Indenture. 

Purpose of the Bonds; The Project 

The Project consists of a biomedical research facility with clinical and administrative space.  The parking garage, 
ramps and loading docks and related infrastructure (the “Shared Infrastructure”) on the site were constructed during 
a prior phase of the multi-phase development.  The Issuer has the right to use the Shared Infrastructure under the 
terms of the Reciprocal Easements Agreement during the term of the Lease. 

The Project will be constructed pursuant to the Development Management Agreement.  Under the Development 
Management Agreement, the Development Manager has agreed to supervise and coordinate the design and 
permitting of the Project, to assist the Issuer in the retention of the architect and general contractor (the “General 
Contractor”), and to administer and supervise construction of the Project by the General Contractor.  Pursuant to the 
Development Management Agreement, the construction contract with the General Contractor is required, as to the 
building shell and core, to be on a cost plus fee basis with a guaranteed maximum price.  All of the construction 
contracts are required to have mandated schedules for completion, contingency reserve line items satisfactory to the 
Issuer, a requirement for retainage for all major categories of hard construction costs for which retainage is 
commonly utilized, and reasonable warranties against construction defects. 

The Ground Lease 

The land upon which the Project is being constructed is owned by the Ground Lessor.  The Leased Property has 
been leased to the Issuer pursuant to the Ground Lease.  Unless sooner terminated or extended in accordance with 
its terms, the Ground Lease will terminate on May 31, 2063.  See "SECURITY AND SOURCES OF PAYMENT 
FOR THE BONDS—The Ground Lease." 

The Lease 

The Issuer is leasing the Leased Property, the Project and the Issuer’s rights under a Reciprocal Easements 
Agreement to underground facilities including the Shared Infrastructure (collectively, the “Premises”) to the 
University under the terms of the Lease.  The Lease is an absolute net lease.  The initial term of the Lease extends to 
May 31, 2063 as described herein. 

The University is obligated to pay Rent, which includes Base Rent and a Lump Sum Payment paid pursuant to a 
schedule of payments attached to the Lease in the aggregate amount sufficient to pay rent due under the Ground 
Lease and debt service on the Bonds, plus Additional Rent sufficient to pay the Issuer’s insurance costs, taxes, 
accounting and financing costs, maintenance and repair, easement payments, property management fees, utilities, 
and janitorial and building services and interest on the Bonds during the period between final completion of the 
Project and the Rent Commencement Date (if applicable).  The University’s obligation to pay Base Rent 
commencing on the Rent Commencement Date (March 1, 2018) and to pay the Lump Sum Payment on the Rent 
Commencement Date is not conditioned upon the completion of the Project or the status of construction.  The 
University is obligated to pay Additional Rent commencing the earlier of (i) the date on which the University first 
occupies the Premises following substantial completion of the Project or (ii) the Rent Commencement Date. 

The University is obligated to pay Rent from its General Revenues, consisting of all non-appropriated 
income, revenues, and receipts of the University if and to the extent such funds are not restricted in their use 
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by law, regulation, or contract.  The University’s obligation to pay Rent is not subject to appropriation or 
abatement so long as the Issuer maintains a leasehold interest in the Leased Premises.  The University is 
obligated to pay rent from its General Revenue, on an equal and ratable basis with the University’s other 
outstanding and future General Revenue obligations, including without limitation its General Revenue 
bonds, without preference, priority or distinction because of date of issue or otherwise.   

General Revenues are described under the heading “UNIVERSITY LEASE OBLIGATIONS PAYABLE FROM 
GENERAL REVENUES.” 

Authorization 

The Issuer’s Board of Directors approved the Ground Lease on July 28, 2010 and has approved the Lease by its 
resolution dated September 16, 2015.  The Issuer has authorized the issuance of the Bonds by its resolution dated 
September 16, 2015.  On September 10, 2015, the Board of Regents of the University approved the Project and the 
issuance of the Bonds, and agreed to accept title to the Premises upon full payment or defeasance of the Bonds, 
solely for the purposes of meeting the requirements of the Ruling.  Also on September 10, 2015, the Board of 
Regents approved the Lease, pursuant to RCW 28B.140.010. 

Security 

The Bonds are non-recourse revenue obligations of the Issuer, payable solely from the Trust Estate pledged under 
the Indenture.  No other revenue, receipts, donations, earnings, property, or assets of the Issuer other than those 
included in the Trust Estate are subject to the lien of the Indenture nor is the Issuer in any other way obligated for 
the repayment of the Bonds.  The Issuer is a single purpose entity, is not a governmental unit and has no taxing 
power.  The Issuer has no source of funds available to pay debt service on the Bonds other than the Trust 
Estate. 

The Trust Estate pledged under the Indenture includes all funds held by the Trustee under the Indenture, excluding 
the Rebate Fund and the Capital Repairs Fund, as further described in the Indenture.  The primary source of 
Revenues anticipated to be received by the Issuer and included within the Trust Estate is the Base Rent and 
the Lump Sum Payment to be received from the University under the Lease.  The Issuer also will provide the 
Leasehold Deed of Trust, the Assignment of Leases and the Assignment of Construction Agreements as additional 
security instruments in favor of the Trustee.   

Neither the University nor any agency of the state of Washington (the “State”) is obligated to pay debt service on 
the Bonds.  The Bonds are not an obligation of the University, moral or otherwise.  The University’s sole 
obligations, including the obligation to pay Rent, are those set forth in the Lease.  The University’s obligation to pay 
Rent under the Lease is payable from its General Revenues, on an equal and ratable basis with the University’s 
other General Revenue obligations, including without limitation its General Revenue bonds, without preference, 
priority or distinction because of date of issue or otherwise. 

Ownership 

The Issuer is obligated under the terms of the Lease and the Indenture to tender to the University unencumbered title 
to the improvements constructed with the proceeds of the Bonds when the Bonds have been paid or defeased.  By 
resolution, the Board of Regents of the University has stated its present intent to accept delivery of title to the 
improvements constructed with the proceeds of the Bonds at that time. 

Description 

The Bonds are dated and are to bear interest from the date of their delivery.  Interest on the 2015A Bonds is payable 
semiannually on January 1 and July 1, beginning on January 1, 2016, and interest on the 2015B Bonds is payable 
semiannually on March 1 and September 1, beginning on March 1, 2016 (each an “Interest Payment Date”).  
Interest will be calculated on the basis of a 360-day year consisting of twelve 30-day months.  The Bonds will bear 
interest at the rates and mature in the years and in the amounts set forth on the inside cover of this Official 
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Statement (each a “Principal Payment Date”).  The Bonds will be fully registered as to both principal and interest, 
and will be in the denomination of $5,000 or any integral multiple thereof within a single series and maturity.  
Initially, individual purchases of the Bonds may be made in book-entry form only.  Purchasers will not receive 
certificates representing their interest in the Bonds purchased.  When issued, the Bonds will be registered in the 
name of Cede & Co. as Registered Owner and nominee of The Depository Trust Company, New York, New York 
(“DTC”).  So long as Cede & Co. is the Registered Owner of the Bonds, references herein to the Owners, 
Registered Owners or Bond Owners will mean Cede & Co. and will not mean the “Beneficial Owners” of the 
Bonds.  In this Official Statement, the term “Beneficial Owner” will mean the person for whom a DTC participant 
acquires an interest in the Bonds. 

Principal of and interest on the Bonds are payable by the Trustee.  So long as Cede & Co. is the Registered Owner 
of the Bonds and the Bonds are in fully immobilized form, principal of and interest on the Bonds are payable by 
wire transfer by the Trustee to DTC, which, in turn, is obligated to remit such principal and interest to the DTC 
participants for subsequent disbursement to the Beneficial Owners of the Bonds, as further described herein under 
“THE BONDS—Book Entry System” and in Appendix C. 

In the event that the Bonds are no longer in fully immobilized form, interest on the Bonds will be paid by the 
Trustee by check mailed on the applicable Interest Payment Date to the Owner as of the close of business on the 
applicable Record Date, all as defined in the Indenture, at the address in the books for registration of the Bonds kept 
for the Issuer by the Trustee (the “Bond Register”), or at such other address as is furnished in writing by such 
Owner to the Trustee (provided, however, the Trustee will, at the request of any Owner of $1,000,000 or more in 
aggregate principal amount of Bonds, make payments of interest on such Bonds by wire transfer to the account at 
any bank in the United States designated by such Owner in writing on or before the Record Date), and the principal 
of the Bonds is payable in lawful money of the United States of America upon surrender thereof at the principal 
corporate trust office of the Trustee.  No payment of principal will be made on any certificated Bond unless and 
until such Bond is surrendered to the Trustee for payment. 

Redemption of the Bonds 

Optional Redemption of the 2015A Bonds.  The 2015A Bonds maturing on and after January 1, 2026 are subject to 
redemption prior to their stated maturity on and after July 1, 2025 at a price of 100 percent of the principal amount 
to be redeemed plus accrued interest to the date of redemption (i) upon the written direction of the University (so 
long as no Lease Default Event, as defined in the Indenture, has occurred and is continuing) given to the Issuer and 
the Trustee; and (ii) otherwise upon the written direction of the Issuer, in either case as a whole or in part (and if in 
part with series and maturities to be selected by the University, so long as no Lease Default Event has occurred and 
is continuing, and otherwise by the Issuer). 

Mandatory Sinking Fund Redemption 

The 2015A Bonds maturing on January 1, 2048 (the “Term Bonds” or the “Original Issue Discount Bonds”) are 
subject to mandatory sinking fund redemption at a price of par plus accrued interest to the date of redemption on 
January 1 in the years and amounts as follows: 

Date 
Mandatory 

Sinking Fund Redemption 
2041 $3,780,000 
2042 3,930,000 
2043 4,085,000 
2044 4,250,000 
2045 4,420,000 
2046 4,595,000 
2047 4,780,000 
2048* 4,970,000 

* Maturity. 
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If the Issuer redeems Term Bonds under the optional redemption provisions described above or purchases or 
defeases Term Bonds, the Term Bonds so redeemed, purchased, or defeased (irrespective of their actual redemption 
or purchase prices) will be credited at the par amount thereof against one or more scheduled mandatory redemption 
amounts for the Term Bonds in the manner to be determined by the Issuer or, if no such determination is made, on a 
pro rata basis. 

Partial Redemption of 2015A Bonds.  If the 2015A Bonds are held in certificated form, then the Trustee will select 
the particular 2015A Bonds to be optionally redeemed within a maturity randomly in such manner as it will 
determine.  As long as the 2015A Bonds are held in book-entry only form, then the Trustee will select the particular 
2015A Bonds to be optionally redeemed within a maturity in accordance with the operational arrangements of DTC 
as then set forth.   

Notice and Effect of Redemption.  As long as the 2015A Bonds are held in book-entry only form, notice of 
redemption shall be given by DTC solely in accordance with the operational arrangements of DTC as then set forth.  
If the 2015A Bonds are no longer held in book-entry form, notice of redemption shall be given as provided 
hereinafter.  The Trustee will give notice of redemption by first-class mail, postage prepaid, mailed no fewer than 
20 nor more than 60 days prior to the redemption date to each Registered Owner of the 2015A Bonds to be 
redeemed at the address of such Registered Owner appearing on the Bond Register.  The Trustee, so long as a book-
entry system is used for determining ownership of the 2015A Bonds, will send the notice of redemption to DTC or 
its nominee, or its successor.  Any notice of redemption may be conditional and may be revocable at any time 
prior to the conditions set forth therein being satisfied in full. 

Any failure of DTC to furnish such notice to any participant and any failure of any participant to furnish such notice 
to the persons for whom they act as nominees with respect to the 2015A Bonds, will not affect the sufficiency or the 
validity of the notice of redemption of the 2015A Bonds.  The Issuer can make no assurances that DTC, its 
participants or other nominees of the Beneficial Owners of the 2015A Bonds will distribute such redemption notices 
to the Beneficial Owners of the 2015A Bonds, or that they will do so on a timely basis.   

2015A Bonds to be redeemed will become due and payable on the redemption date at the redemption price specified 
and, on and after such date, the 2015A Bonds will cease to accrue interest and will cease to be entitled to any 
benefit or security under the Indenture except to receive payment of such redemption price. 

No Optional Redemption of the 2015B Bonds.  The 2015B Bonds are not subject to optional redemption prior to 
their maturity on March 1, 2018. 

Purchase 

At the written direction of the University, so long as no Lease Default Event has occurred and is continuing, and 
otherwise at the written direction of the Issuer, and with the sources of funds specified by the University and/or the 
Issuer, the Trustee will purchase Bonds offered to the University at prices acceptable to the University or the Issuer, 
as applicable.  The principal amount of any Term Bonds so purchased will be credited against the scheduled 
redemptions of such Bonds in the manner designated by the University or the Issuer, as applicable.   

Book-Entry System 

The Bonds will be registered initially in the name of Cede & Co., as nominee of DTC.  DTC will act as securities 
depository for the Bonds.  Individual purchases may be made in book-entry form only.  Purchasers will not receive 
certificates representing their interest in the Bonds purchased.  So long as Cede & Co. is the Registered Owner of 
the Bonds, as nominee of DTC, references herein to the Registered Owners, Owners or Bond Owners will mean 
Cede & Co. and will not mean the “Beneficial Owners” of the Bonds.  See Appendix C for additional information.   

The Issuer makes no representation as to the accuracy or completeness of the information in Appendix C provided 
by DTC.  Purchasers of the Bonds should confirm this information with DTC or its participants. 
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Defeasance of Bonds 

In the event that the Issuer or the University sets aside irrevocably in a special fund for and pledges money (which 
will remain uninvested) and/or Government Obligations, as such term is defined in chapter 39.53 RCW, as the same 
may hereinafter be amended or restated, that are not subject to redemption prior to maturity, sufficient in amount (as 
verified in a report from a firm of certified public accountants), together with known earned income from the 
investments thereof, to make such payments and to accomplish the refunding or defeasance as scheduled (the “trust 
account”); then in that case all right and interest of the Owners of the Bonds to be so retired, refunded or defeased 
(collectively, the “Defeased Bonds”) in the covenants of the Indenture, in the Trust Estate and in the funds and 
accounts obligated to the payment of such Defeased Bonds, other than the right to receive the funds so set aside and 
pledged, thereupon will cease and become void, except that Owners shall have the right to receive payment of 
principal of and premium, if any, and interest on the Defeased Bonds from the trust account and, in the event the 
funds in the trust account are not available for payment, shall have the residual right to receive these payments from 
the Trust Estate without any priority of lien or charge against the Trust Estate or covenants with respect thereto 
except to be paid therefrom (except such rights as exist with respect to payment, exchange, and transfer of such 
Bonds under the pertinent provisions of the Indenture). 

Money held in any defeasance trust account will be held solely for the benefit of the Owners of the Defeased Bonds.  
On the date of defeasance or full payment of all 2015A Bonds, except as described in the following paragraph the 
Issuer will convey the Premises to the University by statutory warranty deed, modified to convey all of the Issuer’s 
leasehold interest in the Leased Property and its fee ownership interest in all improvements thereon constructed by 
the Issuer, free and clear of all liens and encumbrances, except those liens and encumbrances approved by the 
University, and the Indenture and the Lease will automatically terminate. 

The Indenture requires that all 2015B Bonds be paid or defeased in the event that the 2015A Bonds are paid or 
defeased in full.  In such event, the Issuer will convey the Premises to the University for no additional 
consideration.   

As currently defined in chapter 39.53 RCW, “Government Obligations” means (a) direct obligations of or 
obligations the principal and interest on which are unconditionally guaranteed by the United States of America and 
bank certificates of deposit secured by such obligations; (b) bonds, debentures, notes, participation certificates or 
other obligations issued by the Banks for Cooperatives, the Federal Intermediate Credit Bank, the Federal Home 
Loan Bank System, the Export-Import Bank of the United States, federal land banks or the Federal National 
Mortgage Association; (c) public housing bonds and project notes fully secured by contracts with the United States; 
and (d) obligations of financial institutions insured by the Federal Deposit Insurance Corporation or the federal 
savings and loan insurance corporation, to the extent insured or guaranteed as permitted under any other provision 
of State law. 

If the Issuer defeases any 2015B Bonds, such 2015B Bonds may be deemed to be retired and “reissued” for federal 
income tax purposes as a result of the defeasance.  In such event, the Registered Owner of such 2015B Bond would 
recognize a gain or loss on the 2015B Bond at the time of defeasance.  See “TAX MATTERS.” 
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Summary of Debt Service Requirements for the Bonds 

TABLE 1: 
 

DEBT SERVICE SCHEDULE* 
 

The table below displays debt service payments for the Bonds on an annual basis, as of each June 30. 

Date (June 30) Principal Interest Total† 
2016 $                  - $1,319,548 $1,319,548 
2017 - 5,395,807 5,395,807 
2018 24,455,000 5,395,807 29,850,807 
2019 2,420,000 5,032,650 7,452,650 
2020 2,540,000 4,911,650 7,451,650 
2021 2,670,000 4,784,650 7,454,650 
2022 2,800,000 4,651,150 7,451,150 
2023 2,945,000 4,511,150 7,456,150 
2024 3,090,000 4,363,900 7,453,900 
2025 3,240,000 4,209,400 7,449,400 
2026 3,400,000 4,047,400 7,447,400 
2027 3,575,000 3,877,400 7,452,400 
2028 3,755,000 3,698,650 7,453,650 
2029 3,940,000 3,510,900 7,450,900 
2030 4,140,000 3,313,900 7,453,900 
2031 3,940,000 3,106,900 7,046,900 
2032 4,140,000 2,909,900 7,049,900 
2033 4,345,000 2,702,900 7,047,900 
2034 2,685,000 2,485,650 5,170,650 
2035 2,820,000 2,351,400 5,171,400 
2036 2,960,000 2,210,400 5,170,400 
2037 3,110,000 2,062,400 5,172,400 
2038 3,265,000 1,906,900 5,171,900 
2039 3,425,000 1,743,650 5,168,650 
2040 3,600,000 1,572,400 5,172,400 
2041 3,780,000 1,392,400 5,172,400 
2042 3,930,000 1,241,200 5,171,200 
2043 4,085,000 1,084,000 5,169,000 
2044 4,250,000 920,600 5,170,600 
2045 4,420,000 750,600 5,170,600 
2046 4,595,000 573,800 5,168,800 
2047 4,780,000 390,000 5,170,000 
2048 4,970,000 198,800 5,168,800 

Total† $132,070,000 $92,627,861 $224,697,861 

   
* This table shows debt service on the Bonds, which are the Issuer’s only outstanding obligations.  The University’s obligation to pay Rent 

under the Lease is payable from General Revenues.  The University has pledged its General Revenues to outstanding University debt as well 
as financing leases such as the Lease.  See “UNIVERSITY LEASE OBLIGATIONS PAYABLE FROM GENERAL REVENUES—
University Debt Outstanding.” 

† Totals may not foot due to rounding. 
Source: The University. 
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Sources and Uses of Proceeds 

TABLE 2: 
 

SOURCES AND USES OF PROCEEDS 
 

The proceeds of the Bonds are to be used to: (i) finance costs of the Project; (ii) capitalize interest on the Bonds 
through March 1, 2018 (or until final completion, if final completion occurs earlier than March 1, 2018); and 
(iii) pay the costs of issuance.  The proceeds from the Bonds will be applied as follows:   

The following table shows the sources and uses of the Bond proceeds. 
 

Sources: 2015A Bonds 2015B Bonds Total 
 Par Amount $107,615,000.00 $24,455,000.00 $132,070,000.00 
   Plus Net Premium 10,926,041.05 --  10,926,041.05 

 Total Sources $118,541,041.05  $24,455,000.00 $142,996,041.05 

Uses:    
Project Costs  $104,849,679.05 $23,217,584.40 $128,067,263.45 
Capitalized Interest 12,078,360.00 871,576.22 12,949,936.22 
Costs of Issuance(1) 1,613,002.00 365,839.38 1,978,841.38 

 Total Uses $118,541,041.05  $24,455,000.00 $142,996,041.05 
   
(1) Includes Underwriters’ discount, financial advisor’s fees, legal fees, and other costs of issuance of the Bonds. 

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS 

Limited Obligations 

The Bonds are non-recourse revenue obligations of the Issuer, payable solely from the Trust Estate pledged under 
the Indenture.  No other revenue, receipts, donations, earnings, property, or assets of the Issuer other than those 
included in the Trust Estate are subject to the lien of the Indenture nor is the Issuer in any other way obligated for 
the repayment of the Bonds.  The Issuer is a single purpose entity, is not a governmental unit and has no taxing 
power.  The Issuer has no source of funds available to pay debt service on the Bonds other than the Trust 
Estate. 

Neither the University nor any agency of the State is obligated to pay debt service on the Bonds.  The Bonds are not 
an obligation of the University, moral or otherwise.   

The University’s sole obligations, including the obligation to pay Rent, are those set forth in the Lease.  The 
University’s obligation to pay Rent under the Lease is payable from its General Revenues, on an equal and ratable 
basis with the University’s other General Revenue obligations, without preference, priority or distinction because of 
date of issue or otherwise.  See “UNIVERSITY LEASE OBLIGATIONS PAYABLE FROM GENERAL 
REVENUES.” 

The Indenture 

The form of the Indenture, including capitalized terms not defined herein, is set forth in its entirety in Appendix A.  
The following is only a summary, and reference is made to the complete form of the Indenture included in 
Appendix A. 

Non-Recourse Revenue Obligations; Pledge of Trust Estate.  The Bonds are non-recourse revenue obligations of the 
Issuer, payable solely from the Trust Estate pledged under the Indenture.  The Trust Estate includes the following, 
pledged for the benefit of the Bonds and any Future Bonds: 
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(i) All of the Issuer’s rights and interest in all rents, issues, income, revenues and receipts derived by the 
Issuer from all sources, including the Lease, with respect to the use of the Premises; 

(ii) The Premises pursuant to the Leasehold Deed of Trust, the Assignment of Construction Agreements 
and the Assignment of Leases, including all proceeds thereof; 

(iii) All Revenues, which is defined to include all amounts received by the Issuer or by the Trustee for the 
account of the Issuer pursuant to the Lease (or any other lease by the Issuer of the Premises) or 
otherwise with respect to the Premises, including, without limiting the generality of the foregoing, all 
Rent (including both timely and delinquent payments and any late charges, paid from any source), 
prepayments, any payments received under any policy of title insurance with respect to the Premises, 
and all interest, profits or other income derived from the investment of amounts in any fund or account 
established pursuant to the Indenture (except as otherwise provided therein), but not including (a) 
Administrative Fees and Expenses, (b) Rebatable Arbitrage, (c) money deposited in the Capital 
Repairs Fund; and (d) any and all revenue, income, and receipts of the Issuer not derived from or 
received with respect to the Lease, the Premises, or any fund or account established pursuant to the 
Indenture; 

(iv) All choses in action and all choses in possession now or hereafter existing to the benefit of or arising 
for the benefit of the Issuer with respect to the Bonds, including all proceeds of all the foregoing; 

(v) All funds and accounts established under the Indenture and the investments thereof, if any, and money, 
securities and obligations therein (subject to disbursements from any such fund or account upon the 
conditions set forth in the Indenture), except for money held in the Rebate Fund and Capital Repairs 
Fund, as described below in “Funds Created Under the Indenture;” 

(vi) All money, securities and property that may be held by the Trustee under the terms of the Indenture; 
and 

(vii) All proceeds of all of the foregoing. 

Funds Created Under the Indenture.  The Cost of Issuance Fund is established with the Trustee for the purpose of 
paying Costs of Issuance, as defined in the Indenture.  The Project Fund is established with the Trustee for the 
purpose of paying Costs of the Project (other than Costs of Issuance and capitalized interest), as defined in the 
Indenture.  The Project Fund includes (i) a Bond Proceeds Account, and (ii) a Non-Bond Proceeds Account 
(collectively, the “Accounts”).  The Trustee shall disburse money from the Accounts within the Project Fund to pay 
Costs of the Project upon receipt of requisitions from the Issuer, signed by its Authorized Representative.  After 
providing for the payment of all Costs of the Project, the balance, if any, in the Bond Proceeds Account of the 
Project Fund shall be transferred to the Principal Account of the Bond Fund, described below, and shall be applied 
to pay principal of the Bonds. 

If the Trustee receives any payments with a direction that such payments be deposited in the Non-Bond Proceeds 
Account, the Trustee shall deposit such funds in the Non-Bond Proceeds Account to be applied to pay the costs to 
repair and restore the Project, to pay Costs of the Project, or to redeem Bonds, all as provided in the Indenture, the 
Lease and the Leasehold Deed of Trust. 

The Capitalized Interest Fund is established with the Trustee for the purpose of paying interest on the Bonds 
through the earlier of final completion of the Project and March 1, 2018.  On and after the earlier of the date the 
Trustee receives notice of final completion or the Rent Commencement Date, the balance on hand in the Capitalized 
Interest Fund shall be, at the direction of the Issuer, transferred to the Principal Account to pay principal on the 
Bonds. 

The Revenue Fund is established with the Trustee to receive the portion of Base Rent under Section 6.2.1.2 of the 
Lease, the Lump Sum Payment under Section 6.6 of the Lease, and late charges, if any, pursuant to the Lease, all 
net earnings on investments of money in the Revenue Fund, and other money received by the Trustee with 
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instructions to deposit it in the Revenue Fund.  All Base Rent under Section 6.2.1.2 of the Lease determined in 
accordance with the then current schedule of Base Rent attached to the Lease, and the Lump Sum Payment, shall be 
paid directly to the Trustee for deposit in the Revenue Fund. 

The money and investments in the Revenue Fund are irrevocably pledged and shall be used and transferred by the 
Trustee as follows and in the following order of priority: 

(i) On or prior to each Interest Payment Date, the amount necessary to pay the interest on the Bonds 
coming due on the Interest Payment Date to the Interest Account; 

(ii) On or prior to each Principal Payment Date, the amount necessary to pay the regularly scheduled 
principal of Bonds maturing on such Principal Payment Date to the Principal Account;  

(iii) On or prior to each day on which Bonds shall be subject to redemption prior to scheduled maturity, the 
redemption price of Bonds to be redeemed to the Redemption Account; and 

(iv) To pay Administrative Fees and Expenses, but only upon the written direction of an Authorized 
Representative of the Issuer; provided, that such written direction shall not be required if an Event of 
Default has occurred and is continuing. 

The Bond Fund is a trust fund held in the custody of the Trustee for the purpose of paying debt service on the 
Bonds.  The Trustee shall deposit the following sums into the Bond Fund:   

(i) On each Interest Payment Date, to the Interest Account an amount that, together with any other money 
then available in the Interest Account, will be equal to the interest on all of the Bonds then 
Outstanding to become due and payable on that Interest Payment Date; 

(ii) On each Principal Payment Date, to the Principal Account for as long as any of the Bonds are 
Outstanding and unpaid, an amount that, together with any other money available in the Principal 
Account, will be equal to the principal (including mandatory redemption amounts) of the Bonds to 
become due and payable on that Principal Payment Date; 

(iii) On the date on which the Bonds are subject to redemption prior to maturity, to the Redemption 
Account, the redemption price of the Bonds to be redeemed; 

(iv) As received, all interest earnings on the Bond Fund to the respective account; and 

(v) All other money directed in writing by the Issuer or the University to be deposited therein. 

If prior to completion of the Project the Trustee receives any insurance proceeds attributable to delays in completing 
the Project under the “Builders’ risk” insurance, and such proceeds are designated for such purpose by the Issuer in 
writing to the Trustee, such funds shall be deposited to the Interest Account to be used (before using funds in the 
Capitalized Interest Fund) to pay interest on the Bonds.  Following the date of issuance of the Bonds and until the 
earlier of final completion of the Project and the Rent Commencement Date, the deposits to the Interest Account 
referred to in (i) above shall be made from funds on hand in the Capitalized Interest Fund. 

Except as otherwise expressly provided in the Indenture, money in the Bond Fund shall be used solely for the 
payment of the principal of and interest on the Bonds as the same shall become due and payable at maturity, upon 
redemption or acceleration or otherwise, and the lien of the Owners of Bonds on such money shall be first and prior 
to the lien of any other person thereon. 

The Indenture authorizes the Trustee to establish a Capital Repairs Fund.  There is no requirement to maintain any 
particular balance in this fund; however, the Lease permits the Issuer and the University to make determinations in 
the future to establish a balance in the Capital Repairs Fund through the payment of Additional Rent.  Funds in the 
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Capital Repairs Fund shall be used to finance the costs of capital improvements and major maintenance of the 
Project.  The Capital Repairs Fund is not pledged to secure the Bonds. 

The Indenture establishes a Rebate Fund to be held by the Trustee.  A rebate calculation will be made pursuant to 
the Indenture.  Pursuant to such calculation, the Trustee shall deposit into the Rebate Fund the amount necessary to 
make rebate payments, if any, from such fund or account as directed by the Issuer.  The Rebate Fund is not pledged 
to secure the Bonds. 

There is no debt service reserve fund provided for the Bonds. 

The Ground Lease 

The form of the Ground Lease, including definitions of capitalized terms used in the following summary, is set forth  
(without exhibits) in Appendix A.  The following is only a summary, and reference is made to the form included in 
Appendix A. 

Third Phase of Multi-Phase Development.  The Project is the second part of the third phase of a multi-phase 
development of University biomedical research facilities on adjacent blocks in South Lake Union.  Phase I, Phase II 
and the first phase of Phase 3 were completed on time and are fully assigned. The Issuer has entered into the ground 
lease for the third part of Phase 3. 

Term.  The Ground Lease extends to May 31, 2063 unless sooner terminated or extended in accordance with the 
terms of the Ground Lease.  This term includes the option period expected to be exercised by the Issuer on 
September 30, 2015. 

Development of Project.  Under the Ground Lease, the Issuer has the right to use the property for general office and 
administrative uses, parking and loading facilities, biomedical and biotechnical research and development, clinical 
use, including patient visits and treatments, laboratory uses, and similar clinical, research, and development uses as 
are permitted by law, zoning code and ordinance applicable to the property.  The Lease permits all uses by the 
University as are permitted under the Ground Lease.  The obligation of the University to pay Base Rent under the 
Lease includes an amount sufficient to pay all rent due under the Ground Lease. 

Issuer and University Obligation to Proceed.  Under the Lease, during the period reasonably needed for design, 
permitting and construction the Issuer is obligated to exercise reasonable commercial best efforts to build the 
Project improvements in accordance with the plans and specifications developed by the Issuer and the University 
and in accordance with the Development Management Agreement.  The University is obligated to work 
cooperatively with the Issuer and the Development Manager to develop, approve, modify and timely make all 
decisions necessary to finalize permit-ready and bid-ready plans and specifications for the construction of the 
Project improvements.  The Ground Lessor has the right to terminate the Ground Lease in the event that the Issuer 
has not obtained permits, arranged financing and commenced construction of the Project by early to mid-2019 
(taking into account certain extensions and cure periods permitted under the Ground Lease).  See Appendix A. 

The Lease 

The form of the Lease, including definitions of capitalized terms used in the following summary, is set forth 
(without all exhibits) in Appendix A.  The following is only a summary, and reference is made to the form included 
in Appendix A. 

Term. The Lease is a financing lease authorized under RCW 28B.140.010.  The Initial Term of the Lease 
commences on the “Lease Commencement Date,” which is specified in the Lease to be October 7, 2015, and 
extends to the Lease Termination Date on May 31, 2063.  The Lease may be extended to May 31, 2068 upon 
satisfaction of certain conditions. 

University Rent Obligation. The University is obligated under the Lease to pay Base Rent commencing on the Rent 
Commencement Date (March 1, 2018), and to pay the Lump Sum Payment on the Rent Commencement Date.  The 
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University is obligated to pay Additional Rent commencing the earlier of (i) the date on which the University first 
occupies the Property following substantial completion of the Project or (ii) the Rent Commencement Date.  The 
University’s obligation to pay Base Rent from and after the Rent Commencement Date and to pay the Lump Sum 
Payment on the Rent Commencement Date is not conditioned upon the completion of the Project or the status of 
construction.  The University is obligated to pay Rent from its General Revenues, consisting of all non-
appropriated income, revenues, and receipts of the University if and to the extent such funds are not 
restricted in their use by law, regulation, or contract.  The University’s obligation to pay Rent is not subject 
to appropriation or abatement so long as the Issuer maintains a leasehold interest in the Leased Premises.  
The University is obligated to pay Rent from its General Revenues, on an equal and ratable basis with the 
University’s other outstanding and future General Revenue obligations, including without limitation its 
General Revenue bonds, without preference, priority or distinction because of date of issue or otherwise. 

Rent includes Base Rent and Additional Rent.  Base Rent includes rent due under the Ground Lease as well as debt 
service on the Bonds, as set forth on a schedule attached to the Lease.  Base Rent representing debt service on the 
Bonds and the Lump Sum Payment will be paid to the Trustee and the amount to be remitted on a monthly basis is 
subject to periodic adjustment to take into account interest earnings in the Revenue Fund, payment of principal from 
Bond proceeds remaining in the Project Fund after Project completion, or payment of principal from Bond proceeds 
remaining in the Capitalized Interest Fund after the Rent Commencement Date and not directed to be used to fund 
Project Costs. 

Absolute Net Lease.  The Lease is an absolute net lease.  As of the Rent Commencement Date, all costs of the Issuer 
in performing its obligations as landlord under the Lease, or as ground lessee under the Ground Lease or as a party 
to the Reciprocal Easements Agreement, are passed through to the University under the Lease or are to be paid 
directly by the University.  In addition to Base Rent and the Lump Sum Payment, the University is required to pay 
Additional Rent in an amount equal to the sum of the Additional Rent Components.  The Additional Rent 
Components consist of the cost of the Issuer’s insurance, taxes, accounting and financing costs, maintenance and 
repair costs, easement payments, property management fees, utilities, janitorial and building services fees, interest 
on the Bonds during the period between final completion of the Project and the Rent Commencement Date (if 
applicable), and any payments required to be made to the Operating Reserve.  The Operating Reserve is funded by 
Additional Rent payments and is generally equal to the sum of 1/6th of the total projected sum of Additional Rent 
Components for the current Lease Year, with certain exclusions, plus one month’s Base Rent.  The Operating 
Reserve is not pledged to the Bonds. 

Use.  Under the Lease the University may use and occupy the Premises for any purpose not prohibited by the 
Ground Lease or by the Indenture, so long as such use does not jeopardize the Issuer’s status as a 501(c)(3) tax 
exempt non-profit entity or the tax-exempt status of interest on the 2015A Bonds. 

Project Construction and Management.  The Issuer is obligated to cause the design, permitting and construction of 
the Project and has entered into the Development Management Agreement.  No later than two months prior to the 
Rent Commencement Date, the Issuer is obligated to hire a Property Manager meeting specified requirements.   

Under the Lease, the Issuer is obligated to exercise reasonable commercial best efforts to build the Project, in 
accordance with plans and specifications developed by the University and the Issuer.  The Issuer is obligated to pay 
Project Costs from Bond proceeds.  Under the Lease the University has covenanted that, to the extent that Project 
Costs are in excess of the Project Funds, the University will pay all costs to complete the Project as the same 
become due and payable.  To the extent any Project Costs are incurred that have not been approved by the 
University, the University has the right to direct or join claims under the Ground Lease, Development Management 
Agreement, General Construction Contract, Architect’s Agreement, any warranty or other project contract.  See 
“THE PROJECT.” 

Insurance.  The Issuer is required to maintain property insurance covering loss of or damage to the Leased Property 
in the full amount of its replacement cost with endorsement to cover code changes.  The Issuer is further required to 
maintain commercial general liability insurance, with limits of liability no less than $5,000,000 per occurrence and 
in the aggregate, with coverage on an occurrence basis. The University is required under the Lease to maintain 
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commercial general liability insurance (which may be through a captive insurer), with a liability limit of $2,000,000 
per occurrence and $5,000,000 aggregate. 

Damage; Destruction.  If the Premises are partially or totally destroyed by any casualty that is covered by the 
required insurance, rendering the Premises partially or totally inaccessible or unusable the Issuer shall, if requested 
by the University or required under the Indenture or the Ground Lease, restore the Premises to substantially the 
same condition as they were in immediately before such destruction, if:  

(i) The insurance proceeds available to the Issuer equals or exceeds the cost of such restoration,  

(ii) Such restoration can be completed within 18 months,  

(iii) Such restoration is permitted under then existing laws to be done in such a manner as to return the 
Premises to substantially the same condition as they were in immediately before such destruction, and 

(iv) Such restoration is permitted (a) under the Ground Lease and (b) under the Indenture.   

If the Issuer is required to repair or rebuild uninsured damage, all costs incurred by the Issuer for such repairs or 
restoration not covered by insurance shall be paid by the University as Additional Rent. 

If the Premises are partially or totally destroyed by any casualty and the conditions for restoration set forth above 
cannot be met, the Issuer shall provide written notice to the University, the Bond Trustee, and any Bond Insurer.   

No Abatement of Rent.  If the Premises shall be rendered partially or wholly untenantable as a result of damage or 
destruction of the Premises or the Project, and regardless of whether the Premises are reconstructed and repaired, 
Rent is not to be abated under the Lease.  Unless the Issuer fails to maintain a leasehold interest in the Leased 
Property (such as in the event that the Issuer’s leasehold interest in the Premises is condemned as described below), 
the University is required to continue to pay Base Rent and Additional Rent throughout the entire remaining term of 
the Lease, without any offset, deduction, suspension, or other abatement.   

Condemnation.  Upon a condemnation of the Premises such that the use of the Premises by the University is not 
economically sound, as reasonably determined by the University, the Issuer has a right to terminate the Ground 
Lease and the Lease.  The University’s obligation to pay Base Rent and Additional Rent will automatically 
terminate on the date the condemnor has the right to possession of the Premises.   

Absent such a determination, the Lease is to continue in full force and effect as to the remainder of the Premises, 
and Rent is to continue without abatement except to the extent that the Ground Rent component of Base Rent is 
reduced in accordance with any reduction of Ground Rent under the Ground Lease. 

Defaults and Remedies.  Section 17.1 of the Lease sets forth events of default by the University including any 
failure to pay an installment of Rent or other payment when due within 10 Business Days after notice, and failure to 
perform any other provision of the Lease within 30 days after notice, subject to an additional cure period.  The 
Issuer has the following rights and remedies in the event of a default by the University:  to sue for Rent or any 
amounts due under the Lease or any damages, to remedy any nonmonetary default of the University, to enter upon 
the Premises to do any work or other things therein, or to maintain the University’s right to possession and continue 
the Lease in effect whether or not the University has abandoned the Premises.  In the event of any default by the 
University, the Issuer also has the right, without terminating the Lease, to reenter the Premises and to remove all 
persons and property from the Premises and take whatever actions may be necessary or advisable to relet, protect or 
preserve the Premises.  In case of such re-entry, the Issuer may relet the Premises upon such terms as are 
commercially reasonable and for a term which may expire either before or after the expiration of the Lease Term but 
not for a term longer than the stated maturity of the Bonds.  In re-letting the Premises, the Issuer is required by the 
Lease to restrict possible replacement tenants to those whose occupancy would have no adverse effect on the tax 
exempt status of the 2015A Bonds, but within such category of qualified tenants the Issuer is required to take 
reasonable measures to seek a maximum rental rate for reletting.  See “BOND OWNERS RISKS—No Acceleration 
of Rent.” 
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Leasehold Deed of Trust and Other Security Documents 

The Leasehold Deed of Trust grants a lien in favor of the Trustee on the Issuer’s leasehold interest in the Leased 
Property and the Issuer’s ownership interest in the Project and all other rights of the Issuer as tenant under the 
Ground Lease and grants to the Trustee certain remedies following a monetary event of default under the Indenture, 
including inter alia, the right to foreclose the Issuer’s leasehold interest.  By exercising this remedy, the Trustee 
would have the right to take possession of the Premises.  The Ground Lessor has not subordinated its fee interest in 
the Leased Property to the lien created by the Leasehold Deed of Trust.  The land that is the subject of the 
Ground Lease is not pledged as security for the performance of any obligations with respect to the Bonds.   

The Issuer, the University, and the Trustee will also enter into the subordination, attornment and nondisturbance 
agreement, dated as of October 1, 2015 (the “Nondisturbance Agreement”), under which the University 
subordinates all of its lessee’s right, title and interest under the Lease to the right, title and interest of the Trustee 
under the Leasehold Deed of Trust and agrees to accept a subsequent landlord under the Lease and lessee under the 
Ground Lease following a foreclosure under the Leasehold Deed of Trust, subject to further limitations as described 
in the Nondisturbance Agreement.  Further, the Trustee agrees to not terminate the interest of the University, as 
lessee under the Lease, as long as the University is not in default under the Lease, subject to further limitations as 
described in the Nondisturbance Agreement.  Additionally, under the Assignment of Construction Agreements, the 
Issuer will assign to the Trustee (for security purposes) its rights under the Development Management Agreement, 
the construction contract with the General Contractor, the architect’s agreement; and all construction, architectural 
and other agreements now or hereafter entered into by the Issuer relating to construction of the Project.   

The Issuer and the Trustee also will enter into the Assignment of Leases under which the Issuer will assign to the 
Trustee: 

(i) all existing and future leases upon all or relating to any part of the Premises, including the Lease;  

(ii) any and all guaranties of any tenants’ performance under any and all leases of the Premises; and 

(iii) the right to collect and receive all of the rents, income, receipts, revenues, issues, profits, and other 
income of any nature pertaining to or arising from any lease of the Premises, including the Lease. 

Amendments to the Principal Documents 

The Indenture provides that it may be supplemented without consent of Registered Owners in certain circumstances 
and that the consent of a majority of the Registered Owners is required for supplements in other circumstances 
where the rights of Registered Owners will be materially adversely affected.  In addition, the Indenture provides that 
the Lease, the Leasehold Deed of Trust, the Ground Lease, the Development Management Agreement and the 
Assignment of Leases (the “Other Documents”) may be amended without Registered Owner consent in certain 
circumstances, and may be amended only with the consent of a majority of the Registered Owners in other 
circumstances where the rights of Bond Owners will be materially adversely affected.  See Appendix A. 

Future Bonds 

Under the Indenture the Issuer, upon the direction of the University, reserves the right to issue future obligations 
only for refunding all or a portion of the Bonds or for the purpose of financing the repair or replacement of tenant 
improvements to the Premises, with a lien and charge on the Trust Estate equal to the lien thereon of the Bonds (the 
“Future Bonds”) upon compliance with the following conditions: 

(i) The Lease remains in effect and no Lease Default Event, both as defined in the Indenture, has occurred 
and is then continuing;  

(ii) The University and the Issuer shall have entered into and approved an amendment to or restatement of 
the Lease providing for Base Rent payments sufficient to pay all payments of principal of, interest and 
premium, if any, on all Outstanding Bonds and any Future Bonds; 
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(iii) The amendment or restatement of the Lease or a memorandum thereof shall have been recorded; 

(iv) The Issuer and the Trustee shall have entered into a Supplemental Indenture, as defined in the 
Indenture, providing for the creation of a bond fund for the payment of principal and interest on the 
Future Bonds and (if applicable) other funds required to effect the refunding of all or a portion of 
Bonds;  

(v) The final maturity of the Future Bonds shall not be later than the latest maturity of the Bonds; and 

(vi) The Issuer and the Trustee shall have received an opinion of Bond Counsel to the effect that the 
issuance of such Future Bonds is authorized under the Indenture and shall not adversely affect the tax-
exempt status of bonds originally issued on a tax-exempt basis or the status of the 2015A Bonds. 

Debt Payment Record 

The Bonds represent the first issue of the Issuer. 

UNIVERSITY LEASE OBLIGATIONS PAYABLE FROM GENERAL REVENUES 

The University has pledged its General Revenues to payment of its obligations under the Lease.  “General Revenue” 
or “General Revenues” means all non-appropriated income, revenues, and receipts of the University if and to the 
extent such funds are not restricted in their use by law, regulation, or contract.  For example, the following items are 
restricted and, therefore, excluded from General Revenues: 

(a) Appropriations to the University by the State from the State’s General Fund; 

(b) Each fund the purpose of which has been restricted in writing by the terms of the gift or grant 
under which such fund has been donated, or by the donor thereof; 

(c) Fees imposed upon students as a condition of enrollment at the University, including but not 
limited to services and activities fees, building fees (“Building Fees”) and technology fees; and 

(d) Revenues and receipts attributable to the Metropolitan Tract Revenue (which consists of revenues 
of 11 acres owned by the University in downtown Seattle, known as the “Metropolitan Tract”). 

As noted under subsection (b) above, grants or other funds that are restricted by contract or donor terms are 
excluded from General Revenues.  Unrestricted fund balances, to the extent that they were accumulated from money 
that was received as General Revenues, are included in and available to pay obligations secured by General 
Revenues.  Any interest subsidy received from the federal government with respect to General Revenue bonds is 
included and available to pay obligations secured by General Revenues.  

Additions to General Revenues 

The University reserves the right to include in General Revenues, at its sole option, in the future, other sources of 
revenue or income excluded in the definition of General Revenues.  Such additions shall occur on the date and as 
provided in a certificate executed by the controller of the University (the “Controller”) (or the successor to the 
functions of the Controller).  The Controller shall, in the case of additions of items or auxiliaries to General 
Revenues, certify that for the preceding two Fiscal Years for which audited financial statements are available, the 
item or auxiliary maintained a “coverage ratio” of at least 125 percent.  In the event an auxiliary or item is added to 
General Revenues, the obligations of that auxiliary or item may remain outstanding and have a prior claim on 
auxiliary Net Revenue. 

Deletions from General Revenues 

The University reserves the right to remove, at its sole option, in the future, without limitation, any revenues from 
General Revenues.  The removal of General Revenues shall be evidenced by a certificate executed by the Controller 
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identifying the items to be deleted.  The University is not required to meet any coverage or other test prior to 
removing revenues from General Revenues. 
 
Additional Bonds 

The University may incur additional obligations, including General Revenue bonds, Payment Agreements and lease 
or other contractual obligations, that are payable from General Revenues, in addition to the University’s outstanding 
General Revenue Notes (Commercial Paper) (the “Commercial Paper Notes”), outstanding General Revenue bonds, 
the Lease and other lease and contractual obligations.  There are no limitations, either statutory or contractual, that 
would prevent the University from incurring such additional obligations. 

Payment Agreements 

To the extent permitted by State law, the University may enter into Payment Agreements payable from General 
Revenues subject to the satisfaction of certain conditions precedent.  Payment Agreements, as defined in chapter 
39.96 RCW, include interest rate swaps entered into in connection with the issuance of bonds.  The University 
currently has no Payment Agreements in place. 

Debt Payment Record 

The University has never defaulted on the payment of principal of or interest on any of its bonds or other debt. 

Future Debt 

The University funds authorized projects based on projected cash flows.  In addition to the Lease, the University 
expects to issue approximately $80 million in General Revenue bonds by June 30, 2018 to fund University projects.  
Additional projects may also be funded with bond proceeds, if approved by the Board.  The University also from 
time to time issues Commercial Paper Notes.  See “UNIVERSITY DEBT AND DEBT SERVICE— General 
Revenue Obligations.” 
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UNIVERSITY DEBT AND DEBT SERVICE 

General Revenue Obligations 

The University’s General Revenue obligations take three forms: 

(a) General Revenue bonds and Commercial Paper Notes.  The University is authorized to issue Commercial 
Paper Notes from time to time in an aggregate principal amount not to exceed $250 million, for University 
purposes, pursuant to a Resolution of the Board adopted on June 16, 2009.  The University issues 
Commercial Paper Notes generally to provide interim financing for University projects. The University 
provides self-liquidity for the payment of its Commercial Paper Notes, which are not secured by a bank 
credit or liquidity facility. 

(b) Leases and other contractual obligations payable from General Revenues.   

(i) Leases Supporting Lease Revenue Bonds, including the Bonds.  In addition to the Lease, 
the University has entered into a number of financing and other leases in connection with 
lease revenue bonds, which are payable from General Revenues.  University lease 
payments are applied to pay debt service on lease revenue bonds issued by the Washington 
Economic Development Finance Authority or by nonprofit corporations (entities related to 
the Issuer) issuing bonds on behalf of the University.  Lease revenue bonds have financed 
the prior phases of the University’s multi-phase South Lake Union biomedical research 
facilities and other clinic, research and administrative facilities. 

(ii) Other Contractual Obligations.  The University has entered into other contracts payable 
from all or a component of General Revenues and, in some cases, other revenues.  
Reimbursed State General Obligation Bonds (“Reimbursed Bonds”) refers to bonds 
authorized by the State Legislature (the “Legislature”) and issued as State general 
obligation bonds to provide proceeds to the University.  These bonds are payable from all 
or a component of General Revenues and, in some cases, other revenues.   

(c) Line of Credit.  The University has entered into a Master Financing Agreement with JPMorgan Chase 
Bank, N.A., which serves as a line of credit to be drawn upon in aggregate amount not to exceed $12 
million through November 14, 2016, to finance short-term University assets.  

 
The Lease, the outstanding General Revenue Bonds, the Commercial Paper Notes, other  lease or contractual 
obligations, and the University’s line of credit are equally and ratably payable from General Revenues without 
preference, priority or distinction because of date of issue or otherwise.  
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University Debt 

The following table summarizes the University’s outstanding obligations by type. 

TABLE 3: 
 

UNIVERSITY OUTSTANDING OBLIGATIONS 
(as of October 8, 2015) 
(dollars in thousands) 

 Total 
University Obligations 
General Revenue Bonds(1)  $ 1,649,980 
Leases (supporting lease revenue bonds)(2) 408,165 
Reimbursed Bonds and Certificates of Participation(3) 156,365 
Commercial Paper Notes(4) 50,000 
Equipment Leases/Other(5) 22,388 

Subtotal:  General Revenue Obligations  $ 2,286,898 
Component Unit Obligations(6)  
Northwest Hospital and Medical Center (7) 12,294 
Valley Medical Center(8) 79,035 

Subtotal:  Other Obligations  $ 91,329 
Total Obligations  $ 2,378,227 

   
(1) Includes general revenue bonds in the aggregate principal amount of $195,510,000, which closed on September 23, 2015 (the “2015 

General Revenue Bonds”).    
(2) Includes the Lease. 
(3) Includes approximately $25 million of Reimbursed Bonds paid from Metropolitan Tract Revenues, which are not included in General 

Revenues. 
(4) Excludes commercial paper to be paid from proceeds of the 2015 General Revenue Bonds. 
(5) Includes the University's line of credit. 
(6) Debt obligations are non-recourse to the University, but assets and liabilities are consolidated on University financial statements. 
(7) Northwest Hospital & Medical Center ("Northwest") affiliated with the University in January 2010.  General Revenues do not include 

revenues of Northwest (now UW Medicine/Northwest dba Northwest Hospital & Medical Center).  Excludes Northwest obligations 
refunded with University commercial paper.  See “UW Medicine— Components of UW Medicine—Northwest Hospital & Medical 
Center.” 

(8) Valley Medical Center ("Valley") affiliated with the University in July 2011.  General Revenues do not include Valley revenues.  See 
“UW MEDICINE—Components of UW Medicine—Valley Medical Center.”  In addition to the obligations shown above, Valley (a 
public hospital district under State law) has outstanding $239,856,412 of limited tax general obligation bonds payable from nonvoted 
property taxes levied by the public hospital district, and from other legally available funds.  

Source:  The University. 
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Additional detail on the Commercial Paper Notes is shown in the following table: 
 

TABLE 4: 
 

UNUSED COMMERCIAL PAPER AUTHORIZATION 
(as of October 8, 2015) 
(dollars in thousands) 

 Total 
Maximum Amount Authorized  $ 250,000 

Less: Amount outstanding (50,000) 

Unused commercial paper authorization as of October 8, 2015  $ 200,000 

   
Source:  The University. 

 
General Revenue Debt Service Schedule 

The following table provides the debt service-related Rent requirements for the Lease and the University's 
outstanding General Revenue Bonds.  The table also provides debt service requirements for other lease and other 
contractual obligations payable from General Revenues.   The table does not include debt service requirements for 
the Commercial Paper Notes, authorized to be issued from time to time in the aggregate principal amount of up to 
$250 million.   
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TABLE 5: 
 

UNIVERSITY OF WASHINGTON 
GENERAL REVENUE DEBT SERVICE SCHEDULE 

Fiscal Year 
Ending 6/30 

General Revenue 
Bonds(1)(2) 

Lease and Other 
Obligations Paid 

from General 
Revenues(2)(3)(4) 

 

 
2015 Lease 
Payment(4) 

Total Debt 
Service(4)(5) 

2016   $ 107,171,673  $  61,950,615          $   1,319,548       $   170,441,836 
2017  111,944,175  59,911,832             5,395,807          177,251,814 
2018  112,707,169  53,052,936           29,850,807          195,610,912 
2019  110,363,322  49,609,529             7,452,650          167,425,501 
2020  110,155,181  44,362,278             7,451,650          161,969,109 
2021  111,073,918  43,969,235             7,454,650          162,497,803 
2022  111,078,315  42,648,749             7,451,150          161,178,214 
2023  107,529,337  41,201,955             7,456,150          156,187,442 
2024  107,503,074  36,176,863             7,453,900          151,133,837 
2025  107,349,992  31,945,826             7,449,400          146,745,218 
2026  107,186,257  25,942,312             7,447,400          140,575,969 
2027  107,459,287  25,301,836             7,452,400          140,213,523 
2028  106,947,446  21,341,291             7,453,650          135,742,387 
2029  106,640,344  16,696,591             7,450,900          130,787,835 
2030  103,795,171  14,965,752             7,453,900          126,214,823 
2031  99,727,972  14,879,958             7,046,900          121,654,830 
2032  98,256,440  14,800,912             7,049,900          120,107,252 
2033  91,298,646  14,714,937             7,047,900          113,061,483 
2034  87,275,932  14,621,888             5,170,650          107,068,470 
2035  87,233,364  12,717,839             5,171,400          105,122,603 
2036  127,365,729  12,618,662             5,170,400          145,154,791 
2037  82,435,001  12,519,919             5,172,400          100,127,320 
2038  82,677,344  12,410,684             5,171,900          100,259,928 
2039  81,724,225  6,345,269             5,168,650            93,238,144 
2040  102,780,496  6,225,985             5,172,400          114,178,881 
2041  85,643,360  6,108,181             5,172,400            96,923,941 
2042  85,767,121  5,981,204             5,171,200            96,919,525 
2043  85,896,912  5,849,566             5,169,000            96,915,478 
2044  83,573,887  —             5,170,600            88,744,487 
2045  9,388,080  —             5,170,600            14,558,680 
2046 7,583,700 —             5,168,800            12,752,500 
2047 — —             5,170,000              5,170,000 
2048 — —             5,168,800              5,168,800 

Total(4)(5)  $  2,927,532,868 $     708,872,604 $     224,697,861 $    3,861,103,333 

    
(1) Includes the Outstanding General Revenue Bonds.  Does not include Valley and Northwest debt service.  Excludes Commercial Paper.  

Includes the 2015 General Revenue Bonds. 
(2) Amounts reflect 100 percent of the University’s debt service schedule. Subject to continued sequestration or other Congressional action, the 

University expects to receive an interest subsidy of up to 35 percent for certain outstanding bonds that were issued as Build America Bonds. 
Such subsidies are not included in this table. 

(3) Includes lease and other contractual obligations payable from General Revenues, including lease obligations with respect to lease revenue 
bonds, equipment leases, and Reimbursed Bonds and Certificates of Participation and does not include principal payments made on 
commercial paper.   Excludes the Lease. 

(4) Includes scheduled mandatory redemption payments. 
(5) Totals may not foot due to rounding. 
Source:  The University. 
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THE PROJECT 

Overview.  The Project is the second part of the third phase of a multi-phase development of a campus of 
biomedical research facilities leased by the University’s School of Medicine (“SOM”) on the Leased Property and 
adjacent property.  Phase I, Phase II and the first phase of Phase 3 were completed on time and are fully assigned.  
The Project is located in the South Lake Union area of Seattle, about three miles from the University’s main 
campus, about 1.5 miles from downtown Seattle, and near other biomedical research facilities (including Seattle 
Cancer Care Alliance and the Fred Hutchinson Cancer Research Center).  The Project site is shown on the following 
map. 
 

Map of Project Site  
(the Project is identified as “Phase 3.2”) 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Project consists of the design, construction and equipping of a new building totaling approximately 
165,000 gross square feet of biomedical research facilities, with three clinics and associated clinical research 
facilities.  The Project has access to the Shared Infrastructure that was constructed as part of Phase 3.1, including 
two levels of parking, loading dock, and mechanical and electrical rooms.   
 
The Project will be utilized by the SOM, whose grant awards have grown at an annual rate of five percent over the 
past 15 years, with National Institutes of Health (“NIH”) funding for the SOM growing at an annual rate of five 
percent since 2000.  There is effectively no surplus research space on the University’s main campus.  The campus 
health sciences building is over 50 years old with mechanical infrastructure that is strained to support modern 
biomedical research.  Phases I, II and 3.1 of the multi-phase development on South Lake Union (“SLU”) currently 
are fully assigned.  The strategic importance of the SLU development to the SOM also is reflected in the substantial 
investment SOM has made (over $375 million) in Phases I, II, and 3.1. 
 
Research at this site is expected to include new programs and expansion of existing programs including 
microbiology, global health, kidney research, immunology, biomedical informatics, neurosciences, protein design, 
gastrointestinal and behavioral assays.  Each of these areas has historically received substantial NIH funding.  In 
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addition, the Project will include a primary care clinic as well as a diabetes clinic and an ophthalmology clinic 
focused on retinal diseases, which will provide an opportunity to integrate clinical care and research.  Space in the 
Project is anticipated to be fully subscribed by SOM researchers and clinicians at the time of anticipated occupancy. 
 
Construction of the Project.  The Project will be constructed pursuant to the Development Management Agreement.  
Under the Development Management Agreement, the Development Manager (an affiliate of the Ground Lessor) has 
agreed to supervise and coordinate the design and permitting of the Project, to assist the Issuer in the retention of the 
architect and General Contractor, and to administer and supervise construction of the Project by the General 
Contractor.  Perkins+Will is the architect for the Project.  Pursuant to the Development Management Agreement, 
the construction contract with the General Contractor is required, as to the building shell and core, to be on a cost 
plus fee basis with a guaranteed maximum price.  All of the construction contracts are required to have mandated 
schedules for completion, contingency reserve line items satisfactory to the Issuer, a requirement for retainage for 
all major categories of hard construction costs for which retainage is commonly utilized, and reasonable warranties 
against construction defects.   
 
The Master Use Permit for the Project has been issued, and the period for appealing the Master Use Permit has 
expired.  The Issuer is, however, seeking approval of a major revision to the Master Use Permit.  A major revision is 
subject to a public comment period and the approval of both the Seattle Department of Planning and Development 
(“DPD”) and the City of Seattle Design Review Board (the “DRB”).  A written decision on whether to approve the 
revision would ordinarily be issued by DPD (reflecting the decisions of both DPD and the DRB) approximately four 
to five months after the submission of a revised application.  The decision is subject to administrative appeal. 
 
If the Project revision is not approved, then Issuer would nonetheless be able to proceed with the Project as 
described in the Master Use Permit, if a valid and fully complete building permit application is submitted to DPD 
prior to the October 15, 2016 expiration date of the Master Use Permit, and a building permit is subsequently 
issued. 
 
The Issuer expects to enter into a guaranteed maximum price contract with the General Contractor in March 2016.  
The Issuer expects to receive building and occupancy permits in the customary course of construction.  Occupancy 
is expected to occur in February 2018.  See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS—
The Ground Lease.” 
 
Payment of Project Costs.  Under the Lease, the Issuer is obligated to exercise reasonable commercial best efforts to 
build the Project improvements, in accordance with plans and specifications developed by the University and the 
Issuer.  The Issuer is obligated to pay Project Costs from Bond proceeds.  Under the Lease the University has 
covenanted that, to the extent that Project Costs are in excess of the Project Funds, the University will pay all costs 
to complete the Project as the same become due and payable.  To the extent any Project Costs are incurred that have 
not been approved by the University, the University has the right to direct or join claims under the Ground Lease, 
Development Management Agreement, General Construction Contract, Architect’s Agreement, any warranty or 
other project contract.  See Section 8.1 and 11 of the Lease included at Appendix A.  
 
Property Management.  Not later than two months prior to the Rent Commencement Date, the Issuer is required by 
the Lease to select a property manager for the Premises (the “Property Manager”) with the concurrence of the 
University.  The Property Manager is required to be qualified and have expertise in the management of laboratory 
and research facilities and experience with the University or other large, institutional tenants.  In the event the 
University is unsatisfied with the Property Manager, the Issuer is required, at the University’s expense, to seek to 
find a replacement Property Manager meeting the required criteria.   
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THE UNIVERSITY OF WASHINGTON (THE LESSEE) 

In Fiscal Year 2014, more than 88,000 people studied and worked in approximately 22 million square feet of 
University-owned and University-leased facilities. Of these people, approximately 62 percent were students and 
38 percent were staff and faculty.  With approximately 40,000 full-time and part-time employees, the University is 
one of the largest employers in King County and the State.   

The University includes three academic campuses, which are located in Seattle, Tacoma and Bothell.  The 
University provides baccalaureate, masters, doctoral and professional degree programs through 16 colleges and 
schools including arts and sciences, built environments, business, dentistry, education, educational outreach, 
engineering, environment, information, law, medicine, nursing, pharmacy, public affairs, public health, and social 
work.  The University offers more than 250 degree options across more than 150 programs.  In the 2013-2014 
academic year, the University awarded more than 15,000 degrees, including approximately 9,900 bachelor degrees, 
3,900 masters degrees, 700 doctoral degrees and 500 professional degrees. 

Governance 

The University is governed by a 10-member Board of Regents, which includes one student of the University.  
Regents are appointed by the Governor of the State (the “Governor”) with the consent of the State Senate, and, 
except for the student member, hold their offices for six-year terms or until their successors are appointed and 
qualified, whichever is later. The student member of the Board serves a one-year term from July 1 to June 30 of the 
following year, or until his or her successor is appointed and qualified, whichever is later.   
 
The Board of Regents is comprised of the following individuals: 

William S. Ayer, Chair (Chairman and Former Chief Executive Officer, Alaska Airlines and Alaska Air Group). 

Patrick M. Shanahan, Vice Chair (Senior Vice President and General Manager of Airplane Programs, Boeing 
Commercial Airplanes). 

Kristianne Blake, Member (President, Kristianne Gates Blake, P.S.). 

Joanne Harrell, Member (Senior Director, e-Government Programs, Microsoft Corporation). 

Jeremy Jaech, Member (Chief Executive Officer, SNUPI Technologies). 

Constance Rice, Member (Managing Director, Knowledge Management for Casey Family Programs). 

Rogelio Riojas, Member (President and Chief Executive Officer, Sea Mar Community Health Centers). 

Herb Simon, Member (Simon Johnson, LLC). 

Orin Smith, Member (Retired Chief Executive Officer, Starbucks Corporation). 

Vanessa Kritzer, Student Member (University master’s degree student in public administration and business 
administration).(1)

                                                 
(1) Pending State Senate confirmation. 
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The University’s Administrative Officers include the following individuals: 

Ana Mari Cauce, Interim President.  Professor Ana Mari Cauce is the Interim President of the University. Dr. 
Cauce joined the University’s faculty in 1986, and is a full professor with the departments of Psychology and 
American Ethnic Studies, with secondary appointments in Gender, Women, and Sexuality Studies and the College 
of Education. She became Interim President in March 2015, after a tenure as the University’s Provost and Executive 
Vice President.  Interim President Cauce has held numerous leadership positions at the University, including 
Director of the University Honors Program, Chair of American Ethnic Studies, Chair of Psychology, Executive 
Vice Provost, Dean of Arts and Sciences, and, most recently, Provost and Executive Vice President.  Among the 
recognitions she has earned through her career are the Dalmas Taylor Distinguished Contribution Award, the Luis 
Fernando Esteban Public Service Award, the James M. Jones Lifetime Achievement Award of the American 
Psychological Association, the Grace Hopper Exemplary Leadership Award, and the Distinguished Contribution 
Award from the Society for Community Research and Action. In 1999, she joined a list of notable faculty by being 
awarded the Distinguished Teaching Award, the highest honor the University gives to faculty members for their 
work with students both within and outside the classroom.  She was a recipient of the University’s Distinguished 
Teaching Award. Dr. Cauce earned degrees in English and Psychology from the University of Miami, and a Ph.D. 
in Psychology, with a concentration in Child Clinical and Community Psychology from Yale University.  A 
Presidential Search Advisory Committee and a national search firm have been selected by the Board of Regents to 
assist in the Presidential selection process. The Presidential search is on-going. By November 30, 2015, unless 
extended by agreement of the Board of Regents, the Committee is to submit to the Board of Regents a list of three to 
five unranked recommended candidates.  

Gerald J. Baldasty, Interim Provost and Executive Vice President, Interim Treasurer.  Gerald J. Baldasty was 
appointed Interim Provost and Executive Vice President on March 3, 2015, and was appointed Interim Treasurer on 
August 1, 2015.  He joined the faculty of the University in 1978, and is a professor of Communication and an 
adjunct professor in two departments (Gender, Women and Sexuality Studies and American Ethnic Studies). Dr. 
Baldasty is the author of three books (The Commercialization of News in the Nineteenth Century, E.W. Scripps and 
the Business of Newspapers, and Vigilante Newspapers) and of numerous journal articles.  He focuses his research 
on communication and media history, particularly on political communication, media as businesses, and on race, 
ethnicity and gender.  He was chair of the Department of Communication from 2002 to 2008. He served as interim 
dean, and then dean and vice provost, of the University's Graduate School from 2008 to 2012.  From 2012 to March 
2015, he was Senior Vice Provost for Academic and Student Affairs. He is a former director of the University 
Teaching Academy. He has served on a wide variety of University committees and boards, including the University 
Book Store board of trustees, Diversity Research Institute advisory board, University Press Committee, Graduate 
Opportunity-Minority Achievement Program advisory board, and two faculty councils. He has been associate editor 
and senior editor of Journalism History.  Dr. Baldasty received the University Distinguished Teaching Award in 
2000, and he received honorable mention for the Landolt Graduate Mentor Award that same year. He was named 
one of the College of Arts and Sciences “Timeless Award” recipients in 2012.  He received his Ph.D. in 
Communications from the University in 1978, M.A. in Journalism from the University of Wisconsin-Madison in 
1974 and B.A. in Communications from the University in 1972. 

Paul Jenny, Senior Vice President, Planning and Management.  Paul Jenny joined the University in July 2008 as 
the Vice Provost of Planning and Budgeting.  In his current role as Senior Vice President, Mr. Jenny oversees the 
activities of more than 250 employees and 12 units including the Capital Projects Office, Office of the University 
Architect, Real Estate Office, Office of Strategy Management, Planning and Budgeting, Institutional Analysis and 
the Budget Office.  He has extensive experience in academic resource management, strategic planning and 
modeling, policy development, and budgeting. Prior to his appointment at the University, he served as the Associate 
Vice Chancellor of Budget and Resource Planning at the University of California – Berkeley from 2004-2008 and 
as Associate Director, Budget and Institutional Research, for the University of Alaska system from 2002-2004.  
From 1999 to 2002 he was Director of Budget for the Brookings Institution in Washington D.C.  Mr. Jenny’s 
education includes an MBA with honors from Loyola University in New Orleans and a BA in Economics from the 
University in 1992.  He currently serves as immediate past president of the Western Association of College and 
University Business Officers and serves on the National Association of College and University Business Officers 
board.  Additionally, Mr. Jenny serves on the board of the W Fund which focuses on early-stage investments in 
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spin-outs from the University of Washington and other early-stage companies headquartered in the State.  He is also 
a member of the Governing Board of KEXP 90.3 public radio station.  

Elizabeth Cherry, Associate Vice Provost of Compliance and Risk Services and Interim Vice President of Finance 
and Facilities.  Ms. Cherry joined the University as Director of the Office of Risk Management in 1988, and from 
2004 to July 2015, was Executive Director of Risk Management.  She is a member of the Risk and Insurance 
Management Society, the University Risk Management and Insurance Association, the National Association of 
College and University Attorneys, and the Society of Corporate Compliance and Ethics.  She helped create the 
University Complaint Investigation and Resolution Office, and in 2002, founded Portage Bay Insurance, the 
University’s internal insurance company of which she serves as President.  Ms. Cherry is a former member of the 
University of Washington Club Board of Trustees (1999-2005, 2010-2012) and served as its president from 2004-
2007 and again from 2010-2012. She received her B.S. in Forestry and Resource Conservation from the University 
of Montana and earned her J.D. in 1980 from the Northwestern School of Law of Lewis & Clark College.  Ms. 
Cherry also is a Certified Compliance and Ethics Professional with an international designation.  

Dr. Paul G. Ramsey, CEO of UW Medicine, Executive Vice President for Medical Affairs and Dean of the School of 
Medicine.  Dr. Ramsey has served as the senior executive leader of UW Medicine since 1997.  He came to the 
University in 1978, following completion of his residency training in Internal Medicine at Massachusetts General 
Hospital. He served as acting chair and then chair of UW Medicine from 1990 to 1997, when he was appointed to 
his current administrative leadership position.  Dr. Ramsey was the first holder of the Robert G. Petersdorf 
Endowed Chair in Medicine in 1995. He has received the Distinguished Teacher Award from the University School 
of Medicine’s graduating class three times (in 1984, 1986, and 1987) and the Margaret Anderson Award from the 
University graduating class of 1989, which recognizes exceptional support of medical students.  Dr. Ramsey’s 
research has focused on the development of methods to assess physicians’ clinical competence. He has been the 
Principal Investigator on multiple research grants related to assessment of physicians’ clinical skills, and served as a 
Henry J. Kaiser Family Foundation Faculty Scholar in General Internal Medicine for five years. Dr. Ramsey 
received the John P. Hubbard Award from the National Board of Medical Examiners in 1999 in recognition of his 
research contributions in the field of evaluation.  He has served on many national committees, including serving as 
an elected member of the Association of American Physicians and the Institute of Medicine of the National 
Academy of Sciences, and is a member of multiple organizations. Dr. Ramsey graduated from Harvard College with 
honors in Biochemistry and received his M.D. from Harvard Medical School. 

Accreditation 

The University is accredited by the Northwest Commission on Colleges and Universities (“NWCCU”) and is a 
member of the Association of American Universities.  The University has been continuously accredited by 
NWCCU, its regional higher education authority, since 1918.  The University’s periodic NWCCU accreditation 
evaluation was last completed in October 2013.  NWCCU adheres to a seven-year accreditation cycle.  

Admissions, Student Enrollment and Faculty Information 

• For the 2013-2014 and 2014-2015 academic years, total student headcount(1) enrollment for the 
University’s Autumn quarter was 53,072 and 54,670, respectively 

• For the 2013-2014 and 2014-2015 academic years, FTE(2) students at the Seattle, Bothell and Tacoma 
campuses for the Autumn quarter numbered 53,380 and 54,857, respectively 

• For both the 2013-2014 and 2014-2015 academic years, approximately 70 percent of undergraduate and 
graduate FTEs were in-State residents 

    
(1) Including undergraduate, graduate and professional school students. 
(2) FTE defined as an undergraduate carrying 12 credit hours or a graduate student carrying 10 credit hours.  FTE 
enrollment exceeds headcount enrollment when students take more credit hours than the credit hour threshold equating to 
one FTE. 
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The following tables show the number of applicants to the University’s undergraduate, graduate and professional 
schools, certain qualifications of these applicants, the number of applicants accepted into each school, the tuition 
and fees for each school, and the number of students enrolled in Autumn quarter 2010-2014.  In 2014, 79 percent of 
undergraduate students were located at the Seattle campus, 11 percent at Bothell, and 10 percent at Tacoma.  The 
Bothell and Tacoma campuses are comprised primarily of undergraduate students. The University expects future 
growth to occur largely at campuses other than the Seattle campus. As of July 22, 2015, freshman applications for 
Autumn Quarter 2015 are estimated to be 41,265.   
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 

[Remainder of Page Intentionally Left Blank] 
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(1)   Unless otherwise noted all figures include Seattle, Tacoma, and Bothell campuses. 
(2)   In October 2015, 2013 and 2014 enrollment numbers will be restated to reflect first-time, first-year freshmen.  This change in methodology 

will slightly reduce previously reported numbers. 
Source:  The University.  

TABLE 6: 

Student and Enrollment(1) 

Undergraduate Autumn Quarter 

Freshmen 2010 2011 2012 2013(2) 2014(2) 

Applied 25,269 27,469 29,723 33,857 35,382 

Accepted 14,753 16,527 18,152 19,560 20,510 

Percent Accepted to Applied 58% 60% 61% 58% 58% 

Enrolled 6,122 6,546 6,931 7,233 7,429 

Percent Enrolled to Accepted 41% 40% 38% 37% 36% 

      

Transfers 2010 2011 2012 2013 2014 

Applied 7,430 8,277 8,415 8,809 9,480 

Accepted 3,854 4,250 4,448 4,705 4,826 

Percent Accepted to Applied 52% 51% 53% 53% 51% 

Enrolled 2,783 3,046 3,084 3,252 3,308 

Percent Enrolled to Accepted 72% 72% 69% 69% 69% 

      

Undergraduate FTE 2010 2011 2012 2013 2014 

Bothell 2,438 2,934 3,327 3,794 4,101 

Seattle 27,964 28,118 28,011 28,597 29,359 

Tacoma 2,431 2,775 3,064 3,346 3,565 

Total All Campuses  32,833 33,827 34,402 35,737  37,025 

      

Undergraduate Headcount 2010 2011 2012 2013 2014 

Bothell 2,751 3,254 3,648 4,106 4,406 

Seattle 30,093 29,822 29,771 30,148 31,099 

Tacoma 2,771 3,116 3,366 3,641 3,826 

Total All Campuses  35,615 36,192 36,785 37,895 39,331 

      

Additional Enrollment Statistics: 2010 2011 2012 2013 2014 

% of All Students From Outside State (1) 25% 32% 30% 30% 31% 

% retention (Freshman to Sophomore) 92% 92% 91% 91% 92% 

Mean GPA 3.69 3.70 3.69 3.69 3.69 

Median GPA 3.76 3.77 3.76 3.77 3.76 

% of class reporting GPA data 99% 100% 100% 100% 100% 

Mean Combined SAT scores 1198 1193 1198 1200 1200 

Median Combined SAT scores 1210 1210 1210 1220 1210 

% of class reporting SAT data 90% 86% 86% 87% 84% 
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Student and Enrollment(1) Continued 

 Autumn Quarter 

Graduate 2010 2011 2012 2013 2014 

Applied 23,316 24,692 26,350 27,381 29,851 

Accepted 6,844 7,493 8,106 8,980 9,106 

Percent Accepted to Applied 29% 30% 31% 33% 31% 

Enrolled 3,485 3,720 3,643 4,383 4,389 

Percent Enrolled to Accepted 51% 50% 45% 49% 48% 

Graduate FTE 12,499 12,820 13,049 13,557 13,751 

Graduate Headcount 12,389 12,574 12,782 13,177 13,333 

      

Professional Autumn Quarter 

Law: 2010 2011 2012 2013 2014 

Applied 2,560 2,656 2,930 2,624 2,946 

Accepted 545 586 638 686 776 

Enrolled 186 182 176 143 163 

Law Headcount 528 520 527 508 493 

      

Pharmacy: 2010 2011 2012 2013 2014 

Applied 470 354 411 413 390 

Accepted 86 108 123 131 121 

Enrolled 80 94 99 96 90 

Pharmacy Headcount 338 350 361 372 374 

      

Dentistry:  2010 2011 2012 2013 2014 

Applied 1,027 996 1,085 1,058 1,046 

Accepted 79 80 83 82 85 

Enrolled 63 63 62 63 63 

Dental Headcount 242 258 260 262 262 

      

Medicine:  2010 2011 2012 2013 2014 

Applied 4,459 4,962 5,101 6,015 6,129 

Accepted 270 285 272 296 287 

Enrolled 216 219 220 235 240 

Medicine Headcount 828 851 851 858 877 

      

Total Professional FTE 3,970 3,932 3,949 4,086 4,081 

Total Professional Headcount 1,936 1,979 1,999 2,000 2,006 
    
(1)  Unless otherwise noted all figures include Seattle, Tacoma, and Bothell campuses. 
Source:  The University.  
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TABLE 7: 

Tuition and Fees(1) 
(Full Academic Year) 

 Autumn Quarter 

2011 2012 2013 2014 2015 

Undergraduate Resident $  10,574 $  12,383 $  12,397 $  12,394 $  11,839 

Undergraduate Non-Resident 28,058 29,938 31,971 33,513 34,143 

Graduate Resident 13,438 14,698 15,666 16,683 17,496 

Graduate Non-Resident 26,308 27,318 28,119 28,926 30,345 

Business Masters Resident 26,338 27,608 28,950 30,339 31,200 

Business Masters Non-Resident 38,408 40,158 42,126 44,175 45,450 

Law Resident 26,608 29,948 31,983 31,980 31,962 

Law Non-Resident 40,678 42,918 45,024 45,021 44,124 

Pharmacy Resident 20,778 24,018 26,325 26,496 28,362 

Pharmacy Non-Resident 37,878 43,688 47,964 49,215 50,286 

Medical Resident 25,548 28,268 30,186 32,220 33,759 

Medical Non-Resident 54,528 57,198 59,175 61,206 64,194 

Dentistry Resident 27,388 32,948 36,150 39,654 43,494 

Dentistry Non-Resident 50,298 53,018 56,667 60,555 66,483 
    
(1)  Unless otherwise noted all figures include Seattle, Tacoma, and Bothell campuses. 
Source:  The University.  

 
TABLE 8: 

 
University FTE(1) 

Autumn Quarter 
2010 2011 2012 2013 2014 

Undergraduate  32,833 33,827 34,402 35,737 37,025 

Graduate  12,499 12,820 13,049 13,557 13,751 

Professional 3,970 3,932 3,949 4,086 4,081 

Total University FTE 49,302 50,579 51,400 53,380 54,857 

    
(1)  Unless otherwise noted, all figures include Seattle, Tacoma, and Bothell campuses. 
Source:  The University. 
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TABLE 9: 

 
University Headcount(1) 

Autumn Quarter 

 2010 2011 2012 2013 2014 

Undergraduate  35,615 36,192 36,785 37,895 39,331 

Graduate  12,389 12,574 12,782 13,177 13,333 

Professional 1,936 1,979 1,999 2,000 2,006 

Total University Headcount 49,940 50,745 51,566 53,072 54,670 

    
(1)  Unless otherwise noted, all figures include Seattle, Tacoma, and Bothell campuses. 
Source:  The University. 

The following tables show faculty and student housing and dining data for Autumn quarter for the past five years.   
 

TABLE 10: 
 

FACULTY DATA 
 

 2010 2011 2012 2013 2014 
Number of Faculty(1) 4,235 4,280 4,356 4,497 4,561 
Tenure Rate (%)(2) 39% 39% 39% 37% 37% 
Percent Holding Terminal Degree (Ph.D., MD, DDS)(3) 93% 93% 93% 92% 93% 

    
(1) Effective October 31, 2013, faculty headcount is restated to reflect core faculty comprised of professorial, instructional, and 

research categories. Headcount associated with temporary faculty categories is excluded. 
(2) Effective October 31, 2013, tenure rate percentage is restated using the core faculty total headcount comprised of 

professorial, instructional, and research categories. 
(3) Effective October 31, 2013, terminal degree percentage is restated using the core faculty total headcount comprised of 

professorial, instructional, and research categories. 
Source:  University 2014 Bondholder’s Report, Supplemental Bondholder Information section. 
 
For Autumn quarter 2015, data reflects 100 percent occupancy of University housing at 6,998.  Average room and 
board cost for existing double housing in Autumn quarter 2015 is $10,576 for the academic year. 
 

TABLE 11: 
 

HOUSING AND DINING DATA 
 

 2011 2012 2013 2014(1) 2015(1) 
Room and Board(2): $7,785 $8,091 $9,360 $10,055 $10,576 
Autumn Opening Occupancy(3): 5,677 5,294 6,407 6,607 6,998 
Occupancy(4): 116% 114% 111% 114% 112% 

    
(1) Figures for Autumn 2014 and 2015 include residence hall units and exclude single student and family housing apartments. 
(2) Room and board pricing is for the full academic year.  Room portion of annual room and board pricing is the weighted 

average of all residence hall double rooms in inventory, and dining amount is for a representative meal plan.  
(3) Autumn opening occupancy is used to calculate capacity.  
(4) Effective October 31, 2014 numbers restated to reflect as-built capacity and 10th day occupancy (occupancy that exceeds 

100% is the result of housing three students in a room designed for two). 
Source: University Housing and Dining. 
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General Revenues  

As described under the heading “UNIVERSITY LEASE OBLIGATIONS PAYABLE FROM GENERAL 
REVENUES,” General Revenues include all non-appropriated income, revenues, and receipts of the University if 
and to the extent such funds are not restricted in their use by law, regulation, or contract.  Unrestricted fund 
balances, to the extent that they were accumulated from money that was received as General Revenues, also are 
included in General Revenues.   

The following table shows General Revenues and General Revenue balances of the University for Fiscal Years 
2010 through 2014.  General Revenues are displayed in two ways: first as gross University revenues minus 
exclusions from General Revenues, and second as the components that comprise General Revenues. 

TABLE 12: 
 

GENERAL REVENUES 
(dollars in thousands) 

 Fiscal Year 

General Revenue (Exclusions from Total Revenue) 2010 2011 2012(1) 2013(1) 2014(1) 

Total Revenue $3,966,534 $4,346,940 $3,965,450 $4,601,792 $4,953,409 

Less: 

State appropriations (347,425) (296,769) (218,343) (218,165) (262,146) 

Grant and contract direct costs (1,021,074) (1,110,531) (1,101,106) (1,109,871) (1,080,088) 

Gifts (65,300) (86,823) (76,718) (101,823) (117,071) 

Revenues of component units (2) (199,085) (154,782) (156,653) (171,238) (161,247) 

Student activities fees and U-Pass fees (26,886) (26,123) (30,827) (40,082) (43,539) 

Student technology fees, student Building Fees, student loan funds (37,273) (43,706) (58,220) (66,726) (71,576) 
Trust and endowment income, net unrealized gains on noninvested funds 

investments, Metropolitan Tract net operating income, component unit 
investment income, and other restricted investment income (259,634) (360,298) 17,738  (324,901) (440,903) 

Capital appropriations (32,539) (37,255) (6,066) (47,123) (7,693) 

Capital grants, gifts and other (16,005) (35,622) (25,514) (26,763) (26,156) 

Other nonoperating revenues (expenses) 8,861 12,946 18,330 19,780 (42,816) 

Gifts to permanent endowments (43,943) (74,422) (53,259) (57,882) (55,541) 

Total General Revenues $1,926,231 $2,133,555 $2,274,812 $2,456,998 $2,644,633 

General Revenue Components: 

Student tuition and fees (less student activities fees, U-Pass 

fees, technology fees, Building Fees and loan funds) $463,798 $525,085 $601,964 $711,056 $733,815 

Grant and contract indirect costs 228,111 248,274 247,835 246,502 242,773 

Indirect funds distributions and net invested funds unrealized gains and losses (1) 49,118 34,372 51,861 16,340 39,742 

Sales and services of education departments 166,810 165,475 185,521 198,320 212,592 

Auxiliary systems and patient services (2) 963,261 1,085,871 1,125,187 1,194,740 1,332,929 

Other operating revenues 55,133 74,478 62,444 90,040 82,782 

Total General Revenues $1,926,231 $2,133,555 $2,274,812 $2,456,998 $2,644,633 

General Revenue Balances 

Accumulated General Revenue Balances $992,807 $1,189,010 $1,240,322 $1,459,610 $1,614,991 

   
(1) See accompanying notes to the University of Washington Supplementary Information, June 30, 2014 and 2013 (in Appendix B).  
(2) Excludes revenues from Northwest Hospital & Medical Center and Valley Medical Center.  See “UW MEDICINE—Components of UW 

Medicine.” 
Source: The University’s General Revenue Audit Supplement. 
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Overview of General Revenues 

Financial support is received by the University from a variety of sources, including grants and contracts, patient 
services, tuition and fees, State funding, gifts, auxiliary enterprises, investment income and sales and services.  As 
shown in the table entitled “GENERAL REVENUES,” several of these sources are unrestricted and are included in 
General Revenues: auxiliary systems and patient services, student tuition and fees (less student activities fees, U-
Pass fees, technology fees, Building Fees and loan funds), grant and contract indirect costs, sales and services of 
educational departments of the University, other operating revenue, and invested funds distribution and net invested 
funds’ unrealized gains and losses.   

The following charts show the General Revenue components for Fiscal Year 2014 with a breakout of the auxiliary 
systems and patient services components of General Revenues for that fiscal year. 

 
 
   
Source: The University. 

The following describes the largest components of General Revenues, which include auxiliary systems and patient 
services, student tuition and fees, and grant and contract indirect costs.   

Auxiliary Systems and Patient Services.  Since the University incorporated auxiliary systems and patient services 
revenue into General Revenues in 2009, these revenues have represented the largest component of General 
Revenues.  Auxiliary systems and patient services revenue include patient services, housing and food services, other 
auxiliary enterprises, sports programs and other UW Medicine revenues.  Auxiliary systems and patient services 
represent 50% of General Revenues in Fiscal Year 2014, and patient services and other UW Medicine revenues are 
80% of that component.  See “UW MEDICINE” for a discussion of UW Medicine and its component units. 

Student Tuition and Fees.  Student tuition and fees represent the second largest component of General Revenues.  
Student tuition is established by the Board within the tuition-setting authority delegated by the Legislature.  After 
legislative action concluded in late June 2015, the University maintained its long-standing authority to set tuition for 
all categories of students, with the exception of undergraduate residents.  The University has tuition setting 
authority for nonresident and graduate student tuition.  For Fiscal Years 2016 and 2017, the Legislature reduced 
resident undergraduate tuition rates by five and 15 percent over Fiscal Year 2015 rates, respectively, and limited 
future increases as follows.  Beginning in 2017–18, the University may increase resident undergraduate tuition by 
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no more than the average annual percentage growth rate in the median hourly wage for Washington for the previous 
14 years.  

The State’s adopted 2015–2017 biennial operating budget requires that the University maintain a minimum 
enrollment level, which is below the current actual level.  Growth plans are for minimal increases in enrollment at 
the Seattle campus and continued growth at the Tacoma and Bothell campuses of five to nine percent per year.  See 
“Other University Financial Information – State Funding.”  
 
In addition to tuition, the University charges its students a variety of other fees.  The degree to which these fees can 
be increased is governed by the provisions of Initiative 960, its reenacting initiatives, and each omnibus 
appropriations act signed into law annually.  As described under the heading “INITIATIVES—Initiative 960,” 
Initiative 960 requires Legislative approval of fee increases and any new fee.  The adopted State biennial operating 
budget allowed the Board to increase fees in Fiscal Years 2010 through 2016 by amounts judged reasonable and 
necessary by the Board.  Fees include summer quarter tuition, fee-based and self-sustaining degree and certificate 
programs, services and activity fees, student technology fees, course and lab fees, and other administrative fees.  
Certain other fees collected through proprietary transactions are also included in General Revenues, but may not be 
considered fees subject to Initiative 960. 
 
The University also has authority from the State to waive tuition and fees.  Tuition waivers are used to assist low-
income students, recruit outstanding students, and recruit and support graduate teaching and research assistants.  
Tuition can be waived by the University for students meeting certain eligibility requirements consistent with these 
objectives. Student tuition and fees revenue figures included in this Official Statement exclude amounts waived.   

Grant and Contract Indirect Costs.  Grant and contract indirect costs constituted the third largest component of 
General Revenues in Fiscal Year 2014.  Grant and contract indirect costs fund a wide variety of research and 
training programs at the University.  In each year since 1974, the University has been among the top five 
universities in the nation, both public and private, in federal research and training funds awarded.  The University’s 
expectations with regard to future grant and contract revenue are informed by its awards. Awards are received by 
the University over one or more fiscal years and, when received, are presented as grant and contract revenues in the 
University’s financial statements (see “APPENDIX B—AUDITED FINANCIAL STATEMENTS AND 
REQUIRED SUPPLEMENTAL INFORMATION OF THE UNIVERSITY (FISCAL YEARS ENDED JUNE 30, 
2014 AND 2013”) for more information regarding grant and contract revenues for Fiscal Years 2014 and 2013).  
The following award information provides information regarding the University’s grant and contract awards. 

TABLE 13: 
 

GRANT AND CONTRACT AWARDS  
(dollars in millions) 

 
 2011 2012 2013 2014 2015 
Federal Grants and Contracts $ 1,245 $ 1,187 $    981 $ 1,084 $ 1,037 
Without ARRA(1) 1,087 1,180 972 1,083 1,036 
Non-Federal Grants and Contracts 253 284 287 302 264 

Total(2) $ 1,498 $ 1,471 $ 1,238 $ 1,386 $ 1,301 

Total without Student Financial Aid $ 1,396 $ 1,364 $ 1,123 N/A(3) N/A(3) 

   
(1) Federal grants and contracts excluding amounts awarded pursuant to the American Recovery and Reinvestment Act of 

2009 (“ARRA”). 
(2) Totals subject to change per negotiations with sponsors after fiscal year end. 
(3) External financial aid grants to undergraduates were removed from totals starting in Fiscal Year 2014. 
Source: The University. 



 

 -34-  

Other University Financial Information 

This section introduces components of University revenues (including but not limited to components of General 
Revenues) and notes recent trends.  
 
Patient services revenue has increased, most notably with the addition of Northwest in Fiscal Year 2010 and Valley 
in Fiscal Year 2012. As part of fulfilling its mission of improving the health of the public, UW Medicine's goals 
include becoming a leading Accountable Care Organization (“ACO”).  This work includes measuring and 
improving the health of those served, effectively coordinating care across a continuum of care settings, providing 
the appropriate care in the appropriate location while operating in a dynamic environment as the federal and state 
governments implement healthcare reform.   

Based on preliminary unaudited Fiscal Year 2015 results, as a whole the clinical enterprise has exceeded budgeted 
levels.  Of the four hospitals owned or operated by the University, three have preliminary unaudited Fiscal Year 
2015 results exceeding budgeted levels.  Northwest has not met budget expectations for a variety of reasons 
including payer mix and patient volumes. Management is currently developing a five-year financial plan for 
Northwest including clinical program development.   

In recent years tuition revenue has grown as State appropriations to the University have declined.  In Fiscal Year 
2015, State support for the University is approximately $155 million less than what it was at its peak at the start of 
Fiscal Year 2009, and the amount of tuition revenue collected from students has more than doubled in the last six 
years.  Despite facing required increases to K-12 funding over the next several years, in its most recent budget the 
State Legislature substantially increased appropriations to the University to help offset significant tuition reductions, 
modifying this trend.  

Undergraduate applications for all campuses have been strong; 35,382 applications were submitted for Autumn 
2014 and 20,510 were accepted. Undergraduate applications for Autumn 2015 were the largest in the University’s 
history.  As of July 22, 2015, total applications were calculated at 41,265, 17 percent higher than Autumn 2014. 
Official annual totals will be available on October 15, 2015. Matriculation rates have declined slightly, averaging 38 
percent over the last four years. 

Fiscal Year 2015 grants and contracts awards were $1.3 billion, which represents a six percent decline over Fiscal 
Year 2014.  In large part the decline is due to Federal sequestration in Fiscal Year 2013.  Specifically, sequestration 
in Fiscal Year 2013 pushed multiple awards into Fiscal Year 2014, creating a timing lag that increased Fiscal Year 
2014 values and makes year-over-year comparisons difficult. The federal budget remains under significant pressure; 
ongoing federal funding for research could be impacted. 

Philanthropic support declined slightly in Fiscal Year 2015 from a historic high level in Fiscal Year 2014, but still 
remained strong, with private grants and gifts totaling $449 million. 

University revenues may be restricted in whole or part and, to the extent restricted, are excluded from General 
Revenues.  Appropriated revenue is also excluded from General Revenues. These revenues are, however, important 
components of the University’s overall financial situation.  The following provides an overview of University total 
revenue (including Northwest and Valley revenue). 

University Total Revenue by Source.  The following shows the University’s $5.8 billion in total revenue by source 
for Fiscal Year 2014. 
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UNIVERSITY TOTAL REVENUE BY SOURCE, FISCAL YEAR 2014 
(dollars in millions) 

 

* Patient Services revenue includes Northwest Hospital and Valley Medical Center. 
Source: The University. 

University Expenditures.  Based on Fiscal Year 2014 financial statements (including Northwest and Valley), 35 
percent of the University’s $5.2 billion in expenditures for Fiscal Year 2014 supported the two primary functions of 
the University: instruction (20 percent) and research (15 percent).  Other expenditures include medical-related 
expenses (35 percent), academic support services (six percent), depreciation (six percent), auxiliary enterprises (six 
percent), institutional support (four percent), scholarship and fellowships (three percent), and other (six percent).* 
 
University Net Assets.  As of June 30, 2014, the University had total net assets of approximately $6.96 billion, an 
increase of five percent over Fiscal Year 2013 (due in part to the addition of Valley in Fiscal Year 2012).  
Investment in buildings, improvements and land was approximately $2.1 billion as of June 30, 2014, net of related 
debt. Including Northwest and Valley, unrestricted net assets equaled 29.6 percent of total net assets at the end of 
Fiscal Year 2014. 
 
State Funding. The State appropriates funds for certain University operating expenses and for a portion of the 
University’s capital budget. These appropriations are subject to the Legislature’s biennial budget process.  The 
following table shows University expenditures of State operating and capital appropriations to the University since 
2010: 
 

                                                 
* Totals may not foot due to rounding. 

*
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TABLE 14: 
 

EXPENDITURES OF STATE APPROPRIATIONS  
TO THE UNIVERSITY BY TYPE 

(dollars in millions) 
 

 Fiscal Year 

 2010 2011 2012 2013 2014 2015 

Operating Appropriations $       303.5 $       296.8 $       218.3 $       218.2 $       262.1 $       255.2 

Capital Appropriations 32.4 37.3 6.1 47.1 7.7 20.8 

Total Appropriations $       335.9 $       334.1 $       224.4 $       265.3 $       269.8 $       276.0 

   
Source: The University. 

 
State legislative appropriations comprised approximately five percent of the University’s total revenue in Fiscal 
Year 2014.  State appropriations for the 2013-15 biennium increased 20 percent over the 2011-13 biennium. State 
appropriations for the 2015-17 biennium are currently budgeted to exceed the previous biennium by 24 percent. 
 
The 2015 Legislature passed a final compromise operating budget for the 2015-17 biennium after two special 30-
day sessions.  Despite facing constitutionally-required increases to K-12 funding over the next several years, the 
final State budget includes targeted investments in public higher education including in computer science and 
engineering and health sciences and medical residencies, and a reduction in the tuition fees charged to resident 
undergraduate students.  The reduction in the operating fee portion of tuition is addressed in part through increased 
State appropriations, and the University expects the balance of the 2015-2017 reduction to be addressed in the 
Legislature's 2016 supplemental budget.  Although student tuition is a component of General Revenues, state 
appropriations are excluded. 
 
In addition, the Legislature authorized salary increases and provided partial funding for those increases based on the 
assumption that tuition rates for students other than resident undergraduates would grow with inflation and cover 
compensation increases for faculty and staff.   

The Legislature continues to face budgetary pressure as a result of court-mandated increases in K-12 education 
funding.  Article IX of the Washington State Constitution provides that it is the “paramount duty” of the State to 
make “ample provision” for basic education. A 2012 Washington Supreme Court decision (McCleary v. 
Washington) held that the State was not adequately funding K-12 education to this constitutional standard.  The 
Court reserved jurisdiction to enforce its ruling and required the State to provide an annual report summarizing 
actions taken to achieve compliance within 60 days following the adoption of the State budget through 2018.  In 
September 2014, the Court held the Legislature in contempt for its failure to put forth a complete funding plan.  The 
Court gave the Legislature through the 2015 legislative session to lay out its plan to fully fund basic education by 
the 2017-18 school year.  The Legislature increased funding for K-12 education in its most recent session.  On 
August 13, 2015, the Court found that the Legislature had not achieved full constitutional compliance and imposed 
sanctions in the form of a $100,000 per day fine.  This penalty may be abated if the Legislature calls a special 
session that results in achieving full compliance.  See BOND OWNERS RISKS—Uncertainties of State Legislation 
and Initiatives. 

Relationship to Federal Funding Sources; Sequestration.  The two largest sources of University funding – patient 
services and grants and contracts – benefit directly or indirectly from federal funding.  Research funding from 
federal sources continues to be a large part of the University’s total research revenues.  Federal funding represented 
78 percent of the University’s total research revenues in Fiscal Year 2014.  Medicare and Medicaid payments 
represented 38 percent of total patient services revenues in Fiscal Year 2014.  See “OTHER UNIVERSITY 
INFORMATION—Risk Management.” 



 

 -37-  

Fiscal Year 2014 University data for the federal fiscal year show a five percent increase in NIH funds and no change 
in National Science Foundation funds compared to Fiscal Year 2013.  The University experienced no change in total 
federal research funds between 2014 and 2013 on a federal fiscal year basis. 

Investments; Invested Funds and Endowment Funds 

The Board is vested by statute with the responsibility to manage the University’s assets, including its investments.  
Depending upon whether investments are restricted or unrestricted, investments may be available for payment of 
General Revenue obligations.  Unrestricted fund balances, to the extent that they were accumulated from money that 
was received as General Revenues, are included in and available to pay obligations secured by General Revenues. 
 
The Board delegates to its Finance and Asset Management Committee the responsibility to oversee the investment 
program.  The Chief Investment Officer of the University directs the day-to-day activities of the investment 
portfolio, including the selection of investment managers who invest the University’s funds based on the 
University’s objectives and policies.  Investment performance is reviewed quarterly by the University’s Investment 
Committee, which is an advisory committee.  Information regarding the balances of and returns on the University’s 
operating and endowment funds is reported to the Finance and Asset Management Committee on a quarterly basis.  
Balances and returns on these funds have varied, sometimes significantly, from period to period.  
 
Invested Funds.  The total value of the University’s operating fund investments (currently referred to as the 
University’s “Invested Funds”) as of June 30, 2015 was $2.46  billion, including the portion invested in the 
Consolidated Endowment Fund (“CEF”)  as described below.  The Invested Funds Pool currently consists of four 
pools: the Cash Pool, the Liquidity Pool, the Diversified Investment Pool and the Capital Assets Pool (“CAP”).  The 
Cash and Liquidity Pools are invested primarily in short-term and intermediate-term, high quality, fixed-income 
securities to meet the day-to-day obligations of the University.  The Diversified Investment Pool holds CEF units 
that are intended to enhance the overall portfolio return.  In May 2014, the Board approved the CAP, which allows 
funds to be spent on approved University capital projects.  The size of this pool is targeted at 10 percent of the 
Invested Funds, and the maximum size is limited by policy to 15 percent of the Invested Funds. 
 
University policy stipulated the following minimum and maximum percentages that the Invested Funds may be 
invested in these pools as of March 31, 2015. The percentages that were invested in these funds for the periods 
ended June 30, 2014 and June 30, 2015 (prior to adjustment to incorporate CAP) are shown below: 
 

TABLE 15:  
 

Percentage Investment By Pool 

 
 
 
 
 

[Remainder of Page Intentionally Left Blank] 
 

 Policy % % June 30, 2014 % June 30, 2015 
Cash Pool 10%-40% 34% 28% 
Liquidity Pool 25%-60% 37% 34% 
Diversified Investment Pool 15%-45% 29% 33% 
Capital Assets Pool 0%-15% 0% 5% 
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Consolidated Endowment Fund.  The total value of the CEF as of June 30, 2015 was $3.1 billion (including $806 
million of units owned by the Invested Funds).  For the 10 consecutive fiscal years that ended June 30, 2015, the 
average annual return on the CEF was 7.5 percent. The following table shows the value of the CEF in Fiscal Years 
2005 through 2015.  See “APPENDIX B—AUDITED FINANCIAL STATEMENTS AND REQUIRED 
SUPPLEMENTAL INFORMATION OF THE UNIVERSITY (FISCAL YEARS ENDED JUNE 30, 2014 AND 
2013),” which includes notes to the financial statements detailing the investment of the CEF. 
 

 
   

Source: The University. 
 
Endowment Distributions.  Under the Board-approved spending policy for the CEF, quarterly distributions to 
programs are made based on an annual percentage rate of four percent, applied to the five-year rolling average of 
the CEF’s market valuation.  This policy was effective with the December 2010 quarterly distributions, with the 
five-year averaging period implemented incrementally.  The spending policy calls for an administrative fee of one 
percent to support fundraising and stewardship activities (0.8 percent) and investment management (0.2 percent).  
Similar to program distributions, the administrative fee is based on the CEF’s five-year average market value. 

Gifts and Fundraising 

A principal source of funding for the University is private (non-governmental) support.  In Fiscal Year 2015, the 
University received $448.7 million in total private support from 107,376 donors. This is up from the trailing five-
year average of $351 million. Of the $448.7 million received, approximately $227 million was private gifts and 
approximately $221.7 million was private grants. The University is in the early stages of its third comprehensive 
campaign, with a goal to raise $4 billion. 

UW MEDICINE 

UW Medicine is an integrated health system that owns or operates Harborview Medical Center (“Harborview”), 
Northwest, Valley, UW Medical Center, UW Neighborhood Clinics, UW Physicians, SOM and Airlift Northwest.  

Components of UW Medicine 

Harborview Medical Center.  Harborview is owned by King County and managed by the University.  Harborview is 
a Level 1 adult and pediatric trauma and burn center with 413 licensed beds that offers specialty care in nearly every 
area of medicine.  Harborview’s primary mission is to provide and teach exemplary patient care and to provide 
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health care for those patients King County is obligated to serve. Harborview’s financial results are not included in 
the University’s financial statements. 

Northwest Hospital & Medical Center.  Northwest is a 281 licensed bed hospital in North Seattle, which affiliated 
with UW Medicine on January 1, 2010.  Northwest is a non-profit community hospital offering comprehensive 
medical, surgical and therapeutic services.  Northwest is a discretely presented component unit of the University.  

Valley Medical Center.  Valley is a 321 licensed bed hospital in Southeast King County, and is a full-service acute 
care public hospital serving over 600,000 patients.  On July 1, 2011, Valley entered into a strategic alliance with 
UW Medicine.  In addition to the hospital, Valley operates a network of more than two dozen primary care, urgent 
care and specialty clinics throughout Southeast King County.  Valley is a discretely presented component unit of the 
University.  

UW Medical Center.  UW Medical Center is a 450 licensed bed hospital that is a division of the University. UW 
Medical Center provides highly specialized healthcare to patients throughout the Pacific Northwest and also serves 
as a major clinical, teaching and research site for students and faculty of the University. In 2014, UW Medical 
Center began phase two of the Montlake Tower project to construct three shelled inpatient floors including the 
addition of intensive care, medical/surgical beds and operating rooms.  Phase two is expected to be completed by 
June 2017.  

UW Neighborhood Clinics.  UW Neighborhood Clinics is a network of primary care clinics with 10 locations 
throughout the greater Seattle area.  The clinics offer a complete spectrum of primary care services for the entire 
family from pediatrics to geriatrics, as well as ancillary services, including on-site laboratory, X-ray facilities and 
nutrition services. 

UW Physicians.  UW Physicians is the physician practice group for more than 2,000 physicians and other healthcare 
professionals associated with UW Medicine.  UW Physicians provides primary and specialty care totaling more than 
one million patient visits each year. 

UW School of Medicine.  The SOM was founded in 1946 and is recognized for training primary care physicians and 
for advancing medical knowledge through scientific research.  Physician faculty members of the SOM staff UW 
Medical Center, Harborview, and UW Neighborhood Clinics, as well as the Puget Sound Veterans Affairs Health 
Care System, Seattle Cancer Care Alliance and Seattle Children’s Hospital.  

Airlift Northwest.  Airlift Northwest is a medical transport service that works with first responders throughout 
Washington, Alaska, Montana and Idaho to transport critically ill and injured patients to local hospitals, regional 
trauma centers or specialty care facilities. 
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Financial Information and Patient Activity Statistics 

TABLE 16: 
 

UW Medical Center, Northwest and Valley Financial Information 
Fiscal Years 2010–2014 (in thousands) 

 
 2010 2011 2012 2013 2014 
UWMC      

Total Operating Revenue  $811,461 $847,861 $877,548 $920,705 $967,651 
Net Income 73,161 59,891 36,026 5,798 14,096 

      

Valley      
Total Operating Revenue  
Net Income 

N/A(1) N/A(1) $436,407 $451,012 $474,196 
N/A(1) N/A(1) (5,899) (13,035) 6,149 

      

Northwest      
Total Operating Revenue  N/A(1) $275,839 $300,089 $327,807 $324,342 
Net Income N/A(1) (8,390) (2,700) 9,284 (4,755) 

      

Combined      
Total Operating Revenue  
Net Income 

$811,461 $1,123,700 $1,614,044 $1,699,524 $1,766,189 
73,161 51,501 27,427 2,047 15,490 

   
(1)  Northwest affiliated with the University in 2010, and Valley affiliated in 2011. 
Source: The University. 
 

TABLE 17: 
 

UW Medical Center, Northwest and Valley Patient Activity Statistics 
Fiscal Years 2010–2014 

 
 2010 2011 2012 2013 2014 
UWMC      

Admissions  19,260  18,919 17,915 17,728 18,033 
Outpatient Visits  323,393  306,825 300,487 284,870 291,375 
Emergency Visits  25,602  24,119 23,487 22,977 25,338 

      
Valley      

Admissions N/A(1) N/A(1) 16,842 17,477 16,693 
Outpatient Visits N/A(1) N/A(1) 344,947 362,274 403,169 
Emergency Visits N/A(1) N/A(1) 75,586 74,202 73,763 
      

Northwest      
Admissions N/A(1)  9,576 9,127 9,974 9,211 
Outpatient Visits N/A(1)  161,297 193,992 195,978 193,387 
Emergency Visits N/A(1)  35,146 33,832 33,942 34,276 
      

Combined      
Admissions 
Outpatient Visits 
Emergency Visits 

 19,260  28,495  43,884  45,179   43,937 
 323,393  468,122  839,426  843,122   887,931 

 25,602  59,265  132,905  131,121   133,377 
   
(1)  Northwest affiliated with the University in 2010, and Valley affiliated in 2011. 
Source: The University. 
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Recent Developments 

UW Medicine Strategic Planning; Collaborations.  In September 2013, UW Medicine signed a strategic 
collaboration with PeaceHealth for UW Medicine to serve as PeaceHealth’s complex tertiary and quaternary health 
system for specialty care. The agreement is to allow both organizations to work together on improving the quality, 
safety and cost-effectiveness of care. The two organizations will remain legally independent and there is no change 
in the governance or mission of either organization. 

In March 2014, UW Medicine and Capital Medical Center (Olympia, Washington) signed an agreement selecting 
UW Medicine as the healthcare system of choice for complex tertiary and quaternary care for Capital Medical 
Center patients. This strategic collaboration, effective April 1, 2014, is intended to provide Capital Medical Center 
patients prompt access to advanced services while allowing the organizations to work together to continue 
improving the quality, safety and cost-effectiveness of care in the South Puget Sound region. 

In 2014, UW Medicine formed an accountable care network (“ACN”) with certain other health care organizations 
and healthcare professionals in Western Washington. The UW Medicine ACN was formed to focus on keeping 
people healthy and out of the hospital by employing evidence-based preventive measures to identify and treat 
underlying health problems early before they become chronic conditions. UW Medicine and its ACN members 
entered into agreements to provide health care services to employees of The Boeing Company beginning in January 
2015. Agreements are also in place to provide healthcare services to the employees of the State of Washington in a 
five-county Puget Sound area beginning January 2016. These arrangements provide opportunities for shared 
savings between the ACN and the employers based on achieving quality and financial benchmarks. If the ACN does 
not attain certain financial benchmarks, UW Medicine, along with contractually agreed upon risk-sharing payments 
from its ACN members, will pay the employers based on their agreement. 

In 2015, UW Medicine, Skagit Regional Health and Cascade Valley Hospital and Clinics entered into a Clinical 
Affiliation Agreement intended to create a long-term and durable affiliation to integrate clinical programs to achieve 
the “Triple Aim” of better care for individuals, better health for populations and lower per capita costs. 

OTHER UNIVERSITY INFORMATION 

Labor Relations 

The University employs approximately 40,000 full-time and part-time employees, of whom approximately 17,500 
are unionized.  Pursuant to chapter 41.80 RCW, the University negotiated collective bargaining agreements to cover 
the 2015-2017 biennium with the Inland Boatmen’s Union of the Pacific (mariners), Service Employees 
International Union (“SEIU”) Local 925 (clerical and healthcare employees), the Washington Federation of State 
Employees (service, library, public safety, skilled trade employees), and UW Police Management, also represented 
by the Washington Federation of State Employees, and the Teamsters Local Union No. 117 (police officers).  
Combined, these unions cover approximately 8,700 employees in 16 bargaining units. 
 
The University entered into negotiations with SEIU Local 1199NW (registered nurse, healthcare specialist, imaging 
tech, social worker, anesthesia and respiratory tech employees at Harborview Medical Center), and the Washington 
State Nurses Association (registered nurses at the UW Medical Center) for 2015-2017 collective bargaining 
agreements in spring of 2015, and negotiations are still ongoing. 
 
As far as agreements covered by chapter 41.56 RCW, the University concluded negotiations for the first collective 
bargaining agreement with the American Federation of Teachers Local 6486 (representing approximately 65 
English language extension lecturers within UW Educational Outreach) in July 2014, effective through June 2017.  
In spring 2015, the University reached agreement on a three-year agreement with the United Auto Workers 
(“UAW”) Local 4121, representing approximately 4,500 academic student employees, which will expire on April 
30, 2018.  The University also reached agreement with the graphic communications bargaining unit, now 
represented by the Teamsters Local 117 as well, on a contract spanning July 1, 2015, to June 30, 2017. In 
September 2014, the UW Housestaff Association was certified (under chapter 41.56 RCW) as the official labor 
union for approximately 1,300 medical residents and fellows at the University.  Negotiations for an initial collective 
bargaining agreement commenced in January 2015, and are still ongoing. 
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The University is currently in discussion with all unions over the upcoming institution-wide transition to a new 
Human Resources/Payroll system and its potential impacts. 

Risk Management 

The University is exposed to risk of loss related to tort liability, injuries to employees and loss of property.  The 
University purchases insurance protection for workers’ compensation as well as marine, aviation and certain other 
risks.  The University also purchases insurance protection for loss of property at self-sustaining units, bond-financed 
buildings and where otherwise required by contract; otherwise, the risk of property loss is retained, unfunded. For 
medical professional, general, employment practices, and automobile liability, the University maintains a program 
of self-insurance reserves and excess insurance coverage.  The self-insurance reserve represents the estimated 
ultimate cost of settling claims resulting from events that have occurred on or before the statements of net position 
date.  The reserve includes the undiscounted amounts that will be required for future payments of claims that have 
been reported and claims related to events that have occurred but have not yet been reported. 
 
The self-insurance reserve is estimated through an actuarial calculation and included in Long-Term Liabilities.  
Changes in the self-insurance reserve for the years ended June 30, 2012, 2013, and 2014 are noted below: 
 

TABLE 18: 
 

UNIVERSITY SELF INSURANCE RESERVE 
(dollars in thousands) 

 2012 2013 2014 
Reserve at Beginning of Fiscal Year $50,092 $62,919 $79,708  
Incurred Claims and Changes in Estimates 24,839 28,605 13,917  
Claim Payments (12,012) (11,816) (26,175) 
Reserve at End of Fiscal Year $62,919 $79,708 $67,450  

   

Source: The University. 
 
As enacted in 2010, the Patient Protection and Affordable Care Act, as amended by the Health Care and Education 
Reconciliation Act of 2010 (collectively, the “Affordable Care Act”) has changed how healthcare services are 
covered, delivered and reimbursed through expanded coverage of uninsured individuals, reduced growth in 
Medicare program spending, reductions in Medicare and Medicaid Disproportionate Share Hospital (“DSH”) 
payments, and the establishment of programs in which reimbursement is tied to quality and integration. In addition, 
the law reforms certain aspects of health insurance, expands existing efforts to tie Medicare and Medicaid payments 
to performance and quality, and contains provisions intended to strengthen fraud and abuse enforcement.  Further, it 
provides for a value-based purchasing program and the establishment of accountable care organizations and bundled 
payment pilot programs, which may create sources of additional revenue.  
 
Moore v. Health Care Authority (Moore I) is a class action lawsuit brought against the State on behalf of temporary, 
part-time employees.  The plaintiffs allege that the State improperly denied them healthcare benefits by incorrectly 
calculating their eligibility.  Even though the case does not name the University as a defendant, some of the class 
members are present or former University employees, which could result in the University being responsible for a 
share of any amounts paid in the event of a settlement or judgment.  Multiple issues are currently being litigated 
including how to define the class list and how to measure damages.  The Washington State Supreme Court is 
currently considering an appeal by plaintiffs on the issue of whether the alleged violations ended prior to December 
31, 2009 or, potentially, continued up to May 2014 along with a request for clarification on prior rulings related to 
how damages should be calculated.  Moore I is set for a trial date of December 5, 2015.  A continuation of Moore I 
was filed in Thurston County Superior Court (Moore II) seeking damages over a six-year time frame under a breach 
of contract claim.  In November 2014, the State’s motion to dismiss that case was denied.  
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In October 2013, the Washington Health Benefit Exchange began open enrollment for State residents through the 
Washington Health plan finder.  The Exchange coupled with the expansion of the Medicaid program has resulted in 
providing health insurance coverage for some patients who had previously been receiving charity care.  The 
Exchange also includes coverage options for previously commercially-insured patients whose employers have 
elected to seek coverage for their employees in plans that are more affordable than traditional commercial plans.  To 
date, the overall financial impact of these programs has been positive.  Management continues to monitor the 
financial impact of these evolving programs retrospectively as well as prospectively during the long range planning 
and budgeting cycles. 

Pension Plans 

The University offers two contributory pension plans: the Washington State Public Employees Retirement System 
(“PERS”) plan, a defined-benefit retirement plan; and the University of Washington Retirement Plan (“UWRP”), a 
defined-contribution plan.  The University of Washington Supplemental Retirement Plan, a defined-benefit plan, is 
closed to employees who were not active participants on February 28, 2011. 

PERS Plan Description. The University contributes to PERS, a cost-sharing, multiple-employer, defined-benefit 
pension plan administered by the State Department of Retirement Systems (“DRS”).  PERS Plan 1 provides 
retirement and disability benefits, along with minimum benefit increases beginning at age 66 to eligible 
nonacademic plan members hired prior to October 1, 1977.  PERS Plans 2 and 3 provide retirement and disability 
benefits and a cost-of-living allowance to eligible nonacademic plan members hired on or after October 1, 1977.  In 
addition, PERS Plan 3 has a defined-contribution component, which is fully funded by employee contributions. The 
authority to establish and amend benefit provisions resides with the Legislature. 

The State issues a publicly available comprehensive annual financial report (“CAFR”) that includes financial 
statements, notes to the financial statements, and required supplementary information for PERS. As described in 
note 11 to the CAFR dated October 2014, as of June 30, 2013, PERS Plan 1 had an actuarial accrued liability 
(“AAL”) of $12.9 billion, an actuarial value of assets of $8.1 billion, and an unfunded actuarial accrued liability 
(“UAAL”) of $4.8 billion, for a funded ratio of 63 percent.  PERS Plans 2 and 3 had a funded ratio as of June 30, 
2013 of 92 percent.  The assumptions used by the Office of the State Actuary (“OSA”) in calculating the UAAL as 
of June 30, 2013 in the State’s CAFR are as follows:  

TABLE 19: 

OSA PERS Assumptions 

 PERS Plan 1 PERS Plan 2/3
Valuation date 6/30/2013 6/30/2013
Actuarial cost method Entry age normal(1) Aggregate(2)

Amortization  method 
Funding Level %(3) N/A
GAAP reporting Level $ N/A

Remaining amortization years (closed) 10-year rolling N/A
Remaining amortization period (closed) N/A N/A
Asset valuation method 8-year graded 8-year graded

 smoothed fair value(4) (4) smoothed fair value(4)

Actuarial  assumptions 
Investment rate of return(5) 7.80% 7.80%
Projected salary increases 

Salary inflation at 3.75%, plus merit increases described below
Initial salary merit (grades down to 0%) 6.0% 6.0%
Merit period (years of service)  17 years 17 years

Includes inflation at N/A 3.00%

Cost of living adjustments (“COLA”) Minimum COLA(6) CPI increase, maximum 3%

   
Footnotes to table are on the following page. 
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N/A indicates data not applicable. 
(1) PERS and Teachers Retirement System (“TRS”) Plans 1 use a variation of the entry age normal (EAN) cost method, whereas Law 

Enforcement Officers and Fire Fighters (“LEOFF”) Plan 1 uses a variation of the frozen initial liability cost method. 
(2) The aggregate cost method does not identify or separately amortize UAAL. 
(3) Level percent of system payroll, including system growth. 
(4) Asset Valuation Method - eight-year smoothed fair value: The actuarial value of assets is calculated under an adjusted market value method 

by starting with the market value of assets. For subsequent years, the actuarial value of assets is determined by adjusting the market value of 
assets to reflect the difference between the actual investment return and the expected investment return during each of the last eight years or, 
if fewer, the completed years since adoption, at the following rates per year (annual recognition). The annual gain/loss for the Volunteer Fire 
Fighter Relief and Pension Fund and LEOFF Plan 2 are centered around a 7 percent and 7.5 percent expected rate of return, respectively, 
instead of 7.8 percent. 

(5) The Legislature prescribes the assumed rate of investment return. 
(6) The PERS Plan 1 COLA: Qualifying retirees receive an increase in their monthly benefit once a year.  The COLA on minimum benefit 

levels is calculated as the last unrounded minimum COLA amount increased by 3 percent, rounded to the nearest penny. 
Source: State of Washington CAFR, October 2014  

Funding Policy.  The OSA, using funding methods prescribed by statute, determines actuarially required 
contribution rates for PERS.  Contribution rates for Fiscal Year 2016 are as follows: 

TABLE 20: 

PERS Contribution Rates 

(Fiscal Year 2016) 

   

* Includes an administrative expense rate of 0.18 percent. 
** Variable from 5 percent to 15 percent based on rate selected by the member. 
Source: OSA 
 
The blended contribution rate for the University at June 30, 2014 and 2013, for each of PERS Plans 1, 2, and 3 was 
9.21 percent and 7.21 percent for the respective years. 
 
The OSA currently calculates the funded ratios using the Projected Unit Credit cost method.  The OSA report can 
be obtained by visiting:  http://osa.leg.wa.gov/actuarial_services/publications/valuations.htm.  The OSA report is 
not incorporated by this reference. 
 
On October 22, 2014, the DRS issued its CAFR which included valuations as of June 30, 2014.  PERS Plan 1 has a 
total pension liability of $12.98 billion, plan fiduciary net position of $7.94 billion, and a participating employers’ 
net pension liability of $5.04 billion.  The total pension liability was determined by the actuarial valuation as of June 
30, 2013, with results rolled forward to June 30, 2014 using the following assumptions applied to all prior periods: 
3.0 percent total economic inflation, 3.75 percent salary inflation, 7.50 percent investment rate of return, and 7.50 
percent discount rate.  PERS Plans 2 and 3 have a total pension liability of $30.12 billion, plan fiduciary net position 
of $28.10 billion, and a participating employers’ net pension liability of $2.02 billion.  The total pension liability 
was determined by the actuarial valuation as of June 30, 2013, with results rolled forward to June 30, 2014 using the 
following assumptions applied to all prior periods: 3.0 percent total economic inflation, 3.75 percent salary 
inflation, 7.50 percent investment rate of return, and 7.50 percent discount rate.  Additionally, PERS Plans 1, 2 and 
3 were calculated using the following assumptions per the DRS 2014 CAFR: “Mortality rates were based on the 
RP-2000 Combined Healthy Table and Combined Disabled Table published by the Society of Actuaries.  The OSA 
applied offsets to the base table and recognized future improvements in mortality by projecting the mortality rates 
using 100 percent Scale BB.  Mortality rates are applied on a generational basis, meaning members are assumed to 
receive additional mortality improvements in each future year throughout their lifetime.  The actuarial assumptions 

Required Contribution Rates Employer Employee 

 Plan 1 Plan 2 Plan 3 Plan 1 Plan 2 Plan 3 

PERS       

State agencies* 11.18% 11.18% 11.18% 6.00% 6.12% ** 

Local governmental units* 11.18% 11.18% 11.18% 6.00% 6.12% ** 
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used in the June 30, 2013 valuation were based on the results of the 2007-2012 Experience Study.  Additional 
assumptions for subsequent events and law changes are current as of the 2013 actuarial valuation report.”  The DRS 
CAFR report can be obtained by visiting: www.drs.wa.gov/administration/annual-report/cafr/. The DRS CAFR 
report is not incorporated by this reference. 
 
GASB 68.  In June 2012, the Governmental Accounting Standards Board (“GASB”) approved Statement No. 68, 
“Accounting and Financial Reporting for Pensions,” which is effective for the University’s fiscal year 2015 
Financial Report.  The University participates in several cost sharing, multiple-employer, defined-benefit pension 
plans administered by the DRS.  GASB 68 will change how the University accounts for and reports its participation 
in these plans.   

Prior GASB accounting required the University to recognize pension expense equal to the cash funding paid to the 
DRS, with no associated liability reported on the Statement of Net Position.  GASB 68 requires that pension 
expense equal the University’s share of future pension benefits earned by all participating employees due to current 
period service, plus/minus the impact of any actuarial changes impacting the total pension liability.  It will also 
require that the University record on the Statement of Net Position its proportionate share of the total DRS liability 
for pension amounts earned by employees based on current and past service but not yet funded (the unfunded 
pension liability).  

Harborview, a related party of the University, is owned by King County and is not included in the University’s 
reporting entity for GASB financial reporting purposes.  However, all of the employees who work at Harborview 
are University employees and the University will be required under GASB 68 to include the pension-related 
amounts pertaining to employees working at Harborview in the amounts recorded to the University’s Financial 
Report.  Harborview will continue to account for pension-related expenses using the current “funding” approach, 
and will not record any of the associated GASB 68 liabilities.   

The DRS has published audited Schedules of Collective Pension Amounts and Schedules of Employer Allocations 
for all of the plans it administers, for use by those employers required to implement GASB 68.  According to these 
DRS reports, as of June 30, 2014 (the actuarial measurement date for the amounts to be recorded by the University 
for fiscal year 2015), the total amount of underfunding for all participating employers for the plans in which the 
University participates was approximately $9 billion.  Based on the proportionate share information provided by 
DRS, the University estimates the following impacts to its fiscal year 2015 Financial Report as a result of 
implementing GASB 68: 

• A decrease in Beginning Unrestricted Net Position of $830 million (approximately $250 million 
attributable to Harborview employees).  This represents the University’s proportionate share of the net 
unfunded liabilities for those DRS pension plans in which University employees participate, as of June 
30, 2013, net of the University's fiscal year 2014 contributions to those plans. 

• Net Pension Liability of $620 million (approximately $190 million attributable to Harborview 
employees)  This represents the University’s proportionate share of the net unfunded liabilities for 
those DRS pension plans in which University employees participate as of June 30, 2014.  Per GASB 
68, the change in this net liability amount between years is to be recognized as either pension expense, 
or recorded to a deferred inflow or outflow, based on the nature of the item impacting the calculation 
of the net liability.  The calculation of the net unfunded liability at June 30, 2014 was favorably 
impacted by investment performance during the fiscal year that was significantly better than expected.  
This caused a reduction of the actuarial liability between years, and will result in the University 
recognizing a Deferred Inflow of Resources of approx. $270 million at June 30, 2015. 

It is not yet known whether the long term impact on total pension expense reported in the University’s Financial 
Report as a result of GASB 68 will vary significantly from amounts reported using the funding approach. 
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University of Washington Retirement Plan.  The UAAL and Annual Required Contribution (“ARC”) as of July 1 of 
the respective years are shown in the following table. 
 

TABLE 21: 
 

UAAL AND ARC OF UNIVERSITY RETIREMENT PLAN 
(dollars in thousands) 

 

2012 2013 2014 

Balance At Beginning of Fiscal Year $99,124 $127,465 $163,372 

Annual Required Contribution 30,381 38,550 38,550 

Payments to Beneficiaries (2,040) (2,643) (3,027) 

Balance At End of Fiscal Year $127,465 $163,372 $198,895 

2009 2011 2013 

UAAL $218,036 $235,048 $292,535 

Normal Cost 8,860 10,774 9,529 

Amortization of UAAL, Including Interest 17,220 19,607 29,021 

ARC 26,080 30,381 38,550 

Actuarial Assumptions 2009 2011 2013 

Payroll Covered By Plan $976,000 $1,129,000 $1,047,000 

Rate of Return Assumptions 5.00% 4.25% 4.25% 

Salary Increases for Years 1 and 2 2.00% 2.00% 3.00% 

Salary Increase for Third Year 4.00% 4.00% 3.00% 

Salary Increase Thereafter 4.00% 4.00% 3.00% 

  
 

Source: The University. 

 
The following table reflects the activity in the Net Pension Obligation for the years ended June 30, 2012, 2013, and 
2014. 
 

TABLE 22: 
 

NET PENSION OBLIGATION OF UNIVERSITY RETIREMENT PLAN 
(dollars in thousands) 

 
 2012 2013 2014 

Balance at Beginning of Fiscal Year $99,124 $127,465 $163,372 
Annual Required Contribution 30,381 38,550 38,550 
Payments to Beneficiaries (2,040) (2,643) (3,027) 
Balance at end of Fiscal Year $127,465 $163,372 $198,895 

  
 

Source: The University. 
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Retirement Plan (403(b)) and Supplemental Retirement Plan (401(a)).  Faculty, librarians and professional staff are 
eligible to participate in the UWRP, a 403(b) defined-contribution plan, and the UW Supplemental Retirement Plan, 
a 401(a) defined-benefit retirement plan which is closed to new participants and operates in tandem with the 403(b) 
plan. Both plans are administered by the University. 
 
UWRP Description.  Contributions to the UWRP are invested by participants in annuity contracts or mutual fund 
accounts offered by one or more fund sponsors.  Employees have at all times a 100 percent vested interest in their 
accumulations.  Benefits from the plan are available upon separation or retirement at the member’s option.  RCW 
28B.10.400 et seq. assigns the authority to the Board to establish and amend benefit provisions. 
 
UWRP Funding Policy.  Employee contribution rates are 5 percent, 7.5 percent or 10 percent of salary, based on 
age.  The University matches the contributions of employees.  Within parameters established by the Legislature, 
contribution requirements may be established or amended by the Board. Employee and employer contributions for 
the years ended June 30, 2014 and 2013 were $97,763,000 and $90,837,000, respectively. 
 
UW Supplemental Retirement Plan Description.  This plan provides for a supplemental payment component, which 
guarantees a minimum retirement benefit based upon a one-time calculation at each eligible participant’s retirement 
date.  The University makes direct payments to qualifying retirees when the retirement benefits provided by the 
UWRP plan do not meet the benefit goals.  During fiscal year 2011, the University amended the Supplemental 
Retirement Plan, limiting participation to those individuals who were active participants on February 28, 2011. 
 
UW Supplemental Retirement Plan Funding.  The University received an actuarial valuation of the supplemental 
payment component of the UWRP with a valuation date of July 1, 2013.  The previous evaluations were performed 
in 2011 and 2009.  The University has set aside $177,019,000 and $148,270,000 as of June 30, 2014 and 2013, 
respectively, for this liability.  These funds do not meet the GASB technical definition of “Plan Assets” since they 
have not been segregated and restricted in a trust or equivalent arrangement.  The UAAL shown in the table above, 
therefore, does not reflect a credit for these amounts.   

Other Post-Employment Retirement Benefits (“OPEB”) 

Healthcare and life insurance programs for employees of the State (including University employees) are 
administered by the Washington State Health Care Authority (“HCA”). The HCA calculates the premium amounts 
each year that are sufficient to fund the State-wide health and life insurance programs on a pay-as-you-go basis.  
These costs are passed through to individual State agencies (including the University) based upon active employee 
headcount; the agencies pay the premiums for active employees to the HCA.  The agencies may also charge 
employees for certain higher cost options elected by the employee. 
 
State retirees may elect coverage through State health and life insurance plans, for which they pay less than the full 
cost of the benefits, based on their age and other demographic factors.  The healthcare premiums for active 
employees, which are paid by the agency during employees’ working careers, subsidize the “underpayments” of 
retirees. 
 
An additional factor in the OPEB obligation is a payment that is required by the Legislature to reduce the premiums 
for retirees covered by Medicare (an “explicit” subsidy).  For both calendar years 2014 and 2013, this amount was 
$150 per retiree eligible for parts A and B of Medicare.  This is also passed through to State agencies through active 
employee rates charged to the agency. 
 
There is no formal State or University plan that underlies the subsidy of retiree health and life insurance. 
 
Actuarial Study.  Actuarial studies, performed every two years by the OSA, calculated that the total OPEB 
obligation of the State at January 1, 2013 and 2011 was $3.7 billion and $3.5 billion, respectively.  The annual cost 
was $342 million and $321 million for the University for 2013 and 2011, respectively.  The OSA calculated the 
OPEB obligation based on individual State employee data, including age, retirement eligibility and length of 
service.  The probability of an employee of a given age and length of service retiring and receiving OPEB benefits 
is based on State-wide historical data. 



 

 -48-  

 
The OSA’s allocation of the cumulative State-wide liability related to the University and its unconsolidated 
affiliates was estimated at approximately $671 million and $605 million for 2013 and 2011, respectively.  These 
amounts are not included in the University’s financial statements. 
 
The University paid $289 million and $297 million for healthcare expenses in 2013 and 2012, respectively, which 
included its pay-as-you-go portion of the OPEB liability, calculated by the OSA at $6.8 million and $7.4 million in 
2013 and 2011, respectively. 
 
The OSA report is available at: http://osa.leg.wa.gov/Actuarial_Services/OPEB/OPEB.htm (which is not 
incorporated into this Official Statement by this reference). 
 

THE ISSUER 

General 

The Issuer is a Washington nonprofit corporation organized in 2010 exclusively to issue the Bonds as an “on-
behalf-of issuer” and enter into and fulfill its obligations under the Ground Lease, the Lease, the Development 
Management Agreement, the Leasehold Deed of Trust and the Indenture, and engage in other activities necessary 
and desirable in connection with the Project or incidental to the Project.  The Issuer is a single purpose entity, is not 
a governmental unit and has no taxing power.  The Issuer has no source of funds available to pay debt service on the 
Bonds other than the Trust Estate pledged under the Indenture. 

The Issuer is related through common management to the National Council for Community Development, Inc., 
d/b/a the National Development Council (“NDC”), a 501(c)(3) organization organized under the laws of the State of 
New York, and to NDC Housing and Economic Development Corporation (“HEDC”), a 501(c)(3) organization 
organized under the laws of the Commonwealth of Virginia.  NDC is a nonprofit entity operating nationwide.  Its 
primary purpose is to provide consulting assistance to governmental entities on housing and economic development 
projects.  It currently works with a large number of public sector clients.  Development of specific projects occurs 
through HEDC.  All of the board members of HEDC are appointed by NDC.  All current board members of the 
Issuer (other than the “independent director” as discussed below) have been employees of NDC or HEDC for at 
least the last 10 years.  Under the Issuer’s bylaws, HEDC has the right to appoint the Board members of the Issuer 
(other than the independent director). 

For most projects, HEDC creates a separate single-purpose entity, typically incorporated in the state in which the 
project is located.  Neither NDC nor HEDC, however, has any ownership or membership interest in the Issuer, 
which is a distinct entity with its own separate assets and liabilities.  The Indenture, Lease, Ground Lease and all 
other contracts are entered into by the Issuer solely in its own name and as its own separate obligation. 

HEDC holds a group tax exemption letter from the Internal Revenue Service, which allows its subordinate 
organizations, including the Issuer, to qualify as 501(c)(3) organizations.  The Issuer’s status as a 501(c)(3) 
organization depends, among other things, on the continued effectiveness of HEDC’s group exemption and HEDC’s 
continued compliance with the requirements of the exemption with respect to the Issuer. 

Western Washington Projects 

HEDC subordinate nonprofit corporations also have been involved in Phase I, Phase, II and Phase 3.1 of the 
University’s South Lake Union biomedical research campus.  Financing for Phase I was provided by bonds issued 
by the Washington Economic Development Facilities Authority (WEDFA) in 2004 (refinanced in 2014), the 
proceeds of which were loaned to the HEDC subordinate organization.  Financing for Phase II was provided by 
bonds issued by WEDFA in 2005 and 2006 (refinanced in 2014), the proceeds of which were loaned to the HEDC 
subordinate organization.  Financing for Phase 3.1 was provided by bonds issued directly by a different HEDC 
subordinate organization pursuant to Revenue Ruling 63-20 and Revenue Procedure 82-26 of the U.S. Treasury. 
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Additionally, in four other separate transactions occurring over the past 19 years, HEDC has created nonprofit 
entities to assist the University in financing, constructing and operating student housing and other facilities in 
various locations in Seattle, Washington. 
 
HEDC subordinate nonprofit corporations have also assisted in financing and constructing a variety of major public 
projects for the State of Washington, King County and municipalities in western Washington, including office 
building projects for King County located in Seattle, Washington, an office building for the State located in 
Tumwater, Washington, a data center and related facilities for the State located on the Capitol Campus in Olympia, 
Washington, an office and laboratory building for the City of Tacoma, Washington, and buildings on behalf of King 
County in Seattle, Washington, for use by Harborview Medical Center. 

Organization and Key Personnel 

The Issuer has a board consisting of three managing directors, appointed by HEDC.  In addition, the Issuer’s 
Bylaws provide for, and the Issuer intends to appoint an “independent director” who is entitled to participate only in 
certain decisions relating to bankruptcy, merger, dissolution and similar events, and whose affirmative vote would 
be required in connection with any such decisions.  The board of directors has appointed several officers to manage 
and carry out the business of the Issuer.  Under the Issuer’s bylaws, regular meetings of the board are held as the 
board designates from time to time and annual meetings are held on the second Thursday of March unless otherwise 
determined.  Special meetings may be called at any time by the President or at the written request of any two 
directors.  Meetings are held at the registered office of the Issuer, or at another place designated by written notice 
and may also be held by telephone conference call. Any action required or permitted to be taken at a board of 
directors meeting may be taken by unanimous written consent in lieu of a meeting.  The following are the current 
officers and managing directors of the Issuer: 
 
Robert W. Davenport, Chairman of the Board of Directors and President.  Mr. Davenport is also the President of 
NDC and has held that position since 1986. He has worked for NDC since 1976.  He has also served as Director of 
Midwest Operations, Director of Training and Director of MIS for NDC.  Mr. Davenport received his B.A. from 
Stanford University in 1967 and his M.B.A. in finance from Columbia University in 1971. 
 
John A. Finke, Director and Vice President.  Mr. Finke has worked for NDC since 1983. He is currently Senior 
Director and is responsible for NDC’s Public-Private Partnership program nationwide. From 1979 to 1983, he 
worked as the Development Finance Manager for the City of Seattle’s Office of Economic Development. Mr. Finke 
has served on the Board of Directors of the Pike Place Market Preservation and Development Authority since 1989. 
Mr. Finke received his B.A. from the University of Washington in 1976 and took graduate studies at the University 
of Illinois School of Urban Planning. 
 
Ann Vogt, Director, Secretary and Treasurer.  Ms. Vogt joined NDC in December 1995 and currently serves as 
Chief of Staff. In addition, she is General Manager of HEDC. She also serves as Director of Operations for the 
NDC Corporate Equity Fund. From 1985 to 1995, Ms. Vogt was employed by the Brooklyn Economic 
Development Corporation, where she served as Assistant Manager, Financial Services Division (1985-87), 
Manager, Financial Services Division (1987-89), and Vice President (1989-95).  Ms. Vogt received her B.S. in 
chemistry from The College of New Rochelle in 1977 and her M.B.A. in finance from Iona College in 1984. 
 

THE TRUSTEE 

The Issuer has appointed U.S. Bank National Association to serve as Trustee.  The Trustee is to carry out those 
duties assignable to it under the Indenture.  Except for the contents of this section, the Trustee has not reviewed or 
participated in the preparation of this Official Statement and assumes no responsibility for the contents, accuracy, 
fairness or completeness of the information set forth in this Official Statement or for the recitals contained in the 
Indenture or the Bonds, or for the validity, sufficiency, or legal effect of any of such documents. 

Furthermore, the Trustee has no oversight responsibility, and is not accountable, for the use or application by the 
Issuer of any of the Bonds authenticated or delivered pursuant to the Indenture or for the use or application of the 
proceeds of such Bonds by the Issuer.  The Trustee has not evaluated the risks, benefits, or propriety of any 
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investment in the Bonds and makes no representation, and has reached no conclusions, regarding the value or 
condition of any assets or revenues pledged or assigned as security for the Bonds, the technical or financial 
feasibility of the Project, or the investment quality of the Bonds, about all of which the Trustee expresses no opinion 
and expressly disclaims the expertise to evaluate. 

BOND OWNERS’ RISKS 

Prospective purchasers of the Bonds should consider carefully all possible factors that may affect the ability of the 
Issuer pay principal of and interest on the Bonds and the ability of the University to pay Rent under the Lease.  The 
Bonds may not be a suitable investment for all prospective purchasers. 

Prospective purchasers should consult their investment advisors before making any decisions as to the purchase of 
the Bonds.  The following discussion, while not setting forth all factors that must be considered, contains some of 
the factors which should be considered prior to purchasing the Bonds.  There can be no assurance that other risk 
factors will not become material in the future. 

Special Obligation of the Issuer 

The Bonds are non-recourse revenue obligations of the Issuer, payable solely from the Trust Estate pledged under 
the Indenture.  No other revenue, receipts, donations, earnings, property, or assets of the Issuer other than those 
included in the Trust Estate are subject to the lien of the Indenture nor is the Issuer in any other way obligated for 
the repayment of the Bonds.  The Issuer is a single purpose entity, is not a governmental unit and has no taxing 
power.  The Issuer has no source of funds available to pay debt service on the Bonds other than the Trust Estate. 

Determination of Taxability 

The excludability of interest on the 2015A Bonds from gross income for federal income tax purposes depends on 
continuing compliance by the Issuer and the University with certain requirements of the Code, including the 
requirement that a portion of the facilities financed or refinanced with the proceeds of the Bonds be owned by an 
organization described in Section 501(c)(3) of the Code.  Upon a Determination of Taxability, the interest on the 
2015A Bonds could become taxable from the date of delivery of the 2015A Bonds, regardless of the date on which 
the event causing such taxability occurs, and the 2015A Bonds would be subject to special mandatory redemption. 

University Lease Obligation 

Neither the University nor any agency of the State is obligated to pay debt service on the Bonds.  The Bonds are not 
an obligation of the University, moral or otherwise.  The University’s sole obligations, including the obligation to 
pay Rent, are those set forth in the Lease.  The University’s obligation to pay Rent under the Lease is payable solely 
from General Revenues.  The University has issued, and is authorized to issue, additional General Revenue 
obligations.  The University may add revenues to its General Revenues, upon compliance with certain conditions, 
and may delete components of General Revenues.   

The University’s ability to derive General Revenues from these sources sufficient to pay its obligations under the 
Lease depends on many factors, some of which are not subject to the control of the University. The following 
discusses some of the factors affecting General Revenues but cannot, however, describe all of the factors that could 
affect General Revenues. 

Uncertainties in the Higher Education Sector.  Through the recession and slow recovery, the U.S. higher education 
sector has faced uncertainties in an environment of rising tuition, changing enrollment trends, high student debt 
burdens, reduced state appropriations, federal funding constraints, competition for sponsored research, lower but 
recovering endowment returns, and gift trends reflecting economic conditions.  In addition, the higher education 
sector has experienced significant demand for capital investment in housing, dining, and other student facilities, and 
in addressing deferred maintenance. The higher education sector has experienced technological changes and a 
growth in online educational options.  
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Patient Revenues; Uncertainties of the Health Care Sector. Patient services revenue is the largest component of 
General Revenues. The University generates patient services revenues through the operation of four hospitals as 
well as neighborhood and other clinics.  The ability of the University to generate patient services revenue depends, 
in part, upon the financial health of the health care sector.  Challenges inherent to the healthcare sector include 
potential funding cuts for Medicare and Medicaid, lower patient volumes, uncertainty over healthcare reform 
implementation and payer reimbursement pressure. The sector has undergone significant legislative and regulatory 
change, and these changes and other factors have led to mergers, acquisitions, consolidations, bankruptcies and 
closures.  The University has entered into a number of recent affiliations, and may enter into future affiliations. The 
University expects a continued period of transition as the University works to align affiliated entities services and 
performance with UW Medicine objectives. 
 
UW Medical Center and UW Medicine's other hospitals have agreements with federal and State agencies and 
commercial insurers that provide for payments at amounts different from gross charges.  The hospitals also provide 
care at no charge or reduced charges to patients who qualify under charity policies.  The payer mix is a key factor in 
the overall financial operating performance of the various UW Medicine components providing patient services 

Tuition and Student Fee Revenues.  Tuition and student fees are the second largest component of General Revenues. 
Certain significant components of General Revenues, most significantly student tuition, are considered fees subject 
to Initiative 960 and therefore cannot be increased without legislative approval.  Tuition is established by the Board 
within the tuition-setting authority delegated by the Legislature.  For fiscal years 2015 and 2016, the Legislature 
reduced tuition levels for resident undergraduate students, and limited future increases to a statutory growth factor.  
In addition to tuition, the University charges its students a variety of other fees.  Initiative 960 requires legislative 
approval of fee increases and any new fee.   

A portion of student tuition and fee revenue is derived from financial aid provided to students.  Federal, State, 
institutional and private funders may not appropriate or approve funding for grant, scholarship, loan and other 
financial aid programs at the same level and under the same terms in the future, which may affect the amount of 
financial aid available to University students.  
 
Uncertainties of State Legislation and Initiatives.  The Legislature considers legislation from time to time that may 
affect the University, including without limitation legislation appropriating funds for higher education, legislation 
authorizing State bonds for the benefit of the University, and legislation regarding public employees, benefits, 
tuition, academic standards, public procurement and contracting, and other matters. The Legislature continues to 
face budgetary pressure as a result of court-mandated increases in K-12 education funding, in light of the State 
constitutional mandate to fund basic education and a 2012 Washington Supreme Court decision that the State was 
not adequately funding basic education to this constitutional standard.  The Court has found that the Legislature's 
2015-2016 budget did not achieve constitutional compliance and has imposed a financial penalty that may be abated 
if the Legislature calls a special session that results in compliance.  It is not clear as of the date of this Official 
Statement whether and how the Legislature will address this order, whether the Legislature will respond with 
additional K-12 funding, whether higher education funding could be affected, and whether the Court will impose 
additional sanctions.  See “UNIVERSITY OF WASHINGTON (THE LESSEE)—Other University Financial 
Information.” 

As described under the heading “INITIATIVES,” State initiative measures have been filed from time to time 
affecting the University or its revenues, including Initiatives 601 and 960.  Various State initiative measures have 
been and may be filed, and approved, from time to time that may have a fiscal impact on the University and/or the 
State, and if affecting the State, may impact State spending on higher education, including State appropriations to the 
University. 
 
Uncertainties of the Federal Budget.  Two of the largest sources of University funding – patient services and grants 
and contracts – benefit directly or indirectly from federal funding.  Research funding from federal sources continues 
to be a large part of the University’s total research revenues. Federal funding, including federal research funding 
and healthcare reimbursement funding, is subject to federal legislative action, including through the federal budget 
process and sequestration.  State and local reductions in funding could also affect University revenues. 



 

 -52-  

Laws and Regulation. The University is subject to federal, State, and local laws and regulations.  Failure by the 
University to comply with, or violations of, statutory and regulatory requirements could result in the loss of federal 
or State grant funds and other consequences.  These statutory and regulatory requirements are subject to change and 
could become more stringent and costly for the University. 

The healthcare industry is subject to numerous laws and regulations of federal, State, and local governments, 
including the Affordable Care Act. These laws and regulations include, but are not limited to, matters such as 
licensure, accreditation, governmental healthcare program participation requirements, reimbursement for patient 
services, privacy of health records, and Medicare and Medicaid fraud and abuse. Government agencies are actively 
conducting investigations concerning possible violations of fraud and abuse statutes and regulations by healthcare 
providers. Violations of these laws and regulations could result in expulsion from government healthcare programs, 
together with the imposition of significant fines and penalties, as well as significant repayments for patient services 
previously billed. Recent regulatory, legislative and accounting activity will impact all entities in UW Medicine 
during fiscal year 2016 and beyond. 

Relationship Between the Lease and the Tax-Exempt Status of the 2015A Bonds.  The tax-exempt status of the 
2015A Bonds depends upon continuing compliance by the Issuer and the University with Code requirements.  If the 
University defaults under the Lease, the Issuer must endeavor to lease this space to other qualifying governmental 
entities or, in the case of a portion of the facility, 501(c)(3) entities.  There are a limited number of State or local 
governmental entities or 501(c)(3) entities within the local area that might be available as potential tenants for the 
Premises, which consist of specialized biomedical research facilities.   

If the Issuer is unable to lease the Premises to another qualifying governmental or, in the case of a portion of the 
facility, 501(c)(3) lessee following a default under the Lease, the Issuer may be required to refund or defease the 
2015A Bonds to avoid a Determination of Taxability.  In that event, the Issuer might attempt to refinance the Bonds 
and relet the Premises to private tenants.  The Issuer may experience delay or difficulty in reletting the Premises and 
defeasing or refunding the 2015A Bonds. 

Costs of Reletting.  The Issuer and, upon certain events of default the Trustee, may re-let the Premises and apply 
revenues therefrom toward payment of the Bonds.  Although the Premises contains some general office space, 
tenant improvements have been completed to meet the research and clinical needs of the SOM and, therefore, the 
Premises may require additional tenant improvements to meet the needs of another tenant.  There can be no 
assurance that the Issuer or Trustee will be able to realize from the re-leasing of the Premises an amount sufficient 
to pay principal of and interest on the Bonds.   

Insurance on the Project 

Under the Lease, the Issuer is required to maintain through the term of the Lease policies of insurance covering loss 
or damage to the Premises in the full amount of its replacement cost.  In the event the Premises are damaged or 
destroyed, there can be no assurance that the insurance proceeds will be sufficient to repair or restore the Project, or 
to redeem or defease all of the then Outstanding Bonds.  Under the Lease, however, if the Issuer is required to repair 
or rebuild uninsured damage pursuant to the terms of the Ground Lease or the Indenture, the Issuer is obligated to 
do so and costs for such repairs or restoration not covered by insurance are to be paid by the University as 
Additional Rent.  See Section 15 of the Lease attached at Appendix A. 

Condemnation of the Project 

If all or a portion of the Premises were condemned, there can be no assurance that any such award or payment will 
be sufficient at the time to redeem or defease all of the then Outstanding Bonds.  See Section 16 of the Lease 
attached at Appendix A. 

No Acceleration of Rent 

In the event of a payment-related default under the Indenture, the Trustee may accelerate the Bonds and declare the 
Bonds to be due and payable.  Nothing in the Lease, however, permits the Issuer or the Trustee to accelerate Rent.  
Upon an acceleration of the Bonds, the Trustee will pursue all available remedies, including but not limited to 
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foreclosing on the Leasehold Deed of Trust, but there can be no assurance that sufficient funds will be available at 
the time to redeem or defease all of the then outstanding Bonds. 

Project Construction  

Under the Lease, the Issuer is obligated to exercise reasonable commercial best efforts to build the Project 
improvements, in accordance with plans and specifications developed by the University and the Issuer.  The Issuer 
is obligated to pay Project Costs from Bond proceeds.  Under the Lease the University has covenanted that, to the 
extent that Project Costs are in excess of the Project Funds, the University will pay all costs to complete the Project 
as the same become due and payable.  To the extent any Project Costs are incurred that have not been approved by 
the University, the University has the right to direct or join claims under the Ground Lease, Development 
Management Agreement, General Construction Contract, Architect’s Agreement, any warranty or other project 
contract.  See “THE PROJECT” and the copies of the Lease and Ground Lease attached at Appendix A.  

Earthquake Activity; Other Natural Disasters 

The Project is located in an area of seismic activity, with frequent small earthquakes and occasional moderate and 
larger earthquakes.  The Issuer and University can give no assurance regarding the effect of an earthquake, a 
tsunami from seismic activity in the State or in other areas, a volcano, mudslide or other natural disaster or that the 
University's self-insurance reserves or proceeds of insurance carried by the Issuer or the University, if any, would 
be sufficient, if available, to rebuild and reopen the Project or surrounding facilities and infrastructure could or 
would be rebuilt and reopened in a timely manner following a major earthquake or other natural disaster.  Following 
commencement of and during construction, the Ground Lease requires that builder's risk insurance be maintained 
upon the entire work on the Property in the amount of 100% replacement value against "all risks" of physical loss or 
damage to the property insured, including earth movement and flood (subject to reasonable and appropriate limits or 
as otherwise commercially available in the insurance marketplace).  There can be no assurance that such amount 
will be sufficient to repair damage.  After the Rent Commencement Date, there is no requirement that any 
commercial property insurance policy carried by the University include earthquake coverage.  See Section 15 of the 
Lease included in Appendix A.   

Remedies 

In the event of default under the Indenture, the Trustee may exercise certain remedies under the Indenture and the 
Other Documents.  In the event of a monetary default under the Indenture, the Trustee has the right to enter and take 
possession of the Premises, and the Trustee may hold, operate, manage or re-let the Premises and apply revenues 
therefrom toward payment of the Bonds.  Although the Premises will contain general office and administrative 
space, the Premises constitute a special purpose research and clinical facility for the University and, thus, could be 
converted to other uses only with significant additional expense.  Accordingly, there can be no assurance that the 
Trustee will be able to realize from the re-leasing of the Premises an amount sufficient to pay principal of and 
interest on the Bonds.  In addition, the Trustee may incur significant operating costs in connection with re-leasing 
and re-leasing creates liability and the risk of possible damage to the Premises.  Additionally, remedies allowing the 
Trustee to hold, operate, manage, re-let or sell its interest in the Premises after the Lease is terminated are limited by 
the possible termination of the Ground Lease pursuant to an Event of Default thereunder.  Possible termination of 
the Ground Lease may make re-leasing more difficult. 

Limitation on Trustee’s Obligations under the Indenture 

The Trustee has no obligation to advance its own funds to pursue any remedies.  As a consequence, the Trustee’s 
willingness and ability to pursue any of the remedies provided in the Principal Documents may be dependent upon 
the availability of funds from an interested party.  Additionally, the Trustee is not required to acquire possession of 
the Premises if doing so subjects it to Comprehensive Environmental Response Compensation and Liability Act of 
1980 liability and is relieved of its liability if it is unable to perform its duties due to acts of God as described in the 
Indenture.  There can be no assurance the Trustee will be willing and able to perform its duties under the Indenture. 
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Limitations on Enforceability 

The enforcement of any remedies provided in the Ground Lease, the Lease, the Leasehold Deed of Trust and the 
Indenture could prove both expensive and time consuming.  The rights and remedies provided in the Ground Lease, 
the Lease, the Leasehold Deed of Trust and the Indenture may be limited by federal bankruptcy laws, as now or 
hereafter enacted, and other applicable bankruptcy, insolvency, reorganization, moratorium or similar laws relating 
to or affecting the enforcement of creditors’ rights generally, now or hereafter in effect.  The various legal opinions 
to be delivered concurrently with the delivery of the Bonds will be qualified as to the enforceability of the various 
legal instruments, by limitations imposed by bankruptcy, reorganization, insolvency or other similar laws affecting 
the rights of creditors generally and by general principles of equity. 

Bankruptcy proceedings, or the exercise of powers by the federal or State government, if initiated, could subject the 
Owners of the Bonds to judicial discretion and interpretation of their rights in bankruptcy or otherwise, and 
consequently may entail risks of delay, limitation, or modification of their rights.  See the Ground Lease and Lease 
attached as Appendix A for a discussion of the contractual rights of the Trustee under the Ground Lease and Lease 
in the event of a proceeding by the Ground Lessor or the Issuer under the U.S. Bankruptcy Code.  Under 
Washington State law, “taxing districts” are authorized to voluntarily file a petition for bankruptcy under the federal 
bankruptcy code.  The State is not authorized to file a petition for bankruptcy.  Although the University is a political 
subdivision in some contexts, it is not considered a taxing district under State property, excise or other tax statutes 
and does not having taxing power.  Accordingly, it is not clear that the University has authority under State law to 
voluntarily file a petition for bankruptcy.  State law does not provide for involuntary bankruptcy against the State or 
its political subdivisions. 

INITIATIVES 
State Initiatives and Referenda 

Under the State Constitution, the voters of the State have the ability to initiate legislation and to modify existing 
laws through the powers of initiative and referendum.  An initiative measure is submitted to the voters (if an 
initiative to the people) or to the Legislature (if an initiative to the Legislature) if certified by the Secretary of State.  
An initiative or referendum approved by a majority of voters may not be amended or repealed by the Legislature 
within a period of two years following enactment, except by a vote of two-thirds of all the members elected to each 
house of the Legislature.  After two years, the law is subject to amendment or repeal by the Legislature in the same 
manner as other laws. 

Initiative 601 

Initiative 601, approved by State voters in 1993, limits State expenditures and revenues.  Under Initiative 601, the 
State generally is prohibited from increasing expenditures from the State’s general fund and related funds during 
any fiscal year by more than the fiscal growth factor, which equals the average growth in State personal income for 
the prior ten fiscal years. Initiative 601 also limits State revenue increases.   

Finally, Initiative 601 provides that no fee may increase in any fiscal year by a percentage greater than the fiscal 
growth factor without prior legislative approval.  The term “fee” is not defined in the initiative, so the University 
has interpreted informal guidance from the State Attorney General’s Office to identify specific types of University 
fees as either covered by or exempt from Initiative 601.  Under the policy, mandatory fees related to the regular 
State-funded instructional program or other degree-granting education programs are considered subject to Initiative 
601. Other University fees are considered proprietary and not subject to the Initiative 601 limitation. 

Initiative 960 

Initiative 960, approved by State voters in November 2007, amended Initiative 601 to require legislative approval of 
all fee increases without regard to a fiscal growth factor.  Initiative 960 also requires legislative approval of any new 
fee.  Initiative 960 did not amend or define the term “fee” used in Initiative 601.  On January 31, 2008, the State 
Office of Financial Management distributed to State agencies an informal memorandum (the “OFM Memo”).  
Under the reasoning of the OFM Memo (and the University policy interpreting Initiative 601), certain components 
of General Revenues, most significantly, student tuition, are considered fees subject to Initiative 960 and therefore 
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cannot be increased without legislative approval.  Other fees collected through proprietary transactions are also 
included in General Revenues, but would not be considered fees subject to Initiative 960 under the reasoning of the 
OFM Memo. 

In the event that Initiative 960 were applied to limit the University’s ability to increase fees that contribute to 
General Revenues, the University would, if necessary, seek to obtain legislative approval for fee increases or would 
pursue alternative revenue sources, program cuts or reallocations. 

Other Initiatives 

State initiative measures have been filed from time to time affecting the University or its revenues, including 
Initiatives 601 and 960.  Initiative 1366 has been filed and has received sufficient signatures to be placed on the 
November 2016 ballot.  Initiative 1366 would cut the State sales tax from 6.5 percent to 5.5 percent unless by April 
2016 the Legislature approves a constitutional amendment to require a two-thirds vote to raise revenue.  Litigation 
has been filed challenging the initiative. 

UNDERWRITING 

The 2015A Bonds are being purchased by Barclays Capital Inc., Citigroup Global Markets Inc., Wells Fargo 
Securities, and Backstrom McCarley Berry & Co., LLC (together, the “Underwriters”) at an aggregate price of 
$118,242,236.14 (representing the aggregate principal amount of the 2015A Bonds, plus a net original issue 
premium of $10,926,041.05, and less an Underwriters’ discount of $298,804.91).  The 2015B Bonds are being 
purchased by the Underwriters at an aggregate price of $24,387,098.02 (representing the aggregate principal 
amount of the 2015B Bonds, less an Underwriters’ discount of $67,901.98).  The initial public offering prices set 
forth on the inside cover hereof may be changed from time to time by the Underwriters.  The Underwriters may 
offer and sell the Bonds into unit investment trusts or money market funds, certain of which may be sponsored or 
managed by the purchaser, at prices lower than the public offering prices stated on the inside cover hereof. 
 
The Underwriters and their respective affiliates are full service financial institutions engaged in various activities, 
which may include securities trading, commercial and investment banking, financial advisory, investment 
management, principal investment, hedging, financing and brokerage services.  Certain of the Underwriters and 
their respective affiliates have, from time to time, performed, and may in the future perform, various financial 
advisory and investment banking services for the University and the Issuer, for which they received or will receive 
customary fees and expenses. 
 
In the ordinary course of their various business activities, the Underwriters and their respective affiliates may make 
or hold a broad array of investments and actively trade debt and equity securities (or related derivative securities, 
which may include credit default swaps) and financial instruments (including bank loans) for their own account and 
for the accounts of their customers and may at any time hold long and short positions in such securities and 
instruments. Such investment and securities activities may involve securities and instruments of the University and 
the Issuer. The Underwriters and their respective affiliates may also communicate independent investment 
recommendations, market color or trading ideas and/or publish or express independent research views in respect of 
such assets, securities or instruments and may at any time hold, or recommend to clients that they should acquire, 
long and/or short positions in such assets, securities and instruments. 
 
Citigroup Global Markets Inc., an underwriter of the Bonds, has entered into a retail distribution agreement with 
UBS Financial Services Inc. (“UBSFS”).  Under this distribution agreement, Citigroup Global Markets Inc. may 
distribute municipal securities to retail investors through the financial advisor network of UBSFS.  As part of this 
arrangement, Citigroup Global Markets Inc. may compensate UBSFS for its selling efforts with respect to the 
Bonds. 
 
Wells Fargo Securities is the trade name for certain securities-related capital markets and investment banking 
services of Wells Fargo & Company and its subsidiaries, including Wells Fargo Bank, National Association.  Wells 
Fargo Bank, National Association (“WFBNA”), one of the underwriters of the Bonds, has entered into an 
agreement (the "Distribution Agreement") with its affiliate, Wells Fargo Advisors, LLC (“WFA”), for the 
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distribution of certain municipal securities offerings, including the Bonds.  Pursuant to the Distribution Agreement, 
WFBNA will share a portion of its underwriting or remarketing agent compensation, as applicable, with respect to 
the Bonds with WFA.  WFBNA also utilizes the distribution capabilities of its affiliate Wells Fargo Securities, LLC 
(“WFSLLC”), for the distribution of municipal securities offerings, including the Bonds.  In connection with 
utilizing the distribution capabilities of WFSLLC, WFBNA pays a portion of WFSLLC’s expenses based on its 
municipal securities transactions.  WFBNA, WFSLLC, and WFA are each wholly-owned subsidiaries of Wells 
Fargo & Company. 
 

CERTAIN LEGAL MATTERS 

Litigation 

At the time of delivery of and payment for the Bonds, the Issuer will deliver a certificate stating that there is no 
litigation then pending or threatened to restrain or enjoin the issuance, sale, execution or delivery of the Bonds, 
application of the proceeds of the Bonds as contemplated by the Indenture, the financing and acquisition of the 
Project, or in any way contesting or affecting the validity of the Bonds, any proceedings of the Issuer taken with 
respect to the issuance or sale thereof, the pledge or application of any money or security provided for the payment 
of the Bonds, the existence or powers of the Issuer or the title of any officers of the Issuer to their respective 
positions.   

At the time of delivery of and payment of the Bonds, the University will deliver a certificate regarding the absence 
of litigation challenging the Lease or the University’s authority in connection with the Lease. 

Legal Opinions 

Legal matters incident to the authorization, issuance and sale of the Bonds by the Issuer are subject to the approving 
legal opinion of Pacifica Law Group LLP, Seattle, Washington, Bond Counsel and to the opinion of counsel to the 
Issuer, Hillis Clark Martin & Peterson P.S., Seattle, Washington.  A copy of the opinion of Bond Counsel is 
attached hereto as Appendix D.  Counsel to the Issuer has reviewed this Official Statement only to confirm that the 
portion of it describing the Issuer is true and correct.  Certain legal matters will be passed upon for the Underwriters 
and the Development Manager by Foster Pepper PLLC, Seattle, Washington.  

CONTINUING DISCLOSURE 

The Issuer and the University will enter into Continuing Disclosure Undertakings to meet the requirements of SEC 
Rule 15c2-12(b)(5) (the “Rule”), as applicable to the Underwriters for the Bonds for the benefit of holders of the 
Bonds to provide or cause to be provided, either directly or through a designated agent, to the Municipal Securities 
Rulemaking Board (“MSRB”), annual financial information (“annual financial information”) to the MSRB and 
timely notice of the occurrence of material events as more fully described in Appendix E to this Official Statement.   

This is the first undertaking of the Issuer. 

In reviewing its continuing disclosure filings on EMMA, the University determined that, while it had timely filed its 
annual financial and operating information in the form of its UW Bondholders Report in connection with its General 
Revenue Bonds, this UW Bondholders Report was not linked to the CUSIP numbers for all bonds issued by or on 
behalf of the University.  On July 16, 2014, the University re-filed its UW Bondholders reports for the years ended 
June 30, 2010 through June 30, 2013, to link these reports to the CUSIP numbers for outstanding bond issues.   

With respect to notices of material or listed events, the University provided notice of certain insurer ratings 
downgrades, but has determined that notices had not been filed for every ratings event.  On August 8, 2013, the 
University filed notices regarding the downgrade of the insurer of the 2005 Bonds, and on June 16, 2014, the 
University filed a supplemental notice of insurer rating changes for outstanding insured bond issues.  See 
“APPENDIX E—FORMS OF CONTINUING DISCLOSURE UNDERTAKINGS OF THE ISSUER AND THE 
UNIVERSITY.” 
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TAX MATTERS 

2015 Bonds.  In the opinion of Bond Counsel, interest on the 2015A Bonds is excludable from gross income for 
federal income tax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax 
imposed on individuals and corporations; however, interest on the 2015A Bonds is taken into account in 
determining adjusted current earnings for the purpose of computing the alternative minimum tax imposed on certain 
corporations. 
 
Federal income tax law contains a number of requirements that apply to the 2015A Bonds, including investment 
restrictions, periodic payments of arbitrage profits to the United States, requirements regarding the use of proceeds 
of the 2015A Bonds and the facilities financed or refinanced with proceeds of the 2015A Bonds and certain other 
matters.  The Issuer and the University have covenanted to comply with all applicable requirements. 
 
The Issuer and University intend to elect to designate a portion of the 2015A Bonds to be issued as qualified 
501(c)(3) bonds and, if so designated, facilities financed or refinanced with that portion of the 2015A Bonds will be 
required to be used by organizations described in Section 501(c)(3) of the Code or by state or local governmental 
entities such as the University.  Bond Counsel’s opinion is subject to the condition that the Issuer and the University 
comply with the above-referenced covenants and, in addition, will rely on representations by the Issuer and the 
University and their advisors with respect to matters solely within the knowledge of the Issuer and the University 
and their advisors, respectively, which Bond Counsel has not independently verified.  If the Issuer or the University 
fails to comply with such covenants or if the foregoing representations are determined to be inaccurate or 
incomplete, interest on the 2015A Bonds could be included in gross income for federal income tax purposes 
retroactively to the date of issuance of the 2015A Bonds, regardless of the date on which the event causing 
taxability occurs.   
 
Except as expressly stated above, Bond Counsel expresses no opinion regarding any other federal or state income 
tax consequences of acquiring, carrying, owning or disposing of the 2015A Bonds.  Registered Owners of the 
2015A Bonds should consult their tax advisors regarding the applicability of any collateral tax consequences of 
owning the 2015A Bonds, which may include original issue discount, original issue premium, purchase at a market 
discount or at a premium, taxation upon sale, redemption or other disposition, and various withholding 
requirements. 
 
Prospective purchasers of the 2015A Bonds should be aware that ownership of the 2015A Bonds may result in 
collateral federal income tax consequences to certain taxpayers, including, without limitation, financial institutions, 
property and casualty insurance companies, individual recipients of Social Security or Railroad Retirement benefits, 
certain S corporations with “excess net passive income,” foreign corporations subject to the branch profits tax, life 
insurance companies and taxpayers who may be deemed to have incurred or continued indebtedness to purchase or 
carry or have paid or incurred certain expenses allocable to the 2015A Bonds.  Bond Counsel expresses no opinion 
regarding any collateral tax consequences.  Prospective purchasers of the 2015A Bonds should consult their tax 
advisors regarding collateral federal income tax consequences. 
 
Payments of interest on tax-exempt obligations such as the 2015A Bonds, are in many cases required to be reported 
to the Internal Revenue Service (the “IRS”).  Additionally, backup withholding may apply to any such payments 
made to any owner who is not an “exempt recipient” and who fails to provide certain identifying information.  
Individuals generally are not exempt recipients, whereas corporations and certain other entities generally are exempt 
recipients. 
 
Bond Counsel’s opinion is not a guarantee of result and is not binding on the IRS; rather, the opinion represents 
Bond Counsel’s legal judgment based on its review of existing law and in reliance on the representations made to 
Bond Counsel and the University’s and Issuer’s compliance with their respective covenants.  The IRS has 
established an ongoing program to audit tax-exempt obligations to determine whether interest on such obligations is 
includable in gross income for federal income tax purposes.  Bond Counsel cannot predict whether the IRS will 
commence an audit of the 2015A Bonds.  Registered Owners of the 2015A Bonds are advised that, if the IRS does 
audit the 2015A Bonds, under current IRS procedures, at least during the early stages of an audit, the IRS will treat 
the Issuer as the taxpayer, and the Registered Owners of the 2015A Bonds may have limited rights to participate in 



 

 -58-  

the audit.  The commencement of an audit could adversely affect the market value and liquidity of the 2015A Bonds 
until the audit is concluded, regardless of the ultimate outcome. 
 
In addition, Bond Counsel has relied, among other things, on the opinion of Hillis Clark Martin & Peterson P.S., 
Counsel to the Issuer, regarding the current qualification of the Issuer as an organization described in Section 
501(c)(3) of the Code, and such opinion relies on the opinion of Dentons US LLP, Counsel to HEDC, regarding the 
current qualification of HEDC as an organization described in Section 501(c)(3) of the Code.  Such opinions are 
subject to a number of qualifications and limitations.   
 
Proposed Tax Legislation; Miscellaneous.  Tax legislation, administrative actions taken by tax authorities, and court 
decisions may cause interest on the 2015A Bonds to be subject, directly or indirectly, to federal income taxation or 
to be subject to or exempted from state income taxation, or otherwise prevent the beneficial owners of the 2015A 
Bonds from realizing the full current benefit of the tax status of such interest.  In addition, such legislation or 
actions (whether currently proposed, proposed in the future or enacted) could affect the market price or 
marketability of the 2015A Bonds.  Proposals have been made that could significantly reduce the benefit of, or 
otherwise affect, the exclusion from gross income for federal tax purposes of interest on obligations such as the 
2015A Bonds.  Prospective purchasers of the 2015A Bonds should consult their own tax advisors regarding any 
pending or proposed federal or state tax legislation, regulations or litigation, and its impact on their individual 
situations, as to which Bond Counsel expresses no opinion. 
 
The following advice was written to support the promotion or marketing of the 2015B Bonds.  This advice is 
not intended or written by Bond Counsel to be used, and may not be used, by any person or entity for the 
purpose of avoiding any penalties that may be imposed on any person or entity under the U.S. Internal 
Revenue Code.  Prospective purchasers of the 2015B Bonds should seek advice based on their particular 
circumstances from an independent tax advisor.  

2015B Bonds.  The following discussion describes aspects of the principal U.S. federal tax treatment of U.S. 
persons that are beneficial owners (“Owners”) of the 2015B Bonds.  This summary is based on the Internal Revenue 
Code of 1986, as amended to the date hereof (the “Code”), published revenue rulings, administrative and judicial 
decisions, and existing and proposed Treasury regulations (all as of the date hereof and all of which are subject to 
change, possibly with retroactive effect). 
 
This summary discusses only 2015B Bonds held as capital assets within the meaning of Section 1221 of the Code.  
It does not discuss all of the tax consequences that may be relevant to an Owner in light of its particular 
circumstances or to Owners subject to special rules, such as certain financial institutions, insurance companies, tax-
exempt organizations, foreign taxpayers, taxpayers who may be subject to the alternative minimum tax or personal 
holding company provisions of the Code, dealers in securities or foreign currencies, Owners holding the 2015B 
Bonds as part of a hedging transaction, “straddle,” conversion transaction, or other integrated transaction, or 
Owners whose functional currency (as defined in Section 985 of the Code) is not the U.S. dollar.  Except as stated 
herein, this summary describes no federal, state or local tax consequences resulting from the ownership of, receipt 
of interest on, or disposition of, the Bonds.  ACCORDINGLY, INVESTORS WHO ARE OR MAY BE 
DESCRIBED WITHIN THIS PARAGRAPH SHOULD CONSULT THEIR OWN TAX ADVISORS 
REGARDING THE UNITED STATES FEDERAL INCOME TAX CONSEQUENCES TO SUCH INVESTORS, 
AS WELL AS TAX CONSEQUENCES ARISING UNDER THE LAWS OF ANY STATE, LOCAL, OR 
FOREIGN TAXING JURISDICTION OR UNDER ANY APPLICABLE TAX TREATY, OF PURCHASING, 
HOLDING, OWNING AND DISPOSING OF THE 2015B BONDS. 
 
For purposes of this discussion, a “U.S. person” means an individual who, for U.S. federal income tax purposes, is 
(a) a citizen or resident of the United States, (b) a corporation, partnership or other entity created or organized in or 
under the laws of the United States or any political subdivision thereof, (c) an estate, the income of which is subject 
to U.S. federal income taxation regardless of its source of income, or (d) a trust, if either: (i) a United States court is 
able to exercise primary supervision over the administration of the trust, and one or more United States persons 
have the authority to control all substantial decisions of the trust or (ii) a trust has a valid election in effect to be 
treated as a United States person under the applicable treasury regulations.  The term also includes nonresident alien 
individuals, foreign corporations, foreign partnerships, and foreign estates and trusts (“Foreign Owners”) to the 
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extent that their ownership of the Bonds is effectively connected with the conduct of a trade or business within the 
United States, as well as certain former citizens and residents of the United States who, under certain circumstances, 
are taxed on income from U.S. sources as if they were citizens or residents.  It should also be noted that certain 
“single member entities” are disregarded for U.S. federal income tax purposes.  Such Foreign Owners and Owners 
who are single member non-corporate entities, should consult with their own tax advisors to determine the U.S. 
federal, state, local, and other tax consequences that may be relevant to them.   
 
In General.  Interest derived from a 2015B Bond by an Owner is subject to U.S. federal income taxation.  In 
addition, a 2015B Bond held by an individual who, at the time of death, is a U.S. person is subject to U.S. federal 
estate tax. 
 
Payments of Interest.  Interest, including additional amounts of cash and interest, if any, paid on the 2015B Bonds 
will generally be taxable to Owners as ordinary interest income at the time it accrues or is received, in accordance 
with the Owner’s method of accounting for U.S. federal income tax purposes.  Owners who are cash-method 
taxpayers will be required to include interest in income upon receipt of such interest income; whereas Owners who 
are accrual-method taxpayers will be required to include interest as it accrues, without regard to when interest 
payments are actually received. 
 
Disposition or Retirement.  Upon the sale, exchange or other disposition of a 2015B Bond, or upon the retirement of 
a 2015B Bond, an Owner will recognize capital gain or loss equal to the difference, if any, between the amount 
realized upon the disposition or retirement (reduced by any amounts attributable to accrued but unpaid interest, 
which will be taxable as such) and the Owner’s adjusted tax basis in the 2015B Bond.  Any such gain or loss will be 
United States source gain or loss for foreign tax credit purposes.  If the Issuer defeases any 2015B Bonds, such 
2015B Bonds may be deemed to be retired and “reissued” for federal income tax purposes as a result of the 
defeasance.  In such event, the Owner of a 2015B Bond would recognize a gain or loss on the Bond at the time of 
defeasance. 
 
The Code contains a number of provisions relating to the taxation of securities such as the 2015B Bonds (including, 
but not limited to the tax treatment of and accounting of interest, premium, original issue discount and market 
discount thereon, gain from the sale, exchange of other disposition thereof and withholding tax on income 
therefrom) that may affect the taxation of certain owners, depending on their particular tax situations. 
 
The federal tax discussion set forth above is included for general information only and may not be applicable 
depending upon an Owner’s particular situation.  Investors should consult their own tax advisors concerning 
the tax implications of holding and disposing of the 2015B Bonds under applicable state or local laws.  
Foreign investors should also consult their own tax advisors regarding the tax consequences unique to 
investors who are not U.S. persons. 

Qualified Tax-Exempt Obligations 

The Issuer has not designated the Bonds as “qualified tax-exempt obligations” within the meaning of Section 
265(b)(3)(B) of the Code. 
 
Premium 

An amount equal to the excess, if any, of the purchase price of a bond over its stated redemption price at maturity 
constitutes premium on that 2015A Bond.  A purchaser of a 2015A Bond must amortize any premium over that 
2015A Bond’s term using constant yield principles, based on the 2015A Bond’s yield to maturity.  As premium is 
amortized, the purchaser’s basis in the 2015A Bond and the amount of tax-exempt interest received will be reduced 
by the amount of amortizable premium properly allocable to the purchaser.  This will result in an increase in the 
gain (or decrease in the loss) to be recognized for federal income tax purposes on sale or disposition of the 2015A 
Bond prior to its maturity.  Even though the purchaser’s basis is reduced, no federal income tax deduction is 
allowed.  Purchasers of 2015A Bonds at a premium, whether at the time of initial issuance or subsequent thereto, 
should consult their tax advisors with respect to the determination and treatment of premium for federal income tax 
purposes and the state and local tax consequences of owning such 2015A Bonds. 
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Original Issue Discount 

The initial public offering price of the Original Issue Discount Bonds is less than the stated redemption price at 
maturity.  In such case, the difference between (i) the stated amount payable at the maturity of an Original Issue 
Discount Bond and (ii) the initial public offering price of that Original Issue Discount Bond constitutes original 
issue discount with respect to that Original Issue Discount Bond in the hands of the owner who purchased that 
Original Issue Discount Bond at the initial public offering price in the initial public offering of the 2015A Bonds.  
The initial owner is entitled to exclude from gross income (as defined in Section 61 of the Code) an amount of 
income with respect to an Original Issue Discount Bond equal to that portion of the amount of the original issue 
discount allocable to the period that such Original Issue Discount Bond continues to be owned by the initial owner. 
 
In the event of the redemption, sale or other taxable disposition of an Original Issue Discount Bond prior to its 
stated maturity, however, the amount realized by the initial owner in excess of the basis of the Original Issue 
Discount Bond in the hands of its initial owner (adjusted upward by the portion of the original issue discount 
allocable to the period for which such 2015A Bond was held by the initial owner) is includable in gross income.  
Purchasers of Original Issue Discount Bonds should consult their tax advisors regarding the determination and 
treatment of original issue discount for federal income tax purposes and the state and local tax consequences of 
owning Original Issue Discount Bonds. 

ERISA CONSIDERATIONS 

The Employee Retirement Income Security Act of 1974, as amended (“ERISA”), imposes certain requirements on 
employee plans subject to Title I of ERISA (“ERISA Plans”), and on those persons who are fiduciaries with respect 
to ERISA Plans.  Investments by ERISA Plans are subject to ERISA’s general fiduciary requirements under Title I, 
Part 4 of ERISA, including, but not limited to, the requirements of investment prudence and diversification and the 
requirement that an ERISA Plan’s investments be made in accordance with the documents governing the ERISA 
Plan. 
 
Section 406 of ERISA and Section 4975 of the Code prohibit certain transactions involving the assets of an ERISA 
Plan (as well as those plans that are not subject to Title I of ERISA but are subject to Section 4975 of the Code, 
such as individual retirement accounts (together with ERISA Plans, “Plans”)) and certain persons (referred to as 
“parties in interest” or “disqualified persons” (each a “Party in Interest”)) having certain relationships to such Plans, 
unless a statutory or administrative exemption is applicable to the transaction.  A Party in Interest who engages in a 
prohibited transaction may be subject to excise taxes and other penalties and liabilities under ERISA and the Code. 
 
The fiduciary of a Plan that proposes to purchase and hold any 2015B Bonds should consider, among other things, 
whether such purchase and holding may involve (a) the direct or indirect extension of credit to a Party in Interest, 
(b) the sale or exchange of any property between a Plan and a Party in Interest and (c) the transfer to, or use by or 
for the benefit of, a Party in Interest, of any Plan assets within the meaning of 29 CFR Sec. 2510.3-102 as modified 
by ERISA Section 3(42). Depending on the identity of the Plan fiduciary making the decision to acquire or hold 
2015B Bonds on behalf of a Plan and other factors, U.S. Department of Labor Prohibited Transaction Class 
Exemption (“PTCE”) 75-1 (relating to certain broker-dealer transactions), PTCE 84-14 (relating to transactions 
effected by independent “qualified professional asset managers”), PTCE 90-1 (relating to investments by insurance 
company pooled separate accounts), PTCE 91-38 (relating to investments by bank collective investment funds), 
PTCE 95-60 (relating to investments by an insurance company general account), or PTCE 96-23 (relating to 
transactions directed by certain “in-house asset managers”) (collectively, the “Class Exemptions”) could provide an 
exemption from the prohibited transaction provisions of ERISA and Section 4975 of the Code.  In addition, Section 
408(b)(17) of ERISA and Section 4975(d)(20) of the Code generally provide for a statutory exemption from the 
prohibitions of Section 406(a) of ERISA and Section 4975 of the Code for certain transactions between Plans and 
persons who are Parties in interest solely by reason of providing services to such Plans or that are affiliated with 
such service providers, provided generally that such persons are not fiduciaries (or affiliates of such fiduciaries) 
with respect to the “plan assets” of any Plan involved in the transaction and that certain other conditions are 
satisfied. 
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By its acceptance of a 2015B Bond, each Beneficial Owner will be deemed to have represented and warranted that 
either (a) no “plan assets” of any Plan have been used to purchase such 2015B Bond, or (b) the Underwriters are not 
a Party in Interest with respect to the “plan assets” of any Plan used to purchase such 2015B Bond, or (c) the 
purchase and holding of such 2015B Bonds is exempt from the prohibited transaction restrictions of ERISA and 
Section 4975 of the Code pursuant to a statutory exemption or an administrative class exemption. 
 
Each Plan fiduciary (and each fiduciary for a governmental or church plan subject to the rules similar to those 
imposed on Plans under ERISA) should consult with its legal advisor concerning an investment in any of the 2015B 
Bonds. 
 

OTHER BOND INFORMATION 

Ratings 

Ratings of “Aa1” and “AA+” have been assigned to the Bonds by Moody’s Investors Service and Standard & 
Poor’s Ratings Services, respectively.  Such ratings reflect only the views of the rating organizations and an 
explanation of the significance of the ratings may be obtained from the rating agencies.  There is no assurance that 
the ratings will continue for any given period of time or that they will not be revised downward or withdrawn 
entirely by the rating agencies if, in the judgment of the agencies, circumstances so warrant.  Any such downward 
revision or withdrawal of any of the ratings could have an adverse effect on the market price of the Bonds. 

Financial Advisor 

The University has retained Piper Jaffray & Co., as financial advisor (the “Financial Advisor”) in connection with 
the preparation of the University’s plan of financing and with respect to the Bonds.  The Financial Advisor is not 
obligated to undertake, and has not undertaken, to make any independent verification or to assume responsibility for 
the accuracy, completeness, or fairness of the information contained in this Official Statement.  While under 
contract to the University, the Financial Advisor may not participate in the underwriting of any University debt, 
including leases. 
 
Potential Conflicts 

Some or all of the fees of the Underwriters, Bond Counsel, University Counsel, Issuer’s Counsel and Underwriters’ 
Counsel are contingent upon the sale of the Bonds.  Furthermore, Bond Counsel serves as counsel to the University 
in connection with certain matters related to the Project, and from time to time Bond Counsel or Underwriters’ 
Counsel may serve as counsel to the University, the Underwriters, and to other parties involved with the Bonds with 
respect to transactions other than the issuance of the Bonds.  Underwriter's Counsel is serving as counsel to the 
Development Manager in connection with the Project.  None of the directors or other officers of the Issuer of the 
University have interests in the issuance of the Bonds or the Project that are prohibited by applicable law. 

Independent Auditor 

The selected financial statements of the University for the fiscal years ended June 30, 2014 and 2013 and included 
as Appendix B to this Official Statement have been audited by KPMG LLP (“KPMG”).  KPMG has not been 
engaged to perform and has not performed, since the date of its report included therein, any procedures on the 
financial statements addressed in that report.  KPMG also has not performed any procedures relating to this Official 
Statement. 
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Official Statement 

All forecasts, estimates and other statements in this Official Statement involving matters of opinion, whether or not 
expressly so stated, are intended as such and not as representations of fact.  This Official Statement is not intended 
to be construed as a contract or agreement between the Issuer and the purchasers or holders of any of the Bonds. 

At the time of the delivery of the Bonds, one or more officials of the Issuer and the University will furnish a 
certificate stating that, to the best of his or her knowledge and belief at the time of the sale or delivery of the Bonds, 
this Official Statement and information furnished by the Issuer and the University supplemental thereto did not and 
do not contain any untrue statements of material fact or omit to state a material fact necessary in order to make the 
statements made, in light of the circumstances under which they were made, not misleading in any material respect. 

The Issuer and the University have authorized the execution and delivery of this Official Statement. 

WBRP 3.2 
 
 
 
By:   /s/ John A. Finke    

Vice President 
 

University of Washington 
 
 
 
By:   /s/ Chris Malins    

Authorized University Representative 
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INDENTURE OF TRUST 
 
 THIS INDENTURE OF TRUST, made and dated as of October 1, 2015, by and between 
WBRP 3.2, a Washington nonprofit corporation (“WBRP”), and U.S. BANK NATIONAL 
ASSOCIATION, a national banking association, organized and existing under the laws of the 
United States of America and having a corporate trust office in Seattle, Washington, not in its 
individual capacity but solely as trustee, as Trustee (the “Trustee”); 
 

W I T N E S S E T H: 
 
 WHEREAS, WBRP is a Washington nonprofit corporation and is an organization 
described under Section 501(c)(3) of the federal Internal Revenue Code of 1986, as amended 
(the “Code”); and 
 

WHEREAS, WBRP has determined to undertake, on behalf of the University of 
Washington (the “University”) the permitting, design, construction and equipping of biomedical, 
clinical treatment, and office and general administrative facilities (the “Project”) on property 
situated in the South Lake Union area of Seattle, Washington (the “Leased Property”), and leased 
from City Investors XII L.L.C. under the terms of a Ground Lease, dated as of July 30, 2010, as 
amended December 1, 2010, and as extended on September 30, 2015 (the “Ground Lease”); and 

 
WHEREAS, WBRP and the University have entered into a Facilities Lease for 

Biomedical Facilities, Seattle, Washington, dated as of October 1, 2015 (the “Lease”) under 
which WBRP will lease the Leased Property, the Project and WBRP’s rights under a Reciprocal 
Easements Agreement to the University (collectively, the “Premises”); and 

 
WHEREAS, on September 10, 2015, the Board of Regents of the University approved 

the Project, the issuance of the Bonds (hereinafter defined) and the future acceptance of the title 
to the Premises; and 

 
WHEREAS, WBRP and the University have determined that the most cost-effective 

method of financing the Project is through the issuance of a series of tax-exempt bonds pursuant 
to Rev. Rul. 63-20 of the U.S. Treasury, as further amended and updated by Rev. Rul. 82-26 
(together, the “Ruling”) under the Code, together with a series of taxable bonds; and 
 
 WHEREAS, on September 16, 2015, the Board of Directors of WBRP adopted its 
Resolution approving the issuance by WBRP of the Bonds and providing that unencumbered title 
to the Premises (or the portion of the Premises allocable to the tax-exempt Bonds issued under 
the Ruling if the taxable Bonds are then outstanding) shall be delivered to the University at the 
time that all tax-exempt Bonds are paid or defeased; and 
 
 WHEREAS, to provide for the authentication and delivery of the Bonds, to establish and 
declare the terms and conditions upon which the Bonds are to be issued and secured and to 
secure the payment of the principal thereof and interest thereon, WBRP has authorized the 
execution and delivery of this Indenture; and 
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 WHEREAS, all acts and proceedings required by law necessary to make the Bonds, when 
executed by WBRP, authenticated and delivered by the Trustee, and duly issued, the valid, 
binding and legal special, limited obligations of WBRP, and to constitute this Indenture a valid 
and binding agreement for the uses and purposes herein set forth in accordance with its terms, 
have been done and taken, and the execution and delivery of the Indenture have been in all 
respects duly authorized; 
 

NOW, THEREFORE, THIS INDENTURE 
 

W I T N E S S E T H: 
 

GRANTING CLAUSES 
 

 WBRP, in consideration of the premises and the acceptance by the Trustee of the trusts 
hereby created and of the purchase and acceptance of the Bonds by the Owners thereof, and for 
other good and valuable consideration, the receipt of which is hereby acknowledged, to secure 
the payment of the principal of and interest on the Bonds and any Future Bonds according to 
their tenor and effect and the performance and observance by WBRP of all the covenants 
expressed or implied herein and in the Bonds and any Future Bonds, does hereby bargain, sell, 
convey, mortgage, assign, pledge and grant, without recourse, the Trust Estate in trust to the 
Trustee and its successors and assigns forever: 
 
 TO HAVE AND TO HOLD all and singular the Trust Estate, whether now owned or 
hereafter acquired, to the Trustee and its respective successors and assigns in trust forever: 
 

I. 
 

 All right, title and interest of WBRP in and to all rents, issues, income, revenues and 
receipts derived by WBRP from all sources, including the Lease, with respect to the use of the 
Premises, including all right, title and interest and security interest, if any of WBRP, in and to all 
money, earnings, revenues, rights to the payment of money, receivables, accounts, contract 
rights, whether now owned or hereafter acquired, including, without limitation, all rents, issues, 
profits, income, revenues and receipts derived by WBRP in any fashion from the Premises;  
 

II. 
 
 The Premises pursuant to the Leasehold Deed of Trust, the Assignment of Construction 
Documents and the Assignment of Leases, including all proceeds thereof;  
 

III. 
 
 All Revenues; 
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IV. 
 

 All choses in action and all choses in possession now or hereafter existing to the benefit 
of or arising for the benefit of WBRP with respect to the Bonds, including all proceeds of all the 
foregoing;  
 

V. 
 

 All funds and accounts established under this Indenture and the investments thereof, if 
any, and money, securities and obligations therein (subject to disbursements from any such fund 
or account upon the conditions set forth in this Indenture), except for money held in the Rebate 
Fund and Capital Repairs Fund;  
 

VI. 
 

 All money and securities from time to time held by the Trustee under the terms of this 
Indenture and any and all other real or personal property of every name and nature concurrently 
herewith or from time to time hereafter by delivery or by writing of any kind conveyed, 
mortgaged, pledged, assigned or transferred to the Trustee, as and for additional security 
hereunder by WBRP, the University or by anyone on its or their behalf, and the Trustee is hereby 
authorized to receive any and all such property at any and all times (provided, however, that any 
real property may be conveyed to the Trustee only with its prior written consent); and 
 

VII. 
 
 To the extent not covered hereinabove, all proceeds of all of the foregoing; 
 
 IN TRUST NEVERTHELESS, upon the terms and trusts herein set forth for the equal 
and proportionate benefit, security and protection of all present and future Owners of Bonds and 
any Future Bonds issued under and secured by this Indenture without privilege, priority or 
distinction as to the lien or otherwise of any of the Bonds or Future Bonds over any other Bonds 
or Future Bonds;  
 
 PROVIDED, HOWEVER, that if WBRP, its successors or its assigns shall well and truly 
pay, or cause to be paid, the principal of and interest on all outstanding Bonds and any Future 
Bonds due or to become due thereon, at the times and in the manner mentioned in the Bonds and 
any Future Bonds and as provided in Article II hereof according to the true intent and meaning 
thereof, and shall cause the payments to be made as required under Article IV hereof, or shall 
provide, as permitted hereby, for the payment thereof in accordance with Article X hereof, and 
shall well and truly keep, perform and observe all the covenants and conditions pursuant to the 
terms of this Indenture to be kept, performed and observed by it, and shall pay or cause to be 
paid to the Trustee sums of money due or to become due in accordance with the terms and 
provisions hereof, then upon such final payments or deposits as provided in Article X hereof, this 
Indenture and the rights hereby granted shall cease, terminate and be void, and the Trustee shall 
thereupon cancel and discharge this Indenture and execute and deliver to WBRP such 
instruments in writing as shall be requisite to evidence the discharge hereof. 
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 THIS INDENTURE FURTHER WITNESSETH, that WBRP does hereby covenant to 
and agree with the Trustee, for the benefit of the Owners from time to time of the Bonds, as 
follows: 
 

ARTICLE I 
DEFINITIONS; INTERPRETATION 

 
 SECTION 1.01. Definitions.  Unless the context otherwise requires, the terms 
defined in this Section shall, for all purposes of this Indenture and of any indenture supplemental 
hereto and of any certificate, opinion or other document herein mentioned, have the meanings 
herein specified, to be equally applicable to both the singular and plural forms of any of the 
terms herein defined. 
 
 Account means any of the Accounts created in Article IV. 
 
 Additional Rent has the meaning given such term in the Lease. 
 
 Administrative Fees and Expenses means all acceptance, service, administrative or 
similar fees charged, or reimbursement for administrative or other expenses incurred by the 
Trustee, pursuant to the Trustee’s proposal and as it may be amended from time to time. 
 
 Agreement by Landlord means the agreement between the Landlord and Trustee.  
 
 Architect’s Agreement has the meaning given such term in the Lease.
 
 Assignment of Construction Documents means the document of that name, dated as of 
October 1, 2015, pursuant to which WBRP assigns the Architect’s Agreement, the General 
Construction Contract (when executed) and the Development Management Agreement to the 
Trustee for security purposes.
 
 Assignment of Leases means the Assignment of Leases and Cash Collateral, dated as of 
October 1, 2015, from WBRP to the Trustee. 

 Authorized Denomination means $5,000 or any integral multiple thereof within a series 
and maturity.  
 
 Authorized Representative means (i) with respect to WBRP, its President, Vice President 
or any other person or persons designated as an Authorized Representative of WBRP by a 
resolution of the Board of Directors of WBRP and filed with the Trustee, and (ii) with respect to 
the University, the Senior Vice President or any other person or persons designated by the Senior 
Vice President in writing and filed with the Trustee. 
 
 Base Rent has the meaning given such term in the Lease. 
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 Beneficial Owner means any person who has the power, directly or indirectly, to vote or 
consent with respect to, or to dispose of ownership of, any Bond, including persons holding 
Bonds through nominees or depositories, while the Bonds are held in fully immobilized (book-
entry) form. 
 
 Bond or Bonds means, collectively, the 2015A Bonds and the 2015B Bonds. 
 
 Bond Fund means the fund of that name established pursuant to Section 4.06 hereof. 
 
 Bond Proceeds Account means the account of that name created within the Project Fund 
pursuant to Section 4.02(a) of this Indenture 
 
 Bond Purchase Contract means the Bond Purchase Contract between WBRP and the 
Underwriters. 
 
 Bond Register means the books for registration of Bonds kept for WBRP by the Trustee 
as provided in Section 2.06 hereof. 
 
 Bond Year has the meaning given such term in the Federal Tax Certificate. 
 
 Business Day mean a day (i) other than a day on which banks located in the State of 
Washington, the City of New York, New York, or the city in which the Corporate Trust Office of 
the Trustee is located are required or authorized to close and (ii) on which the New York Stock 
Exchange is not closed. 
 
 Capital Repairs Fund means the fund of that name created pursuant to Section 4.15 
hereof.
 
 Capitalized Interest Fund means the fund of that name created pursuant to Section 4.03 
hereof.
 
 Code means the Internal Revenue Code of 1986, as it may be amended, if applicable.  
Any reference to a provision of the Code shall include the applicable regulations of the 
Department of the Treasury promulgated or proposed with respect to such provision. 
 

Continuing Disclosure Agreement means the Continuing Disclosure Agreement between 
WBRP and U.S. Bank National Association, as dissemination agent, dated as of October 1, 2015, 
as such agreement may be amended from time to time. 
 
 Corporate Trust Office means, with respect to the Trustee, the office of the Trustee at 
Seattle, Washington, as described in Section 12.06 hereof, and any other office of the Trustee 
receiving notices pursuant to Section 12.06 hereof, or such other or additional offices, as may be 
specified by the Trustee in writing to WBRP. 
 
 Cost or Costs means any cost in respect of the Project, including without limiting the 
generality of the foregoing:  (i) labor and materials and related costs; (ii) contract bonds and 
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insurance of all kinds that may be required or necessary during the course of acquisition, 
construction, manufacture or fabrication that are not paid by the contractors, suppliers or 
manufacturers thereof; (iii) surveys, estimates, plans and specifications and preliminary 
investigations therefor, supervision of manufacture, fabrication or construction, and the 
performance of all other duties required by or reasonably necessary for the acquisition of the 
Project; (iv) Costs of Issuance; (v) all other actual costs that WBRP shall be required to pay 
under the terms of any contract or contracts for the Project including Project Costs as defined in 
the Lease and including without limitation capitalized rent under the Ground Lease; (vi) any 
sums required to reimburse WBRP for actual advances made by WBRP with respect to any of 
the above items on or after September 16, 2015; (vii) any sums required to reimburse WBRP for 
advances made prior to that date, provided such amount does not exceed an “insubstantial 
portion” (as defined in the Code) of the proceeds of the Bonds; (viii) interest on the Bonds to the 
extent permitted by the Code; (ix) the costs of clearing title to the Premises; and (x) any other 
actual costs incurred by WBRP, including but not limited to Administrative Fees and Expenses 
prior to final completion of the Project, that are properly chargeable to a capital account with 
respect to the acquisition or construction of the Project and the financing thereof. 
 
 Costs of Issuance means all items of expense directly or indirectly payable by or 
reimbursable to WBRP, the University, or the Trustee and related to the authorization, execution, 
issuance, sale and delivery of the Bonds, including (without limitation) costs of preparation and 
reproduction of documents, filing and recording fees, fees and charges of WBRP, initial fees and 
charges of the Trustee, legal fees and charges, fees and disbursements of financial or other 
consultants and professionals, fees and charges for preparation, execution and safekeeping of the 
Bonds, and any other cost, charge or fee in connection with the issuance of the Bonds. 
 
 Cost of Issuance Fund means the fund of that name created pursuant to Section 4.01 
hereof. 
 
 Date of Issue means the date the Bonds are issued and delivered to the Underwriters for 
redelivery to the initial purchasers thereof. 
 
 Development Management Agreement means the Development Management Agreement 
between WBRP and the Development Manager, dated July 30, 2010, and as it has and may from 
time to time be supplemented, modified, extended or amended in accordance with its terms. 
 
 Development Manager means City Investors LLC. 
 
 DTC means The Depository Trust Company, New York, New York. 
 
 Environmental Claim shall mean, with respect to any person, any action, suit, 
proceeding, investigation, notice, claim, complaint, demand, request for information or other 
communication (written or oral) by any other person (including any governmental authority, 
citizens group or employee or former employee of such person) alleging, asserting or claiming 
any actual or potential: (a) violation of any Environmental Law, (b) liability under any 
Environmental Law or (c) liability for investigatory costs, cleanup costs, governmental response 
costs, natural resources damages, property damages, personal injuries, fines or penalties arising 
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out of, based on, or resulting from, the presence or release into the environment of any 
Hazardous Substance at any location, whether or not owned by such person. 
 
 Environmental Laws has the meaning given such term in the Lease. 
 

Event of Bankruptcy means the filing of a petition in bankruptcy or the commencement 
of a proceeding under Title 11 of the United States Code, as amended (or any successor federal 
statutory provisions) or under any other applicable law concerning insolvency, reorganization or 
bankruptcy by or against WBRP as debtor other than any involuntary proceeding that has been 
finally dismissed without entry of an order for relief or similar order and without effect on any 
amounts held in the Bond Fund or the Project Fund and as to which dismissal all appeal periods 
have expired. 
 
 Event of Default means any of the events specified in Section 7.01 hereof. 
 
 Federal Tax Certificate means the Federal Tax Certificates executed by WBRP and the 
University as of the date of issuance of the 2015A Bonds, setting forth certain expectations of 
WBRP and the University regarding the use of 2015A Bond proceeds.
 
 Fund means any of the Funds created in Article IV of this Indenture. 
 
 Future Bonds means any revenue refunding bonds of WBRP issued in the future having 
a lien and charge on the Trust Estate equal to the lien thereon of the Bonds. 
 
 Hazardous Substance has the meaning given such term in the Lease. 
 
 Indenture means this Indenture of Trust, as originally executed or as it may from time to 
time be supplemented, modified or amended by any Supplemental Indenture. 
 
 Indenture Act means the Trust Indenture Act of 1939 (Act of August 3, 1939, 53 
Stat. 1149, 15 U.S.C., §§ 77aaa-77bbbb), as amended. 
   
 Interest Account means the account of that name established pursuant to Section 4.06 
hereof. 

 Interest Payment Date means, for the 2015A Bonds, each July 1 and January 1, 
commencing January 1, 2016, and, for the 2015B Bonds, each September 1 and March 1, 
commencing March 1, 2016, and in each case each date on which a Bond is redeemed or 
accelerated for maturity in accordance with the terms hereof. 
 
 Investment Securities means obligations of the U.S. government; obligations of U.S. 
government agencies or of corporations wholly owned by the U.S. government; obligations of 
government-sponsored corporations which are, or may become, eligible as collateral for 
advances to member banks as determined by the board of governors of the Federal Reserve; 
repurchase agreements utilizing the above securities and money market mutual funds registered 
with the Securities and Exchange Commission under Rule 2a-7 of the Investment Company Act 
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of 1940 which invest in the above securities.  Investment Securities shall not include any 
guaranteed investment contract. 
 
 Landlord means City Investors XII L.L.C.  
 
 Lease means that certain Facilities Lease for Biomedical Facilities, Seattle, Washington, 
dated as of October 1, 2015, by and between WBRP and the University, as it may from time to 
time be supplemented, modified or amended in accordance with its terms and this Indenture. 
 
 Lease Default Event means any of the events specified in Paragraph 17.1 of the Lease. 
 
 Leasehold Deed of Trust means the Construction Leasehold Deed of Trust, Security 
Agreement, Assignment of Leases and Rents and Fixture Filing, dated as of October 1, 2015 
from WBRP for the benefit of the Trustee, as the same may be amended from time to time in 
accordance with the provisions thereof and this Indenture. 
 
 Letter of Representations means the Blanket Issuer Letter of Representations between 
DTC and WBRP. 
 
 Lump Sum Payment has the meaning given such term in the Lease. 
 
 Moody’s means Moody’s Investors Service, a corporation organized and existing under 
the laws of the State of Delaware, its successors and their assigns, and, if such corporation shall 
be dissolved or liquidated or shall no longer perform the functions of a securities rating agency, 
Moody’s shall be deemed to refer to any other nationally recognized securities rating agency 
(other than S&P) designated in writing to the Trustee by WBRP. 
 
 MSRB means the Municipal Securities Rulemaking Board or any successors to its 
functions.  Until otherwise designated by the MSRB or the Commission, any information, reports 
or notices submitted to the MSRB in compliance with the Rule are to be submitted through the 
MSRB’s Electronic Municipal Market Access system (“EMMA”), currently located at 

 
 Non-Bond Proceeds Account means the account of that name within the Project Fund 
established pursuant to Section 4.02 of this Indenture. 
 
 Official Statement means the Preliminary Official Statement dated September 16, 2015, 
and the Official Statement dated September 24, 2015, including any amendment or supplement 
thereto, pursuant to which the Bonds are initially sold. 
 
 Opinion of Bond Counsel means a written opinion of nationally recognized bond counsel 
selected by WBRP, and, so long as no Lease Default Event has occurred and is continuing, 
acceptable to the University. 
 
 Other Documents means any or all of the Lease, the Leasehold Deed of Trust, the 
Ground Lease, the Development Management Agreement and the Assignment of Leases. 
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 Outstanding, when used as of any particular time with reference to the Bonds, means all 
Bonds theretofore, or thereupon being, authenticated and delivered by the Trustee under this 
Indenture except (1) the Bonds theretofore cancelled by the Trustee or surrendered to the Trustee 
for cancellation; (2) the Bonds with respect to which all liability of WBRP shall have been 
discharged in accordance with Section 10.01 hereof; (3) the Bonds paid pursuant to Section 2.07 
hereof; and (4) the Bonds for the transfer or exchange of or in lieu of or in substitution for which 
other Bonds shall have been authenticated and delivered by the Trustee pursuant to Sections 2.04 
and 2.05 hereof. 
 
 Owner or Bond Owner, whenever used herein with respect to a Bond, means the person 
in whose name such Bond is registered on the Bond Register.  
 
 Person or person means an individual, corporation, firm, association, partnership, trust, 
or other legal entity or group of entities, including a governmental entity or any agency or 
political subdivision thereof. 
 
 Principal Account means the account of that name established pursuant to Section 4.06 
hereof. 
 
 Principal Payment Date means, for the 2015A Bonds, January 1 of each year in which 
principal is due on any 2015A Bonds and means, for the 2015B Bonds, March 1 of each year in 
which principal is due on any 2015B Bonds.

 Project Costs has the meaning given such term in the Lease. 
 
 Project Fund means the fund of that name established pursuant to Section 4.02 hereof. 
 
 Rating Agency means S&P if the Bonds are then rated by S&P and/or Moody’s if the 
Bonds are then rated by Moody’s. 
 
 Rebatable Arbitrage means the Rebate Amount calculated as provided in the Federal Tax 
Certificate and Section 4.13 of this Indenture. 
 
 Rebate Analyst means the firm of independent certified public accountants selected by 
WBRP to perform the rebate calculations as provided pursuant to Sections 4.12 and 4.13 hereof. 
 
 Rebate Fund means the fund of that name created pursuant to Section 4.13 hereof. 
 
 Record Date means the 15th day of the month preceding any Interest Payment Date.   
 
 Rent means the sum of Base Rent, Lump Sum Payment and Additional Rent paid 
pursuant to the Lease and rental payments made pursuant to any other lease by WBRP of the 
Premises. 
 
 Rent Commencement Date means March 1, 2018. 
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 Resolution means the resolution adopted by WBRP’s Board of Directors on September 
16, 2015. 
 
 Revenue Fund means the fund of that name created pursuant to Section 4.05 hereof. 
 
 Revenues means all amounts received by WBRP or by the Trustee for the account of 
WBRP pursuant to the Lease (or any other lease by WBRP of the Premises) or otherwise with 
respect to the Premises, including, without limiting the generality of the foregoing, all Rent 
(including both timely and delinquent payments and any late charges, paid from any source), 
prepayments, any payments received under any policy of title insurance with respect to the 
Premises, and all interest, profits or other income derived from the investment of amounts in any 
fund or account established pursuant to this Indenture (except as otherwise provided herein), but 
not including (i) Administrative Fees and Expenses, (ii) Rebatable Arbitrage, (iii) monies 
deposited in the Capital Repairs Fund; and (iv) any and all revenue, income, and receipts of 
WBRP not derived from or received with respect to the Lease, the Premises, or any fund or 
account established pursuant to this Indenture. 
 
 Rule means Securities and Exchange Commission Rule 15c2-12 under the Securities 
Exchange Act of 1934, as amended.   
 
 S&P means Standard & Poor’s Ratings Services, a Standard & Poor’s Financial Services 
LLC business, a New York corporation, its successors and their assigns, and, if such corporation 
shall be dissolved or liquidated or shall no longer perform the functions of a securities rating 
agency, S&P shall be deemed to refer to any other nationally recognized securities rating agency 
(other than Moody’s) designated in writing to the Trustee by WBRP. 
 
 SEC means the United States Securities and Exchange Commission. 
 
 State means the State of Washington. 
 
 Subordination, Non-Disturbance and Attornment Agreement means the agreement of 
that name, between the University and the Trustee.
 
 Substantial Completion has the meaning given such term in the Development 
Management Agreement. 
 
 Supplemental Indenture means any indenture hereafter duly authorized and entered into 
between WBRP and the Trustee, supplementing, modifying or amending this Indenture; but only 
if and to the extent that such Supplemental Indenture is specifically authorized hereunder. 

Trust Estate means the trust estate pledged by WBRP and described in the Granting 
Clauses of this Indenture. 
 
 Trustee means U.S. Bank National Association or its successor, as Trustee hereunder as 
provided in Section 8.01 hereof. 
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 2015A Bonds means the WBRP 3.2 Lease Revenue Bonds, Series 2015A, in the 
aggregate principal amount of $107,615,000 issued pursuant to Section 2.01 of this Indenture. 
 
 2015B Bonds means the WBRP 3.2 Lease Revenue Bonds, Series 2015B (Taxable), in 
the aggregate principal amount of $24,455,000 issued pursuant to Section 2.01 of this Indenture. 
 
 Underwriters mean Barclays Capital Inc., Citigroup Global Markets Inc., Wells Fargo 
Securities, and Backstrom McCarley Berry & Co., LLC. 
 
 University means the University of Washington, a state institution of higher education 
and an agency of the State of Washington, acting through its Board of Regents and its successors 
and permitted assigns as University under the Lease. 
 
 WBRP means WBRP 3.2, a Washington nonprofit corporation. 
 
 SECTION 1.02. Interpretation.   
 
 (a) Unless the context otherwise indicates, words expressed in the singular shall 
include the plural and vice versa and the use of the neuter, masculine, or feminine gender is for 
convenience only and shall be deemed to mean and include the neuter, masculine or feminine 
gender, as appropriate. 
 
 (b) Headings of articles and sections herein and the table of contents hereof are solely 
for convenience of reference, do not constitute a part hereof and shall not affect the meaning, 
construction or effect hereof. 
 
 (c) All references herein to “Articles,” “Sections” and other subdivisions are to the 
corresponding Articles, Sections or subdivisions of this Indenture; the words “herein,” “hereof,” 
“hereby,” “hereunder” and other words of similar import refer to this Indenture as a whole and 
not to any particular Article, Section or subdivision hereof. 
 
 (d) Certain terms are defined in Section 1.01 of this Indenture by reference to the 
meaning given such terms in other documents, e.g., the Lease, the Ground Lease and the 
Development Management Agreement.  To the extent that the meaning of any term thus defined 
is amended through an amendment to the respective document, the meaning of such defined term 
herein or for purposes of this Indenture shall be construed as amended upon receipt by the 
Trustee of written notice of any such amendment. 
 
 SECTION 1.03. Indenture and Bonds Constitute a Contract; Pledge.  With respect 
to the Bonds, in consideration of the purchase and acceptance of any and all of the Bonds 
authorized to be issued under this Indenture by the Owners from time to time:  (a) this Indenture 
shall be deemed to be and shall constitute a contract among WBRP, the Trustee, and the Owners, 
from time to time, of such Bonds; (b) the pledge made herein and duties, covenants, obligations 
and agreements set forth herein to be observed and performed by or on behalf of WBRP shall be 
for the equal and ratable benefit, protection and security of the Owners of any and all of such 
Bonds, all of which, regardless of the time or times of their issue or maturity, shall be of equal 
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rank without preference, priority or distinction as to lien or otherwise, except as expressly 
provided herein or permitted hereby; (c) WBRP, as security for the payment of the principal of, 
premium, if any, and interest on, the Bonds and as security for the observance and performance 
of any other duty, covenant, obligation or agreement of WBRP under this Indenture, all in 
accordance with the provisions thereof and hereof, does hereby grant, bargain, sell, convey, 
pledge, assign and confirm to the Trustee the Trust Estate; (d) the pledge made hereby is valid 
and binding from the time when the pledge is made, the Trust Estate shall immediately be 
subject to the lien of such pledge without any physical delivery thereof or further act, and the lien 
of such pledge shall be valid and binding as against all parties having claims of any kind in tort, 
contract or otherwise against WBRP irrespective of whether such parties have notice thereof; 
(e) the Bonds shall be special, limited obligations of WBRP payable solely from and secured 
solely by a pledge of the Trust Estate as provided hereby; (f) no revenue, income, receipts, 
donations, earnings, property or assets of WBRP other than the Trust Estate shall ever be subject 
to any lien or claim for the payment of the Bonds or the performance of any other obligation of 
WBRP under this Indenture; and (g) wherever in this Indenture provision is made that WBRP 
shall pay or cause to be paid any amount necessary to pay the principal of, premium, if any, or 
interest on the Bonds or any other amounts required to be paid under this Indenture or the 
Leasehold Deed of Trust, such amounts shall be payable solely from and be secured by the Trust 
Estate, and WBRP shall have no legal, moral or other obligation to pay such amounts from any 
other source whatsoever. 
 
 SECTION 1.04. General Provisions Regarding the University and WBRP.  
Whenever in this Indenture the University is entitled to direct the Trustee in a particular matter or 
to approve acts of WBRP, such entitlement of the University is predicated upon the Lease being 
in effect and the University’s not then being in default under the Lease.  With respect to such 
respective entitlements, if the Lease is no longer in effect or if a Lease Default Event has 
occurred and is continuing, then WBRP shall be entitled to direct the Trustee in a particular 
matter and the University’s approval of acts of WBRP shall not be required, whether or not the 
applicable provision of this Indenture so provides.   
 

ARTICLE II 
THE BONDS; FUTURE BONDS 

 
 SECTION 2.01. Authorization of Bonds.  Bonds in the principal amount of 
$132,070,000 are authorized to be issued hereunder.  The Bonds shall be issued in two series and 
designated as “WBRP 3.2 Lease Revenue Bonds, Series 2015A” and “WBRP 3.2 Lease Revenue 
Bonds, Series 2015B (Taxable)”.  No Future Bonds may be issued under the terms set forth in 
Section 2.08 of this Indenture unless WBRP authorizes their issuance and executes a 
Supplemental Indenture for that purpose.  This Indenture constitutes a continuing agreement with 
the Owners from time to time of the Bonds to secure the full payment of the principal of and 
interest on all such Bonds subject to the covenants, provisions and conditions herein contained.   
 
 At any time after the execution of this Indenture, WBRP may execute and, upon 
satisfaction of the conditions set forth in this Section, the Trustee shall authenticate and, upon 
request of WBRP, deliver the Bonds.  Prior to the authentication and delivery of any Bonds by 
the Trustee, there shall have been filed with the Trustee each of the following: 
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 (a) This Indenture, duly executed; 
 
 (b) A conformed copy of the Lease; 
 
 (c) A conformed copy of the recorded Memorandum of Lease; 
 
 (d) A conformed copy of the Ground Lease; 
 
 (e) A conformed copy of the recorded Memorandum of Ground Lease; 
 
 (f) A conformed copy of the Development Management Agreement;  
 
 (g) The original Leasehold Deed of Trust, together with evidence of recording 
thereof; 
 
 (h) The original Assignment of Leases, together with evidence of recording; 
 
 (i) The Subordination, Non-Disturbance and Attornment Agreement with respect to 
the Lease; 
 
 (j) The Assignment of Construction Documents, executed by WBRP; 
 
 (k) The Agreement by Landlord with respect to the Ground Lease, executed by the 
Landlord; 
 
 (l) A commitment to issue a mortgagee’s policy of leasehold title insurance for the 
benefit of the Trustee; 
 
 (m) Evidence of Development Manager’s general liability insurance in accordance 
with the Development Management Agreement, and evidence of WBRP’s general liability 
insurance in accordance with the Lease; and 
 
 (n) The final approving opinion of Bond Counsel addressed to the Trustee, WBRP, 
the University and the Underwriters, duly executed. 
 
The Trustee shall be authorized to rely upon the fact of such delivery in authenticating and 
delivering the Bonds but shall not be required to make any independent investigation of the 
contents or underlying facts of any such agreements, policies, opinions or other documents. 
 
 SECTION 2.02. Terms of the Bonds.   
 
 (a) Dated Date, Maturity, Interest Rates.   
 

(1) 2015A Bonds.  The 2015A Bonds shall be issued in the aggregate principal 
amount of $107,615,000.  The 2015A Bonds shall be dated as of the date of their delivery to the 
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Underwriters, shall be fully registered as to both principal and interest, shall be in Authorized 
Denominations, provided that no 2015A Bond shall represent more than one maturity, shall be 
numbered separately in such manner and with any additional designation as the Trustee deems 
necessary for purposes of identification, shall bear interest from their date payable on each 
Interest Payment Date, at the following per annum interest rates, and shall mature on the 
Principal Payment Dates of the following years in the following principal amounts: 
 

Maturity Years 
(January 1) 

 
Principal Amounts 

 
Interest Rates 

2019 $  2,420,000 5.00% 
2020 2,540,000 5.00 
2021 2,670,000 5.00 
2022 2,800,000 5.00 
2023 2,945,000 5.00 
2024 3,090,000 5.00 
2025 3,240,000 5.00 
2026 3,400,000 5.00 
2027 3,575,000 5.00 
2028 3,755,000 5.00 
2029 3,940,000 5.00 
2030 4,140,000 5.00 
2031 3,940,000 5.00 
2032 4,140,000 5.00 
2033 4,345,000 5.00 
2034 2,685,000 5.00 
2035 2,820,000 5.00 
2036 2,960,000 5.00 
2037 3,110,000 5.00 
2038 3,265,000 5.00 
2039 3,425,000 5.00 
2040 3,600,000 5.00 

2048 34,810,000 4.00 
 
(2) 2015B Bonds.  The 2015B Bonds shall be issued in the aggregate principal 

amount of $24,455,000.  The 2015B Bonds shall be dated as of the date of their delivery to the 
Underwriters, shall be fully registered as to both principal and interest, shall be in Authorized 
Denominations, provided that no 2015B Bond shall represent more than one maturity, shall be 
numbered separately in such manner and with any additional designation as the Trustee deems 
necessary for purposes of identification, shall bear interest from their date payable on each 
Interest Payment Date, at the rate of 1.485% per annum, and shall mature on March 1, 2018. 
 
 (b) Interest Accrual.  Each Bond shall bear interest from the most recent Interest 
Payment Date to which interest has been paid in full or duly provided for (provided, however, 
that, initially the Bonds shall bear interest from the dated date of the Bonds), until payment of the 
principal or redemption price thereof shall have been made or provided for in accordance with 
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the provisions hereof, whether at maturity, upon redemption or otherwise.  Interest on the Bonds 
shall be computed on the basis of a year of 360 days and twelve 30-day months.  Each Bond 
shall bear interest on overdue principal and interest at the rate or rates borne by the Bonds during 
such time. 
 
 (c) Bonds Held in Fully Immobilized Form.  Notwithstanding anything herein to the 
contrary, the Bonds initially shall be held in fully immobilized form by DTC acting as depository 
pursuant to the terms and conditions set forth in the Letter of Representations.  To induce DTC to 
accept the Bonds as eligible for deposit at DTC, WBRP has authorized execution and delivery to 
DTC of the Letter of Representations.  Neither WBRP nor the Trustee shall have any 
responsibility or obligation to DTC participants or the persons for whom they act as nominees 
with respect to the Bonds regarding accuracy of any records maintained by DTC or any DTC 
participant, the payment by DTC or any DTC participant of any amount in respect of the 
principal or redemption price of or interest on the Bonds, any notice that is permitted or required 
to be given to Owners hereunder (except such notice as is required to be given by WBRP to the 
Trustee or to DTC), the selection by DTC or any DTC participant of any person to receive 
payment in the event of a partial redemption of the Bonds, or any consent given or other action 
taken by DTC as Owner of the Bonds.  For so long as any Bonds are held in fully immobilized 
form hereunder, DTC, its successor or any substitute depository appointed by WBRP, as 
applicable, shall be deemed to be the Owner for all purposes hereunder, and all references to 
Owners or Bond Owners shall mean DTC or its nominee or its successor and shall not mean any 
Beneficial Owners of the Bonds.   
 
 (d) Use of Depository. 
 
  (1) The Bonds shall be registered initially in the name of CEDE & Co., as 
nominee of DTC, with one Bond of a series maturing on each of the maturity dates for the Bonds 
in a denomination corresponding to the total principal therein designated to mature on such date.  
Registered ownership of such immobilized Bonds, or any portions thereof, may not thereafter be 
transferred except (A) to any successor of DTC or its nominee, provided that any such successor 
shall be qualified under any applicable laws to provide the service proposed to be provided by it; 
(B) to any substitute depository appointed by WBRP pursuant to subsection (2) below or such 
substitute depository’s successor; or (C) to any person as provided in subsection (4) below. 
 
  (2) Upon the resignation of DTC or its successor (or any substitute depository 
or its successor) from its functions as depository or a determination by WBRP to discontinue the 
system of book entry transfers through DTC or its successor (or any substitute depository or its 
successor), WBRP may appoint a substitute depository.  Any such substitute depository shall be 
qualified under any applicable laws to provide the services proposed to be provided by it. 
 
  (3) In the case of any transfer pursuant to clause (A) or (B) of subsection (1) 
above, the Trustee shall, upon receipt of all outstanding Bonds, together with a written request on 
behalf of WBRP, issue a single new Bond for each maturity of a series then outstanding, 
registered in the name of such successor or such substitute depository, or its nominee, as the case 
may be, all as specified in such written request of WBRP. 
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  (4) In the event that (A) DTC or its successor (or substitute depository or its 
successor) resigns from its functions as depository, and no substitute depository can be obtained, 
or (B) WBRP determines that it is in the best interest of the Beneficial Owners of the Bonds that 
such owners be able to obtain such Bonds in certificated form, the ownership of such Bonds may 
then be transferred to any person or entity as herein provided, and shall no longer be held in fully 
immobilized form.  WBRP shall deliver a written request to the Trustee, together with a supply 
of definitive Bonds in certificated form, to issue Bonds as herein provided in any Authorized 
Denomination.  Upon receipt by the Trustee of all then outstanding Bonds together with a written 
request on behalf of WBRP to the Trustee, new Bonds shall be issued in the appropriate series, 
denominations and maturities and registered in the names of such persons as are designated in 
such written request. 
 
 (e) Payments of Principal and Interest.  Principal and interest with respect to the 
Bonds shall be payable in lawful money of the United States of America.  For so long as all 
Bonds are in fully immobilized form, payments of principal and interest thereon shall be made as 
provided in accordance with the operational arrangements of DTC referred to in the Letter of 
Representations.  In the event that the Bonds are no longer in fully immobilized form, interest on 
the Bonds shall be paid by the Trustee by check mailed on the applicable Interest Payment Date 
to the Owner as of close of business on the applicable Record Date, at his address as it appears 
on the Bond Register or at such other address as is furnished in writing by such Owner to the 
Trustee (provided, however, that the Trustee shall, at the request of any Owner of $1,000,000 or 
more in aggregate principal amount of Bonds, make payments of interest on such Bonds by wire 
transfer to the account at any bank in the United States designated by such Owner in writing on 
or before the Record Date), and the principal of the Bonds shall be payable in lawful money of 
the United States of America upon surrender thereof at the Corporate Trust Office of the Trustee.  
No payment of principal shall be made on any certificated Bond unless and until such Bond is 
surrendered to the Trustee for payment. 
 
 (f) The Bonds are payable solely from the Trust Estate, including amounts payable 
under the Lease assigned by WBRP and to be received by the Trustee from the University 
pursuant to the Lease.  The Trustee is only obligated to pass-through such payments to Bond 
Owners in accordance with their relative interests; the Bonds shall not be obligations of the 
Trustee.   
 
 SECTION 2.03. Execution of Bonds.  The Bonds shall be executed in the name and 
on behalf of WBRP with the manual or facsimile signature of its President, attested by the 
manual or facsimile signature of its Secretary.  The Bonds shall then be delivered to the Trustee 
for authentication by it.  In case any of the officials who shall have signed or attested any of the 
Bonds shall cease to be such official or officials of WBRP before the Bonds so signed or attested 
shall have been authenticated or delivered by the Trustee or issued by WBRP, such Bonds may 
nevertheless be authenticated, delivered and issued and, upon such authentication, delivery and 
issue, shall be as binding upon WBRP as though those who signed and attested the same had 
continued to be such officials of WBRP, and also any Bond may be signed and attested on behalf 
of WBRP by such persons as at the actual date of execution of such Bond shall be the proper 
officials of WBRP although at the nominal date of such Bond any such person shall not have 
been such officer of WBRP. 
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 Only those Bonds that bear thereon a certificate of authentication substantially in the 
form hereinafter recited, manually executed by the Trustee, shall be valid or obligatory for any 
purpose or entitled to the benefits of this Indenture, and such certificate of the Trustee shall be 
conclusive evidence that the Bonds so authenticated have been duly executed, authenticated and 
delivered hereunder and are entitled to the benefits of this Indenture. 
 
 SECTION 2.04. Transfer of Bonds.  Any Bond may, in accordance with its terms, 
be transferred, upon the books required to be kept pursuant to the provisions of Section 2.06 
hereof, by the Person in whose name it is registered, in person or by his duly authorized attorney, 
upon surrender of such registered Bond for cancellation, accompanied by delivery of a written 
instrument of transfer, duly executed in a form approved by the Trustee.  Beneficial Owners shall 
not have any right to cause a transfer of Bonds as provided in this Section 2.04. 
 
 Whenever any Bond or Bonds shall be surrendered for transfer, WBRP shall execute and 
the Trustee shall authenticate and date the Bond or Bonds and shall deliver a new Bond or Bonds 
of a like aggregate principal amount and of the same series, maturity and interest rate.  The 
Trustee shall require the Bond Owner requesting such transfer to pay any tax or other 
governmental charge required to be paid with respect to such transfer, and may in addition 
require the payment of a reasonable sum to cover expenses incurred by WBRP or the Trustee in 
connection with such transfer. 
 
 SECTION 2.05. Exchange of Bonds.  If the Bonds are no longer held in fully 
immobilized form, Bonds may be exchanged at the Corporate Trust Office of the Trustee for a 
like aggregate principal amount of Bonds of other Authorized Denominations and of the same 
series, maturity and interest rate.  The Trustee shall require the Bond Owner requesting such 
exchange to pay any tax or other governmental charge required to be paid with respect to such 
exchange, and may in addition require the payment of a reasonable sum to cover expenses 
incurred by WBRP or the Trustee in connection with such exchange. 
 
 SECTION 2.06. Bond Register.  The Trustee will keep or cause to be kept, at the 
Corporate Trust Office of the Trustee, sufficient books for the registration and transfer of the 
Bonds (the “Bond Register”), which shall at all times be open to inspection during regular 
business hours by WBRP upon reasonable prior notice to the Trustee; and, upon presentation for 
such purpose, the Trustee shall, under such reasonable regulations as it may prescribe, register or 
transfer or cause to be registered or transferred, on such books, Bonds as hereinbefore provided.  
Records of beneficial ownership of the Bonds shall not be maintained by the Trustee. 
 
 SECTION 2.07. Bonds Mutilated, Lost, Destroyed or Stolen.  If any Bond shall 
become mutilated, WBRP, at the expense of the Owner of that Bond, shall execute, and the 
Trustee thereupon shall authenticate and deliver, a new Bond of like series, tenor and amount in 
exchange and substitution for the Bond so mutilated, but only upon surrender to the Trustee of 
the Bond so mutilated.  Every mutilated Bond so surrendered to the Trustee shall be cancelled by 
it and delivered to, or upon the order of, WBRP.  If any Bond shall be lost, destroyed or stolen, 
evidence of such loss, destruction or theft may be submitted to WBRP and the Trustee and, if 
such evidence is satisfactory to them and indemnity satisfactory to them is given, WBRP, at the 
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expense of the Owner, shall execute, and the Trustee shall thereupon authenticate and deliver, a 
new Bond of like tenor and amount in lieu of and in substitution for the Bond so lost, destroyed 
or stolen (or if any such Bond shall have matured or shall be about to mature, instead of issuing a 
substitute Bond, WBRP may pay the same without surrender thereof).  WBRP may require 
payment by the Owner of a sum not exceeding the actual cost of preparing each new Bond issued 
under this Section and of the expenses that may be incurred by WBRP and the Trustee in the 
premises.  Any Bond issued under the provisions of this Section in lieu of any Bond alleged to be 
lost, destroyed or stolen shall constitute an original contractual obligation on the part of WBRP, 
and shall be entitled to the benefits of this Indenture with all other Bonds secured by this 
Indenture. 
 
 SECTION 2.08. Future Bonds.  WBRP shall not issue any series of obligations 
payable from Revenues except that WBRP reserves the right, upon the direction of an 
Authorized Representative of the University, to issue future obligations solely for the purpose of 
refunding all or a portion of the Bonds or for the purpose of financing the repair or replacement 
of tenant improvements to the Premises, with a lien and charge on the Trust Estate equal to the 
lien thereon of the Bonds (“Future Bonds”) upon compliance with the following conditions: 
 
 (a) the Lease is in effect and no Lease Default Event has occurred and is then 
continuing; 
 
 (b) the University and WBRP shall have entered into and approved an amendment to 
or restatement of the Lease providing for Base Rent payments sufficient to pay all payments of 
all principal of, interest and premium, if any, on all Outstanding Bonds and Future Bonds;  
 
 (c) the amendment or restatement of the Lease or a memorandum thereof shall have 
been recorded;  
 
 (d) WBRP and the Trustee shall have entered into a Supplemental Indenture pursuant 
to Section 9.02(e) providing for the creation of a bond fund for the payment of principal of and 
interest on the Future Bonds and (if applicable) other funds required to effect the refunding of all 
or a portion of the Bonds; 
 

(e) the final maturity of the Future Bonds shall not be later than the latest maturity of 
the Bonds; and 
 
 (f) WBRP and the Trustee shall have received an opinion of Bond Counsel to the 
effect that the issuance of such Future Bonds is authorized hereunder and shall not adversely 
affect the tax-exempt status of the 2015A Bonds. 
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ARTICLE III 
REDEMPTION OF BONDS 

 
 SECTION 3.01. Terms of Redemption.   
 
 (a) 2015A Bonds Subject to Optional Redemption.  The 2015A Bonds are subject to 
redemption prior to their stated maturity as described below (i) upon the written direction of the 
University (so long as no Lease Default Event, as defined in the Indenture, has occurred and is 
continuing) given to WBRP and the Trustee at least 30 days prior to the date fixed for 
redemption; and (ii) otherwise upon the written direction of WBRP given to the Trustee at least 
30 days prior to the date fixed for redemption, in either case as a whole or in part (and if in part 
with series and maturities to be selected by the University, so long as no Lease Default Event has 
occurred and is continuing, and otherwise by WBRP).   
 

The 2015A Bonds maturing on and after January 1, 2026 are subject to redemption on 
any date on or after July 1, 2025 at the redemption price of 100% of the principal amount of the 
2015A Bonds to be redeemed, plus accrued interest, if any, to the date of redemption.   
 
 The 2015B Bonds are not subject to optional redemption prior to their maturity. 
 

The selection of 2015A Bonds to be redeemed within a maturity shall be made as 
provided in Section 3.03 of this Indenture. 
 
 (b) Mandatory Sinking Fund Redemption.  The 2015A Bonds maturing in the year 
2048 are term Bonds subject to mandatory sinking fund redemption at a price of 100% of the 
principal amount of the Bonds to be redeemed plus accrued interest to the date of redemption on 
January 1 in years and amounts as follows: 
 

Redemption Years Redemption Amounts 
2041 $3,780,000 
2042 3,930,000 
2043 4,085,000 
2044 4,250,000 
2045 4,420,000 
2046 4,595,000 
2047 4,780,000 
2048* 4,970,000 

*Maturity. 
 
 If any term 2015A Bonds are redeemed or purchased other than as required by the 
schedules set forth above, the principal amount thereof shall be credited against such scheduled 
redemptions in the manner designated by an Authorized Representative of the University, so 
long as no Lease Default Event has occurred and is continuing, and otherwise by an Authorized 
Representative of WBRP. 
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 SECTION 3.02. Notice of Redemption.  As long as the 2015A Bonds are held in 
book-entry only form, notice of optional redemption shall be given by DTC solely in accordance 
with the operational arrangements of DTC as then set forth.  If the 2015A Bonds are no longer 
held in book-entry form, notice of redemption shall be given as provided hereinafter.  The 
Trustee shall give notice of redemption by first class mail, postage prepaid, mailed no fewer than 
20 nor more than 60 days prior to the redemption date to each Owner of 2015A Bonds to be 
redeemed at the address of such Owner appearing in the Bond Register.  Any notice of optional 
redemption may be conditional and may be revocable at any time prior to the conditions set forth 
therein being satisfied in full. 
 
 Neither the failure of any Owner to receive notice mailed as provided herein nor any 
defect in notice so mailed shall affect the validity of the proceedings for redemption in 
accordance herewith. 
 
 All notices of redemption shall state: 
 

 (i) the redemption date and the conditions, if any, of redemption; 
 
 (ii) the redemption price; 
 
 (iii) the amount of accrued interest payable on the redemption date (if 
such amount can be calculated at the time the notice is mailed); 
 

 (iv) the designation of the 2015A Bonds to be redeemed, the principal 
amount of 2015A Bonds to be redeemed, and, if less than all Outstanding 2015A Bonds are to be 
redeemed, the identification (and, in the case of partial redemption, the respective principal 
amounts) of the 2015A Bonds to be redeemed; 

 
 (v) that on the redemption date the redemption price of each such 
2015A Bond will become due and payable and that interest on each such 2015A Bond shall 
cease to accrue on and after such date; 
 
 (vi) the place or places where such 2015A Bonds must be surrendered 
for payment of the redemption price thereof; and 

 
 (vii) such additional information as WBRP shall deem appropriate. 

 
 Notice of redemption having been given to the Owners as aforesaid, and the conditions 
set forth therein having been satisfied, such 2015A Bonds to be redeemed shall become due and 
payable on the redemption date at the redemption price specified, and on and after such date 
(unless WBRP shall default in the payment of the redemption price) such 2015A Bonds shall 
cease to bear interest.  Upon surrender of any such 2015A Bond for redemption in accordance 
with such notice, such 2015A Bond shall be paid at the redemption price thereof.  To the extent 
possible, each check or other transfer of funds issued for the payment of the redemption price of 
2015A Bonds being redeemed shall bear the CUSIP number identifying, by maturity, the 2015A 
Bonds being redeemed with the proceeds of such check or other transfer. 
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 If any 2015A Bond called for redemption shall not be so paid upon surrender thereof for 
redemption, the redemption price and, to the extent lawful, interest thereon shall, until paid, bear 
interest from the redemption date at the rate borne by the 2015A Bond immediately before the 
redemption date. 
 
 SECTION 3.03. Partial Redemption of 2015A Bonds.  For so long as the 2015A 
Bonds are held in fully immobilized form, the selection of particular Bonds within a maturity to 
be redeemed, whether by optional or mandatory redemption, will be made in accordance with the 
operational arrangements then in effect at DTC.   
 
 If the 2015A Bonds are held in certificated form, then the Trustee will select the 
particular 2015A Bonds to be redeemed within a maturity randomly in such manner as it will 
determine.   
 Upon surrender of any Series 2015A Bond redeemed in part only, WBRP shall execute 
and the Trustee shall authenticate and deliver to the Owner thereof, at no expense to the Owner, 
a new Bond or Bonds of Authorized Denominations equal in aggregate principal amount to the 
unredeemed portion of the Bond surrendered.  Costs of printing and/or authentication of new 
Bonds shall be paid by WBRP.   
 
 SECTION 3.04. Effect of Redemption.  Notice of redemption having been duly 
given as aforesaid, and money for payment of the redemption price of, together with interest 
accrued to the date fixed for redemption on, the 2015A Bonds (or portions thereof) so called for 
redemption being held by the Trustee, on the redemption date designated in such notice, the 
2015A Bonds (or portions thereof) so called for redemption shall become due and payable, 
interest on the Bonds so called for redemption shall cease to accrue on the redemption date, said 
2015A Bonds (or portions thereof) shall cease to be entitled to any benefit or security under this 
Indenture, and the Owners of said 2015A Bonds shall have no rights in respect thereof except to 
receive payment of said principal and interest accrued to the date fixed for redemption. 
 
 All 2015A Bonds redeemed pursuant to the provisions of this Article shall be cancelled 
by the Trustee upon surrender thereof. 
 
 SECTION 3.05. Purchase of Bonds.  At the written direction of an Authorized 
Representative of the University, so long as no Lease Default Event has occurred and is 
continuing, and otherwise at the written direction of WBRP, and with the sources of funds 
specified by the University and/or WBRP, the Trustee shall purchase Bonds offered to the 
University or WBRP at prices deemed acceptable to the University or WBRP, as applicable.  The 
principal amount of any term 2015A Bonds purchased pursuant to this Section 3.05 shall be 
credited against the scheduled redemptions of such 2015A Bonds in the manner designated by an 
Authorized Representative of the University or WBRP, as applicable, in accordance with the 
provisions of Section 3.01(b) hereof, and upon such credit, such Bonds purchased shall be 
cancelled by the Trustee.   
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ARTICLE IV 
CREATION OF FUNDS AND ACCOUNTS; 

PAYMENT OF PRINCIPAL OF AND INTEREST ON BONDS 
 
 SECTION 4.01. Cost of Issuance Fund.  The Trustee shall establish a Cost of 
Issuance Fund for the purpose of paying Costs of Issuance.  Proceeds of the 2015A Bonds in the 
amount of $1,314,197.09 and proceeds of the 2015B Bonds in the amount of $297,937.40 
(representing total Bond proceeds of $1,612,134.49) shall be deposited in the Cost of Issuance 
Fund, and on or after the Date of Issue, the Trustee shall make payments from the Cost of 
Issuance Fund upon receipt of a requisition from WBRP in substantially the form attached hereto 
as Exhibit A.  On the Date of Issue, disbursements may be made as provided in the closing 
memorandum for the Bonds or a certificate signed by an Authorized Representative of WBRP.  
On the earlier of (i) March 7, 2016, or (ii) the date the Trustee receives written direction from an 
Authorized Representative of WBRP that WBRP has determined that all Costs of Issuance have 
been paid, the Trustee shall transfer the balance on hand in the Cost of Issuance Fund to the 
Capitalized Interest Fund, and the Cost of Issuance Fund shall then be closed.  All payments 
made from the Cost of Issuance Fund pursuant to instructions in the closing memorandum for the 
Bonds or written instructions from WBRP on the date of issuance of the Bonds or pursuant to a 
requisition in proper form shall be presumed to be made properly and the Trustee shall not be 
required to see to the application of any such payments or to make any investigation or inquiry 
into the purposes for which withdrawals are being made from the Cost of Issuance Fund.  The 
Trustee shall be fully protected in relying upon any such instructions or requisitions. 
 
 SECTION 4.02. Project Fund. 
 
 (a) Establishment.  The Trustee shall establish the Project Fund for the purpose of 
paying Costs of the Project (other than Costs of Issuance and the capitalized interest described in 
(viii) of the definition of Costs), and shall establish therein (i) a Bond Proceeds Account, into 
which shall be deposited $104,849,679.05 from proceeds of the 2015A Bonds and 
$23,217,584.40 from proceeds of the 2015B Bonds (representing total Bond proceeds of 
$128,067,263.45), and (ii) a Non-Bond Proceeds Account, into which may be deposited, from 
time to time, certain funds pursuant to Section 4.04 hereof. 
 
 All amounts in the Project Fund, until applied as hereinafter provided, shall be held for 
the security of all Bonds Outstanding hereunder. 
 
 The Trustee shall maintain records sufficient to permit calculation of the income on 
investments and interest earned on deposit of amounts held in the Project Fund.  Copies of such 
records shall be made available monthly to WBRP, the University and the Development 
Manager.  The income and interest from the Accounts within the Project Fund shall be retained 
in the respective Accounts within the Project Fund. 
 
 (b) Payments from Accounts within Project Fund.  The Trustee shall disburse money 
from the Accounts within the Project Fund to pay Costs of the Project (other than Costs of 
Issuance and the capitalized interest described in (viii) of the definition of Costs) upon receipt of 
requisitions from WBRP, signed by its Authorized Representative, in substantially the form 
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attached hereto as Exhibit A.  Amounts deposited to the Non-Bond Proceeds Account under 
Section 4.04 may also be used to pay costs to repair or restore the Project as provided therein.  
All payments made from Accounts within the Project Fund pursuant to such requisitions shall be 
presumed to be made properly, and the Trustee shall not be required to see to the application of 
any payments made from the Accounts within the Project Fund, to determine the propriety of any 
such requisition, including without limitation pursuant to the Development Management 
Agreement (except that the Trustee shall be required to determine that any such requisition has 
been properly signed by the Authorized Representative of WBRP as set forth on Exhibit A to this 
Indenture) or otherwise to make any investigation or inquiry into the purposes for which 
disbursements are made from the Accounts within the Project Fund, including without limitation 
whether any such disbursements are used to pay Costs of the Project.   
 
 Any requisition received by the Trustee by 1:00 p.m., Seattle time, on any Business Day 
shall be paid by the Trustee in immediately available funds no later than 1:00 p.m. Seattle time 
on the second succeeding Business Day.  Any requisition received by the Trustee after 1:00 p.m., 
Seattle time, on any Business Day shall be paid by the Trustee in immediately available funds no 
later than 1:00 p.m., Seattle time, on the third succeeding Business Day.  The Trustee shall retain 
copies or records of each requisition and shall not destroy such records for a period of seven 
years after receipt without the prior consent of WBRP and the University, which consent will not 
unreasonably be withheld.   
 
 (c) Final Payment.  Upon final completion of the Project, WBRP shall promptly 
deliver to the University and the Trustee a final completion certificate in substantially the form 
attached hereto as Exhibit B.  Upon receipt of such completion certificate, and after making any 
transfer to the Rebate Fund, the Trustee shall retain certain funds in the Project Fund as may be 
indicated on such completion certificate, and at the written direction of WBRP (consented to by 
the University so long as no Lease Default Event has occurred and is continuing), the Trustee 
shall transfer any funds remaining in the Project Fund in excess of the amounts specified to the 
Trustee by WBRP in the completion certificate to the Principal Account promptly upon receipt 
of such direction.  Any such funds transferred to the Principal Account shall be applied to pay 
principal of the Bonds.  The balance remaining in the Project Fund shall be retained by the 
Trustee and applied as directed in writing by WBRP, and any amount remaining after receipt by 
the Trustee of written notice from WBRP that all conditions for paying retained funds have been 
satisfied or waived shall be transferred to the Principal Account promptly upon receipt of such 
notice, and the Bond Proceeds Account within the Project Fund shall then be closed.  Any such 
funds transferred to the Principal Account shall be applied to pay principal of the Bonds.  WBRP 
shall promptly send a copy to the University of any such written directions to the Trustee. 
 
 (d) Notices to Trustee.  WBRP shall provide written notice to the Trustee and the 
University promptly upon its actual knowledge of the occurrence of the following: 
 
  (i) Final completion of the Project (through delivery of notice in the form of 
Exhibit B); and 
 
  (ii) Any Lease Default Event. 
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 (e) Disclaimer of WBRP.  WBRP makes no representation that the amounts 
deposited or to be deposited in the Project Fund or any Account therein will be sufficient to 
complete the Project, and WBRP has no obligation to deposit any funds in the Project Fund or 
any Account therein except from proceeds of the Bonds, from other funds and accounts under 
this Indenture, and from such other sources as may be provided for under the Lease.    
  
 SECTION 4.03. Capitalized Interest Fund.  The Trustee shall establish a 
Capitalized Interest Fund for the purpose of paying debt service on the Bonds through and 
including the earlier of final completion of the Project and March 1, 2018.  From the 2015A 
Bond proceeds an amount equal to $12,078,360.00 and from the 2015B Bond proceeds an 
amount equal to $871,576.22 (representing $12,949,936.22 in total Bond proceeds) shall be 
deposited into the Capitalized Interest Fund, subject to this Section 4.03.  Transfers from the 
Capitalized Interest Fund to the Interest Account shall be made without requisition in accordance 
with Section 4.06(c) hereof.  All amounts in the Capitalized Interest Fund, until applied as 
hereinafter provided, shall be held for the security of all Bonds Outstanding hereunder.  All 
investment earnings on money in the Capitalized Interest Fund shall be credited to the 
Capitalized Interest Fund.  On or after the earlier of the date the Trustee receives the final 
completion certificate attached as Exhibit B hereto or the Rent Commencement Date, the balance 
on hand in the Capitalized Interest Fund, at the written direction of WBRP, with a copy to the 
University, shall be transferred to the Principal Account of the Bond Fund to be applied to pay 
principal of the Bonds.  The Trustee shall then close the Capitalized Interest Fund.  The Trustee 
shall notify the University and WBRP in writing of the amount of such balance, if any, 
transferred from the Capitalized Interest Fund to the Principal Account. 
 

 SECTION 4.04. Deposits of Funds Other Than Bond Proceeds Into the 
Project Fund and Bond Fund.
 
 (a) Insurance Proceeds.  
 
  (1) To Non-Bond Proceeds Account.  If prior to completion of the Project, the 
Trustee receives any proceeds of insurance for damage to the Project, including proceeds of the 
“Builders Risk” insurance, as such proceeds are designated for such purpose by WBRP in 
writing to the Trustee, with a copy to the University, the Trustee shall deposit such funds in the 
Non-Bond Proceeds Account and WBRP shall apply such funds, pursuant to written requisitions 
in accordance with Section 4.02(b) hereof submitted to the Trustee, to pay the costs to repair and 
restore the Project or to pay Costs of the Project. 
 
  (2) To Interest Account.  If prior to completion of the Project, the Trustee 
receives any insurance proceeds attributable to delays in completing the Project under the 
“Builders Risk” insurance required pursuant to Exhibit E of the Development Management 
Agreement, and such proceeds are designated for such purpose by WBRP in writing to the 
Trustee, with a copy to the University, such funds shall be deposited in the Interest Account to be 
used (before using funds in the Capitalized Interest Fund) to pay interest on the Bonds, in 
accordance with Section 4.06(c) hereof. 
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 (b) Condemnation Proceeds.  If prior to completion of the Project, WBRP receives 
condemnation proceeds with respect to the Premises pursuant to Section 16.1 of the Lease, it 
shall pay those condemnation proceeds over to the Trustee, with written instructions, with a copy 
to the University, to apply them as follows: 
 
  (1) Project Cannot be Completed.  If the Project cannot be completed, WBRP 
shall give the Trustee written notice that all or a portion of such condemnation proceeds shall be 
deposited into the Non-Bond Proceeds Account in the specified amount necessary to pay the 
parties entitled thereto for all Costs of the Project incurred as of the date of such condemnation 
(provided, however, that upon the written direction of WBRP the Trustee shall first apply for 
such purpose any funds then available in the Bond Proceeds Account), and the balance shall be 
applied by the Trustee at the direction of WBRP, with a copy to the University, to defease such 
Bonds as are directed by WBRP pursuant to Section 10.02 hereof.  
 
  (2) Project Can be Completed.  If the Trustee receives written notice from 
WBRP that the Project can be completed, such condemnation proceeds shall be deposited into 
the Non-Bond Proceeds Account to pay Costs of the Project, as directed by WBRP in writing, 
with a copy to the University (provided, however, that upon the written direction of WBRP, with 
a copy to the University, the Trustee shall first apply for such purpose any funds then available in 
the Bond Proceeds Account). 
 
 (c) WBRP Deposits to Non-Bond Proceeds Account.  If the Trustee receives any 
payment from WBRP or the University for any additional Costs of the Project that the University 
is obligated to pay under the Lease or any other insurance proceeds, condemnation proceeds or 
other amount for deposit to the Non-Bond Proceeds Account, then upon written instructions from 
WBRP, with a copy to the University, to the Trustee of any amount paid pursuant to this 
subsection, the Trustee shall deposit any such funds into the Non-Bond Proceeds Account.  Upon 
the written direction of WBRP, with a copy to the University, the Trustee shall (i) apply such 
funds to pay Costs of the Project and/or (ii) shall transfer a specified amount to a specified 
account in the Bond Fund.  At the direction of WBRP, funds described in this subsection (c) may 
be transferred to specified accounts within the Bond Fund. 
 
 SECTION 4.05. Revenue Fund.   
 
 (a) The Trustee shall establish a Revenue Fund into which the Trustee shall deposit: 
 
  (1) the portion of Base Rent described in Section 6.2.1.2 of the Lease; 
 
  (2) the Lump Sum Payment on the Rent Commencement Date pursuant to 
Section 6.6 of the Lease, identified as such to the Trustee by WBRP; 
 
  (3) all net earnings on investments of money in the Revenue Fund; and 
 
  (4) all other money (including without limitation Additional Rent received for 
deposit to the Revenue Fund) received by the Trustee with written instructions by WBRP, with a 
copy to the University, to deposit it in the Revenue Fund. 
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All Base Rent determined in accordance with Section 6.2.1.2 of the Lease, the Lump Sum 
Payment under Section 6.6 of the Lease and any Additional Rent required to pay interest on the 
Bonds (that will not be paid from the Capitalized Interest Account) prior to the Rent 
Commencement Date shall be paid directly to the Trustee for deposit in the Revenue Fund.  
Following the Rent Commencement Date, the Trustee shall notify WBRP and the University by 
the close of business on the second Business Day of each month if Base Rent determined in 
accordance with Section 6.2.1.2 of the Lease has not been received for such month. 
 
 (b) The money and investments in the Revenue Fund are irrevocably pledged and 
shall be used and transferred by the Trustee, as follows and in the following order of priority: 
 
  (1) On or prior to each Interest Payment Date, the amount necessary to pay 
the interest on the Bonds coming due on the Interest Payment Date to the Interest Account; 
 
  (2) On or prior to each Principal Payment Date, the amount necessary to pay 
the regularly scheduled principal of Bonds maturing on such Principal Payment Date to the 
Principal Account;  
 
  (3) On or prior to each day on which Bonds shall be subject to redemption 
prior to scheduled maturity, the redemption price of Bonds to be redeemed to the Redemption 
Account; and 
 

 (4) To pay Administrative Fees and Expenses, but only upon the written 
direction of an Authorized Representative of WBRP; provided, that such written direction shall 
not be required if an Event of Default has occurred and is continuing. 
 
 Upon the occurrence and continuation of an Event of Default and acceleration of all 
Bonds for maturity pursuant to Section 7.02 hereof, and subject to the lien of all Bonds, all 
money in the Revenue Fund and all funds that are then on deposit with the Trustee pursuant to 
this Indenture (other than funds on deposit in the Rebate Fund and the Capital Repairs Fund) 
shall be transferred to the Principal Account. 
 
 SECTION 4.06. Bond Fund 
 
 (a) Establishment.  There is hereby created and established with the Trustee a trust 
fund in the name of WBRP to be designated “WBRP 3.2 Lease Revenue Bonds, Series 2015 
Bond Fund.”  The Bond Fund shall include three accounts:  (1) an Interest Account; (2) a 
Principal Account; and (3) a Redemption Account. 
 
 The Bond Fund shall be in the custody of the Trustee (or any of its affiliates satisfying 
the requirements of Section 8.01(e) hereof) but in the name of WBRP, and WBRP hereby 
authorizes and directs the Trustee to withdraw money from the Bond Fund sufficient to pay the 
principal of and interest on the Bonds as the same shall become due and payable. 
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 (b) Deposits into Bond Fund.  The Trustee shall deposit the following sums into the 
Bond Fund: 
 

 (1) On each Interest Payment Date, to the Interest Account an amount that, 
together with any other money then available therefor in the Interest Account, will be equal to 
the interest on all of the Bonds then Outstanding to become due and payable on that Interest 
Payment Date;  

 
 (2) On each Principal Payment Date for as long as any of the Bonds are 

Outstanding and unpaid, to the Principal Account an amount that, together with any other money 
available therefor in the Principal Account, will be equal to the principal (including mandatory 
redemption amounts pursuant to Section 3.01(b) hereof) of the Bonds to become due and payable 
on that Principal Payment Date; 
 
  (3) On each date on which the Bonds are subject to redemption prior to 
maturity, whether by optional redemption or acceleration prior to maturity, to the Redemption 
Account the redemption price of the Bonds to be redeemed; 
 
  (5) As received, all interest earnings on the Bond Fund to the respective 
account; and 
 
  (6) All other money directed in writing by WBRP or the University, with a 
copy to WBRP or the University, as applicable, to be deposited therein. 
 
 (c) Source of Funds for Deposits to Bond Fund.  Following the Date of Issue and 
until the earlier of the date the Trustee receives the final completion certificate at Exhibit B and 
the Rent Commencement Date, the deposits to the Interest Account referred to in 
Section 4.06(b)(1) shall be made from funds on hand in the Capitalized Interest Fund. 
 
 Following the earlier of the date the Trustee receives the final completion certificate at 
Exhibit B and the Rent Commencement Date, the deposits to the Bond Fund are expected to be 
made from the following sources (not identified in order of priority) (i) transfers made pursuant 
to Section 4.02(c) from the Bond Proceeds Account and/or the Non-Bond Proceeds Account in 
the Project Fund, (ii) transfers to the Principal Account made pursuant to Section 4.03 from the 
Capitalized Interest Fund; and (iii) money on hand in the Revenue Fund.  Notwithstanding the 
foregoing, the Trustee may accept deposits from any source, with written instructions from 
WBRP or the University, as applicable, with a copy to the other, to deposit the same into the 
Bond Fund. 
 
 (d) Balance in Bond Fund.  The Trustee shall provide WBRP and the University with 
online access to the Trustee’s Trust Account Reporting System or its online equivalent 
(“Inform”).  In the event that the Trustee does not have access to an online reporting system, the 
Trustee shall provide another means of communicating with WBRP and the University regarding 
balances on hand in the Project Fund, Revenue Fund and the Bond Fund from time to time.  In 
the event that monthly statements from the Trustee reflect balances on hand in the Revenue Fund 
and the Bond Fund available to pay upcoming maturities of debt service, the University and 
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WBRP, with written notice to the Trustee from WBRP, may adjust upcoming payments of Base 
Rent (either on a pro-rata basis or applicable to the final payment of Base Rent prior to an 
Interest Payment Date). 
 
 (e) Use of Money in Bond Fund.  Except as otherwise provided in Sections 4.09, 
4.11, 4.12, 4.13, 7.03 and Article X hereof, money in the Bond Fund shall be used solely for the 
payment of the principal of and interest on the Bonds as the same shall become due and payable 
at maturity, upon redemption or acceleration or otherwise, and the lien of the Owners of Bonds 
on such money shall be first and prior to the lien of any other Person thereon.   
 
 SECTION 4.07. Liens.  WBRP shall not create any lien upon the Bond Fund or 
upon the Revenues other than the lien hereby created or permitted to be created for the benefit of 
Future Bonds, by the Leasehold Deed of Trust or by the Assignment of Leases.   
 
 SECTION 4.08. Bonds Not Presented for Payment.  In the event any Bonds shall 
not be presented for payment when the principal thereof becomes due, either at maturity or at the 
date fixed for redemption thereof or otherwise, if money sufficient to pay such Bonds is held by 
the Trustee for the benefit of the Owners thereof, the Trustee shall segregate and hold such 
money in trust, without investing such money and without liability for interest thereon, for the 
benefit of the Owners of such Bonds, who shall, except as provided in the following paragraph, 
thereafter be restricted exclusively to such fund or funds for the satisfaction of any claim of 
whatever nature on their part under this Indenture or relating to said Bonds. 
 
 Any money that the Trustee shall segregate and hold in trust for the payment of the 
principal of or interest on any Bond and remaining unclaimed for five years after such principal 
or interest shall have become due and payable shall be remitted by the Trustee in accordance 
with the Uniform Unclaimed Property Act, Chapter 63.29 RCW, as amended, or its successor, or 
to or as directed by pertinent escheat authority, as identified by the Trustee in its sole discretion, 
pursuant to and in accordance with applicable unclaimed property laws, rules or regulations, and 
thereafter Owners of Bonds shall be entitled to look only to such Owners’ rights provided under 
the Uniform Unclaimed Property Act or to the laws of the jurisdiction of any such pertinent 
escheat authority, as applicable, and all liability of the Trustee with respect to such money shall 
thereupon cease; provided, however, that before such money is remitted as aforesaid, the Trustee 
may at the written request of the University (at the cost of the University), so long as no Lease 
Default Event has occurred and is continuing, and otherwise at the written request of WBRP (at 
the cost of WBRP), first mail to the Owners of Bonds that have not yet been paid, at the 
addresses shown on the Bond Register, a notice, in such form as may be deemed appropriate by 
the Trustee, with respect to the Bonds so payable and not presented and with respect to such 
Owners’ rights under the Uniform Unclaimed Property Act.  Any such delivery to any such 
escheat authority shall be in accordance with the customary practices and procedures of the 
Trustee and the escheat authority.  Any money held by the Trustee pursuant to this Section shall 
be held uninvested and without any liability for interest. 
 
 SECTION 4.09. Money Held in Trust.  All money required to be deposited with or 
paid to the Trustee for deposit into any fund (except the Rebate Fund and Capital Repairs Fund) 
or account under any provisions hereof, and all money held by the Trustee hereunder, shall be 
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held by the Trustee (or any of its affiliates satisfying the requirements of Section 8.01(e) hereof) 
in trust, and such money (other than money held pursuant to Sections 4.08, 4.13 and 4.15 hereof) 
shall, while so held, constitute part of the Trust Estate and be subject to the lien hereof. 
 
 SECTION 4.10. Payment to the University.  Any money remaining in the Bond 
Fund after the right, title and interest of the Trustee in and to the Trust Estate and all covenants, 
agreements and other obligations of WBRP under this Indenture shall have ceased, terminated 
and become void and shall have been satisfied and discharged in accordance with Article X 
hereof, shall be paid to the University as a rebate of or credit to Rent under the Lease. 
 
 SECTION 4.11. Investment of Money.  All money held in the Project Fund, the 
Cost of Issuance Fund, the Capitalized Interest Fund, the Bond Fund, and the Revenue Fund 
shall be invested by the Trustee at the written direction of an Authorized Representative of 
WBRP, or upon oral direction promptly confirmed in writing as described in this sentence, solely 
in Investment Securities which shall mature not later than the date when the amounts will 
foreseeably be needed for purposes set forth in this Indenture.  Upon completion of the Project, 
WBRP shall not direct the investment of Bond proceeds in any manner inconsistent with the 
limitations set forth in the Federal Tax Certificate (which outlines certain yield limitations) 
unless WBRP and the Trustee have received an opinion of Bond Counsel to the effect that such 
investment shall not adversely affect the status of the 2015A Bonds.  The Trustee shall have no 
obligation to determine whether any such directed investment is authorized under the definition 
of Investment Securities, to determine whether any such direction is in compliance, or has 
become noncompliant, with the Federal Tax Certificate, including without limitation whether or 
not any direction requires an opinion of Bond Counsel as contemplated under this Section 4.11, 
or to otherwise approve or disapprove of any such direction and shall suffer no liability 
whatsoever in following any such direction.  In the event that the Trustee shall not have received 
written direction as to the investment of such funds, the Trustee shall invest such funds in money 
market funds registered under the Federal Investment Company Act of 1940, whose shares are 
registered under the Federal Securities Act of 1933, and having a rating on the date of such 
investment by S&P of AAAm-G and if rated by Moody’s having a rating on the date of such 
investment of Aaa, including without limitation any fund for which the Trustee or any affiliate of 
the Trustee serves as investment manager, administrator, shareholder, servicing agent, and/or 
custodian or subcustodian, notwithstanding that (a) the Trustee or an affiliate of the Trustee 
receives fees from such funds for services rendered, (b) the Trustee charges and collects fees for 
services rendered under this Indenture, which fees are separate from the fees received from such 
funds, and (c) services performed pursuant to this Indenture may at times duplicate those 
provided to such funds by the Trustee or its affiliates, but the Trustee shall not be required to 
maximize Investment results in making such investment. 
 
 Investment Securities acquired as an investment of money in any fund or account 
established under this Indenture and earnings thereon shall be credited to such fund or account, 
except as otherwise provided herein.  Investments in any and all funds and accounts may be 
commingled for purposes of making, holding, and disposing of investments, notwithstanding 
provisions herein for transfer to or holding in particular funds and accounts amounts received or 
held by the Trustee hereunder, provided that the Trustee shall at all times account for such 
investments strictly in accordance with the funds and accounts to which they are credited and 
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otherwise as provided in this Indenture.  The Trustee may act as principal or agent in the making 
or disposing of any investment.  The Trustee may sell or present for redemption any Investment 
Securities so purchased whenever it shall be necessary to provide money to meet any required 
payment, transfer, withdrawal or disbursement from the fund or account to which such 
Investment Security is credited.  The Trustee may make any and all such investments through its 
own trust or investment department, or through any of its affiliates or subsidiaries.  WBRP and 
the University acknowledge that to the extent that regulations of the Comptroller of the Currency 
or other applicable regulatory agency grant the right to receive brokerage confirmations of 
security transactions, WBRP and the University waive receipt of such confirmations.  The 
Trustee shall furnish to the University and WBRP periodic statements of account which include 
detail of all investment transactions made by the Trustee. 
 
 SECTION 4.12. Arbitrage Rebate.  WBRP will perform or cause to be performed 
the rebate calculations and will direct the Trustee to pay any required amounts to the United 
States of America in accordance with the provisions of the Federal Tax Certificate.  The Trustee 
shall not be responsible for performing rebate calculations and shall not be responsible for any 
loss or damage resulting from any action taken or omitted to be taken by WBRP in performing 
such calculations or making any necessary payments. 
 
 SECTION 4.13. Rebate Fund. 
 
 (a) Establishment.  The Trustee shall establish a Rebate Fund, into which the Trustee 
shall deposit amounts received as provided in this Section 4.13.  Notwithstanding any provision 
hereof to the contrary, funds deposited in the Rebate Fund shall be free and clear of any lien 
hereunder, but shall be held in trust for the purposes described in this Section 4.13.  At the 
direction of WBRP, the Trustee shall apply funds on deposit in the Rebate Fund to make the 
payments of Rebatable Arbitrage required pursuant to Section 4.12 hereof.   
 
 (b) Rebate Calculations and Deposits.  WBRP will, at its cost, hire a Rebate Analyst, 
which shall calculate (i) by no later than December 1 of each year, commencing December 1, 
2016, the Rebatable Arbitrage as of June 30 of the preceding fiscal year for each year following 
the Date of Issue, and (ii) within 15 days of final completion, the Rebatable Arbitrage as of the 
date of final completion.  Based on each such calculation, the Trustee shall deposit into the 
Rebate Fund the amount, if any, from such fund or account as directed by WBRP, with the 
written approval of the University, promptly upon receipt of each such calculation from the 
Rebate Analyst. 
 
 After Substantial Completion, the Rebate Analyst shall continue to make periodic rebate 
calculations by no later than each December 1 for the immediately preceding fiscal year.  Based 
on such calculations, and promptly upon receipt of each such calculation from the Rebate 
Analyst, WBRP shall direct the University to pay to the Trustee as Additional Rent pursuant to 
Section 6.3.1 of the Lease amounts sufficient to make payments of any Rebatable Arbitrage, as 
determined by the Rebate Analyst.  The Trustee shall deposit any such amounts into the Rebate 
Fund. 
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 (c) Investment of Money in the Rebate Fund.  Money in the Rebate Fund shall be 
invested by the Trustee, upon written direction of an Authorized Representative of WBRP in 
Investment Securities that mature no later than a date that is earlier than the date any payment of 
Rebatable Arbitrage is due. 
 
 (d) Rebate Withdrawals.  If the annual calculation of Rebatable Arbitrage under 
subsection (b) of this Section 4.13 hereof indicates that the balance in the Rebate Fund exceeds 
the Rebatable Arbitrage as of the date thereof, then the Trustee shall, if directed in writing by 
WBRP, transfer all or any portion of such excess, (i) if prior to Substantial Completion, to the 
fund or account from which it came, and (ii) if following Substantial Completion, to the Revenue 
Fund. 
 
 (e) Remaining Balance.  Any funds remaining in the Rebate Fund after the Bonds are 
no longer Outstanding and after the right, title and interest of the Trustee in and to the Trust 
Estate and all covenants, agreements and other obligations of WBRP under this Indenture shall 
have ceased, terminated and become void and shall have been satisfied and discharged in 
accordance with Article X hereof, shall be paid to the University, so long as no Lease Default 
Event has occurred and is continuing, and otherwise to WBRP. 
 
 (f) Amendment.  The intent of this Section 4.13 is to require funding of the Rebate 
Fund so that money in that account will be available to pay Rebatable Arbitrage when it is 
required to be paid under Section 148 of the Code.  Notwithstanding anything stated to the 
contrary in this Indenture, WBRP shall not be required to retain a Rebate Analyst or continue to 
perform arbitrage rebate calculations as provided in this Section 4.13 if WBRP provides the 
Trustee with an Opinion of Bond Counsel to the effect that WBRP has met one of the permitted 
exceptions from the payment of Rebatable Arbitrage, no Rebatable Arbitrage is due and owing 
and/or rebate computations are no longer required (which opinion may rely upon the 
mathematical computations of a Rebate Analyst). 
 

SECTION 4.14. Additional Accounts and Subaccounts.  The Trustee may, in its 
discretion, establish such additional accounts within the Project Fund, the Capital Repairs Fund 
and the Bond Fund, and subaccounts within any of the accounts within those funds, as the 
Trustee may deem necessary or useful for the purpose of identifying more precisely the sources 
of payments into and disbursements from the Project Fund, the Capital Repairs Fund and Bond 
Fund and their accounts, respectively, or for the purpose of complying with the requirements of 
the Code relating to arbitrage, but the establishment of any such account or subaccount shall not 
alter or modify any of the requirements of this Indenture with respect to a deposit or use of 
money in the Project Fund or the Bond Fund, or result in commingling of funds not permitted 
hereunder.  In establishing such accounts or subaccounts, the Trustee may at any time request, 
receive and rely with full acquittance upon an Opinion of Bond Counsel, addressed to the 
Trustee and WBRP, that the establishment of such accounts or subaccounts will not cause any 
part of the Bonds to become arbitrage bonds within the meaning of the Code. 
 
 SECTION 4.15.   Capital Repairs Fund.  Under Section 10.4 of the Lease the Trustee 
may receive certain funds under the Lease for capital repairs, and the Trustee shall establish a 
Capital Repairs Fund, and accounts therein if appropriate, for such funds if and when received.  
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If WBRP receives payments with a direction that they are to be used to fund a capital 
replacement reserve pursuant to Section 10.4 of the Lease, such payments shall be delivered to 
the Trustee for deposit to the Capital Repairs Fund.  Such proceeds shall be disbursed at the 
written direction of WBRP, if requested of WBRP by the University, to pay the costs of capital 
improvements and major maintenance of the Project.  The Trustee shall have no duty to monitor 
or determine the necessity, adequacy or propriety of any funding of the Capital Repairs Fund or 
the use of any disbursements therefrom, whether or not a Lease Default Event has occurred and 
is then continuing. 
 
 Any funds remaining in the Capital Repairs Fund upon the final payment or defeasance 
of Bonds shall be disbursed to the University.  The Bondholders shall have no right to direct the 
use and application of the proceeds of the Capital Repairs Fund.  The Capital Repairs Fund is not 
a part of the Trust Estate, and the Bondholders shall not have any rights or obligations with 
respect to money in the Capital Repairs Fund. 
 
 SECTION 4.16.  Funds and Accounts.  Any fund  required by this  Indenture to be 
established and maintained by the Trustee may be established and maintained in the accounting 
records of the Trustee either as a fund or an account, and may, for the purposes of such records, 
any audits thereof and any reports or statements with respect thereto, be treated either as a fund 
or as an account; but all such records with respect to all such funds shall at all times be 
maintained in accordance with customary standards of the corporate trust industry, to the extent 
practicable, and with due regard for the protection of the security of the Bonds and the rights of 
every Bondholder thereof. 
 

ARTICLE V 
GENERAL COVENANTS 

 
 SECTION 5.01. Not General Obligations.  Each and every covenant herein made, 
including all covenants made in the various sections of this Article V, is predicated upon the 
condition that the Bonds shall not be general obligations of WBRP, but shall be payable solely 
from the Trust Estate pledged under this Indenture.  WBRP is a single-purpose entity, is not a 
governmental entity and does not have taxing power. 
 
 WBRP shall execute and deliver the Leasehold Deed of Trust and the Assignment of 
Leases in favor of the Trustee as the beneficiary on behalf of the Owners.  WBRP shall record 
the Leasehold Deed of Trust and Assignment of Leases in King County and shall file a central 
UCC Financing Statement with the Washington Department of Licensing, and the Trustee shall 
file continuation statements as described herein to maintain the security interests granted therein.  
The Trustee shall prepare, request that the University and/or WBRP execute (if such execution is 
necessary for any such filing) and file in a timely manner (if received from the University and/or 
WBRP in a timely manner if execution by the University and/or WBRP is necessary) in such 
places as the initial filings (copies of which shall be provided to the Trustee by WBRP) were 
made a continuation statement with respect to each UCC Financing Statement filed by WBRP 
under this Section 5.01 on the Date of Issue; provided that the Trustee shall not be responsible 
for any initial filings of any financing statements or the information contained therein (including 
the exhibits thereto), the perfection of any such security interests or the accuracy or sufficiency 
of any description of collateral in such initial filings or for filing any modifications or 
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amendments to the initial filings required by amendments of the UCC; and provided further, that 
unless the Trustee shall have been notified by the University or WBRP that any such initial filing 
or description of collateral was or has become defective, including without limitation because of 
any amendment of the UCC, the Trustee shall be fully protected in relying on such initial filing 
in filing continuation statement(s) pursuant to this Section. 
 
 WBRP shall promptly cause to be paid, solely from the sources stated herein, the 
principal of and interest on every Bond issued under this Indenture at the place, on the dates and 
in the manner provided herein and in the Bonds according to the true intent and meaning thereof. 
 
 SECTION 5.02. Performance of Covenants of WBRP; Representations.  WBRP 
shall faithfully perform at all times any and all covenants, undertakings, stipulations and 
provisions contained in this Indenture, in any and every Bond executed, authenticated and 
delivered hereunder, and in all proceedings pertaining thereto.  WBRP represents that it is 
authorized under the laws of the State to issue the Bonds authorized hereby, to enter into this 
Indenture, the Development Management Agreement, the Ground Lease, the Leasehold Deed of 
Trust and the Lease, and to pledge and assign to the Trustee the Trust Estate, and that the Bonds 
are and will be valid and binding obligations of WBRP except as their enforceability may be 
limited by (i) bankruptcy, insolvency, reorganization, moratorium or other applicable laws in 
effect from time to time affecting the rights of creditors generally and (ii) the application of 
general principles of equity.  WBRP shall also comply with all of its covenants, warranties and 
representations under the Leasehold Deed of Trust, the Ground Lease, the Development 
Management Agreement and the Lease. 
 
 SECTION 5.03. Maintenance of Corporate Existence; Compliance With Laws.  
WBRP shall at all times while any Bonds remain Outstanding maintain its existence as a 
Washington nonprofit corporation exempt from taxation under Section 501(c)(3) of the Code, 
and it shall comply with all valid acts, rules, regulations, orders and directions of any legislative, 
executive, administrative or judicial body known to it to be applicable to the Development 
Management Agreement, the Lease, the Ground Lease and this Indenture.   
 
 SECTION 5.04. Enforcement of Obligations of Third Parties to WBRP.  WBRP 
shall monitor the Project and shall enforce (i) the obligations of the Development Manager under 
the Development Management Agreement; (ii) the obligations of the Architect and the General 
Contractor under WBRP’s contracts therewith; (iii) the obligations of the University under the 
Lease, including specifically, but without limitation, the University’s obligation to maintain 
insurance under the Lease (which premiums, if delinquent, the Trustee shall pay to the extent a 
corporate trust officer responsible for the administration of this trust in the Trustee’s Corporate 
Trust Office has actual notice of such delinquency and to the extent of Revenues available 
hereunder for such purpose), (iv) the obligations of the Landlord under the Ground Lease; and 
(v) the obligations of any other tenant under any other leases by WBRP of the Premises.  The 
Trustee shall cooperate with WBRP in enforcing the foregoing obligations; provided, however, 
that the Trustee shall have no independent duty to enforce the foregoing obligations. 
 
 SECTION 5.05. Further Instruments.  WBRP shall execute, and the Trustee shall 
accept, assignment of WBRP’s rights under the Architect’s Agreement and the General 

-34-

Construction Contracts (as or when the same become available) and any other construction-
related agreements, as additional security for the performance of its obligations hereunder.  
WBRP shall, upon the reasonable request of the Trustee, from time to time execute and deliver 
such further instruments as may be reasonable and as may be required to carry out the purposes 
of this Indenture; provided, however, that the Trustee shall have no responsibility for the 
adequacy or sufficiency of any such security or assignments thereof. 
 
 SECTION 5.06. Tax Covenants.   
 
 (a) WBRP covenants not to take or omit to take any action reasonably within its 
power and consistent with the Resolution, this Indenture and the Federal Tax Certificate that will 
impair the tax exempt status of the 2015A Bonds.  WBRP also covenants for the benefit of the 
Owners from time to time of the 2015A Bonds that it will not knowingly act so as to cause the 
proceeds of the Bonds, any money derived, directly or indirectly, from the use or investment 
thereof and any other money on deposit in any fund or account maintained in respect of the 
Bonds (whether such money was derived from the proceeds of the sale of the Bonds or from 
other sources) to be used in a manner that would cause the 2015A Bonds to be treated as 
“arbitrage bonds” within the meaning of Section 148 of the Code. 
 
 (b) The University is the governmental unit on whose behalf WBRP is issuing the 
Bonds, and WBRP shall not knowingly take or permit any action or fail to take any action that 
would cause the 2015A Bonds not to be considered issued on behalf of the University.  In 
furtherance of the covenant contained in the preceding sentence, WBRP agrees to comply with 
the requirements of Rev. Rul. 63-20, 1963-1 C.B. 24; Rev. Proc. 82-26, 1982-1 C.B. 476 and any 
Internal Revenue Service rulings, regulations or notices concerning the issuance of obligations 
by a nonprofit corporation on behalf of a governmental unit. 
 
 (c) WBRP will convey to the University title to the Premises (unencumbered by 
management contracts or any leases by WBRP of the Premises), and, upon receipt of an executed 
statutory warranty deed from WBRP, the Trustee is authorized and directed to (i) request a full 
reconveyance of the Leasehold Deed of Trust, (ii) release such other liens and security interests 
of record in the Premises that it may hold, and (iii) deliver to the University for recordation the 
statutory warranty deed received from WBRP, without recourse or warranty and in its then 
condition, with any costs associated with such recording to be borne by the University, upon the 
full payment and retirement or defeasance of all the Bonds pursuant to the terms of this Indenture 
(including but not limited to the provisions of Article VI and Section 7.10 hereof), unless such 
payment and retirement of the Bonds occurs upon foreclosure on the Leasehold Deed of Trust 
and a Lease Default Event has occurred and is continuing.   

 
The Trustee shall be fully protected in relying upon any such direction to convey and 

determination, allocation or division of the Premises by WBRP, and upon any such statutory 
warranty deed delivered to it by WBRP. 
 
 (d) Notwithstanding any other provision of this Indenture to the contrary, so long as 
necessary to maintain the exclusion from gross income of interest on the 2015A Bonds for 
federal income tax purposes, the covenants contained in this Section shall survive the payment of 
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the 2015A Bonds and the interest thereon, including any payment or defeasance thereof pursuant 
to Article X of this Indenture. 
 
 SECTION 5.07. No Designation under Section 265(b).  The Bonds shall not be 
“qualified tax-exempt obligations” under Section 265(b) of the Code for investment by financial 
institutions. 
 
 SECTION 5.08. Amendments to the Resolution.  WBRP shall make no amendment 
to the Resolution that would materially adversely affect the interest of the Owners of the 
Outstanding Bonds unless the consent of the Owners is obtained. 
 
 SECTION 5.09. Amendments to the Lease; Assignment of Lease.  Any assignment 
of the Lease by either WBRP or the University shall be in accordance with the provisions of the 
Lease.  WBRP shall provide a copy of any such amendment or assignment to the Trustee. 
 
 SECTION 5.10. Disposition of Project; Insurance of Premises.  WBRP and the 
Trustee shall not sell, mortgage, lease or otherwise dispose of the Premises if prohibited by the 
Leasehold Deed of Trust.  If the Lease terminates by its terms at any time that Bonds remain 
Outstanding hereunder, WBRP covenants to obtain and maintain, or cause the University to 
obtain and maintain, liability and property insurance substantially as described in Section 12 of 
the Lease.
 

ARTICLE VI 
OPTIONS TO PREPAY LEASE AND PURCHASE PROJECT 

 
 Section 6.01. Option to Purchase.  If no Lease Default Event or no event of non-
appropriation or emergency reduction in funding has occurred, the University shall have the option 
to purchase the Premises and thereby terminate the Lease on any Interest Payment Date pursuant to 
and subject to the limitations set forth in the Lease.  On or after the date the Bonds are subject to 
optional redemption, the purchase price of the Premises shall be an amount sufficient to pay all 
Outstanding Bonds, plus interest accrued thereon to the date of redemption.  Prior to the date the 
Bonds are subject to optional redemption, the purchase price of the Premises shall be an amount 
sufficient to pay all Outstanding Bonds, plus interest accrued thereon to the date of redemption, 
plus the additional amount, if any, required to fully defease the Outstanding Bonds in accordance 
with Article X. 
 
 Section 6.02. Exercise of Option.   The University shall give the Trustee not less than 
60 days prior written notice of its irrevocable election to exercise its option to purchase under 
Section 6.01 hereof.  The notice and direction shall include a direction to deposit the payment to be 
made with the Trustee in a manner sufficient to redeem and defease the Bonds as provided in 
Article X.  The purchase price shall be paid to the Trustee in cash or same-day available funds on 
the closing date specified in such notice (or such other date as the University and the Trustee may 
mutually agree). 
 
 Section 6.03. Conveyance of Premises.  On the closing date specified in the notice of 
election to exercise purchase option, or such other date as the University, WBRP and the Trustee 
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may mutually agree and if the purchase price has been paid by the University, WBRP shall convey 
the Premises to the University by statutory warranty deed, free and clear of all liens and 
encumbrances, except those liens and encumbrances in place on the Date of Issue or approved by 
the University, and this Indenture and the Lease shall automatically terminate.  The Trustee shall 
not be required to make any representations regarding the conditions of the Premises and the 
University shall agree to accept the Premises in an “as is” condition.  Nothing herein shall be 
construed to require the University to exercise the purchase option herein granted. 

 
ARTICLE VII 

EVENTS OF DEFAULT AND  
REMEDIES OF REGISTERED OWNERS 

 
 SECTION 7.01. Events of Default.  The following events shall be Events of Default 
hereunder: 
 
 (a) default in the due and punctual payment of the principal of any Bond when and as 
the same shall become due and payable, whether at maturity as therein expressed, by proceedings 
for redemption, by acceleration, or otherwise; 
 
 (b) default in the due and punctual payment of any installment of interest on any 
Bond when and as the same shall become due and payable, whether at maturity as therein 
expressed, by proceedings for redemption, by acceleration, or otherwise; 
 
 (c) default by WBRP in the observance of any of the other covenants, agreements or 
conditions on its part contained in this Indenture or in the Bonds, if such default shall have 
continued for a period of 30 days after written notice thereof, specifying such default and 
requiring the same to be remedied, shall have been given to WBRP and the University by the 
Trustee, or to WBRP, the University and the Trustee by the Owners of a majority in aggregate 
principal amount of the Bonds at the time Outstanding; 
 
 (d) Except with respect to matters constituting Events of Default as set forth in 
subsections (a), (b) and (c) above, any failure by WBRP to observe or perform any covenant, 
condition, agreement or provision in the Leasehold Deed of Trust on its part to be observed or 
performed which failure continues at least for a period of 30 days following written notice given 
by the Trustee to WBRP and the University specifying such failure and requesting that such 
failure be remedied by WBRP or the University; or 
 
 (e) an Event of Bankruptcy shall occur. 
 
 SECTION 7.02. Acceleration of Maturity; Remedies.  If any Event of Default 
identified in (a) or (b) of Section 7.01 shall occur, then, and in each and every such case during 
the continuance of such Event of Default, the Trustee or the Owners of not less than a majority in 
aggregate principal amount of the Bonds at the time Outstanding shall be entitled and upon 
notice in writing to WBRP, the Trustee and the University, to declare the principal of all of the 
Bonds then Outstanding, and the interest accrued thereon, to be due and payable immediately, 
and upon any such declaration the same shall become and shall be immediately due and payable, 

A
-20



-37-

anything in this Indenture or in the Bonds contained to the contrary notwithstanding, and interest 
on the Bonds shall cease to accrue on the date of such declaration.  The Trustee shall give notice 
of such declaration by mail to the respective Owners of the Bonds at their addresses appearing on 
the Bond Register.   
 
 Upon the occurrence and continuance of an Event of Default, then and in every such case 
the Trustee in its discretion may, or upon written demand of the Owners of a majority in 
aggregate principal amount of the Bonds then Outstanding and receipt of indemnity against 
anticipated expenses and liability to its satisfaction (which indemnity is a condition precedent to 
its duties hereunder), shall, in its own name and as the Trustee of an express trust, take any or all 
of the following actions if the Bonds are not fully paid: 
 
 (a) by mandamus, or other suit, action or proceeding at law or in equity, enforce all 
rights of the Owners and require WBRP or the University to carry out any agreements with or for 
the benefit of the Owners of Bonds and to perform its or their duties under the Lease and this 
Indenture, provided that any such remedy may be taken only to the extent permitted under the 
applicable provisions of the Lease or this Indenture, as the case may be; 

 
 (b) bring suit upon the Bonds (as provided in Section 7.04 hereof); 
 
 (c) by action or suit in equity require WBRP to account as if it were the trustee of an 
express trust for the Owners of Bonds;  

 
 (d) upon the occurrence of Event of Default described in (a) or (b) of Section 7.01, 
foreclose the Leasehold Deed of Trust or exercise any other remedies thereunder, including the 
reletting of the Premises for any commercial purpose consistent with the tax covenants of 
Section 5.06 hereof or the sale of the leasehold; 

 
 (e) exercise any remedy under the Lease or any other lease by WBRP of the 
Premises;  

 
 (f) by action or suit in equity enjoin any acts or things which may be unlawful or in 
violation of the rights of the Owners of Bonds; or 

 
 (g) take any action or exercise any remedy under the Construction Contracts (as such 
term is defined in the Development Management Agreement) and the Development Management 
Agreement, if such contracts and agreement remain in effect. 
 
 SECTION 7.03. Application of Revenues and Other Funds After Default.  If an 
Event of Default shall occur and be continuing, all Revenues and any other funds then held or 
thereafter received by the Trustee under any of the provisions of this Indenture shall be applied 
by the Trustee as follows and in the following order: 
 
 (a) To the payment of any expenses necessary in the opinion of the Trustee to protect 
the interests of the Owners of the Bonds and payment of reasonable fees and charges and 
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expenses of the Trustee (including reasonable fees and disbursements of its counsel and agents) 
incurred in and in connection with the performance of its powers and duties under this Indenture; 
 
 (b) To the payment of the principal of and interest then due on the Bonds (upon 
presentation of the Bonds to be paid, and stamping thereon of the payment if only partially paid, 
or surrender thereof if fully paid) subject to the provisions of this Indenture, as follows: 
 

(i) Unless the principal of all of the Bonds shall have become or have been 
declared due and payable, 
 
  First:  To the payment to the persons entitled thereto of all installments of interest 
then due in the order of the maturity of such installments and, if the amount available shall not be 
sufficient to pay in full any installment or installments maturing on the same date, then to the 
payment thereof ratably, according to the amounts due thereon, to the persons entitled thereto, 
without any discrimination or preference; and 
 
  Second:  To the payment to the persons entitled thereto of the unpaid principal of 
any Bonds which shall have become due, whether at maturity or by call for redemption, with 
interest on any overdue principal at the rate borne by the respective Bonds, and, if the amount 
available shall not be sufficient to pay in full all the Bonds, together with such interest, then to 
the payment thereof ratably, according to the amounts of principal due on such date to the 
persons entitled thereto, without any discrimination or preference; 
 
  (ii) If the principal of all of the Bonds shall have become or have been 
declared due and payable, to the payment of the principal and interest then due and unpaid upon 
those Bonds, with interest on the overdue principal at the rate borne by the Bonds and to the 
payment of the principal of and interest due on other Bonds, and, if the amount available shall 
not be sufficient to pay in full the whole amount so due and unpaid, then to the payment thereof 
ratably, without preference or priority of principal over interest, or of interest over principal, or 
of any installment of interest over any other installment of interest, or of any Bond over any 
other Bond, according to the amounts due respectively for principal and interest, to the persons 
entitled thereto without any discrimination or preference; and 
 
 (c) All other amounts due to any other Person legally entitled thereto. 
 
 SECTION 7.04. Trustee to Represent Registered Owners.  The Trustee is hereby 
irrevocably appointed (and the successive respective Owners of the Bonds, by taking and holding 
the same, shall be conclusively deemed to have so appointed the Trustee) as trustee and true and 
lawful attorney-in-fact of the Owners of the Bonds for the purpose of exercising and prosecuting 
on their behalf such rights and remedies as may be available to such Owners under the provisions 
of the Bonds, this Indenture, the Lease and applicable provisions of any other law.  Upon the 
occurrence and continuance of an Event of Default or other occasion giving rise to a right in the 
Trustee to represent the Bond Owners, the Trustee in its discretion may, and upon the written 
request of the Owners of a majority in aggregate principal amount of the Bonds then 
Outstanding, and upon being indemnified against anticipated expenses and liabilities to its 
satisfaction therefor (which indemnity is a condition precedent to its duties hereunder, except 
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that Trustee may not seek indemnification as a condition precedent to accelerating the Bonds or 
making payments on Bonds when due to the extent of funds available therefor), shall, proceed to 
protect or enforce its rights or the rights of such Owners by such appropriate action, suit, 
mandamus or other proceedings as it shall deem most effectual to protect and enforce any such 
right, at law or in equity, either for the specific performance of any covenant or agreement 
contained herein, or in aid of the execution of any power herein granted, or for the enforcement 
of any other appropriate legal or equitable right or remedy vested in the Trustee or in such 
Owners under this Indenture, the Lease or any other law; and upon instituting such proceeding, 
the Trustee shall be entitled, as a matter of right, to the appointment of a receiver of the Trust 
Estate, pending such proceedings.  All rights of action under this Indenture or the Bonds or 
otherwise may be prosecuted and enforced by the Trustee without the possession of any of the 
Bonds or the production thereof in any proceeding relating thereto, and any such suit, action or 
proceeding instituted by the Trustee shall be brought in the name of the Trustee for the benefit 
and protection of all the Owners of such Bonds, subject to the provisions of this Indenture.   
 
 SECTION 7.05. Registered Owners’ Direction of Proceedings.  Owners of a 
majority in aggregate principal amount of the Bonds then Outstanding shall have the right, by an 
instrument or concurrent instruments in writing executed and delivered to the Trustee, to direct 
the method of conducting all remedial proceedings taken by the Trustee hereunder, upon 
indemnification satisfactory to the Trustee, provided that such direction shall not be otherwise 
than in accordance with law and the provisions of this Indenture, and that the Trustee shall have 
the right to decline to follow any such direction that in the sole discretion of the Trustee would 
be unjustly prejudicial to Bond Owners not parties to such direction.   
 
 SECTION 7.06. Limitation on Bond Owners’ Right to Sue.  No Owner of any Bond 
shall have the right to institute any suit, action or proceeding at law or in equity, for the 
protection or enforcement of any right or remedy under this Indenture, the Ground Lease, the 
Development Management Agreement, the Lease or any other applicable law with respect to 
such Bond, unless (1) such Owner shall have given to the Trustee written notice of the 
occurrence of an Event of Default; (2) the Owners of a majority in aggregate principal amount of 
the Bonds then Outstanding shall have made written request upon the Trustee to exercise the 
powers hereinbefore granted or to institute such suit, action or proceeding in its own name; 
(3) such Owner or said Owners shall have tendered to the Trustee reasonable indemnity against 
the costs, expenses and liabilities to be incurred in compliance with such request; and (4) the 
Trustee shall have refused or omitted to comply with such request for a period of 60 days after 
such written request shall have been received by, and said tender of indemnity shall have been 
made to, the Trustee. 
 
 Such notification, request, tender of indemnity and refusal or omission are hereby 
declared, in every case, to be conditions precedent to the exercise by any Owner of Bonds of any 
remedy hereunder or under law; it being understood and intended that no one or more Owners of 
Bonds shall have any right in any manner whatever by his or their action to affect, disturb or 
prejudice the security of this Indenture or the rights of any other Owners of Bonds, or to enforce 
any right under this Indenture, the Lease or other applicable law with respect to the Bonds, 
except in the manner herein provided, and that all proceedings at law or in equity to enforce any 
such right shall be instituted, had and maintained in the manner herein provided and for the 
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benefit and protection of all Owners of the Outstanding Bonds, subject to the provisions of this 
Indenture.   
 
 SECTION 7.07. Termination of Proceedings.  In case any proceedings taken by the 
Trustee or any one or more Owners of Bonds on account of any Event of Default shall have been 
discontinued or abandoned for any reason or shall have been determined adversely to the Trustee 
or the Owners, then in every such case WBRP, the Trustee and the Owners, subject to any 
determination in such proceedings, shall be restored to their former positions and rights 
hereunder, severally and respectively, and all rights, remedies, powers and duties of WBRP, the 
Trustee and the Owners shall continue as though no such proceedings had been taken. 
 
 SECTION 7.08. Remedies Not Exclusive.  No remedy herein conferred upon or 
reserved to the Trustee or to the Owners of the Bonds is intended to be exclusive of any other 
remedy or remedies, and each and every such remedy, to the extent permitted by law, shall be 
cumulative and in addition to any other remedy given hereunder or now or hereafter existing at 
law or in equity or otherwise. 
 
 SECTION 7.09. No Waiver of Default.  No delay or omission of the Trustee or of 
any Owner of the Bonds to exercise any right or power arising upon the occurrence of any 
default shall impair any such right or power or shall be construed to be a waiver of any such 
default or an acquiescence therein, and every power and remedy given by this Indenture to the 
Trustee or to the Owners of the Bonds may be exercised from time to time and as often as may 
be deemed expedient. 
 
 SECTION 7.10. Notice of Default; University’s Right to Retire Bonds.  The 
Trustee shall, within 30 days after the occurrence of an Event of Default, give written notice by 
first class mail to Owners of Bonds of all Events of Default known to the Trustee and, unless 
such Event of Default has been remedied, shall send a copy of such notice to WBRP, the 
University and, until the Project Fund is closed pursuant to Section 4.02(c) hereof, the 
Development Manager.  Upon the occurrence of an Event of Default, the University has the 
exclusive option to purchase the Premises, and any additions to the Premises (by exercising such 
option within 90 days after such notice of Event of Default, and by purchasing the Premises and 
any additions within 90 days after the option is exercised), by defeasing all of the Bonds then 
Outstanding in accordance with Section 10.02 hereof and/or purchasing them in accordance with 
Section 3.05 hereof. 
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ARTICLE VIII 
THE TRUSTEE  

 
 SECTION 8.01. Duties, Immunities and Liabilities of Trustee.  The Trustee hereby 
accepts the trusts imposed upon it by this Indenture, represents and covenants that it is fully 
empowered to accept said trusts, and agrees to perform said trusts, but only upon and subject to 
the following express terms and conditions, and no implied covenants or obligations shall be 
read into this Indenture, the Other Documents or any other documents related to the transactions 
contemplated hereunder against the Trustee: 
 
 (a) The Trustee shall, prior to an Event of Default, and after the curing or waiver of 
all Events of Default that may have occurred, perform such duties and only such duties as are 
specifically imposed upon it as set forth in this Indenture.  The Trustee shall, during the existence 
of any Event of Default (which has not been cured or waived), exercise such of the rights and 
powers vested in it by this Indenture, and use the same degree of care and skill in their exercise, 
as a prudent person would exercise or use under the circumstances in the conduct of his or her 
own affairs; provided that, except as to disbursement of funds, making payments upon the Bonds 
when due or acceleration of the Bonds when required, if in the reasonable opinion of the Trustee 
any such action may tend to invoke expense or liability to the Trustee, it shall not be obligated to 
take such action unless it is first furnished with funds for payment of such expense or with 
indemnity therefor satisfactory to it including without limitation indemnity for Environmental 
Claims, which indemnity shall include payment of its fees, extraordinary expenses, outlays and 
reasonable attorneys’ fees (whether incurred before trial, at trial or appeal and in any arbitration 
or bankruptcy proceeding), and other reasonable disbursements in connection therewith, and 
satisfactory indemnity against all risk and liability, except liability which is adjudicated to have 
resulted from its own negligence or willful misconduct in connection with any such action. 
However, the Trustee may, but shall have no obligation to, begin suit, or appear in and defend 
any suit, or intervene, or do anything else in its judgment proper to be done by it as such Trustee, 
without assurance of reimbursement or indemnity.  In all such cases Trustee shall be reimbursed 
or indemnified for all fees and expenses, liabilities, outlays and counsel fees and other reasonable 
disbursements properly incurred in connection therewith, unless such liability or disbursement is 
adjudicated to have resulted from the negligence or willful default of the Trustee.  If the Owners 
shall fail to make such reimbursement or indemnification, the Trustee may reimburse itself from 
any moneys in its possession under the provisions of this Indenture prior to making any 
payments to Owners of the Bonds but otherwise, subject only to the provisions of this Indenture.  
 
 Notwithstanding the effective date of this Indenture or anything to the contrary in this 
Indenture, the Trustee shall have no liability or responsibility for any act or event relating to this 
Indenture that occurs prior to the date the Trustee formally executes this Indenture and 
commences acting as Trustee hereunder.   
 
 (b) Upon 30 days’ advance written notice to the Trustee, WBRP may remove the 
Trustee at any time unless an Event of Default shall have occurred and then be continuing, and 
shall remove the Trustee if at any time requested to do so by an instrument or concurrent 
instruments in writing signed by the Owners of not less than a majority in aggregate principal 
amount of the Bonds then Outstanding (or their attorneys duly authorized in writing) or, without 
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the necessity of advance written notice, if at any time the Trustee shall cease to be eligible in 
accordance with subsection (e) of this Section, or shall become incapable of acting, or shall be 
adjudged a bankrupt or insolvent, or a receiver of the Trustee or its property shall be appointed, 
or any public officer shall take control or charge of the Trustee or of its property or affairs for the 
purpose of rehabilitation, conservation or liquidation, in each case by giving written notice of 
such removal to the Trustee, and thereupon WBRP shall appoint a successor Trustee by an 
instrument in writing. 
 
 (c) The Trustee may at any time resign by giving written notice of such resignation to 
WBRP and the University and by giving the Owners notice of such resignation by mail at the 
addresses shown on the Bond Register.  Upon receiving such notice of resignation, WBRP shall 
promptly appoint a successor Trustee by an instrument in writing.  The Trustee shall not be 
relieved of its duties until such successor Trustee has accepted appointment. 
 
 (d) Any removal or resignation of the Trustee and appointment of a successor Trustee 
shall become effective only upon acceptance of appointment by the successor Trustee.  If no 
successor Trustee shall have been appointed and have accepted appointment within 45 days of 
giving notice of removal or notice of resignation as aforesaid, the resigning Trustee or any Bond 
Owner (on behalf of himself and all other Bond Owners) may petition any court of competent 
jurisdiction for the appointment of a successor Trustee, and such court may thereupon, after such 
notice (if any) as it may deem proper, appoint such successor Trustee.  Any successor Trustee 
appointed under this Indenture shall signify its acceptance of such appointment by executing and 
delivering to WBRP and to its predecessor Trustee a written acceptance thereof, and thereupon 
such successor Trustee, without any further act, deed or conveyance, shall become vested with 
all the money, estates, properties, rights, powers, trusts, duties and obligations of such 
predecessor Trustee, with like effect as if originally named Trustee herein; but, nevertheless at 
the request of WBRP or the request of the successor Trustee, such predecessor Trustee shall, at 
the expense of the University and upon prior payment or full assurance therefor, execute and 
deliver any and all instruments of conveyance or further assurance and do such other things as 
may reasonably be required for more fully and certainly vesting in and confirming to such 
successor Trustee all the rights, title and interest of such predecessor Trustee in and to any 
property held by it under this Indenture and shall pay over, transfer, assign and deliver to the 
successor Trustee any money or other property subject to the trusts and conditions herein set 
forth.  Upon request of the successor Trustee, WBRP shall execute and deliver any and all 
instruments as may be reasonably required for more fully and certainly vesting in and confirming 
to such successor Trustee all such money, estates, properties, rights, powers, trusts, duties and 
obligations.  Upon acceptance of appointment by a successor Trustee as provided in this 
subsection, such successor Trustee shall mail a notice of the succession of such Trustee to the 
trusts hereunder to the Rating Agency and to the Bond Owners at the addresses shown on the 
Bond Register.   
 
 (e) It is the intention that there shall at all times be one or more trustees under this 
Indenture qualified under the Indenture Act, at least one of whom shall at all times be a bank or 
corporation organized and doing business under the laws of the United States or of any state or 
of the District of Columbia or a corporation or other person permitted to act as trustee by the 
SEC (herein and in the Indenture Act referred to as the “institutional trustee”), which (A) is 
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authorized under such laws to exercise corporate trust powers, and (B) is subject to supervision 
or examination by federal, state or District of Columbia authorities.  Any Trustee appointed 
under the provisions of this Section in succession to U.S. Bank National Association as the initial 
Trustee, shall be a trust company or bank having the powers of a trust company qualified under 
the Indenture Act to act as trustee, having a combined capital, surplus and undivided profits of at 
least $50,000,000, subject to supervision or examination by federal, state, or District of 
Columbia authorities, and rated A3/P2 (or the equivalent) or higher by the Rating Agency, if any, 
then maintaining a rating for the Bonds or the Rating Agency then maintaining a rating for the 
Bonds provides written notice that the rating on the Bonds will not be reduced or withdrawn 
upon such appointment.  If such bank or trust company publishes a report of condition at least 
annually, pursuant to law or to the requirements of any supervising or examining authority above 
referred to, then for the purpose of this subsection the combined capital and surplus of such bank 
or trust company shall be deemed to be its combined capital and surplus as set forth in its most 
recent report of condition so published.  In case at any time the Trustee shall cease to be eligible 
in accordance with the provisions of this subsection (e), the Trustee shall resign immediately in 
the manner and with the effect specified in this Section.  Any co-trustee shall be subject to the 
same qualification limitations imposed upon the Trustee.  Upon any appointment of a co-trustee 
in addition to the institutional trustee, the rights, powers, duties, and obligations conferred or 
imposed upon any trustee shall be deemed to be conferred or imposed upon and exercised or 
performed by such institutional trustee or the institutional trustee and co-trustees jointly, except 
to the extent that under any law of any jurisdiction in which any particular act or acts are to be 
performed, the institutional trustee shall be incompetent or unqualified to perform such act or 
acts, in which event such rights, powers, duties, and obligations shall be exercised and performed 
by such co-trustee(s).  In no event shall the University serve as trustee under this Indenture. 
 
 (f) Notwithstanding anything to the contrary herein, the Trustee shall not be 
responsible for the preliminary or final official statement or any other offering materials relating 
to the Bonds (except for statements prepared or approved by the Trustee under the caption “The 
Trustee” in any such offering materials), or for any recital or statement herein or in the Bonds, 
the Other Documents or any assignments to the Trustee hereunder or under any instrument or 
any supplemental instrument by WBRP, the University or the Development Manager, as 
appropriate.  The Trustee shall have no responsibility for compliance with any state or federal 
securities laws in connection with the Bonds, for the validity of the execution by WBRP of this 
Indenture, or for the validity of the execution of the Leasehold Deed of Trust, the Assignment of 
Leases or any other assignments to the Trustee hereunder or under any instrument or any 
supplemental instrument by WBRP, the University or the Development Manager, as appropriate, 
or for the validity or sufficiency of the security for the Bonds issued hereunder or intended to be 
secured hereby, or for the value or title of the to the Trust Estate, or otherwise as to the 
maintenance of the security hereof, or for the creditworthiness of WBRP, the Development 
Manager or any other party to any Bond Document.  The Trustee shall not be bound to ascertain 
or inquire as to the performance or observance of any covenant, condition or agreement on the 
part of the University, the Development Manager or WBRP, as appropriate and shall have no 
duty to collect, preserve, exercise or enforce rights in the property or assets pledged hereunder to 
the Bonds (against prior parties or otherwise), except as set forth herein, but the Trustee may 
require of WBRP, the Development Manager and the University full information and advice as 
to the performance of the covenants, conditions and agreements aforesaid and of the condition of 

-44-

the physical property included in the Trust Estate.  The Trustee shall not be accountable for the 
use of any Bonds authenticated or delivered hereunder. 
 
 The Trustee makes no representation or warranty, express or implied, as to the title, 
value, design, compliance with specifications or legal requirements, quality, durability, 
operation, condition, merchantability or fitness for any particular purpose for the use 
contemplated by WBRP, the University or the Development Manager of the Project.  In no event 
shall the Trustee be liable for incidental, indirect, special or consequential damages in connection 
with or arising from the Other Documents, this Indenture or any other document related hereto or 
thereto for the existence, furnishing or use of the Premises. 
 
 (g) The Trustee’s rights to immunities and protection from liability hereunder and its 
rights to payment of fees and expenses shall survive its resignation or removal and the final 
payment or defeasance of the Bonds or the discharge of this Indenture. 
 
 (h) The Trustee agrees to accept and act upon instructions or directions pursuant to 
this Indenture sent by unsecured e-mail, facsimile transmission or other similar unsecured 
electronic methods, provided, however, that WBRP, the University and the Development 
Manager (as applicable) shall provide to the Trustee an incumbency certificate listing designated 
persons with the authority to provide such instructions, which incumbency certificate shall be 
amended whenever a person is to be added or deleted from the listing.  If any person so elects to 
give the Trustee e-mail or facsimile instructions (or instructions by a similar electronic method) 
and the Trustee in its discretion elects to act upon such instructions, the Trustee’s understanding 
of such instructions shall be deemed controlling.  The Trustee shall not be liable for any losses, 
costs or expenses arising directly or indirectly from the Trustee’s reliance upon and compliance 
with such instructions notwithstanding such instructions conflict or are inconsistent with a 
subsequent written instruction.  WBRP agrees to assume all risks arising out of the use of such 
electronic methods to submit instructions and directions to the Trustee, including the risk of the 
Trustee acting on unauthorized instructions, and the risk of interception and misuse by third 
parties. 
 
 SECTION 8.02. Conflicting Interests.  If the Trustee has or shall acquire any 
“conflicting interest” as such term is defined in the Indenture Act, then, within 90 days after 
ascertaining that it has such conflicting interest, and if the Event of Default to which such 
conflicting interest relates has not been cured or duly waived or otherwise eliminated before the 
end of such 90-day period, the Trustee shall either eliminate such conflicting interest or WBRP 
shall take prompt steps to have a successor appointed as provided by Section 8.01(b) of this 
Indenture. 
 
 In the event that WBRP shall fail to cause appointment of a successor, the Trustee shall, 
within 10 days after the expiration of such 90-day period, transmit notice of such failure to the 
Owners; and any Owner who has been a bona fide owner of Bonds for at least six months may, 
on behalf of him/her/itself and all others similarly situated, petition any court of competent 
jurisdiction for the removal of the Trustee, and the appointment of a successor, if the Trustee 
fails, after written request thereof by such Owner, to cause appointment of a successor. 
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 SECTION 8.03. Merger or Consolidation.  Any company into which the Trustee 
may be merged or converted or with which it may be consolidated or any company resulting 
from any merger, conversion or consolidation to which it shall be a party or any company to 
which the Trustee may sell or transfer all or substantially all of its municipal corporate trust 
business, provided such company shall be eligible under subsection (e) of Section 8.01, shall be 
the successor to such Trustee without the executing or filing of any paper or any further act, 
anything herein to the contrary notwithstanding.  Notice of such merger or consolidation shall be 
given to WBRP, the University, and, until the Project Fund is closed pursuant to Section 4.02(c), 
the Development Manager. 
 
 SECTION 8.04. Liability of Trustee.   
 
 (a) The recitals of facts herein and in the Bonds shall be taken as statements of 
WBRP, and the Trustee shall have no responsibility for the correctness of the same or for the 
validity or sufficiency of this Indenture, or any representations therein.  The Trustee shall incur 
no responsibility in respect of any such documents, other than in connection with the duties or 
obligations herein or in the Bonds assigned to or imposed upon it.  The Trustee shall, however, 
be responsible for its representations contained in its certificate of authentication on the Bonds.  
The Trustee shall not be liable for following any instruction that it is directed to follow 
hereunder, and shall not be liable otherwise in connection with the performance of its duties or 
exercise of discretion hereunder, except for its own negligence or willful misconduct and except 
as otherwise provided in this Indenture.  The Trustee may become the Owner of Bonds as 
principal with the same rights it would have if it were not Trustee and, to the extent permitted by 
law, may act as depository for and permit any of its officers or directors to act as members of, or 
in any other capacity with respect to, any committee formed to protect the rights of Bond 
Owners, whether or not such committee shall represent the Owners of a majority in principal 
amount of the Bonds then Outstanding.  Notwithstanding anything to the contrary contained 
herein, the Trustee shall have no duty, and nothing herein shall be read to confer or imply that 
the Trustee has standing, to assert any claims under the federal securities laws on behalf of any 
Owners, or Beneficial Owners, or any class thereof.   
 
 (b) The Trustee shall not be liable for any error of judgment made in good faith by a 
responsible officer, unless it shall be proved that the Trustee was negligent in ascertaining the 
pertinent facts. 
 
 (c) The Trustee shall not be liable with respect to any action taken or omitted to be 
taken by it in good faith in accordance with the direction of the Owners of a majority in 
aggregate principal amount of the Bonds at the time Outstanding relating to the time, method and 
place of conducting any proceeding for any remedy available to the Trustee or exercising any 
trust or power conferred upon the Trustee under this Indenture. 
 
 (d) The Trustee shall not be liable for any action taken by it in good faith and 
believed by it to be authorized or within the discretion or rights or powers conferred upon it by 
this Indenture. 
 

-46-

 (e) Notwithstanding anything to the contrary contained herein, the Trustee shall not 
be deemed to have knowledge of any default or Event of Default hereunder or Lease Default 
Event or any duty to give notice of any such event, unless and until a trust officer of the Trustee 
responsible for the administration of the Trust Estate  at the Corporate Trust Office shall have 
actual knowledge thereof or shall have received written notice thereof, at its Corporate Trust 
Office, and in the absence of that notice so received, the Trustee may conclusively assume that 
there is no such Event of Default or Lease Default Event.  Except as otherwise expressly 
provided herein, the Trustee shall not be bound to ascertain or inquire as to the performance or 
observance of any of the terms, conditions, covenants or agreements herein or of any of the 
documents executed in connection with the Bonds, or as to the existence of a default or event of 
default (however defined) thereunder.  The Trustee shall not be responsible for the validity or 
effectiveness of any collateral given to or held by it. 
 
 (f) No provision of this Indenture shall require the Trustee to expend, advance or risk 
its own funds or otherwise incur any financial liability in the performance of any of its duties 
hereunder or in the exercise of any of its rights or powers, or take any action (including but not 
limited to the institution or defense of legal proceedings or the institution of foreclosure 
proceedings) if it shall have reasonable grounds for believing that prompt repayment of such 
funds or adequate indemnity against such risk or liability is not reasonably assured to it; 
provided, however, if the Trustee elects to take any such action it shall be entitled to 
reimbursement, security or indemnity for the payment of the costs, expenses (including but not 
limited to attorneys’ fees) and liabilities which may be incurred therein or thereby, satisfactory to 
the Trustee.  Notwithstanding the above, the Trustee shall not seek indemnity before (1) making 
payments on the Bonds when due to the extent funds are available therefor, or (2) causing an 
acceleration when required by the Indenture. 
 
 (g) Except as provided in Sections 5.01 and 5.06(c) hereof, the Trustee shall have no 
responsibility for the recording or filing of this Indenture or any financing statements or any 
other document or instrument whatsoever.  The Trustee shall not be responsible for the 
sufficiency or form of any insurance maintained with respect to the Project and shall not be 
required to obtain, maintain or review any policy of insurance 
 

(h) The Trustee may execute any of the trusts or powers hereof and perform any of its 
duties by or through affiliates, attorneys, accountants and other experts, agents, servicers, 
receivers, officers or employees and shall not be answerable for the conduct of the same if 
appointed by the Trustee with due care.  All reasonable costs incurred by the Trustee and all 
reasonable compensation to all such attorneys, accountants and other experts, agents and 
receivers as may reasonably be employed in connection with the trusts hereof shall be paid by 
WBRP. 
 

(i) The Trustee shall not be required to enter into any Supplemental Indenture or 
other supplement or amendment contemplated under Article VIII hereof that in the sole 
discretion of the Trustee may tend to involve it in liability or expense, or enlarge its duties 
hereunder or under any other instrument or agreement to which the Trustee is a party. 
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 (j) Notwithstanding any provision of this Indenture to the contrary, under no 
circumstances shall the Trustee be liable in its individual capacity for the obligations evidenced 
by the Bonds.  In accepting the trust hereby created, the Trustee acts solely as trustee for the 
Owners and not in its individual capacity and, except as otherwise expressly provided herein, all 
Persons, including the Owners, the University, Landlord, WBRP and the Development Manager, 
having any claim against the Trustee arising from this Indenture shall look for payment only to 
the Funds held by the Trustee hereunder. 
 
 (k) The permissive right of the Trustee to do things enumerated in this Indenture shall 
not be construed as a duty of the Trustee, and the Trustee shall be answerable only for its own 
negligence or willful misconduct in accordance with the provisions of this Article.  The Trustee 
shall not be required to give any bond or surety in respect of the execution of its trusts and 
powers hereunder or otherwise in respect of the premises. The Trustee shall have no liability in 
respect of any investment advice rendered to any Owner or for the management of the Project. 
 
 (l) Notwithstanding any other provision herein or in the Leasehold Deed of Trust, the 
Trustee shall not be required to acquire possession of or take any action with respect to the 
Project or other security hereunder which could cause it to be considered an “owner” or 
“operator” within the meaning of the Comprehensive Environmental Response Compensation 
and Liability Act of 1980, as amended from time to time, or which could result in personal 
liability, expense, or loss under any other law dealing with environmental matters or hazardous 
substances.  It is acknowledged and agreed that the Trustee has no authority to manage or 
operate the Project, or any portion thereof, except as necessary to exercise remedies upon 
default. 
 
 SECTION 8.05. Right to Rely on Documents.  The Trustee shall be protected in 
acting upon any notice, resolution, request, requisition, consent, order, certificate, direction, 
report, opinion, bond or other paper or document believed by it to be genuine and to have been 
signed or presented by the proper party or parties.  At the expense of WBRP, the Trustee may 
consult with counsel, who may be counsel of or to WBRP, and the advice of such counsel or any 
opinion of counsel shall be full and complete authorization and protection in respect of any 
action taken or suffered by it hereunder in good faith and in accordance therewith. 
 
 The Trustee shall not be bound to recognize any person as the Owner of a Bond unless 
and until such Bond is submitted for inspection, if required, and his title thereto is satisfactorily 
established, if disputed. 
 
 Whenever in the administration of the trusts imposed upon it by this Indenture the 
Trustee shall deem it necessary or desirable that a matter be proved or established prior to taking 
or suffering any action hereunder, such matter (unless other evidence in respect thereof be herein 
specifically prescribed) may be deemed to be conclusively proved and established by a 
certificate of WBRP, and such certificate shall be full warrant to the Trustee for any action taken 
or suffered in good faith under the provisions of this Indenture in reliance upon such certificate, 
but in its discretion the Trustee may, in lieu thereof, accept other evidence of such matter or may 
require such additional evidence as it may deem reasonable.  In furtherance and not in limitation 
of the foregoing, the Trustee may in any instance where the Trustee determines that it lacks or is 
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uncertain as to its authority to take or refrain from taking certain action, or as to the requirements 
of this Indenture, any Other Document, or any other documents related to the transactions 
contemplated hereunder under any circumstance before it, delay or refrain from taking action 
unless and until it has received such certificate from WBRP, or if the Trustee deems necessary, 
further instructions from WBRP or, at the expense of WBRP, advice from legal counsel (or other 
appropriate advisor), satisfactory to it in its sole discretion, as the case may be, subject to the 
requirements of the preceding paragraph concerning interpretations of the Indenture. 
 
 SECTION 8.06. Preservation and Inspection of Documents.  All documents 
maintained by the Trustee under the provisions of this Indenture shall be retained in its 
possession and shall be subject at all reasonable times to the inspection of WBRP and its agents 
and representatives duly authorized in writing, at reasonable hours and under reasonable 
conditions. 
 
 SECTION 8.07. Compensation and Indemnification.  WBRP shall pay the Trustee 
as compensation for its ordinary services hereunder the fees set forth in the written fee schedule 
of the Trustee in effect as of the Date of Issue based upon its proposal, payable semiannually in 
advance, or as of the date of appointment of any successor Trustee, and also all reasonable fees, 
expenses, charges, legal and consulting fees and other disbursements and those of its attorneys, 
agents and employees, incurred in and about the performance of its powers and duties under this 
Indenture.  In the event that it should become necessary that the Trustee perform extraordinary 
services, it shall be entitled to reasonable extra compensation by WBRP therefor, and to 
reimbursement for reasonable and necessary extraordinary expenses in connection therewith; 
provided, that if such extraordinary services are due to the willful misconduct or negligence of 
the Trustee it shall not be entitled to compensation or reimbursement therefor.  The Trustee’s 
rights to receive compensation under this Section shall be secured by, and there is hereby 
granted, a lien on the Trust Estate, which lien shall be subordinate to the lien in favor of the 
Owners for payment of the principal of and premium, if any, and interest on the Bonds, except 
that, upon an Event of Default, but only upon an Event of Default, the Trustee shall have a prior 
lien upon the Trust Estate  for its extraordinary fees, charges and attorney fees (whether incurred 
before trial, at trial, on appeal or in any bankruptcy or arbitration proceeding) and costs incurred 
in enforcing the provisions of the Indenture or any other agreement referred to herein. 
 
 WBRP covenants and agrees to indemnify and hold the Trustee and its directors, officers, 
agents and employees (collectively, the “Indemnitees”) harmless from and against any and all 
liabilities, losses, damages, fines, suits, actions, demands, penalties, costs and expenses, 
including out-of-pocket, incidental expenses, legal fees and expenses, the allocated costs and 
expenses of in-house counsel and legal staff and the costs and expenses of defending or 
preparing to defend against any claim (“Losses”) that may be imposed on, incurred by, or 
asserted against, the Indemnitees or any of them for following any instruction or other direction 
upon which the Trustee is authorized to rely pursuant to the terms of this Indenture, or for loss, 
or damage to any property, or injury to or death of any person, asserted by or on behalf of any 
Person arising out of, resulting from, or in any way connected with (1) the Project or the 
Premises, or the conditions, occupancy, use, possession, conduct, environmental condition or 
management of, or any work done in or about, the Project or the Premises, including any use, 
presence, storage, disposal, or release of any substance (whether solid, liquid, or gaseous) which 
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is or may be hazardous or toxic to the environment or to the health or safety of persons on the 
Premises, including without limitation Environmental Claims arising therefrom or related 
thereto, or from the planning, design, acquisition or construction of any Project facilities or any 
part thereof; (2) except those statements provided by the Trustee for inclusion therein, any untrue 
statement or alleged untrue statement of any material fact or the omission or alleged omission to 
state a material fact necessary to make the statements made not misleading in any statement, 
information or material furnished by WBRP or the University, including, but not limited to, the 
official statement utilized in connection with the sale of the Bonds.  In addition to and not in 
limitation of the immediately preceding sentence, WBRP also covenants and agrees to indemnify 
and hold the Indemnitees and each of them harmless from and against any and all Losses that 
may be imposed on, incurred by, or asserted against the Indemnitees or any of them in 
connection with or arising out of the Trustee’s performance under this Indenture or under the 
Other Documents, provided the Trustee has not acted with negligence or engaged in willful 
misconduct.  The provisions of this Section shall survive the termination of this Indenture and 
the resignation or removal of the Trustee for any reason. 
 

ARTICLE IX 
MODIFICATION OF THIS INDENTURE  

AND THE LEASEHOLD DEED OF TRUST 
 

 SECTION 9.01. Limitations.  Neither this Indenture nor the Other Documents shall 
be modified or amended in any respect subsequent to the initial issuance of the Bonds, except as 
may be expressly provided therein and in accordance with and subject to the provisions of this 
Article IX.  The Trustee shall not be obligated to enter into or consent to any Supplemental 
Indenture or any modification, alteration, amendment or supplement to an Other Document that 
affects the duties, liabilities and immunities of the Trustee hereunder or the rights of the Trustee 
under Article VIII hereof.  Notice of any Supplemental Indenture or any modification, alteration, 
amendment or supplement to an Other Document shall be given in writing to each Rating 
Agency, the University and, until the Project Fund is closed, pursuant to Section 4.02(c), the 
Development Manager. 
 
 SECTION 9.02. Supplemental Indentures without Consent of Owners.  WBRP 
may, and, subject to the provisions of Section 9.01 hereof, the Trustee shall, from time to time 
and at any time (without the consent of or, except as provided below, notice to the Owners of the 
Bonds) enter into Supplemental Indentures as follows: 
 
 (a) to cure any formal defect, omission, inconsistency or ambiguity in this Indenture; 
 
 (b) to grant to or confer or impose upon the Trustee for the benefit of the Owners of 
the Bonds any additional rights, remedies, powers, authority, security, liabilities or duties which 
may lawfully be granted, conferred or imposed and which are not contrary to or inconsistent with 
this Indenture as theretofore in effect; 
 
 (c) to add to the covenants and agreement of, and limitations and restrictions upon, 
WBRP in this Indenture other covenants, agreements, limitations and restrictions to be observed 
by WBRP that are not contrary to or inconsistent with this Indenture as theretofore in effect; 
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 (d) to confirm, as further assurance, any pledge under, and the subjection of the Trust 
Estate to any claim, lien or pledge created or to be created by, this Indenture; 
 
 (e) to provide for the issuance of the Bonds and the creation of funds in connection 
therewith; to authorize different Authorized Denominations of the Bonds and to make correlative 
amendments and modifications to this Indenture regarding exchangeability of the Bonds of 
different Authorized Denominations, redemptions of portions of the Bonds of particular 
Authorized Denominations and similar amendments and modifications of a technical nature; 
 
 (f) to modify, alter, supplement or amend this Indenture in such manner as shall 
permit the qualification hereof under the Indenture Act, as from time to time amended; 
 
 (g) to increase or decrease the number of days for notices or to change the addresses 
specified in Section 12.06 hereof, provided that no decreases in any such number of days shall 
become effective until 30 days after the Trustee shall have given notice to the Owners of the 
Bonds; 
 
 (h) to issue Future Bonds as permitted hereunder; 
 
 (i) to provide for the procedures required to permit Bonds to be held in certificated 
form;  
 
 (j) to modify, alter, amend or supplement this Indenture in such manner as shall 
preserve the tax-exempt status of interest on the Bonds originally issued on tax exempt basis; and 
 
 (k) to modify, alter, amend or supplement this Indenture in any other respect which is 
not materially adverse to the Owners and which does not involve a change described in the 
provisions of Section 9.03(a) hereof. 
 
 Before WBRP and the Trustee shall enter into any Supplemental Indenture pursuant to 
this Section 9.02, there shall have been delivered to the Trustee an Opinion of Bond Counsel 
stating that such Supplemental Indenture is authorized or permitted by this Indenture and 
complies with its terms, that it will, upon the execution and delivery thereof, be valid and 
binding upon WBRP in accordance with its terms and that it will not adversely affect the 
exemption from federal income taxation of interest on the Bonds. 
 
 SECTION 9.03. Supplemental Indentures with Consent of Owners. 
 
 (a) Except for any Supplemental Indenture entered into pursuant to Section 9.02 
hereof, subject to the terms and provisions contained in this Section 9.03, the Owners of not less 
than a majority in aggregate principal amount of Bonds shall have the right from time to time to 
consent to and approve the execution and delivery by WBRP and the Trustee of any 
Supplemental Indenture deemed necessary or desirable by WBRP for the purposes of modifying, 
altering, amending, supplementing or rescinding, in any particular, any of the terms or provisions 
contained in this Indenture; provided, however, that, unless approved in writing by the Owners 
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of all Bonds affected by such change, nothing herein contained shall permit, or be construed as 
permitting, (i) a change in the times, amounts or currency of payment of the principal of or 
interest on any Bond, or a reduction in the principal amount or redemption price of any Bond or 
a change in the method of determining the rate of interest thereon, or (ii) a preference or priority 
of any Bond or Bonds over any other Bond or Bonds, or (iii) a reduction in the aggregate 
principal amount of Bonds the consent of the Owners of which is required for any such 
Supplemental Indenture or which is required, under Section 9.07 hereof, for any modification, 
alteration, amendment, or supplement to the Leasehold Deed of Trust.   
 
 (b) If at any time WBRP shall request the Trustee to enter into any Supplemental 
Indenture for any of the purposes of this Section 9.03, the Trustee shall cause notice of the 
proposed Supplemental Indenture to be given to the University (so long as the Lease shall be in 
effect and no Lease Default Event has occurred and is continuing), all Owners of Bonds, and, 
until the Project Fund is closed pursuant to Section 4.02(c), the Development Manager.  Such 
notice (which shall be prepared by or on behalf of WBRP but not by the Trustee) shall briefly set 
forth the nature of the proposed Supplemental Indenture and shall state that a copy thereof is on 
file at the office of the Trustee for inspection by the University (if applicable), all Owners of 
Bonds and the Development Manager (if applicable). 
 
 (c) Within four months after the date of the giving of such notice, WBRP and the 
Trustee may enter into such Supplemental Indenture in substantially the form described in such 
notice, but only if there shall have first been delivered to the Trustee (i) the required consents, in 
writing, of the Owners of Bonds, and, if applicable, the University, in accordance with 
Section 9.05 hereof, and (ii) an Opinion of Bond Counsel stating that such Supplemental 
Indenture is authorized or permitted by this Indenture and complies with its terms, and, upon the 
execution and delivery thereof, will be valid and binding upon WBRP and the University in 
accordance with its terms and will not adversely affect the exemption from federal income 
taxation of interest on the Bonds. 
 
 (d) If Owners of not less than the percentage of Bonds required by this Section 9.03 
shall have consented to and approved the execution and delivery thereof as herein provided, no 
Owner shall have any right to object to the execution and delivery of such Supplemental 
Indenture, or to object to any of the terms and provisions contained therein or the operation 
thereof, or in any manner to question the propriety of the execution and delivery thereof, or to 
enjoin or restrain WBRP or the Trustee from executing and delivering the same or from taking 
any action pursuant to the provisions thereof. 
 
 SECTION 9.04. Effect of Supplemental Indenture.  Upon the execution and 
delivery of any Supplemental Indenture pursuant to the provisions of this Article IX, this 
Indenture shall be, and be deemed to be, modified and amended in accordance therewith, and the 
respective rights, duties and obligations under this Indenture of WBRP, the Trustee and all 
Owners of Bonds shall thereafter be determined, exercised and enforced under this Indenture 
subject in all respects to such modifications and amendments.   
 
 SECTION 9.05. Consent for Supplemental Indentures.  Notwithstanding any other 
provision of this Indenture to the contrary, no Supplemental Indenture shall become effective 
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unless and until the Trustee, WBRP and the University (so long as the Lease shall be in effect 
and no Lease Default Event or Permitted Termination Event (as evidenced to the Trustee by a 
written certificate of WBRP) has occurred and is continuing) shall have consented thereto in 
writing. 
 
 SECTION 9.06. Amendment of Other Documents without Consent of Owners.  
Without the consent of or notice to the Owners of the Bonds, WBRP may modify, alter, amend, 
or supplement the Other Documents (a) as may be required by the provisions of the Other 
Documents, respectively, and this Indenture, (b) for the purpose of curing any formal defect, 
omission, inconsistency or ambiguity therein, (c) in connection with the issuance of Future 
Bonds, or (d) in connection with any other change therein which is not materially adverse to the 
Owners of Bonds.  For avoidance of doubt, any change to the Other Documents that does not 
reduce or otherwise limit the University’s obligation to pay Base Rent related to the Bonds under 
the Lease shall be deemed not materially adverse. 
 
 Before WBRP shall enter into any modification, alteration, amendment or supplement to 
the Other Documents pursuant to this Section 9.06, there shall have been delivered to WBRP and 
the Trustee (i) an Opinion of Bond Counsel stating that such modification, alteration, amendment 
or supplement is authorized or permitted by this Indenture and complies with its terms, that it 
will, upon the execution and delivery thereof, be valid and binding upon WBRP in accordance 
with its terms, and that it will not adversely affect the exemption from federal income taxation of 
interest on Bonds issued as tax-exempt bonds and (ii) only if the Ground Lease or Lease is 
modified, appropriate title insurance endorsements insuring that any such modification, 
alteration, amendment or supplement does not adversely affect the lien of the Other Documents 
on the Premises. 
 
 SECTION 9.07. Amendment of Other Documents with Consent of Owners.  The 
Trustee shall not consent to any amendment, change or modification of an Other Document that 
would limit the University’s obligation to pay Base Rent related to the Bonds or would impair or 
limit the Trustee’s lien on the Lease without the written approval or consent of the Owners of not 
less than a majority in aggregate principal amount of the Bonds then Outstanding, given and 
procured as provided in Section 9.03 hereof; provided, however, that, unless approved in writing 
by the Owners of all Bonds then Outstanding, nothing in this Section 9.07 contained shall permit, 
or be construed as permitting, a material and adverse change in the obligations of WBRP.  If at 
any time WBRP shall request the consent of the Trustee to any such proposed modification, 
alteration, amendment or supplement, the Trustee shall cause notice thereof to be given in the 
same manner as provided by Section 9.03 hereof with respect to Supplemental Indentures.  Such 
notice shall briefly set forth the nature of such proposed modification, alteration, amendment or 
supplement and shall state that copies of the instrument embodying the same are on file at the 
Corporate Trust Office of the Trustee for inspection by all Owners.  WBRP may enter into, and 
the Trustee may consent to, any such proposed modification, alteration, amendment or 
supplement subject to the same conditions and with the same effect as provided in Section 9.03 
hereof with respect to Supplemental Indentures. 
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ARTICLE X 
DISCHARGE AND DEFEASANCE 

 
 SECTION 10.01. Discharge of Indenture.  Bonds may be paid by WBRP in any of 
the following ways, provided that WBRP also pays or causes to be paid any other sums payable 
hereunder: 
 
 (a) by paying or causing to be paid the principal of and interest on the Bonds, as and 
when the same become due and payable; 
 
 (b) by defeasance (as provided in Section 10.02 hereof); or 
 
 (c) by delivering to the Trustee, for cancellation by it, the Bonds then Outstanding 
pursuant the terms of this Indenture. 
 
 The Trustee shall give written notice to the Rating Agency when the principal of and 
interest on all Outstanding Bonds are fully paid. 
 
 If WBRP shall also pay or cause to be paid all other sums payable hereunder, then and in 
that case, at the election of WBRP (evidenced by a certificate of WBRP filed with the Trustee, 
signifying the intention of WBRP to discharge all such indebtedness and this Indenture), and 
notwithstanding that any Bonds shall not have been surrendered for payment, this Indenture and 
the pledge of the Trust Estate, Revenues and other assets made under this Indenture and all 
covenants, agreements and other obligations of WBRP under this Indenture shall cease, 
terminate, become void and be completely discharged and satisfied.  In such event, upon the 
request of WBRP, the Trustee shall cause an accounting for such period or periods as may be 
requested by WBRP to be prepared and filed with WBRP and shall execute and deliver to WBRP 
all such instruments as may be necessary or desirable to evidence such discharge and 
satisfaction, and the Trustee shall pay over, transfer, assign or deliver all money or securities or 
other property held by it pursuant to this Indenture that are not required for the payment or 
redemption of Bonds not theretofore surrendered for such payment or redemption to the 
University. 
 
 SECTION 10.02. Defeasance.  In the event that WBRP or the University shall have 
set aside irrevocably in a special fund for and pledged money (which shall remain uninvested) 
and/or Government Obligations, as such term is defined in RCW ch. 39.53, as the same may 
hereafter be amended or restated, that are not subject to redemption prior to maturity, sufficient 
in amount (as verified in a report from a firm of certified public accountants), together with 
known earned income from the investments thereof, to make such payments and to accomplish 
the refunding or defeasance as scheduled (hereinafter called the “trust account”); then in that 
case all right and interest of the Owners of the Bonds to be so retired, refunded or defeased 
(hereinafter collectively called the “defeased Bonds”) in the covenants of this Indenture, in the 
Trust Estate, and in the funds and accounts obligated to the payment of such defeased Bonds, 
other than the right to receive the funds so set aside and pledged, thereupon shall cease and 
become void, except that such Owners shall have the right to receive payment of the principal of 
and premium, if any, and interest on the defeased Bonds from the trust account and, in the event 
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the funds in the trust account are not available for such payment, shall have the residual right to 
receive payment of the principal of, premium, if any, and interest on the defeased Bonds from 
the Trust Estate without any priority of lien or charge against the Trust Estate or covenants with 
respect thereto except to be paid therefrom (except such rights as exist with respect to payment, 
exchange and transfer of such Bonds under the pertinent provisions of this Indenture).  After the 
establishing and full funding of such trust account, the defeased Bonds shall be deemed to be 
discharged, the Trustee shall cancel the defeased Bonds as paid, and WBRP then may, at the 
direction of the University, so long as the Lease shall be in effect and no Lease Default Event has 
occurred and is continuing, and otherwise in WBRP’s sole discretion, apply any money in any 
other fund or account established for the payment or redemption of the defeased Bonds to any 
lawful purposes as it shall determine, subject only to the rights of the Owners of any other Bonds 
then Outstanding.  Money held in any defeasance trust account shall be held solely for the 
benefit of the Owners of said Bonds. 
 
 It shall be a condition of any such defeasance of the Bonds that WBRP has obtained and 
delivered to the Trustee (i) an Opinion of Bond Counsel that such Bonds have been legally 
defeased under this Indenture and that such refunding or defeasance shall not affect the tax-
exempt status of the 2015A Bonds; and (ii) a verification report of independent certified public 
accountants.  It shall be a condition of any defeasance of the 2015A Bonds that all 2015B Bonds 
shall have matured on the date of defeasance or shall also be defeased in full. 

  
SECTION 10.03 Right to Title Upon Defeasance of the Bonds.  Notwithstanding 

anything herein to the contrary, the University shall have the right at any time to obtain 
unencumbered fee title and exclusive possession of the Project financed by the Bonds by: 

(a) placing into the trust account an amount that will be sufficient to defease the Bonds 
pursuant to Section 10.02 hereof; and 

(b) paying or causing to be paid reasonable costs incident to the defeasance. 

At any time before directing a defeasance of the Bonds pursuant to Section 10.02 hereof, 
the University may  not agree or otherwise be obligated to convey any interest in the Project to any 
person (including the United States of America or its agencies or instrumentalities) for any period 
extending beyond or beginning after the defeasance.  The University may not agree or otherwise be 
obligated to convey any interest in the Project within 90 days after the defeasance of the Bonds to 
any person who was a user of the Project, or a related person under Section 103(b)(6)(c) of the 
Code, prior to the defeasance. 

 SECTION 10.04 Cancellation of Encumbrances.  Upon the redemption or defeasance 
of the Bonds, WBRP shall immediately cancel all encumbrances on the Project financed by the 
Bonds not in existence on the Date of Issue, including leases and management contracts.  Any 
lease, management contract, or other similar encumbrance on the Project will be considered 
immediately cancelled if the lessee, management company, or other user vacates the Project within 
90 days after the date the of the defeasance or redemption.  Encumbrances that do not significantly 
interfere with the enjoyment of the Project, such as most easements granted to utility companies, 
are not considered encumbrances for purposes of this Section 10.04.  
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ARTICLE XI 
FORM OF BONDS 

 
 SECTION 11.01. Form of Bonds.  The Bonds shall be in substantially the following 
form with necessary or appropriate variations, omissions and insertions, as permitted or required 
by this Indenture: 
 
R-_______ $_________ 

 
UNITED STATES OF AMERICA 

WBRP 3.2 
LEASE REVENUE BOND, SERIES 2015[A/B] 

[(TAXABLE)] 
 
MATURITY DATE:   CUSIP NO. __________ 
INTEREST RATE:   
DATED:   _____________ 
PRINCIPAL AMOUNT:         DOLLARS 
REGISTERED OWNER: CEDE & Co. 
 
 WBRP 3.2, a Washington nonprofit corporation (“WBRP”), for value received, hereby 
promises to pay (but only out of the Trust Estate pledged therefor as hereinafter mentioned) to 
the Registered Owner identified above, or registered assigns, on the Maturity Date (subject to 
any right of prior redemption hereinafter mentioned), the Principal Amount identified above in 
lawful money of the United States of America; and to pay interest on the Principal Amount 
hereof in like lawful money from the date hereof until payment of such Principal Amount shall 
be discharged as provided in the Indenture hereinafter mentioned, at the Interest Rate set forth 
above, payable on the first day of each _________ and ___________ (an “Interest Payment 
Date”) commencing __________ 1, 2016.  For so long as this bond is in fully immobilized form, 
payments of principal and interest thereon shall be made as provided in accordance with the 
operational arrangements of DTC referred to in the Letter of Representations.  In the event that 
this bond is no longer in fully immobilized form, the principal (or redemption price) hereof is 
payable upon presentation hereof at maturity or redemption date at the designated corporate trust 
office of U.S. Bank National Association (together with any successor as trustee under the 
Indenture, the “Trustee”).   
 
 This bond is one of a duly authorized issue of bonds of WBRP designated as “WBRP 3.2 
Lease Revenue Bonds, Series 2015[A/B] [(Taxable)]” (the “Bonds”), issued in the aggregate 
principal amount of $___________ being issued pursuant to that certain Indenture of Trust, dated 
as of October 1, 2015, between WBRP and the Trustee (the “Indenture”).  Capitalized terms used 
in this bond have the meanings given such terms in the Indenture. 
 
 The Bonds are issued for the purpose of financing the permitting, design, construction 
and equipping of Biomedical facilities in South Lake Union in Seattle, Washington, which shall 
be leased to the University of Washington (the “University”), pursuant to a Facilities Lease for 
Biomedical Facilities, Seattle, Washington, dated as of October 1, 2015, between WBRP as 
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landlord and the University (the “Lease”), for the purposes and on the terms and conditions set 
forth therein. 
 
 Reference is hereby made to the Indenture (copies of which are on file at the corporate 
trust office of the Trustee in Seattle, Washington) and all indentures supplemental thereto and to 
the Resolution for a description of the rights thereunder of the Registered Owners of the Bonds, 
of the nature and extent of the security, of the rights, duties and immunities of the Trustee and of 
the rights and obligations of WBRP thereunder, to all the provisions of which Indenture and 
Resolution the Registered Owner of this Bond, by acceptance hereof, assents and agrees. 
 
 The Bonds and the interest thereon are payable from Revenues (as defined in the 
Indenture), as and to the extent provided in the Indenture, and are secured by a pledge and 
assignment of said Revenues, a Leasehold Deed of Trust, and of amounts held in the funds and 
accounts established pursuant to the Indenture, subject only to the provisions of the Indenture 
permitting the application thereof for the purposes and on the terms and conditions set forth in 
the Indenture.  The Bonds are further secured by an assignment of the rights, title and interest of 
WBRP in the Lease (to the extent and as more particularly described in the Indenture). 
 
 The 2015A Bonds of this issue are subject to optional [and mandatory] redemption as 
provided in the Indenture.   
 
 Notice of any redemption of Bonds shall be given by mail to the Registered Owners of 
Bonds to be redeemed in the manner provided in the Indenture. 
 
 If an Event of Default (as that term is defined in the Indenture) in the payment of 
principal of or interest on the Bonds shall occur, the principal of all Bonds may be declared due 
and payable upon the conditions, in the manner and with the effect provided in the Indenture.   
 
 The Bonds are not “qualified tax exempt obligations” under Section 265(b)(3) of the 
Internal Revenue Code of 1986, as amended, if acquired by banks and other financial 
institutions.   
 
 It is hereby certified and recited that any and all conditions, things and acts required to 
exist, to have happened and to have been performed precedent to and in the issuance of this Bond 
do exist, have happened and have been performed in due time, form and manner as required by 
the Indenture and applicable law and that the amount of this Bond is not in excess of the amount 
of Bonds permitted to be issued under the Indenture. 
 
 This Bond shall not be entitled to any benefit under the Indenture, or become valid or 
obligatory for any purpose, until the certificate of authentication hereon endorsed shall have been 
signed by the Trustee. 
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 IN WITNESS WHEREOF, WBRP 3.2 has caused this Bond to be executed in its name 
and in its behalf by the manual or facsimile signature of its President and Secretary initially all as 
of the date of original issuance and thereafter as provided in the Indenture. 

WBRP 3.2 
 
 
By        

President 
Attested by: 
 
      
Secretary 
 

[FORM OF CERTIFICATE OF AUTHENTICATION] 
 
 Date of Authentication:  _____________________ 
 
 This is one of the WBRP 3.2 Lease Revenue Bonds, Series 2015[A/B] [(Taxable)], as 
described in the within-mentioned Indenture.   
 

U.S. Bank National Association, as Trustee 
 
By        

Authorized Officer 

ARTICLE XII 
MISCELLANEOUS 

 
 SECTION 12.01. Successor Is Deemed Included in All References to Predecessor.  
Whenever in this Indenture either WBRP or the Trustee is named or referred to, such reference 
shall be deemed to include the successors or assigns thereof, and all the covenants and 
agreements in this Indenture contained by or on behalf of WBRP and the Trustee shall bind and 
inure to the benefit of the respective successors and assigns thereof whether so expressed or not. 
 
 SECTION 12.02. Limitation of Rights to Parties and Bond Owners.  Nothing in this 
Indenture or in the Bonds expressed or implied is intended or shall be construed to give to any 
person other than WBRP, the Trustee, the University, the Development Manager and the Owners 
of the Bonds, any legal or equitable right, remedy or claim under or in respect of this Indenture 
or any covenant, condition or provision therein or herein contained, and all such covenants, 
conditions and provisions are and shall be held to be for the sole and exclusive benefit of WBRP, 
the Trustee, the University, the Development Manager and the Owners of the Bonds. 
 
 SECTION 12.03. Waiver of Notice.  Except as otherwise provided herein, whenever 
in this Indenture the giving of notice by mail or otherwise is required, the giving of such notice 
may be waived in writing by the person entitled to receive such notice and in any such case the 
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giving or receipt of such notice shall not be a condition precedent to the validity of any action 
taken in reliance upon such waiver. 
 

SECTION 12.04. Destruction of Bonds.  Whenever in this Indenture provision is 
made for the cancellation by the Trustee and the delivery to WBRP of any Bonds, in lieu of such 
cancellation and delivery and unless otherwise directed by WBRP, the Trustee may treat such 
Bonds in accordance with its document retention policies or as may be directed by applicable 
law. 

 SECTION 12.05. Severability of Invalid Provisions.  If any one or more of the 
provisions contained in this Indenture or in the Bonds shall for any reason be held to be invalid, 
illegal or unenforceable in any respect, then such provision or provisions shall be deemed 
severable from the remaining provisions contained in this Indenture and such invalidity, 
illegality or unenforceability shall not affect any other provision of this Indenture, and this 
Indenture shall be construed as if such invalid or illegal or unenforceable provision had never 
been contained herein.  WBRP hereby declares that it would have entered into this Indenture and 
each and every other section, paragraph, sentence, clause or phrase hereof and authorized the 
issuance of the Bonds pursuant hereto irrespective of the fact that any one or more sections, 
paragraphs, sentences, clauses or phrases of this Indenture may be held illegal, invalid or 
unenforceable. 
 
 SECTION 12.06. Notices.  Any notice to or demand upon the following parties shall 
be given by first class mail, return receipt requested, as set forth below, or to such other 
addresses as may from time to time be furnished, effective upon the receipt of notice thereof 
given as provided for in this Section 12.06. 
 

If to WBRP: WBRP 3.2 
c/o National Development Council 
1218 Third Avenue, Suite 1403 
Seattle, Washington 98101 
Attention:  John Finke 
 

If to the University: Delivery Address: 
University of Washington 
Real Estate Office 
4333 Brooklyn Avenue N.E. 
Seattle, Washington 98195-9446 
 

 Mailing Address: 
University of Washington  
Real Estate Office 
Campus Box 359446 
Seattle, Washington 98195-9446 
 
Phone: 206-616-3400 
Fax: 206-685-1547 
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with a copy to: University of Washington  
Treasury Office 
4311 11th Avenue NE 
Suite 600 
Seattle, WA 98105-6369 
 

If to the Trustee: U.S. Bank National Association 
1420 Fifth Avenue, 7th Floor 
Seattle, WA 98101 
Attn: Global Corporate Trust Services 
 

 SECTION 12.07. Notice to Rating Agencies.  The Trustee shall provide each Rating 
Agency with written notice prior to the effective date of such event of (i) any successor Trustee, 
(ii) any material amendments to this Indenture, the Ground Lease or the Lease, and (iii) the 
redemption in whole of the Bonds. 
 
 SECTION 12.08. Evidence of Rights of Bond Owners.  Any request, consent or 
other instrument required or permitted by this Indenture to be signed and executed by Bond 
Owners may be in any number of concurrent instruments of substantially similar tenor and shall 
be signed or executed by such Bond Owners in person or by an agent or agents duly appointed in 
writing.  Proof of the execution of any such request, consent or other instrument or of a writing 
appointing any such agent, shall be sufficient for any purpose of this Indenture and shall be 
conclusive in favor of the Trustee and WBRP if made in the manner provided in this Section. 
 
 The fact and date of the execution by any person of any such request, consent or other 
instrument or writing may be proved by the certificate of any notary public or other officer of 
any jurisdiction, authorized by the laws thereof to take acknowledgments of deeds, certifying 
that the person signing such request, consent or other instrument acknowledged to him the 
execution thereof, or by an affidavit of a witness of such execution duly sworn to before such 
notary public or other officer. 
 
 The ownership of registered Bonds shall be proved by the Bond Register. 
 
 Any request, consent, or other instrument or writing of the Owner of any Bond shall bind 
every future Owner of the same Bond and the Owner of every Bond issued in exchange therefor 
or in lieu thereof, in respect of anything done or suffered to be done by the Trustee or WBRP in 
accordance therewith or reliance thereon. 
 
 SECTION 12.09. Applicable Provisions of Law.  This Indenture shall be governed 
by and construed in accordance with the laws of the State.   
 
 SECTION 12.10. Execution in Several Counterparts.  This Indenture may be 
executed in any number of counterparts and each of such counterparts shall for all purposes be 
deemed to be an original, and all such counterparts, or as many of them as WBRP and the 
Trustee shall preserve undestroyed, shall together constitute but one and the same instrument. 
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 SECTION 12.11. No Recourse on Bonds.  No recourse shall be had for the payment 
of the principal of or interest on any of the Bonds or for any claim based thereon or upon any 
obligation, covenant or agreement contained in the Indenture, against any past, present or future 
officer, employee or agent, or member of WBRP, or any successor to WBRP, as such, either 
directly or through WBRP, or any past, present, or future officer, employee or agent, or member 
of any successor to WBRP under any rule of law or equity, statute or constitution or by the 
enforcement of any assessment or penalty or otherwise, and all such liability of any such officer, 
employee or agent, or member of WBRP or any successor to WBRP, as such, is expressly 
waived and released as a condition of and in consideration for the execution of the Indenture and 
the issuance of the Bonds. 
 
 SECTION 12.12. Continuing Disclosure by WBRP.  Pursuant to the terms of the 
Continuing Disclosure Agreement, WBRP has undertaken responsibility to comply with the 
continuing disclosure requirements of the Rule (the "Issuer Undertaking").  Failure by WBRP to 
comply with the Continuing Disclosure Agreement will constitute neither an Event of Default 
nor a default under the Indenture; however the disclosure  agent may (and, at the request of the 
Owners of at least a majority in aggregate principal amount of the Bonds Outstanding and 
payment of its fees and expenses, including attorneys' fees, shall) or any Bondowner may, take 
such actions as may be necessary and appropriate, including seeking specific  performance by 
court order, to cause WBRP or the disclosure agent, to comply with the Issuer Undertaking. 
 
 SECTION 12.13. Continuing Disclosure by University.  Pursuant to its Undertaking 
for Ongoing Disclosure, dated October 7, 2015 (the “University Undertaking”), the University 
has undertaken responsibility to comply with the continuing disclosure requirements of an 
“Obligated Person” with respect to the Bonds as set forth in Section (b)(5)(i) of the Rule.  
Neither the Trustee nor WBRP shall have any liability to the Owners or Beneficial Owners of the 
Bonds or any other Person with respect to such disclosure matters, and failure by the University 
to comply with the University Undertaking will constitute neither an Event of Default nor a 
Lease Default Event; however any disclosure  agent may (and, at the request of the Owners of at 
least a majority in aggregate principal amount of the Bonds Outstanding and payment of its fees 
and expenses, including attorneys' fees, shall) or any Bondowner may, take such actions as may 
be necessary and appropriate, including seeking specific  performance by court order, to cause 
the University or the disclosure agent, to comply with the University Undertaking. 
 

SECTION 12.14. Force Majeure.  Notwithstanding any other provision of this 
Indenture, the Trustee shall not be obligated to perform any obligation hereunder and shall not 
incur any liability for the nonperformance or breach of any obligations hereunder to the extent 
that the Trustee is delayed in performing, unable to perform or breaches such obligation because 
of acts of God, it being understood that the Trustee shall use commercially reasonable efforts 
consistent with accepted practices for corporate trustees to maintain performance without delay 
or resume performance as soon as reasonably practicable under the circumstances.   
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 IN WITNESS WHEREOF, WBRP 3.2 has caused this Indenture to be signed in its name 
by its duly authorized officer, and U.S. Bank National Association, in accepting the trusts created 
hereunder, has caused this Indenture to be signed in its corporate name by its officer thereunder 
duly authorized, all as of the day and year first above written. 
 

WBRP 3.2 
 
 
By        

Vice President 
 
 
U.S. Bank National Association, as Trustee 
 
 
By        

Vice President 
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EXHIBIT A 
 

REQUISITION CERTIFICATE 
 

 
TO: U.S. Bank National Association, as Trustee 
 
FROM: WBRP 3.2 
 
SUBJECT: Indenture of Trust dated as of October 1, 2015 (the “Indenture”) 

regarding WBRP 3.2 Lease Revenue Bonds, Series 2015A and 
Series 2015B (Taxable) (the “Bonds”) 

 
 This represents Requisition Certificate No. _____ in the total amount of $__________ for 
payment of Costs of Issuance of the Bonds or Costs of the Project.  You are requested to make 
the disbursement(s) to pay this requisition from the following funds, accounts or subaccounts 
under the Indenture: 
 

 Cost of Issuance Fund 
      Payee/Account No:_______________________________________________ 
      Payee/Account No:_______________________________________________ 
      Payee/Account No:_______________________________________________ 
      Payee/Account No:_______________________________________________ 
 

 Project  Fund� Non-Bond Proceeds Subaccount 
      Payee/Account No:_______________________________________________ 
      Payee/Account No:_______________________________________________ 
      Payee/Account No:_______________________________________________ 
      Payee/Account No:_______________________________________________ 
 

 Project  Fund� Bond Proceeds Subaccount 
      Payee/Account No:_______________________________________________ 
      Payee/Account No:_______________________________________________ 
      Payee/Account No:_______________________________________________ 
      Payee/Account No:_______________________________________________ 
 
 

The undersigned does hereby represent, warrant and certify under the Indenture that: 
 
 1. The expenditures for which money is requested hereby represent proper Costs of 
Issuance of the Bonds or Costs of the Project and have not been included in a previous 
Requisition Certificate.   
 
 2. The money requested hereby is not greater than that necessary to meet obligations 
due and payable.  The money requested does not include retention or other money not yet due or 
earned under construction contracts.   
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 3. If any portion of the draw under this requisition is to be paid to the General 
Contractor, all payment and performance bonds required by the Development Management 
Agreement have been delivered to the Development Manager.   
 
 Terms capitalized herein have the meanings specified in the Indenture. 
 
 Executed this ___ day of __________, 20__. 
 

WBRP 3.2 
 
By        

Authorized Representative 
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EXHIBIT B 
 

FINAL COMPLETION CERTIFICATE 
 
TO: U.S. Bank National Association, as Trustee 
 
FROM: WBRP 3.2 
 
SUBJECT: Indenture of Trust dated as of October 1, 2015 (the “Indenture”) 

regarding the WBRP 3.2 Lease Revenue Bonds, Series 2015A and 
Series 2015B (Taxable) (the “Bonds”) 

 
 The undersigned does hereby represent, warrant and certify under the Indenture: 
 
 1. Final completion of the Project has occurred and the Costs of the Project have 
been paid in full except for those not yet due and payable, which are described below: 
 
  (a) Costs of the Project not yet due and payable: 
 

Description Amount 

  $  

TOTAL  $  

 
 
  (b) Payments being contested: 
 

Description Amount 

  $  

TOTAL  $  

 
  (c) Holdback Amounts 
 

Amount (not exceeding $________) reserved 
for warranty work to be retained in the Project 
Cost Account until _________, 20___. 
 
 

 
 
 $  
 
 
 $  
 

 
 2. The Rebate Analyst has made the rebate calculation required pursuant to 
Section 4.13 of the Indenture.  Based on this calculation, the Trustee is hereby directed to 
transfer $_________ from funds available in the Bond-Proceeds Subaccount in the Project Fund 
to the Rebate Fund. 
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3. No Lease Default has occurred.  WBRP hereby directs the Trustee to pay 

$________ from the Project Fund to the University to be used for additional Costs of the Project. 
 
 4. No Lease Default Event has occurred.  The money remaining in the Project Fund 
in excess of the amounts set forth in 1(a), (b), (c), 2, and 3 above is no longer needed to pay 
Costs of the Project, and the Trustee is hereby authorized and directed to transfer 
$____________ of such money to the Principal Account, to be used to pay principal of the 
Bonds and until such payment is made to be invested at a yield not in excess of the yield on the 
Bonds.  Amounts paid as Additional Rent to pay interest on the Bonds shall be deposited in the 
Revenue Fund and applied to pay interest on the Bonds. 
 
 Executed this ___ day of __________, 20__. 
 

WBRP 3.2 
 
 

       
     

Authorized Representative 
 
cc:  
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FACILITIES LEASE 

 THIS FACILITIES LEASE (“Lease”), dated for reference purposes October 1, 2015, is 
made by and between WBRP 3.2, a Washington nonprofit corporation (“WBRP”) and 
THE BOARD OF REGENTS OF THE UNIVERSITY OF WASHINGTON, a state institution of 
higher education and an agency of the State of Washington (the “University”). 

Recitals

 A. WBRP is a 501(c)(3) non-profit corporation organized, among other purposes, to 
promote economic development, social welfare and education through the financing and 
construction of public facilities and cooperative programs with governmental entities.  The 
University is an agency of the State of Washington that operates a state university for the 
education of undergraduate and graduate students.  The University is among the top universities 
nationwide in the amount of federally funded research that it conducts. 

 B. To create a biomedical research facility, with associated clinical and 
administrative space, as more fully described on Exhibit B attached hereto (“Improvements”)
that can be occupied and used by the University of Washington for its School of Medicine (the 
“UW SOM”) or otherwise, WBRP, as lessee, entered into a ground lease dated July 30, 2010, as 
amended as of December 1, 2010 (“Ground Lease”) with City Investors XII L.L.C., a 
Washington limited liability company (“Ground Lessor”) with respect to the real property 
described therein (“Leased Property”). 

 C. WBRP intends to obtain financing to develop and construct the Improvements.  
Financing for such development and construction will be secured by, among other things, 
WBRP’s interest as lessee under the Ground Lease and WBRP’s interest as lessor under this 
Lease.  To facilitate timely performance of the Project, WBRP entered into a Pre-Development 
Agreement dated July 20, 2015 with the University.  In addition, WBRP entered into a 
Development Management Agreement dated July 30, 2010, as amended as of December 1, 2010, 
with City Investors LLC, a Washington limited liability company (“Development Manager”), 
and will enter into a general construction contract and other contracts for the design and 
construction of the Improvements. 

 D. WBRP and the University are entering into this Lease to give the University the 
rights to occupy and use the Improvements for research and associated activities for a period 
ending May 31, 2063, with a possible extension to May 31, 2068.  This Lease also grants the 
University substantial rights to participate in the design and construction of the Improvements.  
The parties intend that this Lease be an absolute net lease on a commercial, arms-length basis. 

Agreements 

1. BASIC LEASE PROVISIONS.

This Section contains the basic provisions of this Lease between WBRP and the 
University:
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TENANT’S NAME AND 
ADDRESS: 

Board of Regents of the University of Washington 

Mailing Address:
UW Real Estate 
Campus Box 359446 
Seattle, Washington 98195-9446 

Delivery Address:
UW Real Estate 
4333 Brooklyn Avenue N.E. 
Seattle, Washington 98195-9446 

Phone: 206-616-3400 
Fax: 206-685-1547 

LANDLORD’S NAME 
AND ADDRESS: 

WBRP 3.2 
c/o The National Development Council 
1218 Third Avenue, Suite 1403 
Seattle, Washington 98101 
Phone: 206-448-5244 
Fax: 206-448-5246 

PROPERTY ADDRESS: 500 Dexter Avenue N. 
Seattle, Washington  

LEASE
COMMENCEMENT DATE: 

October 7, 2015 

LEASE TERM AND LEASE 
TERMINATION DATE: 

The Lease Term runs from the Lease Commencement Date 
through May 31, 2063 and may be extended pursuant to Section 
4 hereof.  This Lease may be terminated prior to the end of the 
scheduled term in accordance with Section 20 hereof. 

EXTENSION OPTION Option to extend until May 31, 2068

PERMITTED USE: All uses not prohibited by the Ground Lease 

RENT COMMENCEMENT 
DATE: 

March 1, 2018 

BASE RENT: See Section 6.2 hereof.   

ADDITIONAL RENT: See Section 6.3 hereof. 

OPERATING RESERVE: See Section 6.3.2 hereof. 
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LUMP SUM PAYMENT: See Section 6.6 hereof 

THE PROJECT AND 
ADDITIONAL TENANT 
IMPROVEMENTS: 

See Section 8 hereof. 

SECURITY DEPOSIT: None 

EXHIBITS: EXHIBIT “A” Legal Description of  Leased Property 
 EXHIBIT “B” Description of Improvements 
 EXHIBIT “C” Calculation of Base Rent 
 EXHIBIT “D” Preliminary Project Development Budget  
 EXHIBIT “E” Work Letter/Communication and Cooperation 

Between WBRP and the University 

2. DEFINITIONS.  As used in this Lease, the following capitalized terms shall 
have the following meaning: 

“Additional Rent” has the meaning set forth in Section 6.3 of this Lease. 

“Additional Rent Components” has the meaning set forth in Section 6.3.1 of this Lease. 

“Additional Tenant Improvements” has the meaning set forth in Section 8.2 hereof. 

“Architect” means Perkins & Will, Inc., a Delaware corporation.

“Architect’s Agreement” means the agreement to be entered into between WBRP and 
the Architect for architectural services relating to the Improvements. 

“Base Rent” has the meaning set forth in Section 6.2.1 hereof. 

“Bond Financing” or “Bonds” means any tax-exempt or taxable bond financing 
obtained by WBRP to construct the Improvements.   

“Bond Trustee” means the trustee appointed under the Trust Indenture executed with 
respect to the Bond Financing.

“Development Management Agreement” means the Development Management 
Agreement between Development Manager and WBRP dated as of July 30, 2010, as amended as 
of December 1, 2010. 

“Development Manager” means City Investors LLC, a Washington limited liability 
company.
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“Environmental Laws” mean any federal, state or local law, rule or regulation pertaining 
to health, industrial hygiene or environmental conditions of the Premises, including, without 
limitation, the Comprehensive Environmental Response, Compensation and Liability Act of 
1980 (“CERCLA”), 42 U.S.C. Section 9601 et seq., as amended by the Superfund Amendments 
and Reauthorization Act of 1986 (PL 99-499), the Hazardous Materials Transportation Act, 
49 U.S.C. Section 1801, et seq., the Toxic Substance Control Act, 15 U.S.C. Section 2601, 
et seq., and the Resource Conservation and Recovery Act of 1976, as amended (“RCRA”),
42 U.S.C. Section 6901, et seq.

“Extension Option” has the meaning set forth in Section 5 hereof. 

“Financing” means the Bond Financing. 

“Financing Documents” means the documents executed in connection with the Bond 
Financing.

“General Construction Contract” means the guaranteed maximum price general 
construction contract that is to be executed between WBRP and the General Contractor for 
construction of the Improvements 

“General Contractor” means Sellen Construction Company, the general contractor with 
whom WBRP enters into a General Construction Contract for construction of the Improvements. 

“General Revenues of the University” has the meaning set forth in Section 6.9 hereof. 

“Ground Lease” means that certain Ground Lease between WBRP and Ground Lessor 
dated July 30, 2010, as amended as of December 1, 2010, the term of which was, on 
September 30, 2015, extended through May 31, 2063. 

“Ground Lessor” means City Investors XII L.L.C., a Washington limited liability 
company. 

“Ground Rent” means “Rent” under and as defined in the Ground Lease. 

“Hazardous Substance” means any matter including petroleum products and by-
products, asbestos, infectious waste and any other material, which is now or hereafter designated 
as a hazardous substance pursuant to Section 101 of the Comprehensive Environmental 
Response, Compensation and Liability Act of 1980, 42 U.S.C. 9601, et seq., or that is now or 
hereafter regulated by applicable Environmental Laws. 

“Improvements” has the meaning set forth in Recital C hereof and includes WBRP’s 
interest in the Shared Underground Facilities. 

“Initial Term” has the meaning set forth in Section 4 hereof. 

“Lease Commencement Date” has the meaning set forth in Section 1 hereof. 
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“Lease Termination Date” means May 31, 2063, as it may be extended pursuant to 
Section 4 hereof. 

“Lease Year” means a one year period that corresponds with a “Lease Year” under 
Section 4.7.1 of the Ground Lease. 

 “Leased Property” has the meaning set forth in the Recitals. 

“Lump Sum Payment” has the meaning set forth in Section 6.6 hereof. 

“MUP” means the master use permit issued by the City of Seattle for the development of 
the Improvements. 

“New Hazardous Substances” means all Hazardous Substances in, on or under the 
Premises and first arising after the date of this Lease as a result of the use or occupancy of the 
Property by the University and its subtenants and their successors and assigns. 

“Operating Reserve” has the meaning set forth in Section 6.3.2. 

“Premises” has the meaning set forth in Section 3 hereof.

“Project” means the leasing of the Leased Property by WBRP as tenant under the 
Ground Lease, the construction and financing of the Improvements by WBRP on the Leased 
Property, the leasing of the Premises by WBRP to the University under this Lease, and all 
reasonable and proper actions and undertakings of WBRP relating to any of the foregoing. 

“Project Costs” means the total costs of completing the Project, including but not limited 
to design and construction of the Improvements, capitalization of interest during construction 
and any other start-up period required under the Financing Documents, capitalized Ground Rent, 
development fees and other associated costs of the Project, reimbursement of the University’s 
out-of-pocket expenses incurred in connection with the Project (including but not limited to 
attorneys’ fees), reserves required under the Financing Documents, costs of issuance and any 
other loan or finance fees associated with any Financing. 

“Project Funds” means the total funds available to WBRP to pay Project Costs, 
including: (i) the Lump Sum Payment, (ii) the amounts available therefor under the Bond 
Financing, (iii) funds made available for Project Costs by the University pursuant to 
Section 8.1(g), (iv) Rent and Additional Rent received by WBRP hereunder, and (v) any 
insurance or condemnation awards or proceeds made available to WBRP following destruction 
of partial condemnation of the Premises. 

“Property Manager” has the meaning set forth in Section 10.3 hereof. 

“Reciprocal Easements Agreement” means a Reciprocal Easements and Maintenance 
Agreement dated December 1, 2010, executed by and among Ground Lessor, WBRP, 
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Washington Biomedical Research Facilities 3, and WBRP 3.3, a Washington nonprofit 
corporation, and recorded under King County Recording No. 20101213001485, as it may be 
amended. 

“Rent” means the sum of Base Rent, Lump Sum Payment and Additional Rent, each as 
defined herein. 

“Rent Commencement Date” has the meaning set forth in Section 1 hereof. 

“Rent Payment Date” means (i) for each month other than July and January, three 
business days prior to the beginning of such month, and (ii) for the months of July and January, 
the fifth business day of such months.  

“Shared Underground Facilities” has the meaning set forth in Section 3.10.1.5 of the 
Ground Lease. 

“Start-Up Period” has the meaning set forth in Section 4 hereof. 

“Taxes” means all real property taxes and assessments (including assessments for special 
improvements), license and permit fees, charges for public utilities, excise taxes, levies, sales, 
use and occupancy taxes, any tax or charge assessed against the Rent or fair market value of the 
Leased Property or the Project, and any taxes levied or assessed in addition to or in lieu of, in 
whole or in part, such taxes, assessments or other charges and all other governmental impositions 
and charges of every kind and nature, general and special, which may be imposed, levied upon or 
assessed against or which arise with respect to or constitute a lien upon the Premises or the 
Project (or any part thereof). 

“Temporary Construction Easement” means the Temporary Construction Easement 
Agreement with a reference date of October 1, 2015, between WBRP and WBRP 3.3.  

“Term” means the period beginning on the Lease Commencement Date and terminating 
on the Lease Termination Date set forth in Section 1 above.  

“Utilities” means all utilities and services furnished to the Premises, including, without 
limitation, gas, electricity, water, sewer, garbage collection, but excluding telephone, 
telecommunications and data transmission services. 

 “WBRP Expenses” has the meaning set forth in Section 6.4 hereof. 

“WBRP’s Construction Consultant” means the construction consultant with whom 
WBRP enters into a Construction Consulting Agreement for the Improvements. 

“WBRP’s Construction Consulting Agreement” means the Project Services Agreement 
between WBRP and WBRP’s Construction Consultant
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3. PREMISES.  WBRP leases to the University and the University leases from 
WBRP the Premises for the Term.  The “Premises” means and consists of WBRP’s estate and 
interest in (i) the Leased Property legally described on Exhibit A attached hereto which is 
subject of the Ground Lease, (ii) the beneficial rights and interests of WBRP under the 
Reciprocal Easements Agreement and (iii) the Improvements.  The University has inspected the 
Premises in its present condition and agrees with WBRP to accept the Premises subject to 
WBRP’s obligation to complete the Improvements in accordance with Section 8 hereof.  In no 
event shall this Lease be deemed to be an assignment to the University of WBRP’s interest in the 
Ground Lease. 

4. TERM.  This Lease will have an initial “Start-Up Period” commencing on the 
Lease Commencement Date and ending on the Rent Commencement Date hereunder.  During 
the Start-Up Period no Base Rent shall accrue or be payable.  The “Initial Term” of this Lease 
means and consists of the period beginning on the Lease Commencement Date and expiring on 
the “Lease Termination Date”, which means the date that the initial term of the Ground Lease 
terminates (the “Ground Lease Termination Date”).  In no event shall the term of this Lease be 
longer than the term of the Ground Lease.  

5. OPTION TO EXTEND.  WBRP has, at the direction of the University, 
previously exercised its option to extend the Ground Lease through May 31, 2063.  So long as: 
(i) WBRP retains the option to further extend the Ground Lease for one additional term until 
May 31, 2068, as described in Section 2.3 of the Ground Lease, (ii) the University has given 
timely notice of its election to exercise the Extension Option and has authorized and directed 
WBRP to exercise such extension option under the Ground Lease and has directed Washington 
Biomedical Research Facilities 3 and WBRP 3.3 to exercise their extension options under their 
respective ground leases, and (iii) there does not exist any payment default hereunder, then the 
University shall have one option (the “Extension Option”) to extend this Lease on the same 
terms and conditions (except for Base Rent) until May 31, 2068 (“Extension Period”).  The 
University may extend the Term by giving WBRP and Ground Lessor written notice of the 
exercise of the Extension Option by not later than December 31, 2019.  Such notice shall include 
authorization and direction to WBRP to exercise its option to extend the Ground Lease.  As 
provided in the Ground Lease, the University’s exercise of its Extension Option hereunder by 
notice to WBRP and Ground Lessor is an automatic request for an identical extension under the 
Ground Lease.  If the University exercises the Extension Option, then simultaneously with the 
exercise of such option, the University shall pay to WBRP the extension fee referred to in 
Section 2.3.1 of the Ground Lease as the Second Extension Fee which WBRP shall immediately 
remit to Ground Lessor to satisfy the requirements of the Ground Lease. 

6. RENT AND OTHER PAYMENT OBLIGATIONS.

6.1 Absolute Net Lease.  This Lease is intended to be an absolute net lease 
and all costs of WBRP in performing its obligations as landlord under this Lease, or as the 
ground lessee under the Ground Lease or as a party to the Reciprocal Easements Agreement, are 
to be passed through to the University under this Lease or paid directly by the University. 

6.2 Base Rent. 
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6.2.1 Payment of Base Rent; Components.  From and after the Rent 
Commencement Date and continuing until the Lease Termination Date, as it may have been 
extended, the University shall pay Base Rent not later than the Rent Payment Date to WBRP at 
the address listed in Section 1 or such address(es) or to such account(s) as WBRP may have 
directed in writing.  Such Base Rent shall be payable without offset, deduction or counterclaim.
The “Base Rent” shall mean and be calculated as the sum of the following “Base Rent 
Components”:  

6.2.1.1 Ground Rent.  The amount of Ground Rent due under the 
Ground Lease; plus 

6.2.1.2 Regular Payments Due Under Bond Financing.  Until 
any Bond Financing is paid in full, the amount of debt service or other regular monthly payments 
due under any Bond Financing obtained in accordance with Section 6.10; plus 

6.2.1.3 Additional Monthly Charge.  An amount equal to $7,500 
per month commencing on the Rent Commencement Date and continuing through December 31, 
2016, with such monthly amount increasing by 1.0% commencing on January 1, 2017 and by an 
additional 2.0% on January 1 of each successive year (i.e., 2.0% of the amount in effect during 
the immediately preceding year), until this Lease is terminated.  

6.2.1.4 Calculation of Base Rent.  The calculation of Base Rent 
is attached as Exhibit C attached hereto. 

6.2.2 Late Charges.  Any late charges, default interest, or other 
penalties incurred by WBRP under the Ground Lease, Reciprocal Easements Agreement or any 
Financing as a result of the University’s failure to timely pay Base Rent shall be paid by the 
University as a “Late Charge”, payable when such late charges, default interest, or penalties are 
due under the Ground Lease, Reciprocal Easements Agreement or the Bond Financing. 

6.2.3 Adjustments to Base Rent.  Base Rent will be increased or 
decreased concurrently with and in the amount of all increases or decreases to Ground Rent, and 
payments due under the Bond Financing.  Therefore, WBRP will, or may cause the Bond Trustee 
to, keep the University continuously advised of the amount of Base Rent due each month under 
this Lease, and will provide the University with its calculations thereof.  WBRP will notify the 
University of any change in the Base Rent at least 30 days prior thereto. 

6.3 Additional Rent.  In addition to Base Rent and the Lump Sum Payment, 
from and after the earlier of (i) the date on which the University first occupies the Property 
following substantial completion of the Project or (ii) the Rent Commencement Date and 
continuing until the Lease Termination Date, as it may have been extended, the University shall 
pay WBRP “Additional Rent” in an amount equal to the sum of the Additional Rent 
Components. 

6.3.1 Expenses to Be Included in Additional Rent.  The “Additional
Rent Components” payable by the University as Additional Rent shall mean and be the 
following:
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6.3.1.1 WBRP’s Insurance.  Premiums incurred by WBRP for 
insurance coverage maintained by WBRP that is required by this Lease, the Ground Lease, the 
Development Management Agreement, and the Financing Documents;   

6.3.1.2 Taxes.  All real property, personal property, and other 
taxes and assessments associated with the Leased Property, as required under Section 9 of this 
Lease or Section 5 of the Ground Lease; 

6.3.1.3 WBRP’s Accounting Fees.  The accounting and auditing 
fees incurred by WBRP and approved in advance by the University in connection with the 
preparation of all financial statements and other financial certifications required under any 
Financing, including but not limited to the Bonds; 

6.3.1.4 Bond Financing Costs.  All arbitrage rebates, Bond 
custodial fees, Trustee’s fees, and any other fees or rebates relating to the Bonds and not 
available from Project Funds, costs payable in connection with any required defeasance or 
redemption of the Bonds, and interest on the Bonds during the period (if any) beginning on final 
completion of the Project (after which time amounts in the Capitalized Interest Fund created 
under the Trust Indenture for the Bonds will no longer be available to pay such interest) and 
ending on the Rent Commencement Date (after which time interest will be paid through Base 
Rent received from the University);  

6.3.1.5 Maintenance and Repair Costs.  All costs of repair, 
replacement, operation, and maintenance of the Premises, as required under Section 10 of this 
Lease, including the cost of supplies, materials, equipment, tools, and labor used in connection 
with the maintenance, operation, or repair of the Premises and any damage to the Premises 
caused by any criminal or negligent act (other than intentional misconduct or negligence of 
WBRP) that is (i) not covered by insurance, (ii) not being paid from the funds referenced in 
Section 6.6, and (iii) not a repair being accounted for under Section 10.4; 

6.3.1.6 Easement Payments.  Any fees, expenses or charges that 
are the responsibility of WBRP under the Reciprocal Easements Agreement and the Temporary 
Construction Easement; 

6.3.1.7 Property Management Fees.  The reasonable fees and 
reasonable reimbursable expenses of the Property Manager for the Premises; 

6.3.1.8 Utilities.  All costs of Utilities furnished in connection 
with the Premises;  

6.3.1.9 Janitorial and Building Services.  All costs of services 
furnished in connection with the Premises, including janitorial, security, gardening, landscaping, 
and related costs and expenses, licenses, permits, and inspection fees; and 

6.3.1.10 Insufficiency in Operating Reserve.  Any amount by 
which the Operating Reserve required to be maintained under Section 6.3.2 for the upcoming or 
current Lease Year exceeds the balance of the Operating Reserve on deposit with WBRP at the 
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beginning of such Lease Year (but this item shall be disregarded for the Lease Year in which the 
Rent Commencement Date occurs, because WBRP will specially assess the University for the 
amount of Additional Rent to establish the Operating Reserve for such Lease Year).  

6.3.2 Operating Reserve.  Commencing on the Rent Commencement 
Date, WBRP shall be entitled to receive, from a special assessment of Additional Rent, an 
amount sufficient to establish an “Operating Reserve” in the amount described herein, and 
thereafter on a monthly basis, to receive further payments of Additional Rent to maintain such 
Operating Reserve in approximately such amount.  The amount of the Operating Reserve shall 
be equal to the sum of 2/12ths of the total annual projected sum of Additional Rent Components 
for the current Lease Year (but excluding the Additional Rent component described in Section 
6.3.1.10) plus one month’s Base Rent (based on the highest amount of Base Rent projected to be 
due in the Lease Year for which Additional Rent is being calculated), to be held by WBRP to 
pay Additional Rent Components and Base Rent as and when they become due; provided, 
however, that the balance in the Operating Reserve at the end of each Lease Year shall be carried 
forward as a credit in WBRP’s estimate of Additional Rent Components for the next succeeding 
year and in the establishment of monthly payments of Additional Rent in Section 6.3.3.  In the 
event WBRP uses the Operating Reserve in January or July because its obligations become due 
before the University is obligated to make a payment, the January or July rent payment shall be 
used to replenish the Operating Reserve.

6.3.3 Payment of Additional Rent.  Except for special assessments of 
Additional Rent or adjustments permitted under Section 6.3.5, non-recurring costs (such as 
arbitrage rebates) under the Bond Financing, or as otherwise agreed in writing between WBRP 
and the University, WBRP shall reasonably estimate the total amount of Additional Rent 
Components reasonably expected to be incurred by WBRP during each Lease Year and shall 
send notice of the estimate to the University within thirty (30) days after the Term begins and 
thereafter at least thirty (30) days before commencement of each Lease Year.  WBRP will give 
the University reasonably detailed documentation supporting WBRP’s estimate.  On or before 
the Rent Payment Date, the University shall pay monthly, as Additional Rent, 1/12 of the 
applicable estimated annual amount to WBRP, together with Base Rent.  The University shall 
continue to make estimated monthly payments of Additional Rent based upon the preceding 
year’s payment until notified by WBRP of a change in the amount.   

6.3.4 Reconciliation of Additional Rent.  Within ninety (90) days 
after the end of each Lease Year, WBRP shall give the University a written statement of 
Additional Rent for such Lease Year certified by a financial officer of WBRP in sufficient detail 
for verification by the University.  In the event the total amount of Additional Rent paid by the 
University during the prior Lease Year is less than actual amount of Additional Rent 
Components paid by WBRP, then the University shall pay the difference in a lump sum within 
thirty (30) days after receipt of WBRP’s reconciliation statement.  In the event the total amount 
of Additional Rent paid by the University during the prior year exceeds the actual amount of 
Additional Rent Components paid by WBRP, the excess shall be credited by WBRP to the 
Additional Rent next due and payable; provided, however, that if such excess sum is more than 
three (3) months of the then estimated Additional Rent, WBRP shall refund such excess to the 
University within thirty (30) days after the University’s receipt of WBRP’s reconciliation 
statement.  In the Lease Year that this Lease terminates, the final calculation of Additional Rent 
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shall be done by WBRP within ninety (90) days after the Lease Termination Date with any 
payments due within thirty days (30) after delivery of such calculation.

6.3.5 Special Assessments of Additional Rent or Adjustments to 
Payment Amounts.  Notwithstanding the foregoing procedure for estimation of the total annual 
amount of Additional Rent and payment of such Additional Rent in equal monthly installments, 
if WBRP incurs a substantial or extraordinary expenditure or obligation that constitutes an 
Additional Rent Component and based on the procedure described above WBRP does not or will 
not have sufficient funds to pay such item, WBRP shall have the right to make one or more 
special assessments of Additional Rent and/or to adjust the monthly payment of estimated 
Additional Rent by giving written notice to the University thereof, accompanied by an 
explanation of the Additional Rent Component needing to be paid and an accounting of the 
shortfall based on the payments of Additional Rent received to date.  Within thirty (30) days 
after receiving such special assessment of Additional Rent, the University shall pay the amount 
specified in such notice or shall begin paying monthly Additional Rent in the new monthly 
amount designated by WBRP.  Any such specially assessed Additional Rent shall be included in 
the next annual reconciliation.  WBRP may, at any time after thirty (30) days prior to the Rent 
Commencement Date, make a special assessment of Additional Rent to first establish the 
Operating Reserve in the amount required by Section 6.3.2, which shall be due thirty (30) days 
after such assessment.  

6.3.6 Verification of Additional Rent Components and Operating 
Reserve.  The University shall have the right, during reasonable business hours and upon ten 
(10) days’ prior written notice to WBRP, to inspect and audit WBRP’s books and records with 
respect to this Lease to verify actual Additional Rent Components and the maintenance of the 
Operating Reserve.  WBRP’s books and records shall be kept in accordance with generally 
accepted accounting principles.  If any such audit reveals a discrepancy between WBRP’s 
statement of the actual Additional Rent Components for a calendar year and the amount 
determined by such audit, then WBRP shall reimburse the University the excess amount paid by 
the University (or the University shall pay WBRP the deficiency), if any; and, if such 
discrepancy reveals an overcharge of more than three percent (3%), WBRP shall promptly 
reimburse the University for the cost of such audit. 

6.4 Reimbursement of WBRP Expenses.  WBRP may incur certain 
additional costs and expenses in connection with the construction and maintenance of the 
Improvements and the leasing of the Premises to the University.  As this Lease is intended to be 
an absolute net lease, the “WBRP Expenses”, which are listed in this Section 6.4, will be 
reimbursed by the University.  The University shall, within 30 days of receiving an invoice from 
WBRP for any WBRP Expenses (except for Section 6.4.3, which shall be payable as set forth 
therein), pay the amount of such invoice to WBRP to the extent such invoice represents a 
reimbursable item hereunder.  Prior to incurring any obligation under Section 6.4.1, 6.4.2, or 
6.4.4, WBRP shall consult with the University as to a reasonable budget for such costs and 
expenses, attempt in good faith to negotiate caps on costs and expenses if practical and requested 
by the University, and provide monthly reports of the amounts so incurred. 

6.4.1 WBRP’s Legal Fees and Costs in Enforcing Agreements.  All 
attorneys’ fees and other costs incurred by WBRP at the request of University in efforts to 
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enforce the provisions of the Ground Lease, Reciprocal Easements Agreement, Development 
Management Agreement, General Construction Contract, WBRP’s Consultant Agreement, or 
other agreements relating to the Project, to remove construction liens from the Premises or to 
bond against them in the event of a good faith contest, or to enforce product or workmanship 
warranties given by the Development Manager, General Contractor, or other contractors or 
suppliers of equipment or materials (unless the University desires that WBRP instead assign such 
claims and warranties to the University in accordance with Section 11 hereof), but only to the 
extent that such costs cannot be paid from any contingency accounts, reserve accounts, or Project 
Funds;

6.4.2 WBRP’s Legal Fees and Costs in Administering and 
Modifying Agreements.  All reasonable attorneys’ fees and other costs incurred by WBRP in 
routine administering or, at the University’s request, modifying the provisions of the Ground 
Lease, this Lease, the General Construction Contract, the WBRP’s Consultant Agreement, the 
Financing Documents, or other agreements relating to the Project, the administration of claims 
and insurance awards after damage, destruction, or a covered liability, the administration of 
claims in connection with any condemnation proceeding, any future renovations or alterations of 
the Premises, any future financings undertaken at the request of the University, or any other 
consents, approvals, or other actions requested or taken by WBRP under any such agreements in 
response to requests by the University or factual occurrences requiring WBRP’s consents, 
approvals, or actions;

6.4.3 WBRP’s Advances to Pay Delinquent University Obligations.
Any amount that WBRP had advanced, at its election but without any obligation hereunder to do 
so, to pay any obligation that the University has failed to pay prior to delinquency and that have 
remained unpaid for a period of ten (10) days following WBRP’s written notice to the University 
of such delinquent obligation; 

6.4.4 Costs Resulting from the University Actions.  Any additional 
attorneys’ fees, costs or liabilities that WBRP may incur, including costs associated with any 
challenge to WBRP’s non-profit tax-exempt status, arising from the University’s actions in 
subleasing of any portions of the Premises, or any other actions of the University under this 
Lease or with respect to the Premises; 

6.4.5 Cost of Compliance with Laws.  All costs of ongoing 
compliance with governmental laws, building codes, and laws of the board of fire underwriters 
(or similar organization) now or hereafter constituted as applicable to the Premises; 

6.4.6 Other Ground Lease Expenses.  All other expenses of WBRP as 
ground lessee under the terms of the Ground Lease (not resulting from WBRP’s default), subject 
to the exclusions described in Section 6.5. 

6.5 Exclusions from Base Rent and Additional Rent.  Notwithstanding any 
other provisions of this Lease, Base Rent and Additional Rent Components shall not include any 
of the following expenses: 
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(a) Any expense paid from proceeds of or reserves established under 
any Bond Financing; 

(b) Any expense for which WBRP is reimbursed by insurance, 
warranty or condemnation award; 

(c) Any costs for WBRP to continue to exist as a Washington non-
profit corporation, costs of any annual licenses or tax returns of WBRP, and any internal 
overhead of WBRP; 

 (d) Any interest, fines, late charges, or penalties incurred by WBRP as 
a result of WBRP’s negligence or intentional misconduct or due to late payment or late 
performance not caused by the University;  

(e) Any cost to make repairs or replacements relating to damage 
caused by the negligence or intentional misconduct of WBRP; provided, however, that the 
University specifically confirms that except for WBRP’s obligation to exercise reasonable 
diligence and good faith efforts to (i) complete the Improvements and (ii) rebuild and restore the 
Premises with insurance and condemnation proceeds as required by the Ground Lease and the 
Financing Documents and except as provided in Section 10.1 hereof, WBRP has no duties, 
obligations, or liability whatsoever relating to the suitability of the Premises for the University’s 
particular use, the obligation to maintain and repair the Premises, the bursting of pipes or the 
failure or building utilities or services, or any damage to the Premises; or 

(f) Any costs that are paid from the Lump Sum Payment received by 
WBRP under Section 6.6. 

6.6 Lump Sum Payment.  The University shall, in addition to Base Rent and 
Additional Rent, make a lump sum payment of rent in the amount of $__________ (the “Lump
Sum Payment”) on the Rent Commencement Date, to be allocated pursuant to the Bond 
Financing to retire the Series 2015B Bonds.  WBRP shall provide the University a notice of such 
payment obligation not later than thirty (30) days prior to the Rent Commencement Date.   

6.7 No Prepaid Rent; No Security Deposit.  The University has not prepaid 
any Rent to WBRP for the Premises.  No security deposit or damage deposit is required under 
this Lease.   

6.8 Holdover Rent.

  In the event the University remains in the Premises for any reason after the 
effective date of the termination of this Lease, Base Rent and Additional Rent shall be calculated 
in the same manner that Base Rent and Additional Rent are calculated under Sections 6.2 and 
6.3, but taking into account any increase in Ground Rent or Additional Rent during such 
holdover period. 

6.9 Source of Payments.  The obligations of the University under this Lease 
will be paid solely from General Revenues.  “General Revenues” means all nonappropriated 
income, revenues, and receipts of the University if and to the extent such funds are not restricted 
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in their use by law, regulation, or contract.  For example, the following items are restricted and, 
therefore, excluded: 

(a) Appropriations to the University by the State from the State’s 
General Fund; 

(b) Each fund the purpose of which has been restricted in writing by 
the terms of the gift or grant under which such fund has been donated, or by the donor thereof; 

(c) Fees imposed upon students as a condition of enrollment at the 
University, including but not limited to services and activities fees, building fees, and technology 
fees; and 

(d) Revenues and receipts attributable to the Metropolitan Tract 
Revenue.

Unrestricted fund balances, to the extent that they were accumulated from money that was 
received as General Revenues, also would be includable and available to pay obligations secured 
by General Revenues. 

The University reserves the right to include, at its sole option, in the future, other sources 
of revenue or income, specifically including, but not limited to, all or any portion of the items or 
the auxiliary systems, excluded above, to General Revenues, by a Certificate executed by the 
Controller of the University (or the successor to the functions of the Controller). “Certificate 
executed by the Controller of the University” means the written certification to the effect that 
for the preceding two fiscal years for which audited financial statements are available, the item 
or auxiliary maintained a “coverage ratio” of at least 125%, where the “coverage ratio” equals: 
(i) net revenue (for those items or auxiliaries whose debt has a lien on net revenues) or gross 
revenues (for those items or auxiliaries whose debt has a lien on gross revenues), divided by 
(ii) debt service with respect to the then-outstanding revenue debt of the auxiliary or item and 
state-reimbursed bonds allocable to such auxiliary or item. In the event an auxiliary or item is 
added to General Revenues, the obligations of that auxiliary or item may remain outstanding and 
have a prior claim on auxiliary net revenues.  The University reserves the right to remove, at its 
sole option, in the future, any revenues from General Revenues. 

7. USE OF THE PREMISES.

7.1 Use.  The University may use and occupy the Premises for any purpose 
not prohibited by the Ground Lease or any Financing Documents, so long as such use does not 
jeopardize WBRP’s status as a 501(c)(3) non-profit entity or the tax exempt status of interest on 
any tax exempt Bonds. 

7.2 Compliance with Law.  The University, at its expense, shall promptly 
comply with all present and future laws and requirements of all governmental authorities 
applicable to the Premises except for those items that are the responsibility of WBRP hereunder 
(although failure of WBRP to comply with any law shall not relieve the University of its 
obligation hereunder).  If any governmental license or permit shall be required for the proper and 
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lawful conduct of the University’s business activity carried on from the Premises, the University 
at its expense shall procure and thereafter maintain such license or permit. 

7.3 Hazardous Substances.  The University shall give notice to WBRP, with 
a copy delivered concurrently to Ground Lessor, promptly after learning of any release of any 
New Hazardous Substance on or at the Premises, or, if caused by the University or any subtenant 
of the University, on the surrounding environment in each case that constitutes a violation of any 
Environmental Laws or presents any substantial danger to human health or safety.  This notice 
shall include a description of measures taken or proposed to be taken by the University to obtain 
and/or remedy the release and any resulting damage material to property, persons or the 
environment.  At the University’s own expense, the University shall promptly take all steps 
necessary to contain and remedy any release of New Hazardous Substances in, on or under the 
Premises, or surrounding environment, and all resultant damage or injury to property, persons 
and the environment, all in conformance with Environmental Laws.  Upon termination of this 
Lease, the University shall remove all New Hazardous Substances not in existence on the Lease 
Commencement Date and shall decontaminate, decommission and, in the case of infectious or 
biological hazards, sterilize all areas in the Premises, in which New Hazardous Substances were 
generated, stored, accumulated, released, or otherwise present to a level not toxic to humans or 
animals and otherwise in conformance with Environmental Laws.  The University shall 
indemnify, defend and hold WBRP harmless from any and all claims, demands, damages, costs, 
fees, penalties, and charges asserted against, imposed upon, and incurred by WBRP (including 
fees and costs of attorneys, consultants, laboratory testing charges and personal injury claims) as 
a result of any of the following actions or omissions of the University, or its regents, officers, 
employees, agents or students that constitutes a violation of any Environmental Laws: (i) the 
handling, use, generation, accumulation, storage, transportation, disposal, treatment and/or sale 
of New Hazardous Substances at the Premises; (ii) the unlawful release of any New Hazardous 
Substance on or at the Premises; (iii) the failure to comply with any Environmental Laws; 
(iv) the failure to remove all New Hazardous Substances not in existence on the Lease 
Commencement Date or decontaminate, decommission, or, in the case of infectious or biological 
hazards, sterilize all areas in the Premises in which any of New Hazardous Substances were 
generated, stored, handled, accumulated, released or otherwise present, all in conformance with 
Environmental Laws; and (v) the failure to comply with any other requirement of this 
Section 7.3. 

The provisions of this Section 7.3 shall also be made fully applicable to all subtenants of 
the University at the Premises in any sublease by the University.  The defense and 
indemnification obligations set forth above shall also run directly from the University (and any 
subtenant) for the benefit of WBRP and Ground Lessor (with a similar indemnification included 
in all subleases for the direct benefit of WBRP and Ground Lessor), and Ground Lessor is and 
shall be a third party beneficiary of such defense and indemnification obligations with a right to 
enforce such obligations directly against the University and/or any subtenant of the University.  
A bio-hazards handling and management plan prepared by the University of Washington or any 
other subtenant in the Property who handles New Hazardous Substances at the Property shall be 
provided to WBRP and Ground Lessor annually.  All handling or management of New 
Hazardous Substances and biohazards shall include a disposal program (including all manifests 
regarding disposal in appropriate disposal facilities) in full compliance with Environmental 
Laws.  WBRP shall be entitled, at WBRP’s expense (but only to the extent recoverable from the 
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Ground Lessor under the Ground Lease), to review all records regarding all handling, 
management and disposal of New Hazardous Substances upon request. 

Upon request by WBRP, the University and/or applicable subtenants of the University 
will also provide to WBRP copies of all permits, authorizations or entitlements obtained or 
required to be obtained with respect to the handling of New Hazardous Substances at the 
Premises, and complete copies of all compliance reports or similar information required to be 
maintained or filed in connection with such permits, authorizations and entitlements. 

8. THE PROJECT AND ADDITIONAL TENANT IMPROVEMENTS.

8.1 The Improvements.  Commencing upon the Lease Commencement Date 
and continuing during the period reasonably needed for design, permitting, and construction 
thereof, WBRP agrees to exercise reasonable commercial best efforts to build the Improvements, 
all in accordance with plans and specifications that will have been developed by the University 
and WBRP in accordance with Exhibit E and the Development Management Agreement, 
provided that each of the following conditions have been or are satisfied:  

(a) The Ground Lease and the Development Management Agreement 
remain in effect. 

(b) The University works cooperatively with WBRP and Development 
Manager to develop, approve, modify, and timely make all decisions necessary to finalize 
permit-ready and bid-ready plans and specifications for the Improvements. 

(c) Such plans and specifications are approved by the City of Seattle 
and a building permit, and any and all other permits required for construction of the 
Improvements are granted. 

(d) The Project Costs do not exceed the sum of Project Funds.  

(e) No events of default beyond the reasonable control of WBRP 
occur under the Bond Financing, under the Ground Lease, under the General Construction 
Contract, or under any other significant agreements, in each case, that have prevented completion 
of such Improvements.  

(f) No act of God or other force majeure event prevents WBRP from 
completing such Improvements.  

(g) To the extent the Project Costs are in excess of the Project Funds, 
the University shall pay into the applicable account under the Financing Documents, all costs to 
complete the Project as the same become due and payable.  Notwithstanding the foregoing, to the 
extent any Project Costs are incurred that are not included in the Project Development Budget or 
in change orders under the General Construction Contract that have been approved by the 
University, or that have not otherwise been approved by the University, the University shall have 
the right to enforce the provisions of Section 11 hereof. 
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(h) A preliminary budget of the total amount of Project Costs is 
attached hereto as Exhibit D.  A description of the Improvements is attached as Exhibit B.  The 
arrangements and procedures to govern WBRP and the University with respect to development, 
planning and construction of the Improvements shall be in accordance with Exhibit E.  The 
University shall have the right to concur in any material changes to the plans and specifications 
for the Project, the Development Management Agreement, the Architect’s Agreement and the 
General Construction Contract, provided that such approval shall not be unreasonably withheld 
or delayed. 

8.2 Additional Alterations and Improvements.  The University may make 
“Additional Tenant Improvements”, which means and shall be comprised of additional 
alterations and improvements to the Premises as are permitted by the Ground Lease.  The 
University shall concurrently provide WBRP and Ground Lessor with any notices, plans and 
specifications, or other documents as are required to be submitted under the Ground Lease for 
Additional Tenant Improvements to the Premises.  

8.3 Ownership of Additional Tenant Improvements.  All Additional Tenant 
Improvements that may be installed in the Premises and that are affixed to the floors, walls or 
ceilings of the Premises in a manner that is intended to be permanent, shall remain with the 
Premises upon termination of this Lease or, if the Ground Lease has also terminated, Ground 
Lessor, unless the parties have otherwise agreed in writing at the time of installation.  Any 
Additional Tenant Improvements consisting of trade fixtures and/or equipment temporarily 
installed upon or attached to the Premises (for seismic or other reasons ) by the University not 
required to remain pursuant to Section 3.13 of the Ground Lease and not intended by the 
University to become a permanent fixture to the Premises, shall remain the property of the 
University, and WBRP agrees that the University shall have the right at any time (and from time 
to time) during the Term of this Lease to remove any and all such trade fixtures and/or 
equipment, provided the University repairs any damage caused thereby.  The University shall 
provide a list of items that are to be included in Exhibit C to the Ground Lease prior to their 
installation.  The University’s only responsibility upon removal of any such trade fixtures and/or 
equipment is to repair any damage caused by the removal but not to restore the Premises to any 
prior condition. 

8.4 Liens.  WBRP will utilize all Project Funds and will exercise commercial 
diligence and good faith to keep the Premises free from all construction and other liens on 
account of work done in connection with the Improvements.  The University will keep the 
Premises free from all liens on account of work done for the University or persons claiming by, 
through or under the University.  The University shall indemnify, defend and hold WBRP 
harmless from any lien claim, judgment or litigation arising out of any work performed or 
materials furnished by or at the direction of the University or its regents, officers, employees or 
agents.  So long as Project Funds are available, WBRP will timely pay all costs of work 
performed, materials furnished or obligations incurred by WBRP in connection with the 
Premises or the Project and will keep the Premises and Project free from all construction and 
other liens on account of work done for WBRP or persons claiming by, through or under WBRP.  
Should any claim of lien be filed against the Premises or any action affecting the title to the 
Premises be commenced, the responsible party shall cause such lien to be released of record by 
payment or posting of a proper bond within thirty (30) days following the filing of such lien.  
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However, WBRP and the University each reserve the right to contest the validity or amount of 
any such lien in good faith provided that, within thirty (30) days after the filing of such lien, the 
party whose actions or inactions have allegedly caused such lien discharges said lien of record or 
records a bond which complies with the requirements of RCW 60.04.161 eliminating such lien as 
an encumbrance against the Premises.  In the case of WBRP’s obligation to discharge a lien, the 
costs of discharging such lien shall not be reimbursable. 

8.5 Early Termination of Ground Lease.  WBRP shall take no action to 
terminate the Ground Lease except at the written direction of the University.  In the event the 
University directs WBRP to terminate the Ground Lease pursuant to Section 2.5 of the Ground 
Lease, the University shall reimburse WBRP for any surrender fee due under the Ground Lease. 

9. TAXES, UTILITIES AND SERVICES.

9.1 Taxes and Assessments.  The University shall make appropriate 
arrangements to receive directly from the applicable governmental agency, assessment notices 
and real property tax statements and shall promptly provide a copy thereof to WBRP.  With 
respect to any general or special assessments which may be levied against the Premises or the 
Project, and which may be paid in installments, all such Taxes shall be paid in installments, and 
only the amount of the annual installment and interest due on any special assessment shall be 
included within the computation of Taxes.  To the extent that any assessment, installment, or 
payment of Taxes includes periods of time prior to the Rent Commencement Date or after the 
Lease Termination Date, such assessments, installments, or payments of Taxes shall be pro-rated 
on a daily basis and the University shall pay to WBRP, as Additional Rent, only that portion of 
such Taxes that relate to the Term of this Lease.   

The Leased Property is currently exempt from real property taxes.  The University and 
WBRP shall cooperate in preparing and processing any necessary applications to continue that 
tax exemption during the Term.  The University shall be entitled to the economic benefit of any 
such real property tax exemption by being relieved of the obligation to pay such taxes pursuant 
to this Section 9.1. 

9.2 Right to Contest Taxes.  If WBRP receives prior notice that an appraisal 
of the Premises, or any portion thereof, will be conducted for real or personal property tax 
purposes, WBRP shall so notify the University and permit the University to be present during 
such appraisal if the University so elects.  Subject to the provisions of the Ground Lease, the 
University shall have the right in WBRP’s name and stead, and at the University’s sole expense, 
to contest the validity or amount of any real property taxes.  WBRP shall cooperate with the 
University and provide reasonable assistance with respect to any such contest, including, without 
limitation, such information and supporting documents as may be reasonably requested by the 
University.  In the event WBRP shall obtain a tax refund as a result of any such tax appeal or 
other proceedings the University shall be entitled to, and WBRP shall promptly pay to the 
University, all such tax refunds, subject to any rights of the lender or trustee under the Financing 
Documents to apply such refund future rent obligations, reserves, or otherwise.

9.3 Building Utilities and Services.  As part of the Project, WBRP shall 
include in the Improvements, hook-ups, pipes, ventilation, cabling, wiring, and other facilities or 
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improvements to provide or enable the following utilities and other services to the Premises: 
electricity, HVAC, potable water (hot and cold) for lavatory and drinking purposes, elevators, 
sprinkler, fire alarm, security system, sewer, gas, trash removal, recycling and 
telecommunication conduit. All Utility services shall be available 24 hours a day, seven days a 
week.  WBRP shall not have any liability for any freezing, clogging, breakage, or other failure or 
damage to pipes, cables, wiring, or other utilities, nor shall WBRP have any liability for any 
interruption in service by the applicable utility company or service provider; provided, that, in 
each case the same was not caused by WBRP’s negligence or intentional misconduct. 

9.4 Janitorial and Other Services.  Janitorial and other services for the 
Premises shall be selected by the Property Manager and paid as Additional Rent.  The parties 
agree that janitorial service providers should receive fair wages and health care benefits when 
performing services at the facility. 

9.5 Telephone and Data Transmission.  The University shall have the right 
to install telephone and data communications systems in the Premises and hereby releases 
WBRP of any responsibility therefor.  The University shall pay for such services directly to the 
appropriate telephone company or other service provider. 

10. MAINTENANCE, REPAIR AND RESTORATION; PROPERTY 
MANAGER; CAPITAL REPAIRS AND IMPROVEMENTS.

10.1 WBRP’s Obligations.  Except as provided in Section 10.2 and subject to 
Sections 10.3 and 13.1, throughout the term of this Lease, WBRP shall keep the Improvements 
and other improvements hereafter situated upon the Premises, including, without limitation, the 
structural and exterior portions, roofing and covering material, foundations, exterior walls, 
plumbing, electrical systems, heating and ventilation systems, security system, interior walls and 
finishes, windows, doors, and all other components of the building in good and safe condition 
and in good order and repair (ordinary wear and tear, and casualty loss, excepted), and shall 
conform to and comply with all provisions of the Ground Lease and the Financing Documents 
relating to maintenance, repair and restoration (including restoration in the event of casualty loss 
under Article 7 of the Ground Lease), as well as all valid ordinances, regulations or laws 
affecting the Premises, or any other improvements on the Premises or the use thereof.  WBRP 
covenants and agrees that the University shall have the right to contest, at the University’s sole 
cost and expense, any asserted or alleged violation of such ordinances, regulations or laws of any 
kind or character and by whomsoever asserted or alleged in the name of the University or 
WBRP, as the University may deem appropriate.  Notwithstanding the foregoing, the WBRP’s 
obligation with respect to maintenance and repair of the Improvements shall not include any 
obligation to replace any obsolete equipment, but WBRP shall nevertheless maintain in 
accordance with this section all building equipment consistent with prudent maintenance 
practices, and cause such equipment to be in working order upon expiration or earlier 
termination of this Lease, taking into account the age of such equipment.  In no event shall 
WBRP be obligated to make repairs or replacements that would affect the taxability of any tax-
exempt financing of the Improvements or any Additional Tenant Improvements. 

10.2 Delegation to Property Manager.  Upon substantial completion of the 
Project, WBRP intends to delegate its obligations under Section 10.1, and may delegate its 
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obligations under Section 15.2, to the Property Manager selected in accordance with Section 10.3 
below.  Subject to Section 13.2 and provided WBRP has complied with Section 10.3, WBRP 
shall have no liability to the University for any of the obligations set forth in Section 10.1 or 
15.2.

10.3 The Property Manager.  Not later than two months prior to the Rent 
Commencement Date, WBRP shall select a property manager for the Premises (the “Property
Manager”) with the concurrence of the University.  The Property Manager shall be qualified and 
have expertise in the management of laboratory and research facilities and experience with the 
University or other large, institutional tenants.  The Property Manager’s contract shall be 
provided to the University for review and comment and subject to the concurrence of the 
University.  The Property Manager shall be required to submit regular reports of all costs and 
expenses in connection in connection with its duties to WBRP and the University, together with 
back-up documentation for expenditures if requested by WBRP or the University.  In the event 
the University is unsatisfied with the Property Manager, WBRP shall, at the University’s 
expense, seek to find a replacement Property Manager meeting the criteria set forth herein.  All 
reasonable expenses and reimbursables incurred by the Property Manager in carrying out its 
duties shall be Additional Rent as provided in Section 6.3.1.7.  Because of WBRP’s delegation 
and the University obligation to pay Additional Rent, the parties acknowledge that the University 
bears ultimate financial responsibility for the obligations under Section 10.1. 

10.4 Capital Repairs and Improvements.  In the event any third party 
requires a deposit or other upfront payment for repairs or replacements required by this Lease, 
the University shall deposit such amount with WBRP.  In addition, if WBRP is required to 
borrow money to complete the maintenance obligations under Section 10.1 or under any future 
Improvement or other financings beyond the Bond Financing, or to undertake any obligations or 
perform any substantial services in connection with future alterations, renovations, or 
refurbishment of the Premises, WBRP and the University shall negotiate in good faith as to a 
one-time transaction fee payable to WBRP in connection with any such additional financing or 
other renovation, repair or replacement and an ongoing asset management fee payable to WBRP 
in connection with any payment installments relating to such financing or transaction, with the 
parties intending that such fees shall be calculated generally in accordance with the method used 
to calculate WBRP’s fees in connection with the Project.  Base Rent shall be adjusted to take 
account of payments made under such additional financing. 

11. ASSIGNMENT OF CERTAIN RIGHTS; CLAIMS AGAINST THIRD 
PARTIES.  In the event the University, in its sole and absolute discretion, determines that 
WBRP may have a claim for damages, specific performance or other remedy at law or equity 
under the Ground Lease, Development Management Agreement, General Construction Contract, 
Architect’s Agreement, any product or service warranty provided by any subcontractor or 
supplier, or any other contract or undertaking with respect to the Project (each a “Claim”), the 
University may do any one of the following: 

(a) Direct WBRP to take such action as the University may reasonably 
require in pursuit of such Claim, with the costs of such action being included as an Additional 
Rent Component; 
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(b) Join in any action commenced by WBRP (whether at the direction 
of the University or otherwise); or 

(c) Direct WBRP to assign its rights to such Claim to the University or 
the University’s designee. 

 WBRP shall cooperate with the University and provide reasonable assistance with respect 
to any such Claim, including, without limitation, such information and supporting documents as 
may be reasonably requested by the University.  The University shall indemnify WBRP against 
any costs, fees or expenses incurred by WBRP in taking any action prescribed by the University, 
its regents, officers, employees or agents in pursuit of any Claim.  Any attorneys, consultants or 
other experts engaged by WBRP whose fees will be reimbursed by the University shall be 
reasonably acceptable to the University and approved in writing by the University in advance.  
Except in emergency circumstances where WBRP reasonably believes there is a risk of 
immediate or irreparable harm to persons or property, WBRP shall not take any action in respect 
of a Claim without first consulting with the University.  In the event WBRP (or the University, 
upon an assignment to the University) obtains a monetary recovery in connection with any 
Claim, such amount shall, at the University’s direction but subject to any rights of the Bond 
Trustee to direct such application: (i) be applied to the Bond Financing (whether directly, into a 
sinking fund or otherwise), and Base Rent shall be reduced proportionately if such application 
results in a reduction in the installment payments due under the Bond Financing, (ii) be deemed 
prepaid Rent hereunder, applied to the next due installments of Base Rent or Additional Rent, as 
directed by WBRP, and/or (iii) be used to repair or improve the Premises.  This Section 11 shall 
not apply to Claims to the extent (1) such rights have been assigned in connection with the Bond 
Financing (e.g., insurance proceeds and condemnation awards) or (2) expressly assigned or 
delegated to the University hereunder (e.g., tax contests under Section 9.2 hereof). 

12. INSURANCE.

12.1 WBRP Insurance.

12.1.1 Property Insurance.  WBRP shall maintain throughout the term 
of this Lease policies of insurance covering loss of or damage to the Premises and any Additional 
Tenant Improvements in the full amount of its replacement cost with endorsement to cover code 
changes.  Such policies shall provide protection against all perils included within the 
classification of fire, extended coverage, vandalism, malicious mischief, special extended perils 
(“special cause of loss”), and sprinkler leakage.  Subject to any limitations imposed by the 
Financing Documents, if any permanent improvements are made to the Premises at University 
expense (e.g., Additional Tenant Improvements), WBRP shall and is hereby deemed to assign to 
the University a right to insurance proceeds in the amount equal to the cost of such Additional 
Tenant Improvements (which cost shall be reduced year-to-year based on a deemed amortization 
over the reasonable useful life of such Additional Tenant Improvements).  Notwithstanding such 
assignment, and provided this Lease is not terminated pursuant to Section 15.3 or 15.4, all 
proceeds of WBRP’s property insurance shall be applied toward the restoration or replacement 
of the Premises, the Project and any Additional Tenant Improvements, and the University shall 
reassign to WBRP its portion of insurance proceeds for such purpose. Any amounts received by 
WBRP in respect of excess or unused insurance proceeds not required to be paid on the 
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Financing shall be applied as a credit to any remaining installments of Base Rent.  To the extent 
such excess or unused insurance proceeds exceed the remaining installments of Base Rent, such 
excess shall be refunded to the University as a rebate in respect of paid Base Rent.  To the extent 
the Ground Lease or the Bond Financing requires WBRP to maintain insurance beyond that 
which is required under this Section 12.1.1, WBRP shall also maintain the insurance required 
under the Ground Lease or any Financing. 

12.1.2 Liability Insurance.  WBRP shall further maintain a policy of 
commercial general liability insurance covering all claims with respect to injuries or damages to 
persons or property sustained in, on or about the Premises and the appurtenances thereto, 
including the sidewalks and alleyways adjacent thereto, which shall contain a “breach of 
warranty” and a cross-liability clause, with limits of liability no less than Five Million Dollars 
($5,000,000) per occurrence and in the aggregate, with coverage on an occurrence basis, insuring 
WBRP against liability arising out of the ownership, use, occupancy or maintenance of the 
Premises.  The University may require higher limits and any additional premium shall be paid as 
Additional Rent under Section 6.3.1.1. 

12.1.3 Other Provisions.  WBRP’s insurance shall be issued by 
insurance companies authorized to do business in the State of Washington and reasonably 
acceptable to the University; shall name the University as an additional insured, be primary and 
non-contributing, and shall contain an endorsement requiring at least thirty (30) days’ prior 
written notice of cancellation to the University, before cancellation or material diminution in the 
coverage or amount of any policy.  WBRP shall deliver a certificate or copy of such policy 
together with evidence of payment of all current premiums to the University within thirty (30) 
days of execution of this Lease. 

12.1.4 University Option to Obtain WBRP Insurance.  So long as the 
University occupies more than eighty percent (80%) of the rentable square footage of the 
Premises, then at its election the University may obtain on behalf of WBRP any insurance 
WBRP is required to carry hereunder so long as WBRP is a named insured and such insurance 
satisfies all of the requirements imposed thereon under this Lease, the Ground Lease, and the 
Financing Documents.  Prior to obtaining such insurance (and before WBRP has obtained such 
insurance on its own behalf), the University shall notify WBRP of its intention to obtain 
insurance on behalf of WBRP, and shall provide WBRP with a schedule or binder showing all 
applicable coverages. 

12.2 The University’s Insurance.  The University, at its cost, shall maintain 
commercial general liability insurance (which may be through a captive insurer), with a liability 
limit of $2,000,000 per occurrence and $5,000,000 aggregate, insuring against liability of the 
University and its regents, officers, employees, agents and students to the extent caused by the 
performance or failure of performance of duties for the University and in connection with the 
University’s use and occupancy of the Premises.  The University shall provide WBRP a 
certificate of insurance from its captive insurer.  If permitted under applicable law and the 
regulations of the University and its captive insurer, the certificate of insurance shall, upon 
request of WBRP or the Ground Lessor, name WBRP, the Ground Lessor and the lender or 
trustee of any Financing as additional insureds. 
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13. INDEMNIFICATION AND WAIVERS.

13.1 University Indemnification.  The University agrees to indemnify, defend 
and hold WBRP harmless from and against any and all demands, claims, liabilities, losses, costs, 
expenses, actions, causes of action, damages or judgments, and all reasonable expenses incurred 
in investigating or resisting the same (including, without limitation, reasonable attorneys’ fees 
and disbursements) to the extent arising or alleged to arise from:  (a) injury to person or to 
property occurring within or about the Premises or any other improvements on the Premises 
arising from negligent or tortious acts or omissions of the University, its regents, officers, 
employees, agents or students; (b) the University’s, its regents’, officers’, employees’, agents’ or 
students’ negligent or tortious acts or omissions relating to the construction, repair, restoration, 
rebuilding, use or occupancy of the Premises, or any other improvement on the Premises; (c) a 
material breach or default by the University in the performance of any of its obligations under 
this Lease; or (d) the University’s violation of any applicable law or statute relating to the 
Premises, or any other improvement on the Premises or their use or occupation; provided, 
however, that WBRP shall not be released from and shall indemnify, defend, protect and hold the 
University harmless from all damages, liabilities, judgments, actions, claims, attorneys’ fees, 
consultants’ fees, payments, costs and expenses to the extent arising from matters for which 
WBRP is obligated to indemnify the University as provided in this Lease.  If the University is 
required to defend any action or proceeding pursuant to this section to which action or 
proceeding WBRP is made a party and WBRP reasonably believes that the interests of the 
University and WBRP conflict or are divergent, then WBRP shall also be entitled to appear, 
defend, or otherwise take part in the matter involved, at its election, by counsel of its own 
choosing, and to the extent WBRP is indemnified under this section, the University shall bear the 
cost of WBRP’s separate defense, including reasonable attorneys’ fees. 

 The provisions of this Section 13.1 shall also be made fully applicable to all subtenants of 
the University at the Premises in any sublease by the University.  The defense and 
indemnification obligations set forth above shall also run directly from the University and any 
subtenant of the University for the benefit of WBRP and Ground Lessor (with a similar 
indemnification included in all subleases for the direct benefit of WBRP and Ground Lessor), 
and Ground Lessor is and shall be a third party beneficiary of such defense and indemnification 
obligations with a right to enforce such obligations directly against the University and/or any 
subtenant of the University. 

 Except for reckless or intentionally tortious acts or omissions, willful misconduct or gross 
negligence of WBRP or its employees or agents or through material breach of WBRP’s 
obligations under this Lease, the University hereby agrees that:  (i) WBRP shall not be liable for 
injury to the University’s business or any loss of income therefrom for damage to the goods, 
wares, merchandise or other property of the University, the University’s employees, agents, 
contractors, invitees, subtenants or any other person in or about the Premises, or any other 
improvements on the Premises, (ii) WBRP shall not be liable for injury to the person of the 
University, the University’s employees, agents, contractors, invitees or subtenants, whether such 
damage or injury is caused by or results from fire, steam, electricity, gas, water or rain, or the 
breakage, leakage, obstruction or other defects of pipes, sprinklers, wires, appliances, plumbing, 
air conditioning or lighting fixtures, whether said damage or injury results from conditions 
arising from the Premises or from other sources or places, and (iii)  WBRP shall not be liable for 
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any damages arising from any act or omission of any other tenant in the Premises or any other 
third party. 

13.2 WBRP Indemnification.  WBRP agrees to indemnify, defend and hold 
the University harmless from and against any and all demands, claims, liabilities, losses, costs, 
expenses, actions, causes of action, damages or judgments, and all reasonable expenses incurred 
in investigating or resisting the same (including, without limitation, reasonable attorneys’ fees 
and disbursements) to the extent arising or alleged to arise from:  (a) WBRP’s, its employees’, 
agents’, or invitees’ negligent or tortious acts or omissions relating to the entry upon or in the 
Premises, or any other improvement on the Premises; (b) a material breach or default by WBRP 
in the performance of any of its obligations under this Lease; or (c) WBRP’s violation of any 
applicable law or statute relating to the Premises, or any other improvement on the Premises or 
their use or occupation; provided, however, that the University shall not be released from and 
shall indemnify, defend, protect and hold WBRP harmless from all damages, liabilities, 
judgments, actions, claims, attorneys’ fees, consultants’ fees, payments, costs and expenses to 
the extent arising from matters for which the University is obligated to indemnify WBRP as 
provided in this Lease.  If WBRP is required to defend any action or proceeding pursuant to this 
section to which action or proceeding the University is made a party and the University 
reasonably believes that the interests of WBRP and the University conflict or are divergent, then 
the University shall also be entitled to appear, defend, or otherwise take part in the matter 
involved, at its election, by counsel of its own choosing, and to the extent the University is 
indemnified under this section, WBRP shall bear the cost of the University’s separate defense, 
including reasonable attorneys’ fees. 

13.3 Waiver of Claims Covered by Insurance.  Each party waives all right of 
recovery against the other for any loss or damage covered by its respective first party 
commercial insurance policies for all perils insured thereunder and, in the event of any 
commercially insured loss, neither party’s insurance carrier shall have a subrogation claim 
against the other party; provided, however, that this waiver of subrogation shall not apply if the 
effect is to void such insurance coverage.   

13.4 Assignment of Indemnification Recoveries under Ground Lease.  To 
the extent that any funds recovered by WBRP under the indemnification provided by Ground 
Lessor pursuant to Section 6.12 of the Ground Lease, exceed any amounts then owing by the 
University hereunder, WBRP assigns the entire amount of such excess to University. 

14. ASSIGNMENT AND SUBLETTING.

14.1 No Assignment by WBRP.  WBRP shall not sell, transfer, convey or 
assign its interest in this Lease, the Premises, or any part thereof or interest therein without 
(i) consent of the University, which may be granted or withheld in its sole discretion, (ii) consent 
of Ground Lessor, which shall be governed by the Ground Lease, and (iii) an opinion from 
nationally recognized bond counsel that any such sale, transfer, conveyance or assignment by 
WBRP of all or any portion of its interest in this Lease, the Premises or any portion thereof or 
interest therein will not have an adverse effect on the tax exempt status of the Bond Financing (a 
“Permitted Transfer”) and any attempted sale, transfer, conveyance or assignment in violation 
of the consent requirements under this Section 14.1 shall constitute an event of default by WBRP 
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under this Lease.  If requested by the University and with consent of the lender of the Bond 
Financing, WBRP shall make a Permitted Transfer to an entity designated by the University, 
provided that:  (i) WBRP is fully released in writing from any further obligations under this 
Lease, the Ground Lease, any Financing then in effect, and every other agreement that may still 
be in effect with respect to the Premises; (ii) the University executes an agreement reasonably 
satisfactory to WBRP defending and indemnifying WBRP from any further losses or liabilities 
under any such agreements or as a result of WBRP having participated in the Project (except for 
any loss or liability caused by a breach under any agreement relating to the Project that could 
reasonably have been avoided by WBRP, WBRP’s gross negligence, or WBRP’s intentional 
misconduct); and (iii) the University pays WBRP a severance fee in the amount equal to the 
additional Base Rent that would otherwise have been payable under Section 6.2.1.3 for the two 
year period following such Permitted Transfer if such transfer occurs in the first 18 years of the 
Lease Term, and a one-year period if such Permitted Transfer occurs thereafter. 

14.2 No Encumbrances by WBRP.  WBRP shall not have the right to 
mortgage, pledge, encumber or assign this Lease in whole or in part or any interest therein except 
in connection with the Financing, the terms of which and any amendments thereto must have 
prior concurrence of the University, except as provided in Section 6.10.3. 

14.3 Assignments or Encumbrances by the University.  The University shall 
not assign or encumber the Premises or this Lease or any interest therein, whether voluntarily or 
by operation of law, if it would violate the terms of the Ground Lease or any restriction pursuant 
to the Bond Financing.  WBRP may refuse to consent to any assignment or encumbrance which 
would conflict with WBRP’s obligations under the Ground Lease, or Bond Financing (including 
any Trust Indenture) or which has been disapproved by Ground Lessor or the Bond Trustee (to 
the extent that the Financing is not being fully satisfied or defeased).  The University shall 
deliver the following to WBRP, Ground Lessor and Bond Trustee, as applicable, in connection 
with any such request: 

(a) True and complete copy of the proposed assignment or loan 
documents in connection with any encumbrance, and all side letters or other agreements 
pertaining thereto;

(b) Current financial statements, including income and expense 
statements and balance sheets, or other adequate financial information, for the then current year-
to-date and two most recent years for the prospective assignee; and   

(c) Current credit report from a recognized credit agency identifying 
the credit history of the prospective assignee. 

 WBRP’s decision with regard to acceptance or rejection of an assignment or 
encumbrance shall be given in writing within thirty (30) days after delivery of the items specified 
in this Section 14.3.  In the WBRP’s sole discretion, no assignment or encumbrance shall be 
approved which would, in the opinion of nationally recognized bond counsel, violate any tax 
covenant under the Bond Financing, nor shall WBRP be required to consent to any assignment 
for any use which contravenes any other tenant lease, agreement, mortgage, governmental 
restriction or any business activity of WBRP related to the Premises.  Any assignee shall 
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expressly assume all liability of the University under this Lease for that portion of the Premises 
assigned and the University shall not be released from further liability under this Lease unless 
WBRP specifically agrees to such release in writing, in its sole discretion or as directed by the 
Bond Trustee (and the Ground Lessor). 

14.4 Subleasing by University: Continued Responsibility.  The University 
reserves the right to sublease all or any portion of the Premises to the extent that such subleasing 
is not prohibited by the Ground Lease or any Financing Documents and, with respect to any 
sublease other than to a governmental entity or 501(c)(3) organization, only so long as WBRP 
and the Bond Trustee have received an opinion reasonably acceptable to them from nationally 
recognized bond counsel that any such for-profit sublease by the University will not have an 
adverse effect on WBRP’s 501(c)(3) status or the tax exempt status of any Bond Financing; 
provided, however, the University shall not be released from liability under this Lease following 
any sublease of the Premises; provided, further, that in the event of a default by any sublessee, 
WBRP shall give the University written notice of the default (if WBRP is actually aware of the 
default), shall accept cure of the default by the University within the same time period as is 
afforded such sublessee under its sublease, or if no time period be given for cure of such default, 
within thirty (30) days after receipt by the University of such notice and shall permit the 
University to reenter and repossess the Premises for the then unelapsed portion of the Term 
subject to all of the provisions of this Lease.  Any amounts required to be paid by WBRP under 
Section 9.2 of the Ground Lease in connection with any sublease shall be remitted by the 
University to WBRP as and when paid by the relevant sublessee.  All subleases must contain 
provisions allowing for termination without penalty in the event that the Premises are conveyed 
by WBRP to the University following full payment or defeasance of the Bonds. 

14.5 No Private Use or Payment and No Private Loan Financing.  WBRP 
and the University intend to designate a portion of the Bonds as governmental tax-exempt Bonds 
(the "Governmental Bonds"), a portion of the Bonds as "qualified 501(c)(3) bonds" (the 
"501(c)(3) Bonds" and together with the Governmental Bonds, the "Tax-Exempt Bonds"), and a 
portion of the Bonds as taxable Bonds.  WBRP and the University shall certify to Bond Trustee 
through an authorized officer, employee or agent that based upon all facts and estimates known 
or reasonably expected to be in existence on the date the Tax-Exempt Bonds are delivered, that 
the Premises acquired with the proceeds of the Governmental Bonds will not be used in a manner 
that would cause the Governmental Bonds to be “private activity bonds” within the meaning of 
Section 141 of the Internal Revenue Code (“Code”) and the regulations promulgated thereunder, 
and that the Premises acquired with the 501(c)(3) Bonds will not be used in any manner that 
would cause the 501(c)(3) Bonds to not constitute "qualified 501(c)(3) bonds" under Section 145 
of the Code and the regulations promulgated thereunder.  Moreover, WBRP covenants and 
agrees that it will make such use of the proceeds of the Governmental Bonds, including interest 
or other investment income derived from Governmental Bond proceeds, regulate the use of the 
Premises acquired, directly or indirectly, with such proceeds, and take such other and further 
action as may be required so that the Governmental Bonds will not be “private activity bonds”
within the meaning of Section 141 of the Code and the regulations promulgated thereunder.  
WBRP further covenants and agrees that it will make such use of the proceeds of the 501(c)(3) 
Bonds, including interest or other investment income derived from 501(c)(3) Bond proceeds, 
regulate the use of the Premises acquired, directly or indirectly, with such proceeds, and take 
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such other and further action as may be required so that the 501(c)(3) Bonds will be "qualified
501(c)(3) bonds" within the meaning of Section 141 of the Code and the regulations promulgated 
thereunder.  The University covenants that it will make use of the Premises so that the 
Governmental Bonds will not be “private activity bonds” within the meaning of Section 141 of 
the Code and regulations promulgated thereunder, and so that the 501(c)(3) Bonds will be 
"qualified 501(c)(3) bonds" pursuant to Section 145 of the Code and the regulations promulgated 
thereunder. 

15. DESTRUCTION.

15.1 Insured Damage.  If, during the Term, the Premises is partially or totally 
destroyed by any casualty that is covered by the insurance described in Section 12.1, rendering 
the Premises partially or totally inaccessible or unusable WBRP shall, if requested by the 
University or required under the Financing Documents or the Ground Lease, restore the Premises 
to substantially the same condition as they were in immediately before such destruction, if (i) the 
insurance proceeds available to WBRP (including any deductible, which is payable by the 
University as Additional Rent pursuant to Section 6.3.1.5 hereof) equals or exceeds the cost of 
such restoration, (ii) such restoration can be completed within a period which is not longer than 
eighteen (18) months from the date of such destruction, (iii) such restoration is permitted under 
then existing laws to be done in such a manner as to return the Premises to substantially the same 
condition as they were in immediately before such destruction, and (iv) such restoration is 
permitted (a) under the Ground Lease and (b) by the Bond Trustee.  WBRP will advise the 
University and applicable party under any Financing with respect to the preceding conditions 
and, accordingly, whether such restoration of the Premises can proceed, on or before that date 
which is ninety (90) days after the date of destruction.  If the foregoing conditions cannot be met, 
such destruction shall be treated as “Uninsured Damage” in accordance with the provisions of 
Section 15.2.  All insurance proceeds payable in connection with such damage or destruction 
shall be paid to the Bond Trustee as its interests may appear, who shall disburse such proceeds to 
WBRP from time to time as the restoration work progresses; provided, however, that WBRP 
shall complete such restoration as soon as reasonably practical, but in any event within eighteen 
(18) months from the date of such damage or destruction.  To the extent insurance proceeds 
cover Additional Tenant Improvements paid for by the University and are identifiable, such 
proceeds shall be subject to the provisions of 12.1.1 hereof. 

15.2 Uninsured Damage; Termination of Lease.  If, during the Term, the 
Premises of the Project is partially or totally destroyed by any casualty and the conditions set 
forth in Section 15.1 cannot be met, WBRP shall provide written notice to the University and the 
Bond Trustee within ninety (90) days after the date of destruction.  Such notice shall describe the 
extent of the destruction and which of the condition(s) cannot be met.  Unless WBRP, the 
University, Ground Lessor and the Bond Trustee agree otherwise at that time, any and all 
available insurance proceeds shall be applied in accordance with Section 6.7 of the Ground 
Lease.  If, however, WBRP is required to repair or rebuild Uninsured Damage pursuant to the 
terms of the Ground Lease or any Financing, WBRP shall be obligated to do so in accordance 
with the terms of the Ground Lease or Financing, and all costs incurred by WBRP for such 
repairs or restoration not covered by insurance shall be paid by the University as Additional Rent 
under Section 6.3.1.5 unless accounted for under Section 10.4. 
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15.3 No Abatement of Rent.  Subject to Section 15.2, if the Premises shall be 
rendered partially or wholly untenantable as a result of damage or destruction of the Premises or 
the Project, and regardless of whether the Premises are reconstructed and repaired, Rent shall not 
be abated in any manner, and the University shall continue to pay Base Rent and Additional Rent 
throughout the entire remaining term of this Lease, without any offset, deduction, suspension, or 
other abatement.  The University’s payment obligations under this Section 15.3 shall not prevent 
the University from making claims against WBRP or from exercising its rights under Section 11. 

15.4 Damage during Last Five Years of Term.  In the event damage or 
destruction of the Premises occurs during the last five (5) Lease Years of the Term and 
restoration or repair either (i) is not required and the University elects not to repair or restore or 
(ii) not permitted under any Financing Documents, the University may terminate this Lease and 
cause WBRP to terminate the Ground Lease pursuant to Section 7 of the Ground Lease.  In such 
event, the University (i) shall pay to WBRP an amount equal to the amounts payable on the 
Financing that are not covered by insurance and (ii) nonetheless be obligated to pay the 
remaining installments of Rent as they become due. 

15.5 No Repair or Restoration.  If the event repair or restoration is not 
required, the University hereby assumes WBRP’s obligations under the last paragraph of 
Section 7.1.2 of the Ground Lease.  Ground Lessor is a third party beneficiary of this 
Section 15.5 with a right to enforce such obligation against the University. 

16. CONDEMNATION.

16.1 Condemnation of Substantially All of the Premises.  If during the Term 
there is a taking or damaging of all or substantially all of the Premises by the exercise of any 
governmental power, whether by legal proceedings or otherwise, by a governmental agency with 
jurisdiction or a transfer by WBRP either under threat of condemnation or while legal 
proceedings for condemnation are pending (a “Condemnation”) such that the use of the 
Premises by the University is not economically sound, as reasonably determined by the 
University, and as a result thereof, WBRP has a right to terminate the Ground Lease, which right 
is acknowledged by the Ground Lessor or determined by a court if disputed, this Lease and any 
duty to pay Base Rent and Additional Rent shall, subject to the rights of the Bond Trustee, 
automatically terminate on the date the condemnor has the right to possession of the property 
being condemned, and any duty to pay Additional Rent shall continue only so long as WBRP 
continues to incur expenses that constitute any Additional Rent components reimbursable by the 
University.  The University’s allocation of the award with respect to taking of the Premises shall 
first be applied to any amounts owed to the Bond Trustee, if required by the Financing 
Documents, and applied at the direction of the Bond Trustee, or at the direction of the WBRP in 
accordance with the Trust Indenture relating to any Bond Financing.  To the extent WBRP 
receives any net condemnation proceeds that are not applied in accordance with the previous 
sentence and not applied to pay ongoing Additional Rent (including reimbursable expenses to 
WBRP for its attorneys’ fees and costs in responding to such condemnation proceeding) or to 
cure any defaults under this Lease, the University shall be entitled to receive such condemnation 
proceeds.  The University shall also have the right to claim and recover from the condemnor 
compensation for the loss of any of the University’s personal property, fixtures and 
improvements to the extent such improvements were funded directly by the University or 
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indirectly through proceeds of any Financing which have been repaid by WBRP as a function of 
University’s Base Rent payments.  In addition, the personal property, fixtures and improvements 
funded in the manner set forth in the preceding sentence, shall be the exclusive claim of the 
University and shall not be claimed by any other party. The University shall also have the right 
to claim and recover from the condemnor compensation for moving expenses and any other 
damages provable and suffered by the University in connection with the Condemnation. 

16.2 Partial Condemnation.  If only a part of the Premises shall be taken in 
connection with a Condemnation and the remainder of the Premises not so taken in the 
reasonable judgment of the University is economically sound, or, in any event, if the Ground 
Lessor has not acknowledged and a court has not determined that WBRP has the right to 
terminate the Ground Lease as a result of such partial condemnation, then this Lease shall 
continue in full force and effect as to the remainder of the Premises, and all of the terms herein 
provided shall continue in effect and Rent shall continue hereunder without abatement except to 
the extent that the Ground Rent component of Base Rent is reduced in accordance with any 
reduction of Ground Rent under the Ground Lease. 

17. DEFAULT AND REMEDIES.

17.1 Default by the University.  The occurrence of any one of the following 
events shall constitute a material breach and default under this Lease by the University: 

(a) The University shall have failed to pay an installment of Rent or 
other payment when due, where such failure shall continue for a period of ten (10) business days 
after written notice from WBRP. 

(b) The University shall have failed to perform any other provision of 
this Lease if the failure to perform is not cured within thirty (30) days after written notice of such 
default has been given by WBRP to the University.  If the default cannot reasonably be cured 
within thirty (30) days, the University shall not be in default under this Lease if the University 
shall within the 30-day period commence such cure and thereafter in good faith diligently and 
continuously prosecutes such cure to completion (and in any event completes such cure within 
120 days of the default). 

17.2 Remedies.  In the event of default of this Lease by the University, WBRP 
shall have the following rights and remedies: 

(a) To sue for Rent or any amounts due hereunder or any damages 
suffered by WBRP as a result of such default. 

(b) To remedy any nonmonetary default of the University and to enter 
upon the Premises to do any work or other things therein, and in such event all reasonable 
expenses of WBRP in remedying such default, the cost of which shall be payable by the 
University to WBRP on demand. 

(c) To maintain the University’s right to possession and continue this 
Lease in effect whether or not the University has abandoned the Premises. 
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 If WBRP has made demand upon the University to cure such default and the University 
has failed to accomplish such cure within 30 days thereafter, then WBRP may, unless prohibited 
from doing so by any lender under the Financing then in effect, terminate this Lease by giving an 
additional notice of termination to the University, which termination shall not take effect until 30 
days after such notice of termination has been given. 

17.3 Re-Entry.  In the event of any default by the University, WBRP shall also 
have the right, without terminating the Lease, to reenter the Premises and to remove all persons 
and property from the Premises and take whatever actions may be necessary or advisable to relet, 
protect or preserve the Premises.  Any property so removed may be stored in a public warehouse 
or other suitable place or otherwise disposed of in WBRP’s discretion at the expense and for the 
account of the University.  WBRP shall not be responsible for any damages or losses suffered by 
the University as a result of such reentry, removal, storage or other disposition.  In case of such 
re-entry, WBRP may relet the Premises upon such terms as are commercially reasonable and for 
a term which may expire either before or after the expiration of the Lease Term but not for a 
term longer than the stated maturity of the Bond Financing.  In re-letting the Premises, WBRP 
shall restrict possible replacement tenants to those whose occupancy would have no adverse 
effect on the tax-exempt status of interest payable on the Bonds, but within such category of 
qualified tenants WBRP shall take reasonable measures to seek a maximum rental rate for 
reletting.  Upon reletting the University shall be immediately liable to pay to WBRP the cost and 
expense of reletting and of such reasonable alterations and repairs as may be incurred by WBRP 
in readying the Premises for reletting.  WBRP shall provide notice to the University of any 
amount by which rentals from such reletting are less than the Rent due hereunder and the due 
dates of such rent.   The deficiency amount for each such Rent payment shall be paid by the 
University on or before the due date for such Rent payment. 

17.4 Interest.  Unless otherwise stated in this Lease, any Rent or other sums 
due from the University or advanced by WBRP that become delinquent hereunder shall bear 
interest from the date of such delinquency at the default rate of the Financing (or the default rate 
under the Ground Lease, if the default affects the payment of rent under the Ground Lease), 
calculated at the time of such nonpayment by the University or advance by WBRP, provided that 
the applicable grace period has expired.  Such interest shall be treated as an Additional Rent 
Component due and owing immediately and continuing to accrue until paid or collected. 

18. QUIET ENJOYMENT.  WBRP represents and warrants that WBRP has a 
leasehold interest in the Leased Property, the right to occupy and possess the Premises to the 
extent provided in the Reciprocal Easements Agreement, and has the right to enter into this 
Lease.  Upon paying the Rent and keeping the covenants and terms of this Lease on its part to be 
kept and performed, the University shall have peaceful and uninterrupted possession of the 
Premises (to the extent of WBRP’s rights under the Ground Lease and the Reciprocal Easements 
Agreement during the Term of this Lease, and any extensions thereof). 

19. SUBORDINATION, NON-DISTURBANCE AND ATTORNMENT; 
ESTOPPEL CERTIFICATES. 

19.1 Subordination and Non-Disturbance.  This Lease shall be subordinate 
to the deeds of trust executed in connection with the Financing, provided however that the 

WBRP 3.2 - UW Facilities Lease  page 31 
ND: 20089.002 4820-6477-0085v8

subordination of this Lease shall be conditioned upon a non-disturbance agreement with the 
beneficiary of any deed of trust: (a) not to disturb the University’s possession and other rights so 
long as the University continues to perform its obligations; and (b) in the event such beneficiary 
acquires WBRP’s leasehold estate in this Lease through foreclosure proceedings, deed in lieu of 
foreclosure or otherwise, to accept the University under lease terms identical to those of this 
Lease. 

19.2 Attornment.  In the event any proceedings are brought for termination of 
the Ground Lease (in the case of Ground Lessor), or proceeding for foreclosure, or in the event 
of the exercise of the power of sale under any permitted deed of trust (in the case of the 
Financing), the University shall attorn to the purchaser and recognize the Ground 
Lessor/purchaser as landlord under this Lease. 

19.3 Right to Estoppel Certificates.  Each party, within fifteen (15) days after 
notice from the other party, shall execute and deliver to the other party, in recordable form, a 
certificate stating that this Lease is unmodified and in full force and effect, or in full force and 
effect as modified and stating the modifications.  Failure to deliver the certificate within such 15-
day period shall be conclusive upon the party failing to deliver the certificate for the benefit of 
the party requesting the certificate and any successor to the party requesting the certificate, that 
this Lease is in full force and effect and has not been modified except as may be represented by 
the party requesting the certificate.  If requested by Ground Lessor, the University will also 
execute and deliver to the Ground Lessor a similar certificate within thirty (30) days after notice. 

20. PREPAYMENT; EARLY TERMINATION. 

20.1 Prepayment.  The University shall have the option to prepay all or a 
portion of the Base Rent described in Section 6.2.1.2 of this Lease (“Monthly Rent”) by 
prepaying or setting aside in a defeasance trust account as described in Section 10.02 of the 
Indenture principal components of Monthly Rent, in $5,000 increments for periods to be 
determined by the University (as represented by the principal portion of Monthly Rent due each 
year as set forth in EXHIBIT C), redemption premium, if any, and the interest thereon due and 
payable to the date set for redemption.  Notice of such intent to prepay shall be given to WBRP 
in writing not less than thirty (30) days in advance of the intended prepayment date.  By 
10:00 a.m. Pacific time on the date set for such prepayment, the University shall pay or cause to 
be paid from a defeasance trust account to WBRP in cash or same-day available funds, an 
amount equal to the principal portion of Monthly Rent to be prepaid, together with interest 
thereon to the later of [first call date] or the date of prepayment.  Upon such prepayment, the 
principal and interest components of Monthly Rent allocable to the defeased Bonds shall be 
deemed satisfied.

20.2 Termination in Compliance with Federal Tax Law Requirements.
Upon full payment and retirement or defeasance of all outstanding Bonds, WBRP or the then 
owner of the Premises will, as required under applicable federal tax law, (i) convey 
unencumbered fee simple title to the Improvements to the University by statutory warranty deed 
(but otherwise without recourse or warranty) and in their then-existing condition and (ii) assign 
its interest in the Ground Lease and Reciprocal Easements Agreement in accordance with 
Section 9.1.1 of the Ground Lease (which requires the University’s affirmative assumption of the 
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Ground Lease), whereupon this Lease shall terminate.  In the event WBRP defaults on its 
payments on the Bonds, the University has the exclusive option to purchase the Premises (i.e., 
WBRP’s leasehold interest, its interests under the Reciprocal Easements Agreement and the 
Improvements) financed with the Bonds and additions to the Premises for the amount of the 
outstanding Bonds and accrued interest to the date of default.  The University shall have (a) not 
less than 90 days from the date it is notified by WBRP of the default in which to exercise the 
option, and (b) not less than 90 days from the date it exercise the option to purchase WBRP’s 
interest in the Premises.  

21. INTENTIONALLY OMITTED.

22. THE UNIVERSITY’S COMPLIANCE WITH GROUND LEASE.

22.1 Assumption of Particular Obligations under Ground Lease.  Any 
subtenant of WBRP is required under the Ground Lease to assume certain obligations of WBRP 
with respect to the Premises, including but not limited to obligations relating to care and 
maintenance, insurance, condemnation, indemnification, lien protection, and other matters, and 
to avoid taking any actions that would violate the terms of the Ground Lease.  Consequently, 
although WBRP shall also remain obligated to perform such obligations under the Ground Lease, 
the University hereby specifically agrees that it shall also comply with the obligations of WBRP 
under  the following provisions of the Ground Lease, as such provisions relate to the Premises, 
and as qualified by Section 22.2 below.

Section Description 
1.3 Use of Premises 
2.4 Early Termination Right (by Ground Lessor) 
3.5 Obtaining Ground Lessor Approvals for Certain Alterations 
3.6 Compliance with Plans, Laws, and Permits 
3.7 Maintaining Property Free of Liens 
3.8 Progress Reports 
3.9 As-Built Drawings 

3.14 Surrender Upon Termination 
Article 5 Impositions and Operating Expenses (the University pays as 

Additional Rent Components) 
7.1 WBRP’s Obligation to Repair or Restore (the University pays 

as Additional Rent Components) 
Article 8 Repairs, Maintenance, and Alterations (the University pays as 

Additional Rent Components) 
9.2.1 Subleases by the University Under the Facilities Lease 

Article 15 Compliance with Reciprocal Easements and Maintenance 
Agreement 

Article 17 Signage
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22.2 Inconsistencies between Ground Lease Provisions and Lease.  Certain 
provisions of the Ground Lease have not been included in the list of applicable provisions above 
because they have effectively been “wrapped into” or overridden by the provisions contained in 
this Lease.  Nevertheless, in the event of any irreconcilable conflict between the provisions of 
this Lease and the provisions of the Ground Lease, the provisions of this Lease shall control. 

22.3 Overall Compliance with the Ground Lease and Reciprocal 
Easements Agreement.  In addition to specifically assuming the foregoing obligations under the 
Ground Lease, the University shall not take any action or omit to take any action that would 
constitute a violation or breach of the Ground Lease or the Reciprocal Easements Agreement, or 
cause WBRP to be in violation of the Ground Lease or Reciprocal Easements Agreement. 

23. SALES TAX DEFFERAL.

23.1 Application for Sales Tax Deferral.  Retail sales tax otherwise 
applicable to portions of construction of the Improvements and any other work requested by the 
University may be eligible for deferral pursuant to RCW 82.63 or otherwise (the “Sales Tax 
Deferral”) as a result of the intended use of the Premises by the University.  The University and 
WBRP shall cooperate to prepare and process applications with the Washington State 
Department of Revenue (or any other applicable governmental agency) for a deferral of state and 
local sales and use taxes with respect to the construction of the Improvements or any future 
construction for which a Sales Tax Deferral may be available.  The University and WBRP shall 
make application for a Sales Tax Deferral prior to receipt of the building permit for the 
Improvements.  To the extent WBRP realizes cost savings because of a Sales Tax Deferral, 
WBRP shall pass the economic benefit to the University in accordance with the applicable 
Financing Documents including, if applicable, a credit against Base Rent payments otherwise 
owing by the University. 

23.2 University’s Obligation for Deferred Tax.  If a Sales Tax Deferral is 
granted, and if, for any reason, any part of the retail sales tax so deferred is subsequently required 
to be repaid, the University shall promptly pay the same, together with any interest, penalties, or 
other charges that are or become due in connection therewith, and the University shall indemnify 
and hold WBRP harmless from any and all costs, expenses, losses, damages, liability and claims 
arising out of or related to any retail sales tax deferral for the Improvements and any other work 
requested by the University. 

23.3 Annual Survey.  The University shall on an annual basis report to WBRP 
the nature of the University’s use of the Premises and the extent to which such use does not 
qualify for a Sales Tax Deferral and complete the annual survey required by RCW 82.63.020.  
The University shall, after consultation with WBRP, be responsible for reporting any non-
qualifying use to the State of Washington Department of Revenue and paying any tax resulting 
from the non-qualifying use and shall deliver copies of the same to WBRP concurrently with its 
delivery of the same to the State of Washington Department of Revenue.  As between WBRP 
and the University, the University shall be solely responsible for paying for any tax resulting 
from any non-qualifying use. 
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23.4 Department of Revenue Audits.  WBRP will, but at no cost or expense 
to WBRP unless reimbursed by the University, reasonably cooperate with and assist the 
University in any challenges or audits to a Sales Tax Deferral benefit.  In any contest regarding a 
Sales Tax Deferral benefit, the University shall be the main contact with the Department of 
Revenue; provided, however, that the University shall promptly provide WBRP with copies of 
any correspondence between the University and the Department of Revenue and WBRP shall 
have the right to be present at any and all meetings or proceedings relating to any such contest.  
WBRP and the University shall promptly notify each other of any such challenges or audits that 
they become aware of and will promptly forward to one another any correspondence regarding 
any such challenge or audit.  The University shall have the right to contest or review any 
proceedings regarding a Sales Tax Deferral benefit, which may be instituted either during or 
after the Term of this Lease.  WBRP will on a timely basis execute all reasonably necessary 
instruments submitted by the University to WBRP for execution in connection with any such 
protest, appeal or other proceedings, provided, however, that the same are reasonably acceptable 
to WBRP.  If any proceeding may only be instituted and maintained by WBRP, then WBRP shall 
do so at the University’s cost upon the request of the University.  WBRP shall not settle any 
appeal or other proceeding with respect to such Sales Tax Deferral without obtaining the 
University’s prior written approval in each instance (not to be unreasonably withheld, 
conditioned or delayed).  WBRP shall not abandon any appeal without first offering to the 
University the right to prosecute such appeal at the University’s expense, which election the 
University shall make by written notice to WBRP within 15 days after notice by WBRP of its 
intent to so abandon its appeal.  The University shall be entitled to any resulting refund obtained 
by reason of any such proceeding or otherwise, whether obtained during or after the expiration of 
the Term and whether obtained by WBRP or the University.  The University shall indemnify and 
hold WBRP harmless from any and all costs, expenses, losses, damages, liability and claims 
arising out of or related to WBRP’s compliance with the provisions of this Section 23.4, 
including, without limitation, as result of the execution of any instruments provided to WBRP by 
the University for execution.  The University’s indemnity obligations hereunder, however, shall 
be limited to the extent of the University’s authority to provide such indemnification under 
applicable law. 

23.5 Survival.  The provisions of this Section 23 shall survive the expiration or 
termination of this Lease. 

24. MISCELLANEOUS.

24.1 Notices.  Any notice or document required or permitted to be delivered 
hereunder from one party to the other shall be in writing and shall be deemed given when 
personally delivered, delivered by facsimile with confirmation of receipt or delivered by private 
courier service or three (3) days after being deposited in the United States mail, in registered or 
certified form, return receipt requested, to the other party’s address or facsimile number as set 
forth in Section 1 or such other address or facsimile number as shall have been last designated by 
notice in writing from one party to the other.  The address to which any notice, demand or other 
writing may be given, made or sent to either party may be changed by written notice given by 
such party as above provided.
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24.2 Force Majeure.  WBRP and the University shall not be deemed in default 
with respect to the performance of any of the terms, conditions and covenants of this Lease if 
WBRP’s or the University’s failure to perform shall be due to any strike, lockout, war, sabotage, 
or Act of God or other cause beyond the reasonable control of WBRP or the University, 
providing such cause is not due to the willful act or neglect of WBRP or the University.  In the 
event either party is delayed or prevented from performing any of its respective obligations under 
this Lease due to force majeure, then the time period for performance of such obligations shall be 
extended for the period of such delay. 

24.3 No Brokerage Commission.  WBRP and the University have negotiated 
this Lease directly and neither party has been represented by a real estate agent in connection 
with this transaction.  WBRP and the University hereby represent and warrant to each other that 
neither party has knowledge of any leasing commission or other fee claimed or payable as a 
result of the lease of the Premises by WBRP to the University.  Each party agrees to indemnify, 
defend and hold the other harmless from claims for leasing commissions or other fees asserted 
by any third party, including reasonable attorneys’ fees and costs incurred by the other in 
defending against any such claims. 

24.4 Attorneys’ Fees.  In the event of litigation between WBRP and the 
University in connection with this Lease, reasonable attorneys’ fees, court costs and expenses of 
litigation or appeal incurred by the party prevailing in such litigation and appeal shall be paid by 
the non-prevailing party. 

24.5 Non-Discrimination.  WBRP and the University both certify that they 
will not discriminate in employment on the basis of race, color, religion, sex, national origin, 
veteran status or physical or mental disability in regard to any position for which the employee is 
qualified, in compliance with (a) Presidential Executive Order 11246, as amended, including the 
Equal Opportunity Clause contained therein; (b) Section 503 of the Rehabilitation Act of 1973, 
as amended, and the Vietnam Era Veterans Readjustment Act of 1974, as amended, and the 
Affirmative Action Clauses contained therein; and (c) the Americans with Disabilities Act of 
1990, as amended.  Each party agrees it will not maintain facilities which are segregated on the 
basis of race, color, religion or national origin in compliance with Presidential Executive 
Order 11246, as amended, and will comply with the Americans with Disabilities Act of 1990, as 
amended, regarding its programs, services, activities and employment practices.  

24.6 Prevailing Wage.  WBRP shall require its contractors to pay prevailing 
wages and conform with any applicable requirements of the prevailing wage statute and 
regulations thereunder. 

24.7 Lease Not a Debt.  The University’s obligation hereunder to make Rent 
payments under this Lease is payable solely from General Revenues of the University.  This 
Lease and the rental obligations hereunder shall not constitute an obligation of the State of 
Washington, moral or otherwise, for which the State of Washington is obligated to levy or 
pledge any form of taxation.  Neither this Lease nor the rental obligations hereunder constitute a 
pledge of the full faith and credit of the State of Washington within the meaning of the 
Constitution of the State of Washington or within the meaning of any statutory debt limitation or 
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restriction.  The University acknowledges that its failure to pay Rent under this Lease shall 
constitute an Event of Default under this Lease. 

24.8 Severability.  If any provision of this Lease shall be held to be invalid, 
illegal or unenforceable, the remaining provisions shall in no way be affected or impaired 
thereby.

24.9 Impartial Construction.  The language in all parts of this Lease shall be 
in all respects construed as a whole according to its fair meaning, and shall not be construed 
strictly for or against either party by reason of the authorship of any provision hereof. 

24.10 Entire Agreement.  The provisions of this Lease along with any exhibits 
and attachments hereto constitute the entire agreement between WBRP and the University 
regarding the lease of the Premises.  This Lease supersedes any prior or contemporaneous oral or 
other agreement between WBRP and the University regarding the subject matter of this Lease.  
Any amendment or modification of this Lease must be in writing and signed by both parties. 

24.11 Authority to Execute.  Each individual executing this Lease on behalf of 
WBRP or the University respectively, represents and warrants that he or she is duly authorized to 
execute and deliver this Lease on behalf of such entity, and that this Lease shall be binding upon 
said entity in accordance with its terms. 

24.12 Successors and Assigns.  All provisions hereof are to be construed as 
both covenants and conditions as though the words importing such covenants and conditions 
were used in each separate section hereof.  Subject to any provisions in this Lease restricting 
assignment or subletting by the parties in Section 14 hereof, this Lease shall be binding upon and 
inure to the benefit of the heirs, legal representatives, assigns, and successors of the respective 
parties.  This Lease shall not become binding upon the parties until it has been executed and 
acknowledged by both WBRP and the University. 

24.13 Amendments.  Any amendments to this Lease must be executed in 
writing by the parties hereto and consented to in writing by Ground Lessor (such consent to be 
subject to the standards set forth in Section 9.2 of the Ground Lease).  No amendment adversely 
affecting Ground Lessor’s rights shall be effective unless consented to in writing by Ground 
Lessor. 

24.14 Time of Essence.  Time is of the essence of this Lease. 

24.15 Captions.  The captions of the sections of this Lease are for convenience 
only and shall not be deemed to be relevant in resolving any question of interpretation or 
construction of any section of this Lease.  Exhibits attached hereto, and addenda and schedules 
initialed by the parties are deemed by attachment to constitute part of this Lease and are 
incorporated herein.  Whenever herein the singular number is used, the same shall include the 
plural, and the neuter gender shall include the feminine and masculine genders. 

24.16 Waivers.  No waiver of any right under this Lease shall be effective 
unless contained in a writing signed by a duly authorized officer or representative of the party 
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sought to be charged with the waiver and no waiver of any right arising from any breach or 
failure to perform shall be deemed to be a waiver of any future right or any other right arising 
under this Lease.  

24.17 Counterparts.  This Lease may be executed in counterparts and each 
counterpart shall constitute an original document and all such counterparts shall constitute but 
one and the same instrument. 

24.18 Governing Law.  This Lease shall be governed by the laws of the State of 
Washington.

[Remainder of Page Left Intentionally Blank — Signature Page Follows]
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LANDLORD:

 WBRP 3.2 

 By:_______________________________________ 
 John Finke 
 Vice President 

 Tax Identification No.: 27-3468946

TENANT: 

 BOARD OF REGENTS OF THE 
UNIVERSITY OF WASHINGTON 

Approved as to form:  

________________________________ By:_______________________________________ 
    Special Assistant Attorney General _____________________________ 

________________________
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TENANT ACKNOWLEDGMENT 

STATE OF WASHINGTON ) 
    ) ss. 
COUNTY OF KING  ) 

 I certify that I know or have satisfactory evidence that ___________ is the person who 
appeared before me and said person acknowledged that he signed this instrument, on oath stated 
that ___ was authorized to execute the instrument and acknowledged it as the 
________________ of THE UNIVERSITY OF WASHINGTON, as approved by THE BOARD 
OF REGENTS OF THE UNIVERSITY OF WASHINGTON, for the uses and purposes 
mentioned in the instrument. 

 Dated:      

Notary Public 
 [Seal or Stamp]           

[Printed Name] 
My appointment expires     

LANDLORD ACKNOWLEDGMENT 

STATE OF WASHINGTON ) 
    ) ss. 
COUNTY OF KING  ) 

 I certify that I know or have satisfactory evidence that John Finke is the person who 
appeared before me and said person acknowledged that he signed this instrument, on oath stated 
that he was authorized to execute the instrument and acknowledged it as the Vice President of 
WBRP 3.2, to be the free and voluntary act and deed of said party for the uses and purposes 
mentioned in the instrument. 

 Dated:      

Notary Public 
 [Seal or Stamp]           

[Printed Name] 
My appointment expires     
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EXHIBIT A 

Legal Description of Leased Property 

PARCEL C OF CITY OF SEATTLE LOT BOUNDARY ADJUSTMENT NO. 3011433, 
RECORDED UNDER RECORDING NO. 20101020900007. 
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EXHIBIT B 

Description of Improvements 
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EXHIBIT C 

Calculation of Base Rent 

WBRP 3.2 - UW Facilities Lease  Exhibit D 
ND: 20089.002 4820-6477-0085v8

EXHIBIT D 

Preliminary Project Development Budget 
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EXHIBIT E 

Work Letter/Communication and Cooperation between WBRP and the University 

 1. Terminology.  Any capitalized terms used but not defined herein shall have the 
meanings given to them in this Lease.  

 2. Development Management Agreement.  WBRP has entered into a Development 
Management Agreement with the Development Manager, under which Development Manager is 
committing to perform certain management services relating to the design, permitting, 
construction and construction management of the Improvements and any other improvements.  
The University concurs in the selection of City Investors LLC as Development Manager and 
hereby acknowledges its concurrence of all of the terms and conditions of such Development 
Management Agreement.   

 3. WBRP’s Construction Consultant Agreement.  Following execution of this Lease, 
WBRP is also entering into a Construction Consultant Agreement, under which WBRP’s 
Construction Consultant is committing to perform certain advisory services in connection with 
review of plans and specifications, administration of the Development Management Agreement 
and the General Construction Contract, and submissions and approvals of monthly disbursements 
under the Bond Financing.  The University shall have the right to concur in the selection of 
WBRP’s Construction Consultant and the terms and conditions of WBRP’s Construction 
Consultant Agreement.   

 4. Architect’s Agreement and Other Consulting Agreements.  WBRP has entered 
into an agreement for architectural services with Perkins & Will, Inc., as well as several other 
contracts for the services of other consultants with respect to the Project, including surveyors, 
insurance brokers, and soils engineers.  Development Manager shall take undertake lead 
responsibility for negotiating such contracts, and WBRP shall provide a copy of each such 
proposed contract to the University at least 5 business days prior to execution (and earlier, if 
possible) so that the University will have a reasonable opportunity to review,  comment upon and 
concur in the execution by WBRP of such contract.  If the University has not notified WBRP in 
writing of its comments to such proposed contract within 5 business days after having received it 
for review and concurrence (or by such later deadline as WBRP may have specified upon 
delivering the proposed contract), the University shall be deemed to have concurred. 

 5. General Construction Contract.  WBRP expects to enter into a General 
Construction Contract with Sellen Construction Co., Inc., as approved by the University and the 
Development Manager.  Such General Construction Contract shall be on a cost plus a fee basis 
with a guaranteed maximum price.  Development Manager shall undertake lead responsibility for 
negotiating the General Construction Contract, and WBRP shall provide copies of such proposed 
General Construction Contract to the University at least 5 business days prior to execution (and 
earlier, if possible) so that the University will have a reasonable opportunity to review, comment 
and concur in the execution by WBRP of such General Construction Contract.  If the University 
has not notified WBRP in writing of its comments to such proposed contract within 5 business 
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days after having received it for review and concurrence (or by such later deadline as WBRP 
may have specified upon delivering the proposed contract), the University shall be deemed to 
have concurred. 

 6. Schedule for Design and Construction.  The Project Development Schedule 
attached hereto as Exhibit E-1, as revised from time to time in accordance with the terms of the 
Development Management Agreement, identifies target dates for achieving the matters set forth 
therein.  In order to ensure to the greatest extent practicable that the Project is designed, 
permitted and completed on or before the dates set forth in the Project Schedule, WBRP and the 
University shall each proceed with all necessary due diligence and in good faith to complete such 
matters as require action or approval on the part of WBRP and the University. 

 7. Decisions Relating to Space Programming, Specifications, Improvements.   

  7.1 Solicitation of Input from the University.   WBRP shall promptly solicit 
the University’s views and opinions on all requirements, specifications, designations, or 
decisions or that must be made or submitted relating to the laboratories, offices and other spaces, 
including space programming, windows and doors, surfaces and textures, electrical, plumbing, 
and mechanical fixtures and installations, data communications, fixtures and furnishings, and all 
other Tenant Improvements to be installed for the benefit of the University (collectively, the 
“UW Requirements”).  For all purposes under this Exhibit E, the University designates Jill 
Morelli as its representative.  WBRP shall also solicit the University’s views and opinions before 
undertaking any substantial modification of the Development Management Agreement, General 
Construction Contract, Architect’s Agreement, or other agreement, including but not limited to 
modifications that commit substantial portions of the construction contingency line item of the 
Project Development Budget or that materially increase the guaranteed maximum price under the 
General Construction Contract.

  7.2 The University’s Qualified Right to Dictate Design Decisions.  Following 
consultation with the University, WBRP shall accept direction from the University as to all 
requirements, specifications, designations, or decisions relating to the Improvements, shall 
promptly communicate (if not already communicated by the University) all such UW 
Requirements directly to Development Manager, Architect, General Contractor, or other 
appropriate party, and shall adopt such UW Requirements in all contracts, exhibits, budgets, 
plans, specifications, change orders, or other legally effective documents relating to design, 
construction, or financing of the Project so long as WBRP determines, in its reasonable 
discretion and based on the advice of the WBRP’s Construction Consultant, Development 
Manager, General Contractor, the lenders under the Financings, the underwriter of the Bonds, 
bond counsel, and any other construction or finance professionals with whom WBRP may elect 
to consult, that all of the following are satisfied:   

   7.2.1 The UW Requirements are constructible and consistent with all 
applicable building codes, the MUP, and the building permits granted for the Improvements (or 
if not, Development Manager is seeking amendments to the MUP or building permits so as to 
achieve consistency with the UW Requirements);  
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   7.2.2 The Improvements can be constructed in accordance with all UW 
Requirements at a cost that does not exceed the amounts allowed in the appropriate line items of 
the Project Development Budget and General Construction Contract currently in effect 
(including use of an appropriate portion of contingency), as such budget and contracts may have 
been amended from time to time, (or if not, Development Manager and WBRP are, with UW’s 
approval, seeking amendments to the Project Budget and change orders to the General 
Construction Contract to provide the necessary additional construction funds or have approved 
commitment of previously unutilized contingency funds therefor and there remains a sufficient 
remaining amount of unutilized contingency to cover other unbudgeted costs reasonably 
anticipated to arise over the remaining construction period);  

   7.2.3 The amount of Project Funds committed and available to WBRP is 
sufficient to cover the cost of constructing the Improvements in accordance with the UW 
Requirements, including any increases in the Project Development Budget and in the guaranteed 
maximum price under the General Construction Contract that are being proposed; and 

   7.2.4 There is no element of the UW Requirements that will cause an 
event of default to exist or occur under the Ground Lease or any Financing that has been 
committed or is then in place, or that unreasonably jeopardize the prospects for WBRP to obtain 
tax exempt Bond Financing in a sufficient amount to cover the costs of complying with the UW 
Requirements, or that will jeopardize the tax-exempt character of such Bonds.

  7.3 Decision Deadlines; Additional Costs for Missed Deadlines.  To the extent 
that any deadline is imposed upon WBRP to respond to the Development Manager, General 
Contractor, Architect, or any other design or construction professional with respect to any 
requirements, specifications, designations, or other decisions required under the terms of the 
Development Management Agreement, the General Construction Contract, or other applicable 
agreement or exhibit attached thereto, the University agrees that it will respond to WBRP, with 
copies to Development Manager, General Contractor, or Architect, as appropriate, on or before 
such deadline.  If failure to meet such deadline will constitute a material event of default under 
such agreement, WBRP shall have the right, but not the obligation, to exercise its best discretion 
to respond to the appropriate party prior to the deadline, notwithstanding the University’s failure 
to timely communicate the UW Requirements relating to such designation or decision.  The 
University further agrees that if any additional costs, penalties, default interest, late charges, or 
other economic consequences are imposed upon WBRP for missing such deadline, then if the 
University fails to meet such deadline and as a result of the University’s failure, WBRP misses 
such deadline and suffers such cost or other economic consequence, the University shall be 
obligated to pay, reimburse, or indemnify WBRP from and against all such additional cost 
resulting from such missed deadline as provided in Section 6.2.2.  Conversely, if economic 
consequences are imposed for failing to meet a deadline and (i) such failure results from 
WBRP’s inaction, then the amount of economic consequences may be set off against the Base 
Rent Component payable under Section 6.2.1.3 of the Lease until satisfied, or (ii) such failure 
results from inaction by any third party engaged by WBRP, then the University may pursue its 
rights under Section 11 of the Lease. 

WBRP 3.2 - UW Facilities Lease  page iv  
ND: 20089.002 4820-6477-0085v8

 8. Communication among WBRP, the University, Development Manager, and 
WBRP’s Construction Consultant.   

  8.1 Notices from Development Manager to WBRP.  To ensure that the 
University is fully apprised of decisions required of WBRP pursuant to the Development 
Management Agreement and to give the University an opportunity to advise and direct WBRP as 
to such decisions, various sections of the Development Management Agreement require 
Development Manager to provide to the University, to WBRP’s Construction Consultant, and to 
certain other parties a copy of all notices, plans and specifications, change orders, invoices, 
documents, requests for decisions, or other agreements or submissions required to be delivered 
or delivered by Development Manager to WBRP, with such copies delivered to the University 
and WBRP’s Construction Consultant simultaneously with delivery to WBRP.  In addition, the 
University and WBRP’s Construction Consultant, among others have the right, but not the 
obligation, to attend all weekly construction meetings, and to participate in all decisions to 
protect the University’s interest under this Lease.  WBRP shall make a diligent effort to assure 
that Development Manager provides all such notices and submissions to the University and 
WBRP’s Construction Consultant concurrently with delivery thereof to WBRP. 

  8.2 Submissions by WBRP or WBRP’s Construction Consultant to 
Development Manager.  To ensure full communication with the University, WBRP shall provide 
to the University, and shall require WBRP’s Construction Consultant to provide to the 
University, a copy of all notices, plans, specifications, designations, approvals, disapprovals, 
decisions, responses, change orders, responses, and or other agreements or submissions required 
to be delivered by WBRP to Development Manager, with such copies delivered to the University 
simultaneously with delivery to Development Manager.   

  8.3. Notices by the University to WBRP.  Based on the foregoing provisions 
giving the University the qualified right to direct decisions about the Improvements, and to 
improve the efficiency of communications about UW Requirements relating thereto, the 
University shall have the right (but not the obligation) to provide to Development Manager and 
WBRP’s Construction Consultant a copy of all notices, plans, specifications, designations, 
approvals, disapprovals, decisions, responses, change orders, responses, and or other agreements 
or submissions required to be delivered or delivered by the University to WBRP under this Lease 
or this Exhibit, with such copies delivered to Development Manager and WBRP’s Construction 
Consultant simultaneously with delivery to WBRP.  Such notices and communications shall be 
sent to the Development Manager at the address shown in the Development Management 
Agreement by the same means specified in Section 22 of the Development Management 
Agreement (i.e., messenger, overnight courier, mail or facsimile).   

 9. Cooperation in Financing and Draws.  The University shall cooperate with WBRP 
in closing the Bond Financing, and in administering all construction disbursements thereunder.  
The University shall execute such estoppel certificates and other documents as may reasonably 
be requested of it by the Bond Trustee or other party. 

 10. Dispute Resolution Process.  To the extent that any dispute between WBRP and 
the University under this Exhibit E is subject to alternative dispute resolution under the Ground 
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Lease, WBRP and the University agree to submit to alternative dispute resolution as provided in 
the Ground Lease.

 WBRP Initials: ________   The University’s Initials:  ________ 
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WBRP under this Leue for the thil1y-six {36} month period fol1owina. early termination of this 
Lease. The Sec.ion 2.4.1 Early Termina.ion Fee shall be due on the la.er of (a) twenly (20) da)'3 
followi"llthe termination of thi.\ Leue, or (b) ten (l0) days following WBRP's receipt of an 
invoice from Lessor of Ihe amount due, together wilh Lesso,'s ca!cu lMion .hereof. [f WBRP 
dispu.o:s in good faith the amounl due as specified by Lessor, WBRP shall pay the amOunl 
WBRP determines in good faith is due and the disputed amo""t shall be resolved in the rn.anne. 
set fOM in Section 20 below. 

For pwposes of clarificalion of Seetion 2.4.1 Early Terminat;on Fee shall nOI be 
dIU: if Ihis Lease terminales due to a termination of the Phase 3.1 Ground Lease under 
Section 3.10.4 of the Phase 3.1 Ground Lease. 

2.4. 2 F.Uur~ 10 ~clop New IPlpF1lvuntnl5. If WBRP has no! oblained 
permi{3, arranged Hnanc:;ng and commenced construction of New Improvements consistent with 
I~ Phase 111 Propeny Maskr Plan Repon prepared by Perkins+Wili daled Mareb 27, 2009 (the 
~Mas.er Plan'') on the Properly by Dttember 31, 2017, Lessor shall bave the rigbl 10 terminate 
Ihis Lease. However, before LcsSOl may lerminate this Lca~, Lesso. must pro~ide nolicc of its 
intent.o exercise Ihis lerminalion righ. to WBRP and the Univmity (the "First Notice of Intenl 
to Terminate·'), whith Lessor may issue al any time aller De<:ember 3 [. 2017 if WBRP has nOI 
obtained permits, arrunged fin8n<:ing and commenced construction of such New Impro~emen{3 
as of the dille of the: issuance of the Notice of [n.eot to Terminate. 

The FilSl Notice of Iment to Terminate shall also specify whether it applies only 
10 Ihislcase and the I'ro]>crIJI, or wbether it also applies to the Phase l.3lease and the Ph.asc= 3.3 
P"'peny. 

WBRP shall have a period OrlMe (3) months frornlhe date of the First Notice of 
Imantto Terminate (the "First Cun: Period'110 avoid .ermioat;on ofthi ' lease by obtaining firm 
approval by the Board of Regents of the Univel3ity (in the form of a binding resolution or other 
[omoal aClion) approving the development Juch New Improvements on Ihe Property tor lease '0 
the University under a Phase 3.2 Fl>I:ililie, Le.s¢ and .uthonling WBRP to commence the 
permillinll and desiSO of such New Improvements. 

If I'" Board of Regents of the University does nOI provide finn approval for the 
developmenl of such New Improvements on the Property for lease to the Univeuily prior to 
expirati on oflhe Fil3t Cure Period, Ihen upon expira.ion of.be First CIlK !'eriod, this lease will 
expire with the same force ond .ffect as if the expiration of the First Cure Period was .he 
expiration of the term of this Lease. 

If the Board of RegenlS of !he Univeroi.y provides fimo approval for the 
development of such New Improvements On the Property for lease to the Univmity but WBRP 
has no. obt~incd permits, """"ged financing Bod commenced construction of Neh New 
Improvemenl5 wilhin twelve (12) months of the expiration oflhe FirS! Cwe Period. Lessor ,hall 
have a second righllO 'erminale the tease under this Sect;on 2.4.2. Ho~ver, before Lessor may 
lermina •• this Lease PIlr!rUMtto thi, second .ermination righ.,lessor musl provide norice of ilS 
intenllO exereise this second termination righl to WBRP and the University (Ihe '"Second Notice 
of Inlent to Terminate;, Which leSSOl may iss"", at any time after the expiralion of the 12·mon!h 

-5-
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period if WBRP has no. obI.ained permi.s. arranged financing and commen~ conslnx.1ion of 
such New Improvements as of the date of the issuance of Ihe Second Notice of tMenl '0 
Terminale. 

WBRP shall have a period cfthm: (3) months from lhe: da'e of the Second No.ice 
of Inten •• 0 Termina.e (the "Second Cure Period") to avoid lermination of .his Lease by 
ob.aining pennitS, ..".,."ging fInancing and commencing CODSrruction of the New Improvements. 
If WBRP obtains permits, arranges filUlJlCing and commeoces construction of New 
Improvements prior to expiration of the Sc:ond CIlK Period, this luse shall remain in full force 
and effect and the temoinalion rights of Le5Stlr Wlderthis Section 2.4.2 shalJ terminate. [fWBRP 
does not oblain pcnniu, atTange financinl ond commence construction of New Improvements 
prior 10 expiration of the S«ond Cure Period, then upon expiralion of the Second Cure Period, 
this Luse will terminate with the same force and effect as if the expira.ion of the Second CIlK 
Period was the expiration of the term of this Lease. 

If this Lease lerminato:s un:!er this S"c.ion2.4.2 upon expira.ion of lhe Second 
Cure Period, WaRP shall pay to l..elsor 11$ an early terminalion fcc (the "Section 2.4.2 Early 
Terminalion Fee") an amount equal to th~ Rent and olhcr Imposition~ that would be dur: and 
payable by WBRP under Ihis lease for the twenty·four (24) month period following .ermination 
"fthis Lease. The Section 2.4.2 Early Tenninalion Fec sball be: due on the laler of (a) thiny (30) 
days following the termination of this LeBie, (b) twenty (20) dJys following WBRP's r«eipl of 
an invoice from Lessor of the amounl due, together "ith Lessor' s tIIleulation thereof. If WBRP 
di5PU1e.! in good faith the amQunt due 113 specified by Lessor, WBRP shall pay the amount 
Wf!,RP deu'rmines in good faith i. d"" and t'" di<pllted amount shall b.; .e""lve<! in 1M rn.anner 
K' f<lflh in Section 20 below. 

[n addition, if this LeO$( temoinates pursuan. to the provisions of this 
SeC1ion 2.4 .2 at a time when a master usc pl'rmil has no. been issued for New bnprovements 
eonsislent with the Master Plan (regardle$! of whether such termination "-"'IS upon expiralion of 
the First Cure Period or the Second Cure Period), and if ,uch mas.er use permil is nol iuued 
within ninety (90) day, following sueh lease lerminalion, WBRP shall pay to Lessor as a 
supplemenlal urly terminalion fcc (the ~Suppltmental Blrly Termination F«.'1 on amount equal 
\0 $1,000,000. The Supplemental Early Tcmoinalion Fee, if due, shall be paid by W8RP '0 
Lessor within One hundrcd ([00) da)':! Oflle termination oflhis Lease under this Section 2.4.2. 

2.4.3 Ma tle r. Rebling to Early Torminotion . Upon termination of this lease 
under this Seclion 2.4 or Wl<.lcr Section 2.3 below, Les.see shall sueteed.o all of WBRP', inlereSt 
in all work ploducl, penni.s, entitlemew "and designs associated with the development or 
poten.ial development of New Improvements On the Propel1y (al no cost to Lessor). olher than 
customary fees and charges of third pOVlie5, if ony. In addilion, ond consistent with the 
provisions of Section 3.1 1 of this Lease, lessor shall also become the owner of all improvements 
on the Propel1y, including lha. ponion Qf the Shared Underground Facililies located 011 the 
Propel1y . 

S •• ' ioll 2.S Early T erminltloll by WBRP. At any lim • • fu: •• he la.er of .he 
Dettmber 31. 2015 or the isslWlCC of the forst temporary cenificale of occuponty permitting the 
Uni~crsity or any of irs subtenants .0 oc<upy any porlion of the P~ 3.1 Project following 
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conslrUction of boll! Ihc Phase U Projed and Ihc Shared UrMkreround Facilities, and provMloed 
WBRP has no! ~ Ihc con$tfUCtiod of .. y New Impl'lM'mt"nlll on Ihc Property, waRP 
shall ha"" the right 10 tcrminale llIi, Lusc. Termination 5hal1 be cffcc:,ed by I lCmliPaliDII noIice 
(!he '"Tmninatioll Notice') from WaRP 10 Lcuor. The Terminalion Nome IhaII specify the dale 
upon which WBRP', tcrmina1ion of this Lease will be effc«ive (the~ Terminalion Ollie""). On !be 
Termination ~(e, this Luse win termi ... te with !be IIOIne folU and effect 15 if the Termi ... tion 
Datc was the npirltion of the ICmI o(~ Lease. 

If this Leasc tcrmi ... tes pIIrsuant 10 !be provisions of this S«tion 2.S &I • time 
when . Ir\3SlC1" usc permit has nol hem issued for New lmprovcmt"nts consislenl with Ihc Master 
Plan, and if S\lCh IMSlcr UK pc:nni t iJ not issued. within niM'y (90) days following IJUCh Lease 
lermination, WaRP shall JIIIY 10 Lu,or I Jllmnder fcc {the ~Surrcnder Fee"} in an lImOunlof 
$1,000,000. The Sum:nder Fee, if due, shall be pllid by WBRP 10 Lessor within 0 ... hundred 
(lOO) days of lhe Termination ~,e. 

ARTICLEl. 

CONSTRUCTION 

Secliod l.1 Approva l of Pll n •. Lessor lIld WBRP a<:lmowledg. that the Property i, 
nol currently in a condition fIIitable fOf WBRP', intended usc, lIld thlt WBRP may desire in the 
future 10 construct New Improvements (defined below) for lease 10 the University under a 
Phase 3.2 Facili ties Lusc for biomedital reKarch, clinieal treatmenl and related uses. WBRP 
may.t.., desire 10 make L'urther renovations in !be f\!Cure. Lessor comcnts 10 the de~lopmmt and 
coll5lfUoC;1ion of _h New ImprOVt1"nenlll Ind otltcr "nun: renovation and/or reconstruction subject 
10 the provisions of this Article J. 

Any .tItration, modlflCllion, rclIIbiliwion, renovation or reeomuuo;tlon of the Propeny, 
(i) tIM: cost of which is expected 10 exceed $4,000,000, or (ii) which "ill malerially alter the 
exteriOf 1Ippw1lI1o;t or the IU\lCn.u.I 01" stism~ Itn:nath or load l>earina; capacity of the N ..... 
I.rnprovemcn1S, or (iii) result (sill(Ularly, or in combi ... tion with .. y prior alteWiont or 
renovations) in I reduction of 5,000 01" more rid mtllb1e JqIlatC feel of the Propeny io referred 10 
herein II a MMa;or ImprovemmlM

• Prior 10 comll"lC1lCerncnt of any Major hnproVCInentS., Lessor 
shall have the right 10 review and approve WBRP's plans and specifications for the Major 
Improvemmts (the "Plans"). No M¥W Improvement wI! be const/\I(led Of! the Propmy untn5 
the PIII\S therefor have bccrc revie ..... ed and approved by LciQlOf ~ provided h=in. The Plans fO< 
any Major Improvo:rncnl shall be prepared by I litenKd archit«:t Klo:o;ted by WBRP and 
reasonably approved by Lessor. WBRP ,hall I\Ot replace the An:hi1cc:1 for any Mljor 
Improvement willlout ~ssor'l prior wrinen ~onsmt. Foll<>win& Lessor's approval oftJw: Plans 
for any Major Improvemenl, lily lu~uenl mala"ia1 modification, rephll:cmer11, alteration, or 
addition themo .... all also require Lessor·s appro"". 

With re,pect to any altention, .. habilitMion, rel\Ovllio ... Or rwonSUU<:tion of all or any 
portion of tilt Property, the cost of whicb i. expected to exceed SSO,OOO, but wbich doel DOt 
oo .... titute a Major Improvement and thUI fOf which Lessor', approval of the Plans is not 
req uired, WBRP shall neverthcless live wrinen notice 10 Lessor in advance of tht 
commencemont of such altonuion, rchabilillJion, renovation or terorulrucl;on (which wriuen 

·7. 
"."" .. 

notice shall dexribcd with ~Ie specificity Ihe wort 10 be undenaltu Ind the """,,its and 
approval, required for slM:h .... '01"1<). The pnlvisioM oflllis Articlc 1 (0Iher!han those provisions 
IIOlely applicable to Major lmprovemems) shall apply 10 suc:1I wort, n(l(wilh$landing thM 
LeUOf'llpprovaJ ofsuc:h WOfIt is IlOl n:quired hereunder. 

SHtion 3.2 bidfnA of hlldiuC. Prior 10 tOnUT>C:llI:ement of any MajOf 
Improvement, WBRP shall provide Leuor with evidence satisflol;lOT}' 10 LesIIOr W, an t'undina 
_ssary for the construelion of the Major Improvement Iw bffiI Jcc:urcd or committed. 

Sotlion 3J C antraelor; B"lId.,', Risk I .JY",n~t. WBRP $hall conllaC:l willi 1Il 
cxperienced, qualified archit"1 iArchitecl") lIld geMral conUlCtOf ("ConlrlCtOr"), both 10 be 
Ipproved by LelSOr, for lily Major Improvement. Once Ipproved, WBRP shall nol rep!lCc the 
Arehilect Or ContnlClor without LeSSQr's prior written consent WaRP or the ConUlCtOf shall 
obtain and main13;n in foree al all lime. during which construc:tion is in proartSS on the Property 
builder'S ri'k ;ns1,lfltllC;c II required und •• S«:lion 6.2 .4. 

SeClion 3.4 Permilo. All master UK permitS, buildinH pc:nnits and othC1" permits, 
lic.rues, perlllini~, "oMents, and approvals required 10 be obltlin~d from &ovemm.nw 
agcndes or third parties in conncc:tiOQ with lily constn>C:tion shall be acquired by and &I the IIOIe 
«IJt and expense of WBRP. Lessor agrees to coopcnot. reuooably with WBRP as mjuired 10 
apply for and obltlin all ""II pc:rmits and approvals, provided Lessor incun /10 lignifitarlt cost Of 
expenK in cOMcc:lion therewith. 

SKIJu l.S App rovals, ConKnts]. Gutra l. 

l.S.1 Proctdun: for R"i~ ud Approval. All plans fOf Major 
Impmvemcnts SIIbmined 10 Lessor for approval shall be reviewul by Lasor tII1d approved Or 
d;sappro""1l in I ..... rineD notite to WBRP within fille.., (IS) business days .lIer ",bminal, and 
.:>one> if possible (pIovided that if the Major Impro¥cmenll ;"volve ehan&a in SU\lCfIIr"Il Or 
seismit clements of the Property, major c~ 10 HVAC, life .. rety or limil ... mator buildin, 
$}'Stems. the I S·bus.inw day period for pI .. review shall be exlmOOl 10 twenly (20) business 
da,..). Any S111nequmt changes or .. visions to ..... h plans, all designations orproft5Sionals and 
conlractina pIlIies (arcbitcc:ts, &eneraJ COII11l1C1On, etc.), and any 0Iher sllbmissions that do not 
i ... valve nc:wly·",bmined Plans shall be revie ..... aI by Leasor and approwd Of disapproved in I 

written notiu 10 WaRP .... ilhin ten (10) busiDCSS dl)'l .ncr SUbmittal, and soonel if possible. 
WBRP $hall, upon m:dpt of Lessor's rea5OI"IIble objections, modifY the Plans or other 
dcsi,nationa, taking into account Lessor's objections, and resubmit rucb reviled Plans 01" 
desiif1ll;om fOf approval by Lei<SOr in accordance with llIis Section l .S. Such process of 
IIIbmital, .. view and comment by Lessor, and re:subminal by WBRP shall continue unlil sucb 
time II the PllII5 or designations $Ubmitted by WBRP have bccrc approved by t e_r, or an: 
d«med approved as provided herein. Failure to approve or disapprove within the time limill Ht 
fonl! he .. in shall be deemed approval. . 

3.5.1 Stand ard , for GnntinR Approval. ~ssor .pees WI all approvall or 
tOnsenlll by Lessor UJld<.:r thi. Anitle3: (i) shall, II provided in Scction21.14, 001 be 
un~a$(lnably withheld ar del ayed; (ii) shall be decmed gi ven if nOI denied in a wrillen nolioe 
delivered 10 WBRf' within the lime ~pccified for response herein; and (Iii) ir $Ueh approval ar 
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c;onSenl is denied Or conditioned, such denial or conditional IppfOval or CO,*"I must be ill 
wr,unll Pod ml.l3t spec,fy WIth pwuc.tal'ity II>e millers 10 which Le$SOr objccu. lessor turtber 
~ that it shall no! IIJ1fI:UOnably withhold apptoval of plans and speciflClllom (or lWIy Majo< 
Improvements whm: (l) \bey DIrer I wUlheNiKhI shell with I Deal and .tlnocli"e UIe";'" 

oppelrlWlCt that is com~ent with \be PI&llS Ipproved by ~r for the New lmprovemtnlJ, 
(ii) they comply with all -wliQble IQIm.l. IIIIC. IIId loc:aI Ilws., relJUl.tion5, II1I<I ordirw>e=. 
ineludinlllWliablc lNildinll eodesilld ~ilmic fajuiremcnu, and (iii) the structural compoMllts 
of such proposed Major Improvenn::nll In dc$i,ncd to meet floor loads and other ~unoI 
<;rileri. tIw would reasonably be arnH:ipaltd \() be .suffICienl for II"IGSI. uscn of biotedllib space 
under a bio sa(ely level II 0< Icvel11l classificalion (aIId, for lWIy Mljor Improvemrnts 
ulldertakcn ,fler comple1ion of the initial New Improvements. they do not decrease: !he SlnIClUral 
or seismic slmIgth 01 load bcarinS capaeity inilially ,pproved by Lomor for such inilially 
approved New Improvements). Lessor 181""' that ilshall not unreasonably withhold approval of 
the sci"tion of an atdIit«l or ronltJoCUlr 10 100/1 as such plofcssiona! is I repulabk licensed and 
W(!lI-qualifitd professional fum with substantial exp«iencc in designing improvements simililt 
to the New Improvements contemplated hereunder. and in Ihe case nf the conlnlClor. il bonded 
B.'I reqUiTed under applicable$lllte law. 

J . .5..l Rrprffellr. l lv,", ror R .... pond Lng and G n nlinll Approva L. Each party 
shin designate 01"11: or mOre individuals to live consents and opplova!s on behalf of slICh pany 
hereunder (which desia;nation may be changed from lime to time by slICh pany upon wrincn 
notice issued to the ot~ pany). The consent or approval of such designate<! individual shall be: 
binding upon sl.ICh pany and aiL maNi~rJ. members. pMUICn, or other agents ohlKh pany. The 
initial desiiJ>Ce of Lcuor fQl luoh pw))OIC. i, Ada Hc:aJcy. The initial designee o f WBRP is 
John Finke. HOW(!\1:r. WBRP r«erVU !he riaJrt 10 enter into a Tenanl's Consul'-<lt Apeemenl 
wilh a consulWll selected by Tenant and ,easonably """o\lCd by Lessor ("Tenant's 
Consultant"), I copy of whidt shall be provided 10 Lessor • .00 WBRP rnly vam limited 
IIUIhority to Tenant's C01!SUltantlo lIIlke "ruin field ~iMns, SIIbnUn:aJs, or approvals duril\i 
the period dllri ... which the Ne .. Impmvcrncllts or oth~ Maj.or lmJnlvements are bein, 

-"'. 
SecTion J.6 Cn .. pllan« .. lth Pllns, /...aw, and Pt nnits. All ronstno;rion dWl be 

undcnalcm and COIlIple1ed ill con\pli~ wilb!he IppfOved J>1111l, all laws, o:odes, regulatiON and 
ordil\alll:CS and all appIitablc pennilJ IIId entitl,ments. Lessor shIIII have the righllO inspecl such 
work \0 ronf,nn such complianct (provided such inspection shall be for Leuor's IIJe only. and 
shall nOI collSlil\lle any "I'proval of 01" ISfUrIWI« f",m Lc:sIOr with respect to such compli:u>c:e). 

Stc lloD 3.7 /...ie .... WBRP shall k«p the I'roperty free from any liell! arising OUI of 
work pW"orrnM. malmals t\unishtd to 01" oblialtions m.utml by WBRP. Any mechanie's 01 
materillmcn'slicns /lltd ... insl the Propcny for work claimed to t....e ,,"n d""" for or materials 
claimed \0 have bc:cn fumilhed 10 WBRP. shall be dischar,ed by WBRP. by bond Or otherwise. 
within siKty (60) days after the fil;ns of SIKh lien, al the sole COil and expens-= ofW8RP. ShoQld 
WBRP fail to diseharlle any lien of the nalure described in this Section 3.7. Lessor may. al 
L.cw>r"s ei"tion. ply.weh t1aim or post I bond o. olherwise provide security 10 elimi""t. the lien 
as a claim l&8il\$t title and the cost thereof shal l be: immediately due from WORP B.'I a 
reimbursable ilcm IInder this Lease. 

.< 
"..." .. 

SeetLn J.I Procre:u RfPOrts. SlIbjo;t 10 the qlllliflCltion in Sel;tion 3.10.3, ftom 
and alkr the commencemenl of c;onstru<;tion of any Major ImprovemenlS and throuth the 
rompjelion date tho:reof. WBRP sball provide \() Lessor rnoNbly ~1S rcporu ronlistinll of. al 
I minimwn: (a) the then =elll COIlStnlClion sc.htdule pI"tJ"IISed by the Con~tor (intludiOJ the 
~xPCCted romple1ion dale); (b). sumrrwy «all change onkrs appmval by WBRP subscqueollO 
tho: pre«dioll mOllthly JIf"Oi'CSS report; and (c) notiec of any laborer'. 01 .... 1Cri.lrncn·llicns filed 
tpinst tho Property. 

Std\OIl J .'I AJ-Buill Drnrinp . Withill thm: (l) months followinll the Ulmplclion 
datt for con:lln>ction of any mod.ification or allefalion of !he J>ropeny exceedin •• tost of 
S250,OOO and for which ~hil«tural or enlinecrina; plaru b.ve bel::n p11:pu«l, ineludinll but nol 
limited to any Major Impro>1:menl, WBRP ~II delivCJ to Lessor IWO (2) copin of romple1e IS
buill dntwinp. and inc:h.,.ding a digitalle.cctronit copy of luch IS-built dnwinp. lA:ssor 
aeknowltds" thaI if Cily Investors hB.'l supervised tonwuction of the Ncw Improvements 
purl~lI\l 10 th. Development Agreement Itrough tho: romplction of IlKh New Improvements or 
supervised eons\n!clion of any subsequenl lItCl"llliollll or reno~.t;ons under a limllar coner.tt for 
developmenl services. Ihen Cily Investors lhall perform this obliption on behalf of the WBRP 
(bul al WBRP·J CO$I IS prov ided in the Phase 3.2 Development Agr«mcnl (IS defined in 
S«lion ). )0.4) or similar contracl). 

5«llon J .IO Ne ... l mpro>1:mcnlS. lA:nor and WBRP .elmow\edlle that It the 
Inception of tbit Leue. WBRP anticipates al 50JIIC time in !he futl,ll1: to Wldert&ke .. Major 
Improvemellt 10 build a new bulldif1l!, and oIhet improvements coNistenl with the Mast~ Plan \0 

penn;t the PrIIp<"ny ", be ,...,.,j for bl<>-merlicAl .......... "'h. elini",,1 t_"nent. odmlni._i"" nm~ 
and relawd purposes (collectively, the "New Improvements"). With resp«t 10 the de\1:lopmcnt of 
lIICh New Improvements, Lessor and WBRP 'Wee: as folloW! : 

3.10.1 Phase 3.2 f acililia Lnsi. Priorto the ~crncnI ofconsuuctionof 
any New IlIIprovemertts on the Property. WBRP shall ha\1: tntered into .. Phase: 3.2 fxilitietl 
lA:uc with the Universily. The I'hasc 1.2 Facilities Lease sb,1I be in Conn and tonlent 
satisfKtofy 10 l..csIor. and $hall provide fer payment from the Unj.·eni!y 10 WBRP sutrlCicrnlO 
IIlisI'y all ofWBRP'1 obligatio", wxler!tis Lease and all obliaatioD:l of WBRP with respect \0 

any fillll'oCing obt.aincd to construcl such New Impro\1:TnC1lts. I.euor shall IlOl III"ImISOfIably 
wilhhold its approval of a Phase 3.2 F .. ilities Lease sub$tanlially in the WIlt form IS the 
FlCilitiu I..eI$C for the Phase 3.1 Project The Phue 3.2 FlCilities Lease when ellt:alwd by 
WBRP.oo the Univusity and approved by Lessor shall replace and supcncdc: in its entirety the 
Phase 3.2 S~blel$C. 

3.10.2 SbtlL ud Ce re, TtllJ nl I" provc",cnl •• a d Rtl.led Facili llQ. The 
New ImprovtmrnlS shall consisl of. shell and core for. new buildinll plus tenant improvcmrnu 
to be ill!wled inilia!!y (or the UniVersity OS the te"",,1 under the Phase: 1.2 FlCilil'C1l.casc. The 
design of the shell and core clemeou of !he new build,,,,. the 10000ion of such buildi", on the 
Properly. and the access ,outcs In the parking and loadins (.dliliu lhall all be subject to Lessor 
IJ"lI!f1:I.,al PUrJUMI 10 Stction 3.2 above. The New ImptOVemcnts shall be or the same lIeneral 
standard. quality and overall appearance IS other new rese~h-rel.ted facililiCJ in the So\oth 
Lake Union ~a of Scaul\:. LeJSOr may IIOt unreasonably wilhhold or delay ilS .pprov.1 of Ihe 
plaru and $pccifi~ations for the New Ir:lprovemcnls provided such New Improvemenll are 

.,. 
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genenJ ly OOM',lenl with 1M pl_ and lp«i(lQIiofIJ upon whWI 1M master USC permil for 1M 
de~lopmo:lII of tho: N_ ImprovanerllS _ Issued (sueb master usc penn!lto be sougIIl IIJICkr 

1M Phue 1.2 OevelOpmo:llI AIP"I:mlnIl). . 

Ooee IJIpro\-ed, any clwlges in thoe Plans for \he New Impro~.enlS shall rtqUire the: 
approval of I..cJ$Of unda Section 1.1 above. 

1.11.3 Fiuodlli . !AllSOr Kknowledles WBRP's intention 10 finance !he: 
con.wuetion of lhe Phase 3.2 Projecl With !aX uempt financ'nl u!i1iz.inl bonds iBonds"). 
Lesso.', epproVllI "fthe final tennJoflhc fiMIICinll .elatina; to the Bonds sINoll.lso be requircr:l, 
but JUCb .pprov~ sballl\Ol be unn:asonably withheld or delayed. 

3.10.4 Developmen t S,",I<~.. WBRP il retaining City Inve$lo" LLC, • 
Washington limiled liability company, and an affiliate of lessor (,·City Investors'') to provide 
development man~8ement serviCCl with re$pect to !he New Improvernenu pursuanl 10 a 
Develo pment ManaKernenl Ag",emenl of eVen dale herewith (!he ~Phase 3.2 Development 
Agreemenl''). So 10fli lIS 'lICh Phose 3.2 Deve lopmenl "'&recment rtmaiflll in eITect, all 
approvals and eonscnlS Biven by City Invc.sIOrl under lite Phase l.2 Development A""ement 
shall also ronslitule the approl'lll of uuor under this uasc, a.nd all approvab and COn..,nll 
given by Lessor under this l.e&$e shall also conslilwe the approv~ of City Investo .. under the 
Phase 3.2 Dewlopment Allrffmmt. In addiliOll, for $II lana u City InveSlOrI is providinK 
de"elopment rTWI~,emenl serviccs undcl the Phase 3.2 Dc:velopmenl A&«<ment Or ullder 1liiY 
other a~emtllt by which Cily Invnlors provide! development mana,emmt services 10 WBRP 
o. any of WBRP's subtclWlU with respecl to \be Property, WBRP shall have 00 obligation to 
provide pros:ren reporll 10 Lessor under ~eliott l.1 .bove. For so Ionll u the I'!we 3.2 
Dc:velopment A~nl remaiRl in full foro:c and errect, WBRP may not as5ign this Lease 
pursuant to Sl:<:tioIl9.1 below unless, simulWleOWly with il\lCb aui(plmCrlt, WBRP also auigns 
and the permitted 1ISsi&nee of this Lusc aI.Jo &U\llllC1, t..U obiiall;ollS of WBRP under the 
Phase 3.2 Oevelopmmt A8IttIMnL 

J.10.5 SblrK U~C'"lro .. ad F •• lHtift. P"""""t to the ~nns of the I'hasoe 3.1 
Ground Leuc, and in CO!\l"ICCtion wi\ll the CClnattucbon of the pbase l .• Proj«t, the Phase l .1 
Ground Lessee is CllpWcd 10 construCl the: parlti", and Ioedina f...:ilirics, KQtSlI and tireubuion 
...... ps, ulililY ","ulll and simi .... feal\lJes for both the Phase1.1 Project and for the New 
Improvements .,.,ticipaled to be dewloped in the futun: on the Property (ooiltttively, 1M "Shared 
Underground Facilities"). 

Lessor'l approval of tho: PIaN and fiTWIC;nB for the Shared Underground 
f.cililies uode. the PIwoe l.J Ground l.e&$e shall a1JO ,onnjtule Lessor's COIlSCnl 10 the 
development of the Shared Unde1around F.cilitie,under this Lease. 

The Shared UndeJ"&lOund Facilities IM.II ~ suhjeclto. Rccipn.>eli Eas:<=menl and 
MainteTl3Jl« A8Itt'1'enl for the benefot of lind cncumberina both the f'lIax l.l Properly IUld the 
Property as described further in Sl:<:tion 15 below. USIO. and WBRP agree 10 execule and 
record the Reciprocal E-sc:menl and Maintenance A"ttmtnt on lite Properly followin, the 
completion ofronstruction ofthe I'lwe 3.1 Project. 

. ,.. 
''''''~ ' 

The Sltartd Underground Faeilities shall 1101 ~i!Ule. New ImprovrmeM for 
purpoxs of this L.cuc, inc:ludinllhc provision. of Section 2.4 abow . New ImproYel"Mnt!llIndcT 
tlUs I..c_ $hall to: the buildin&$ or other improvemtn!! npeeled to to: con_cd on and above 
the portion of the S~ Undeq;row>d fa.:ilit inon tIM: PmpcIlY. 

Upon expiration or 9:1;". tI:1minalion of this uasc:, tho: ownenhip of the portion 
of the Slwed Undervowod FKiliu .. ""OI5INClcd on tIM: f'roperty shall .even to LeAor in 
-=><dance ",ith the lemu of Section l.ll of this uasc (subjecl to the tcmlS of the Rcciproeal 
Euemtnt and Mainlen,","" "'"cement). 

Seclion 3.11 No Rcq uir~mc .. t 10 Ik,·cl.p N_lmpro,·emeDII. No!hina in this Lease 
shall.tqyire WBRP to f;O!IS\IUct or develop New Improvements on the Propeny (bul WBRP mil)' 
avail itself of tbe Icnni,..t;on "gilll in Seclion 2.5 and shall be JubjCC! Co wsor's tenninalioo 
.i&htl as provided in Section 2 .4), aIld Lesso. shall MVl: no claims in do.rnaae, o. otherwise due to 
the failufC of WBRP to develop Ne .... Improvements (provided !hat if WBRP elecU 10 develop 
New Improvements, all such developrnem shall be subjecl to the lenn' and ~onditiollS of this 
Leue). Howeve. (i) WBRp may not develop New Improvements On lite I'.openy unless the 
I'h115c: l.1 Projecl (and Ihe Shared Under8lolUld Focilitiel) have been or 1fC limul1WleOusly b¢ina 
developed On the Ph_l.1 Property, and (ii) lite Phase 3.3 0r0W>d uun may not develop new 
improvemCn\li on !he Phasel.l Property unitn the Pha.o;e3.i Projcct (1UId the Shared 
Unde'lJOund F.cililies) and the New Improvements M.VC been or arc ';mul W\COwdy bein, 
deVl:loped on the Pha$c 3.1 f'nlperty. In addition, if WBRP IllS not romrrtcnctd tho: conslnlCliOll 
of New Improvemenll on the Propcny on Or bero~ Dcc~mbcT 31, 2011, Lcuor may seek 10 
el!crci.se iu clUly \ennillllion rights as provided in Section 2.4.2 above 

S.ctlon 3.11 I>Up ~ ICI. My dispulQ between ussor wi WBRP reptdifta Lessor's 
approval of Plaru andlimilar mati", with respect to the development and con5tI\IClion of Ole 
New Improvements or any Mlijor Improvement shall not be a reason 10 "DI' or SU$pf:nd planninll 
or penninin, o{thc New Impro\"C1IICII\li and ....... 1 be resolved by dj.p"~ ~ution in ~c 
willt Section 20.1 below. 

S«lioa 3.)l o...aenbip of Imp",,·cmmls. Duriollhe tI:1m of this Lease. the New 
Improvementl and all 0Iher improVl:mCl\lS IDeate<! on the Propeny, i .. dudina withOlll limitation., 
'" ..:IditiOl\S, aIlCntions, and improvcmtn!S thereto or replaoonenu thcreof and alllOpPIIfImlnl 
fixtureS, machinery, and equipmenl insWled themn, and also ineilldina \he portioa of the Shared 
UndCfirOund facilities on the I'ropclly, shall be and remain the propeny of WBftP. At the 
npinlion or earlier ltTminalion of this Lease, the Propeny, all New Improvements, all other 
improvemtnts and all aclditions, alt .... tions, and improvemenu therelo or repl~ments thc:rtof 
and .n .wunenanl fil!1\l<1:s, macltinny, and equipment in5\lllt1l therein and also includina tm 
porlion ofth. Shared U!ldcrgrouM Facilities on the Pmpeny (ucludin" WBRP'. Properly). thall 
bt..ome the propeny of Lessor, and ~ 1\0 CDSlto LclSOr. Willt .cspec.1 to \hi: SIwcd UndcriJOund 
F...:i1iliel, the ponion of the Shared UnderarouncJ faci!ilies 00 11M: Properly ""II be the propeny 
of WBRP during the lerm Df thi' Lease. bul any portion of the Shared Underground Faci lilies 
conilrucled on lhe Phase 3.1 Property sbal1 l\Ol be Ihe property of WBRP, but ""II be the propelly 
of the a.......,' of the Phase).1 Property andlor the Phase3.1 Oround Lessee (but subject 10 
euements for the benefit of the Property and WBRP u provided in 1hc Reciprocal Easement and 

M"''''<'''''''' "B<<<m<nt) . 
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SKliOll 3.14 S~rrudl1" Upon Tenllinllioa. Upon expiration or_lief termlMlioo 01 
Ibi, Lease, WBRP shall remove WBRP'. Propnt)' and shall surrender the Property, and 
equipment reillinilo IlKChaniulllld _uriI)' 'ysto:tns (i.e., HVAC, plumbiDg, electrical,..:eess 
wd$) as i, Ir<'tsSIIr)' for tile proper and normll operation or !be J>ropeny for ill !ben C\ltTCnt and 
pcmtiltCd usc 10 l.cs3or in I rAIOnable InC! fWlCtiO<\lJ condition, exo;ept for enYironmm\.ill okfects 
\hI.l uistC'd in 1M Properly upon !be Effco;ti." 0.1C and conIinue in exislCnce and except for 
ordi:wy welt and tear and obsolescence thai his oo;curred over 1M lerm of this Lease. WBRP 
IIIltJI DOl mno~ from 1M Properly IInY IpPllrlmlnt fjlll\ln:S, IIUIchinery, or cquipmc11t 
pem'lanently attached to Cf used in cQnnccticn with openuion of the I'ropcny, o. lIny ..:IditioM 10 
or replacements thereof made duri))g the term of thi, Lease, it being the intent of the parti.., that 
upon ex piration 0' tlrlier termination of this l.ea""" l.euo. rl!&Il rec.i." an operating Propc:l1y. 
All operating manual" computeT pTOllJ1UTIS and 1O!'tware, rnainlCnance records, warranlies and 
OIhtT personal property, tangible or intangible, necessary for operation of the Properly o. tile 
syrtel!U "ithin the Propeny sJt.1I be delivered .0 La..o. upon expirltion or sooner termination of 
this Lease without COli 10 Lessor, .xcept fOf any transfer COlli m:JuirM to be paid to third pani~. 
WIlRP's I'ropel1y not rtmcved by WBRP at expiration or other termiMlion of this Lcue shall be 
conside.ed abandoned I!Id Lesscr lIUIy dispose of such propel1y in accordance with the law 
governing abandontd propcTty then in effeet II WBRl" s coSl, but WBRP shall nol have any 
obligatiQfl to remove fixl\lrCs or equipment pcnnallently affIlled \0 tile Properly and shall not be 
liable for an)' COlts ~rc:of. All tranlfera...., made without ~ntation, recours<: (IT warranty. 

WBRP shall also have the obligation 10 demolish and rem.o." !hi: laborilOry $Upp011 
improvements (inc:hlding Yivarium, if any) constructC'd on the P_I leftl of the Shared 
Un<letllfOlllld Facilities \0 tbe exlent m:Jui.-..! in .. C<>tdan.<. wilh !be lenni of the R«iprocol 
Eaxrm:m and Mainlenano;c A&rccmc:nt. 

Seelio .. 3.15 eo.dltioll of p..,,.rty. WBRP IS$lIffiCI full responsibility for thc dc::!:ign, 
colt$U\lCtion and condition of the Property, Ik New ImprovmlCnll, and any 0IhcT improvemenll 
COlISIJUCted on the Property durinll!he tmn of this Lease anti WBRP hereby fully rcleut:s leMaf 
from any and all liabili!)' relatinlltllerdo, except for My £:<i'lmil Hazardous Substant:es ....t.icb 
remain tile responsibility of lnsor in ~ with $mien ' .5 below. 

Sfl:'i ... 3." Oc:moli'Ho.! of Elillilli I mp..,~unot.. WBRP ma)" III its option, 
demoll5h and remove from the Property any and all of ~ Existing Impro,,,ments, providN. thai 
such demolition does IIOl viol.1f; the lCTmS of III)' BuildlD& L~ases. All of lhc iJld<mnit)', 
inswan<:c and similar provisiollS of this le\lSe shall -Wly to .ucIt demolilion activilies, and 
WBRP shall gi." L.c.or It Inst 15 .u.ys prior writ\ell notice before COf1\IIle!lI:ing any sud> 
demolition activities. Prior 10 commmciTllluch demolition. WBRP shall provide Lesso. witlt 
cvidence of availability of fllTld, sufficient \0 pay for all Illti~i"lcd dem.olitiOll CQltJ. All 
d~m.oliliOTllb.on be COTIduo;led ineompliano;c with .wljgble law lind all debris shall be rem.oved 
from ~ Pmpctty and dispoS>e<i orin acconlance with aI) leila! reqllirements; provided, however, 
that Lesso. shall be obligated 10 remedi.te any ExiSlillll IlazardollJ Substances in ItC<>rdancc 
with Section 8,5 .2. The right of demoli tion Ht forth iTl tltis Seclion 3.16 , hall OWly only to the 
£:<iSling lmpro."menll (improvemmll existing on tile Propel1y as of the date of til is Lease) and 
• hall not apply o. extend 10 any New 1mprovcments, 

.1]-
, ~"' ... 

ARTI CLE 4. 

REl\TAL 

Sfl:lion ~. I ComlJlOJlcemoll t of ReDI PaYlJl Uts. Bccinn;ng on !hi: Renl 
Commerotemc:nt Date, WBRP shall poly II> lfssol annual ... nl (~ ~Rent") in !hi: omIIWlts 
<kIenniool in accordance with this Section 4, such Renl 10 be pIIid in equal monthly in:sIallmmts 
on or before tile lim (\~ day ofeacb month. 

SUriOD 4.1 III;t i. 1 Relit. Sqinning on the Renl Commencement o.tc, and 
ronlinuing until ~ last day of the FiM LcoIso: Year, Rent will be due and paYlble al ~ rille of 
5707.287.50 pc. annwn (SS8,940.63 per monlh). 

Seetin 4.3 SiJ;tb L.taH VOl •. Beginning on the fil lt oUy of the Sixth Lease Year, 
Rent shall increase \0 S8t9,74{i.16 pe. amum (S68,312.18 per month) (represcntin!; .. 15.9% 
inc,""" over tile Rent in effcct for the Fifth Lease Year). 

SUlioll 4.4 Elev.nth lA.se V .... Beginning on the first day of the EI.vcn!h LeaiC 
Year. annual Rent shall be increased \0 (!;JllIl the greater of Ca) $950,08S.84 (S79, 17).82 pcr 
month) (reprc#nlinll • 1!i.9'.4 int= 0 ...... tile Renl in effeet for til. Tenth I.e""" Year), or 
(b) 9% mUltiplied by the l.arld Value (defill':d in Section U .3). 

Seelio .. 4.5 Further Ton Yea. Re .. t Cydes Witb Five Vnr Rut Bump •. f or-!he 
entire Itnn of the Lease (ineludinll any e:<lensionl as p.ovi~ in ~ion 2.3 above), R~nl shill 
continue to be c.lculated in 10·ycar ey<:les usinll tile same standarWt as .pplic1 lo the ulcul.!ion 
of Rent SoCt fonh above. Thus, aI the beiPMinll of each Il).year rent cyele (!he Elcvcnlh Lease 
Year, tile Twenty-Fitu Lease Year, the Thiny_Fim Lease Year, \be FOl1.y·fi", I..cax Vear and, if 
applicable, tile Fifly·First Lease Yoar). Rem shill be inc.us.ed \0 equal the JIU1cr of (a) the Rent 
III the end oftbc prior IO-)UI rent c)'de, i:1O~ by 15.9%, Or (b) 9% multiplied by the LIIIICI 
Value. Similarly, II the beginning of tile .iKth year of each 100year .enl eyel. (the Sixteenth 
lease: Year, 1110 Twmty·Sill1.h Lease Year, the Thin.y-Sillth Lease Year, !be forty_Sixth Lcue 
Year and if appliClbk:, the fifty-Sillth t.e.c Ya.r), Rent shall be inueased by 15 .~ 0..." the 
Rmt in effect for !be lim live (5) yean olSO!:h 11).),,81 rent tyele. 

Secllo n 4.6 Pa)'lllfDt. All renl shan be payable in I.wful money oflllc UnitC'd StileS 
of America, and shall ... ")'ablc without oITs.et, dtduction 01' coW\lcn:wm and without notlte or 
demand aI the.odrcu of LeS$Ol' spec:ified in Article: 14 below or.t such other address as lcpor 
may design&lc: ftorr> time 10 time to WBRP in writing. AI Lnsor', request, all payment of Rent 
, hall be by wire l:In:Ifer or similar form of p4tyment in immediately available fund .. 

S«llon4.7 Otnntd Tt rm. aa d C. lcull' IoII' . 

4.7. \ lA ... Ytlr. For ~Urpo5eS of this lease, I Lease Yar 5hall be the 12-
month period cornrnencing On May I of caell )'Car and upirinll on April 30 of !he TlCXt 
iuctteditljj year, with the First lease Ye", being tile period fmm May 1 2010!0 April JO, 2011 . 
LeNO' and WBRP acknowledge that the Firsl Lease Y .... ~ommcnces on I date prior 10 the 
Effccti." Dale of this Lease. le~. and WBRP acknowledg. that me Rent Commeneemenl 

·1 4-, ..... ~ . 
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during lhe term of Ihi, Lease be assesftd, I~ed, ch.arj;.d, confirmed Or imposed by any public 
.~Ihoriry upon or _eefllC or become d~ or payable oul of Or on aCOOLlJ]I Dfo~ become II lien on llIe 
Pr<>peny or ~ny part lheTeof, Or the N~w Improvemenls Or other improvemenl. nOw or hereaft .... 
comprising a part the~of or the uSC or occupancy of \he Property Or improvemem,. The I<:nn 
"[mposilions~ shall 001 include any income laX, utate, suceession, inheritance Or Iran.fer lax, 
KrDS! =eipts tax, business and OCl:upalion lax, withholding, profit or revenuo \ax Or chllse levied 
upon the renlS payable 10 Lusol WId .... Ihe lenns of this Lease (excepl 10 the exlenl such \ax is 
imposed on LcS!or in lieu of real property ad v.lo~m IaXes on lhe Propenyl, any corporate 
fr>mchisc lax or corporale license fcc lhal may be levied upon or againsl Lessor or any succernlr 
or corporale landlord or any similar oblisalions assessed a8"inst or impostd on Lessor by any 
governmental body . . 

Sect ion 5.2 WDRr's Paymenl of Imposil ion.. BegiMing On the Renl 
Commencemenl Date. WBRP shall pay when d,,", subject 10 the fUrther provisions htreof, all 
jmpositions IISscs$Cd 88"inSI the: Propc:ty, exeept llIal: 

S.2.1 All Impositions that ~ payable hy WBRP purnoanl htrClo for llIe fiscal 
year or taJr year in which the Effeclive Date occurs, as .... 'ell as during the year in which the term 
of this lense expires shall be prorated On an aelual per diem hasis so Ihal WBRP and Lessor each 
shall pay their respective [lfopoctio!lllle share of such lmpo.ilions thatlW pay,ble in th~ year in 
which the Effeclive Dale OO<:lUS and in the year in ..... hich the term of this Lease expires; and 

5.2.2 Where ar.y Imposilion lhal WBRP is obligated II) pay in whole or in part is 
permitted by law to be ""id in instilUmenl!!, WBRP may pay luch Impos ition in irutal!menls as 
and whtn such installments become due, and WBRP shall only he obligated 10 pay lhose 
installments LO Ihc eXLenl due and payablc during the lenn of this Lease, pro llIIed lIS prOvided 
aoow; if necessary. 

S.2.l Bc<.:~use the Effective Dale of this Lease i. afler lhe Rent Commencement 
Date, Tenanl shall reimb~ Leswr for all Im positions paid by Lessor for period, from and an .... 
the Renl Commencemenl Dale, such arnoun! or amounts 10 be reimDurs<:d from lime 10 lime by 
WBRP 10 Lessor within len (10) daY' of an invoie<: from Lessor \0 WBRP of the amounlS due. 
For Imposilions paid other than monthly, the amount of such ImpoSilion •• hall be proraled 
belween WBRP Illd Lessor. 

Secli<)O SJ Tn Con tu\!. Eilher WBRP or Le,sor mlY conIC.t the vaiidilY or 
amount (including rhl! asses...d valuotion upon the Propeny) of any Imposition for which eilher is 
responsihle in whole or in pari, and whi~h sueh party in good faith heli~ves is excessive, improper 
or invalid . In such evenl, the paymem thcreof may be deferred durin, the pendency of such 
contesl, if dilisently proseculcd hul in 00 event shall WBRP allow a lien for any unpaid \axes 
which il is conlcsring attach 10 the Property. Each party BIfCCS 10 join II the olh .... " teq,,"st in ... y 
such conlesllO the extenl such joinder i$ prerequisite 10 slICh prosecution WIder "alUlc, ~gu!alion 
Or administmlivc praclice . In connection "ith a judicial or administmlive challenge 10 any 
assessmenl, WBRP may take advantage of any stay in COllection available under .taMe, 
regulation. or Court Or adminilltnlive order or rules. Nothing herein conlained, however, shall be 
so construed as 10 allow such ilems to remain unpaid for such length of Ii ... lIS Shall pennil the 
Property, Or any parllhcreof, to 'oc sold by any govemmenlal, cily or munic:ipal aUlbority for Ihc 

-17· 

nonpaymenl of Ihe same. Within Len (10) ds,ys aft .... the amount of such COnleSIW item is firuo!1y 
dOlcnnined 10 be due, the pmy liable for such Imposition shall pay the amounts so delennined, 
IOgether with 11K: penallie •• inICrest and exp<:IlSC'S associated wilh such conlest. 

S~liod S.. Optl":"'in, £."'",,,, WBRP Ihall pay or ca~ to be paid Co.15 of any 
kind relaling to the use, operalion, mainlen"""e, repair and .eplace""'nl oflhe Property, including 
withoul limitalion all charges for gllS, electricity, light, heal, poW<)r, wat .... , 5(:wcr, security, 
Iolepoone, communicalions and other serviccl used, rendered or supplied upon or in connection 
with the Property, or levi ed Or charged againll the Property beg.lnning on the Eff~ctive Dale and 
conlinuing throughout theICnn oflhi. Lease. 

Seclion 5.S Hilth Technology Saln Tu Dd.r .... l. WBRP Ihall be enlitled 10 pursue 
at WBRP' s wle cost and expense deferral of sales tal! on tM New Improvemc nlS or Illy olher 
improvements, all<:mtio'lS or addilions sought by WBRP, 10 the extent pennincd hy and pursuanl 
10 th~ lenns of Chapler 8Hi3 RCW or Olher applicable law. Lessor agr= 10 cooperale with 
WBRJ> in WaRP's offons 10 oh"';n Ih. benefit "C any applicable S"k' Lax defer ... l and, upon 
WBRP', rtqllCSI, 10 ca\l5C Cily Invts!oB, in it!! capIIcity as developmenl manager for Ihc New 
ImprovemenlS, 10 asscmble all coos\rtlclion COSI and other cooslruc:lion dala needed for such 
application, and \0 prepare (10 the extent Ihal il can do so) all applications, fonns, schedules, and 
OIM. documents required for applicalion for such sales \ax defemJ . All such materials shall be 
prepared hy Cily Investors in draft fonn at least forty-five (45) days prior 10 the dal<: of issu""". 
of Ihe building permil for the New ImprovcmcnlS (or $UCh other lime as rC&S/lnably necessary 10 
provide WBRP suffiticnllime 10 apply for a defmal und .... the applicable law). WBRJ'shaUlhcn 
.... view aU s""h applications and documents, complele such addilional inronnalion as City 
InvesloB was unable 10 complClC, and make M>Ch other revislons as WBRP d.ems appropriate, 
and then may sign and submit such applicalion. 

AItT ICU:6. 

INSURANCE 

Seelion 6.1 Aequlsilloo of [dsuran« Pulidu. WBRP shall, al ils sole COSI and 
expellSC', l"ocl.Ire and mainlain, or cause 10 be procun:d and maintained, during Ihc lenll of thi. 
Lease !he insurance o;k$<;riboed in thi, Article 6 (or itS·lhen availahle equivalenl), which insUl1lOCe 
shall be subject to Lessor's review and approval, which appro~al shall be consi"enl with the 
requirements SCI forth herein and shall othcrwi$e net be unreasonably wilhhcld. 

Se.:llon 6,2 
following: 

TYf1<:' of R~QQi.tt1 fluurlln«. WBRP shall procure and mainlain rhe 

6,l.I Commerci.l Gentra ' Liabilily Ins"ran«. Commercial genera! liahility 
illSl.llllJlCC cow;ring all claims with re'peGtto injtrie. or damages to PCfSOllS Of [lfoperty sustained 
in, on or ahGUI the Property and Ihe appUIICnances thereto, in<:luding the sidewalk. and 
alleyways adjacent thereto, which shall contain. "breach of wan-anly" and a cross-liability 
cla\lSC, with limits of li!lbility no less than Five Million Dollars ($5,000,000) pcr occuJTC1lc<: and 
in the ~gg~gat~, with coverage on an oe<:l.Irrcnce basis with respeel \0 111; Property, Covenrgc 
will •• leM '" the inde"",i/i<:~tion by WBRP 10 Leo ... r os leI forth in lhi . Leose. Any dttluelihle 
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resp0n5;ble.. lCSlOf and waRP shall ea<:11 procure insUlllllCC poli<;i= with sucll • ",aim- of 
subrogation and with a tllusc or endOl'$emml 10 aM effO:CI that any sucll ,.,lease shaJl 1101 

w~ly aIfm or impair said polkln or ,,",judi" Ihe right oflhe releastr 10 m:ovtr thCftlllldn; 
provided, ho~ver, if polieics with IIICh I claIDC or mcIoQenwnt tballllOl be obtaiMblt or tball 
be obWnabit oaly at a premium over that dw,ubIt without IIICh waiv ... , the party ilCeking such 
policy shall notify Ihe other Iheteof, and the latter shall have ten (I 0) days thereafter either: (a) 10 

pnX'll'" Sill'll in-.nce in compllllies rtQOrII.bly $Il.l,floC\Ot)' 10 \he other party, or (b) 10 a&"'t 10 

pay 111<:11 additional premium. If neither (a) nor (b) il doDe, this staio/) sllallha~ no effect durin, 
such time q sucll poli<;iel dlall not be obuoinable or the pan)' in whose favor. waiva of 
subrogation is desiml shall rel\ac 10 pay the Idditian&l premium. If such po~ci= shall " any 
time be unobtainable, but shall be subsequently obtainable, MilheJ party shall be SIlbsequently 
liabl" for a failure to owin such insurance unlil • reDOnable lime after I plrIy learns of the 
availability of the insuraoo:. This So:ction 6.10 i, int~nded, and shall be dtemcd, to apply only 
with respect to the propetty ;Nw.nce required under Stelion 6.2.2 Or any s;milar insurance h~ld 
by Lessor. 

Section 6.11 WDRP', l ndcmnlntlIIQn. WaRP aarees to indemnify, defend and hold 
Lessor hann~ from and "Pinst any and all demands, claims, liabililies, losses, toSU, ellpeMCs, 
lICtions, ciuSU of .etion, dam.ge. Il' judpnll, and all reucmable c~pc:nses incuned in 
inve5fis"ing or resisting the same (ir>eludina. with(M limitation, muonable womeys' fees and 
disb=menl5) to the cx~nt ansin, or a1!escd 10 iii", from : (a) inj\l1)' to pason /)f to propc:ny 
occwrinS within or about lht Property, the New improvement:!, Or any other improvem.i:Ots on the 
Propcrty; (b) WBRP's, its emp!IlYu", agenll', invi'UI' Ilr J\lblCn.ant'J ne&!isen! /)f tortious-c1S 
<>r 0"" •• ;".... ,...1 •• ;'41 I" the c""<lrue.i".... rep.i., ret • .,....ion, rehuildi"a. u'" or Ottu""",,y of lhe 
Frope"" the New !mprovc:mcnl5, or .... y other impl1)VCmenl on the Prop«ty; (e) a breach or 
default by Vo'IIRP in the performan<:c of any of Its l!b!iSllions under this LeIt:lC; or (d) WBRP's 
violatioo Ilf lillY app!ic.b!c !.aw or star\tII: relatinllO the Prope"y, !be New Impro>-antnlS, or ... y 
other improvc:mcn( on Ow: Property or their IIJC or oc;c....,..ion; provided, howeva, that Lesso, 
$haI1!)Q\ be released from IIId shall iDdemnify, defrod, protect and hold WBRP harmless from aU 
damales, li.tlilitio:s, jlfd&menu, KnOllS, claims, .nomC)'lI· fc::c:s, COnsuJtanlS' fees, paymetllS, cosu 
and expcnses 10 the ClIt~1 an.iDS from matters for which Lessor ill otolisated II! indoemnify WBRP 
as provided in this LeIt:IC, If WBRP i. requirai II! defcntl "', ~on or procc:cdins pursuanl 10 

\hi. _lion to which Klion or pl'O«CdillJ la50f is made a party and leuor reQlnably believel 
that \he in~CSl5 of WBRP lind ~ conflict III II'C divc:rgenl, then Lessor shall also be entitled 
10 appnr, defend, /)f othe"", .. take pan in the ""'Ia involnd, 1\ ilS eleclion, by oounse! Ilf ilS 
Ilwn choo$ina. and 10 the Ulenl Leaor is indemnIfied under thil _tion. WBRP shall bear lite 
cost of Lessor'. KJWl\e defen$!:, including reasonab!e I~Ys' fees. Notwithslandinl the 
forcl0ina. WaRP'1 indemnily shal!!IOI apply II! MY maner wiler. Ihe University has indmulif,ed 
Lcssordircetly. 

Lessor hereby IpprOves the indemnification provisions in the Phase 3.2 Sublease. AI! 
o1hct subleases shall contain an indemnification provilion ttleut as beneficial as the provisiops 
set forth he,.,in, and IlII:h inc!cmniflCltion shall also run I(l the benefil ofand be fully enfotceable 
by lcWlr (and leSIlOt'1 emplo~s and a8enU). 

Except for reekleR o. intentionally lanioWl a~" Or Ilmiosions, willful misconduct or gro .. 
nesligencc: Ilf lessor or its emplo)'Ce! or .,enll o. throu&l> materi.1 bteactl Ilf lc5sor's 

.23·. 
" ........ 

obliptions IInder this LeIt:IC, WBRP bcrcby agt'CQ \lW: (i) L.e:uo. sball not be liable for injury 
10 WBRP'. businctS 01' any kiss of income Ihm:from for damaac 10 the JOOds, ware" 
men:llandise or otb::. property of WBRP, waRP'1 nnplo)=s, "Ienls, t:OnUaCtor$, invi,"" 
$ubtcnanll or any otb::r person in or aoOOUI the I"roperty. the New Improvemertu or any od>tf 
improvllfnCnl5 on the Property, (n) I..cssot shall not be liable fll' injury 10 the: pclJOn of WBRP. 
WaRP', employees, 'Imts, WflI!llC1OrS, invilC'CS or IlIbtCn.allII, whether ruch cWtutac Or injUty 
is causcc:l by Il' raulll from flJC, steam, electricity, pi, WIler or nin, or the bfcaltasc:, kWlc. 
obstruclilln or other defects Ilf pipes. sprinklc:rs, wires, "IlI'li""",", plwnbi .... air conditionin& or 
lightin&; flJtlUlU, wltcther said damage or illj\l1)' r($Ults from conditi(HlJ an1ina from the Propmy 
Ilr from oO>er SOII1CeS or pla=, and (iii) Lessor shall not be li.ble for In)' damqes arisil\i /rom 
any at:t orllmissilln of any othCT terta.'\t in the New Improv~u or any othCT thin:! party. 

Swlon 6. 11 L.HSO. 'S Ind.mllifiu lion. Ltssor asn:e1lo indemnify, defend and hold 
WBRP IlatTnless from and 19ains! my and all demands, claims, liabililies, ItlSSCs, COIls, ClIpenstS, 

at:tillnJ, C.USC3 of acrilln, damages CIT judgments, and .1l rea.'1Onable npenses inclined in 
inve5tigatinl or ",s;sting the same (includinl, witooul limitation, reasonable anomeys' feel and 
disburxmenll) m the extent ari.ing or allescd to arise f,om: (I) lessor'l, its employees', Illents', 
or invitees' ncsligenl Or tortillWl acls or omissillns leilling 10 the entry upon or in the P,openy, lhe 
New Imp.ovemenu. or .ny olhcr improvement On the Prope"y: (b) I mtlterial breacll Of defllult by 
Lessor in the performancc Ilf InY of its Ilbiigatillos under this lease; or (c) Lo:$SOr'l villl.,ion Ilf 
any apfIlie.ble law or SUMe relating 10 the Propeny, the New Impmverncnl5, or any othel 
im pro""menl on !he l'Topmy or their use or OCCUpitilln; provided, however. that WQRP ,hall 1101 
be "'leased fi'om and shal! indemnify. defend, protec:t and hold lelsor lwmlcsa from all dama&n, 
liabilities, jlldpnenu, Ktion .. claims, allomeys' fees, consultants' fees, pl)'l1lO1'lll, COliS and 
expenses I(l the ex!CD1 arising from maltets for wbidt waRP is oblipl~ 10 indemnify lessor IS 
pro>'ided in this lcuc. If Lessor is required 10 defend MY action or plOCmling purwlntlO this 
section II! which Ktion or proceeding WaRP is made. P"'Y and WBRP re-wly Klievn that 
the interestS of Lessor Ind WBRP conflict or.n: di_scnl, then WBRP sll.11 alJO be entitled II! 

appear, defend, or Illherwisc: like pan in the maI\Cf in>'Ol.w, II its ,'"lion. by COUII",1 of its 0'"'11 
d>oosillJ, WIO Ihe eKlent WBRP is irtdemnifiC<lIllNkr this section, le$sor shall bear lhe cost of 
WBRP's "'puate dc:fcnx, il'lCloo ... .g rnson.bIe '1IOme)'lI' ftcJ. 

ARTICLE 7, 

DAMACEOR DF~'ITRUCTION OF IMPROVEMENTS 

Section 7.1 W8RP'1 Obli",lion 10 R~p.i~. In lhe evenl of darnIp 10 «destruction 
of the New Improvements or any olber improvnnmlS on or II! Ibe Propelt)' 10 be covered by the 
insurance described in AMide 6: 

7.1.1 n ..... 'e of Uss Thn Twonly. t'ivc t'ctc, nl (25%) of R,p'lum~n l 
COlt. If the cost of res-irin, 0, fCIOOnsrruClins the New Improwmc~U Ilr OIlier improvemenll 10 
R~llI!red Conditi"" (defmed below) ;s not in e~ceu of twenty· five pcn:ertl (2S%) of the !hen 
neW "'placement cos! oflhe improvements, U is determined by !he insurance opprailCr provided 
fllr in AlIitle 6, and ,lICh 'C]l3in Ilr reconslnlCtion of any such dama,c or deslnI\:lion to • 
Reltored Condililln tan be made und~ then cxi",ing IIWS, mdinanccs, 11I111tei Ilr "'IulatioN of 
""Y 8"vc"uncntal authoritie.o applicablc thereto (0< un be: 10 made with "';no .... d non"'.lerial 
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changes to !lie fonnn condition and form of propel'\J damaled or destro~d), WBRP shall effect, 
and funds ckrived nom insurance: ocqui.ed punuant to Altir;1c 6 shllil « mlde available to 
cffect, such ~r aDd ICCXlllSlr\K:bon of the JlNCI\Ife 01' improvement 50 dam.a~ or destroyed 
10 a R~d Condition. fOl' ~ hert:unokr, ResIOfCd Condition shall mean: (i) the 
CXleriOl' of!he Ne .... lmprovcmcnll iIhall be ~ to !he substantial equivalenl of the- condition 
of the exterior that uisted immroiatcly prior 10 sud! damage or destruction (or, i' constru~tion 
wu in pror;us II the time of _II destruction, to the Cllmo. condition thaI was being 
COnstr\ICted, 1$ depicted in the; Plans pl"eviously Ipproved by l.esiIo.), and (ii) !he intmor of the 
Ne .... Improvements slull be IClII<ncd II I minimum to. shell condition substantially equivalent 
to the shell condition Wt existed immediately prior to such datl\lllil o. destruction, and ifWBRP 
desires 10 improve the interior beyond a shell condition, to I condition that mects the $llllda:ds 
set forth in Seclion 3 .~.2, lbove, and provides I IIC1 rentDble an:a within the improvements no 
less Ihan the net .~Iablc an:1 immediately prio. to s..eh damage 01' desuuc:tion. The foregoing 
.estoration obligation shall apply even if applitable insuflllCc proc:eeds an: IIOt suffi~icnt 10 coVer 
all costs of resloralion, and waRP shall be resporl$ible for all insurar;;e ded""libles. 

All such .... 'Otk shlo ll be ~atried OUI in lICCordarK:e with plans and specifications prepared 
by a licensed arthi1~t or &fI:hileclllpprovtl! by u$$Or (acling Il:asonably) ifsuch an architect is 
reasonably required I"·cn the Ieope and natUll: of the work and by • licensed contnK:lOr 
approved by Leuor (acling reasonably). If such work tonslitlltcs , Major Improvement, JUCh 
worlc shall also be subject to the provi,ions of Seo;lion 3 above. The funds derived from \he 
insurance with respcct to the damllt ,hall be made Ivailable to WBRP anelIor the an:hil~t and 
C(lntrOO;IQr as the won.. Pf"O&rnses and is I;Crtified as ~publc by said =hil~1 or contnlClor on 
M monthly mil, ouch fUIII.U 10 be n>lde .vailablc to pay for work I"d ma!crial. to the exlenl 
completed and delivert<! (ealtuilled either on the basis of the per«nllie of the tot.al WI'Irk and 
material. to be complelN and delivered or bIK1I On r«eiptN 'nvoices). 

• 1.1.2 Dl m'le III b on' of Twency-Fn·, PCrttDI (15%). If the COS( of 
~rinl or r«OrIStnICIinj Slid damaae or dC$INction to I Restored Condi""n is in e>:~" of !he 
twenly_five pcttcnl (25") pnl\"ided in S«Iion 7.1.1. or ifsueh ~on o •• ebuilding 10 a 
Restored Condilion annol be made undct!hen e>:isl:inl laWl, ordm.nc.-" SUtUies or regullllons 
o( any goYCfJUll<:fM.ll llIIhoricy appIiclble IhtrttD (and WlIIOt be SO madc willi minor and 
IlOIlINtcriai chanin to the former condition and form of the prOpnly da:nagcd or ~, or 
with sllCb other chan&cS as may be propo$ed by WBRP which do no! delJaCl from the- value of 
the improvements and .... lUc:h an: IIPPfOvcd by ~IOI", ao;tiaB reuonably), and in Iny such e-venl, 
!be panic. hereto an: WWlble duriJll' period or nincf)l (90) days after the dclermination of lhe 
insurance survcyor with mpeC1 to such damaJC 01' dc$truI:tion 10 aUC" in writing on • 
conslrUClion progtMl, then !.he Term IhaII tnd IS of the dale of such damage or dcs!no<;tion and 
Wlutilizc:d insl.lf"lltlCe proc:«ds Jball be distributed in ~ with Section 6.7; provided, 
how.:VCf, if such reconstruclion or ~buildina to a Restored Condition Can be made W>dcr such 
llKisling laws, ordi.nance" IIIIIMS and ~Bul~ions (0. ~an be SO made wilh minor and 
roorunatcrial changc::s 10 the f~ condition and fonn of the propel'\J damaged or destroyed; o. 
wilh SlM:h other chonge. u may be pI"OJ>O,IN by WBRP .... hich do no! dclta/;I from the value of 
the improvement, and which arc approved by l.<!uor, oo;ting reasolUlbly), but Ih. COSI of so 
repairing Or recoMtructilll SIKh damage or destruction i. in CXCCS5 of lbe lwenly·fivc: percenl 
(25%) provided for in Seclion 7.1.1, WORP shall have lIIe absolule right 10 !real such damage .. 
WIder Seclion 7. 1.1 as if Ihe dam.aae or dellruc1ion mCI the descriplion thereof ~ forth in the 

-15-
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filS! tenlctlOC of thaI Section ifWBRP f» aivcs ""ti~ 10 Ilw dfec110 Lasor "'itllin nineIy (90) 
day. after the deterrm...rion or the insuranct I\IfYe)'OT witlllCSPCCI to said dama&e or deJtNCtion; 
and f>i) ptDYidea reasonable evideoo:: of the I\'ailabilicy !he funds required or 1b.1 will be 
.tquircd to effett such repair 01' restoration, wbtteupon the proviJions of said Section 7.1 .1 Jhall 
be fullyappliclble \0 such datn.-ge or dnll1lCtion.. 

In the event this lase tcnninales as. result of damage or tlCilll\IClio<r WaRP shall be 
oblipted to ~ve atl uninbabil.able Sln>l:tIItC'l and res~ the Properry 10. buildable condilion 
and ttmOvc: all debris therefrom (and rcgardlC$s of whether or not ;IIS\II1OnCC proc:«ds uc 
aVlil,blc 10 co~er the costs to do so pursuant to Seclion 6.7 above). For ,ucll purposes, a 
buildable ~ondition shall require the removal of all improvnru:nts (indudina founda1ioN) thaI 
hive been damaged IIJId would nor be UKable for I new developtnenl, bill wo~ld nor require 
"'moval of foundalions, pilin8:!, etC. that TCrnain ill JlOOd COndition lind can be IISCd for a DCW 

devcloprru:nt and would !XlI require the l"("(onstnJC1ion of any utili!i", impro''CmcnlS, 
founda1ions or olher stnJcIUrC$. 

Settlon 7.1 Prompt Rtp.i . . If WBRP is obligllN or eletts 10 repair, reploo;c, 
Il:COnllruct or rebui ld any Structures, improvementS or other prOperly as hcreinabove provided, Ihe 
WIle shall be effected al WBRP's cost and expcMl: (which mly be paid in wl\Qlc or in pan from 
insurance pn')C:ecd, available .. above provided) IJld WBRP shall diligently cornmel\C:C and 
continoowlycarry OUI ,,,,,h ~p.ir, replacement, .ecOtl$ltUCtion Or rebui1dill&. 10 ful! completion as 
soon as po$Sib1c, nc:cpllO the extent of delays due to strikes, ~koull, Ihot"lllJCs of I.bor or 
malctiall, IIOvcrnmc:n~1 n:strictiOIli, Iin:, easu.aJry, riot, 00;1 of God, acl of lIIe pUblic CMtny, Or 
othtr causes be)'Ond the ICISOMblc control of WBRP afte. the: excrtise of reuonable dili8tnee. If 
the tcnns of any Leasehold M~ge require the applicalion of any matm., ponion of any 
phYlical properly dama[tC in.uranc.e proe«ds 10 redtaee oblipriOll$ _ured by ,uch Leasebold 
Monillc, !hen WBRP shall have a reaso .... blc period of lime (not 101lJCf than IB II'\onlhs 
followin& the delermi!llltion of the ~ lUfVC")'or ",i\h rCSJICellO such dema&c or de_tion) 
10 oblain financinl TQSOnably required to satiJfy the rcqUircmenli ofth;, paIagraph IIId the noti~ 
perioo;b ofSccrion 7.1.2 shall be adjmled accotdln&ly. I'rior to COf!UnentCmcn! of «Il\StfUCIion or 
IIIth tq>Iir 01" repl.accrncnt, any proceeds of IIIth insuranoe remainin& after such appIieat.ion by a 
l.cucbokl MClrt&liec shall be held in escrow and sucb tsrnIwN funds shill constitute _urily 10 
tnsor for the perfonnanc:e of WllRP's obligations under this Lease lItIIil actlll) eommenc:~menl 
of sllCh tonSUIICtion. 

5«,lon 7.3 Damaa:~ Darinl LISt fin ¥urs orTmn. Iflhe« O«UII dun",!lIe lISt 
Ii~ (S) LeaK Yean of the tern> of this ~ (as may have been ex~ntIcd in accordance with 
Section 1,) lbove), dama&e or dcstrucIion 10 any $U\JCtIIfC or imptOv~mcnl on or in the PtopeTly 
and the COSts of repairing, ~rin" replacing, or rcbuildinl the WIIC ncccd I~ty-five percenl 
(1S%) ofthc 111m rqllaccment COSI ofthc 1mprO...::rncnts,1S dcu:nnined by the iMUflllCe IIJIpniser 
provided for in Article 6, then WBRP!llllY elecl to Icnninale this Lease and,;n suo::h evcnl, WBRP 
.hall livc: nolice 10 I.e"", of ill cl~tion within sixty (60) days dIe-. the delerminalion by the
ins\UUK:e apprai.er oftlx: amoWlI of damage, this l..casc shalllhcrcupon I.nninale as of lhe dOle 
of.uch noliee. and any insurance prwceds shall be diSiributnl in IICcordanee with Seclion 6.7. 

S~<tlon 7.4 Dl mage 10 Esistlng ImprovtmenlS. In the eVent of damage Or 
destrucllon 10 the ExIS!lna ImprovemcnlS, waRP shall have no ob111Ol11on ", .epalr <)t m:<nlI1rur:1 
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sueh. damJ&e or destM:tion, bul ill the e\/tnt WBRP 60es not rl«t !O I'l'pItt or rccol\Stnlcl JUdI 
Existin,llJIprovrmcnts, WBRP lha.il n:~ all uninhabitable ItNCrum and rest_ the Propnty 
!O • bIIilda.blc condition and n:mo~ all debrU Ih=trom (rrpdlcss wherber Dr not insunonu 
pr<KeCds ..., available 10 cover the COSlI 10 do .0). All Ivailable illSlftl"lf:C proceeds shall be 
~b'" r.o WBRP (or .... )' I.eaKhold MortPi" as lIpp]ic.bIc). In 110 evml will this Luse 
lenninale or Renl be adjusted in .... y IUIU)eJ d\IC 10 Ilamale or dc5tnKtion of the Elr.istin& 
lmprovemcnll. 

ARTICL£ •. 

REPAIRS, MAI NTENANC E AND ALTERATIONS 

Section 8. 1 RepI'.., and ftblntenn co 10 Prop"t)'. Througho..t the lenn of trus 
Lus<:, WllRP s1t..U keep tile New Improvemenll and o\be:. improvemenlS helcafter situated upon 
Ihe Plopeny, including, wilb.>ut limilltion, the Itruel....,..l and eXlerior pon ions, roofing and 
covering malerial, foundations, exlerior walls. plumbina. electrical S)'stcms, heating and 
venlilalion Iystcms and security syslem in good Ilnd safe condition and in good orde, and 'epai' 
(ordinary wear and Itar, and casualty loss, excepted), and WaRP shall confonn 10 and comply 
with ,n valid ordinance,., KlUlaliorl.l or laws affcclini \be: !'rope-ny, the Ntw [mprovcmehlS 0' 
any other impro\·ements on the Property 01 Ihe 11# thcmlf, Lessor covenants and asrces Ihal 
WBRP shan hive \be: righllO ronlest, II WBRP', sole COS! and expense, any asserted o. alle,ed 
violation of weh ordinances, rc:gulalioru 01 laws of any kiDd or ch.a:acler and by whomsoever 
usmed or alleged in the lWIle of WaRP Or Le$sor, as waRP mly deem approprialt. 
NotwithSlanding \be: foregoina. WBRP' s obliption with 'ClIptctlO maintenance and tq)Iir oflhe 
New Impro.·ements sru,JJ nO! include art)' obliption 10 replace an)' obsolete equipment, but 
WBRP shall nevertheless maintain in ac:cordance with thil $CCIion all equipment and, consistent 
with pruden! mainl<:nancc practices, CIUJt such equipment to be ill ..."roniorder upon expiration 
Of earlier lamiMtion of lhis Lus<:, win, inlo kCO\1IIIlhe lie ors .. ch cquipnenr. 

Lessor IIhalI ha."C 110 obliption whauoever 10 keep. maintain, JoIta, Kmodd, improve, 
repair, d_ or painllhe New Improvement$, or any other impro>'Cmerlts hcreal\cr situated 
upon the i'topcrty. II is !he inlC1llion o(tIIe pltlies that WBRP and not Lessor .hall have !he fun 
responsibility and obliplioa for the rcplir and mairltmuoce orthc New ImPfO"emtn\S and other 
impro'''mmlS hc.e&!lcr siu .. rm upon the Properly and WBRP WIIVClI, 10 the full extCI\I allowed 
by law, any rigllt Of rcn"iedy l,aiM Lasor based upon the condition of the New [mprovcmmts, 
Of an)' other improve_lib hereafter situaled upon the Ptopeny or any failure by Lessor or 
WBRP 10 replOt. or rrWllllin \be Ntw Improvcmmill or any _h other improVl:menu. 

8.1.1 R(p . in ud ftbl nl(n on« or E.bliag lmpro¥cmnU. Durin, an)' rime 
when the Existing Improvcrncnll o. any portion thereof -"- occupied by \ellMts or other 
~nnitted OCCUp&nt s, WaRP .ftaJl k«p the £,.iStia, Improvtmo:nlll in the same COIld;tinn 
existing on lhe Effcclive Date, ordinary wear..w leI\" txcepted, consistenl with the terms of any 
~upancy 19tU"!tlCnu. Dwin8 any lime when tlle Exilling ImprovemtnU a.e not oo::cupied, 
WBRP Ihall secun: the ExistinglmPfovcmenta from unaUlhoriltd 11# or occuplOncy. 

Sec lion 8.2 AlI . ... llons Not Requlrln K Co nse nt. WBItI' shall move the righI, from 
time ,,, ,jllle, upon .dwan<:<d notko/ to b"t ""';,1>0". the <on"n' af l.co""r. \(> make ".",-""'t<ri&1 
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~tiOl\S. allC"fMions tcnOVIoliOR5, rrplai;cmen1S and cbaniCS (lIcrcinat\n tomrtlmeJ rrfcmd 10 
rollccllvtl)' • ~aJ1eJa1ions'") III Dr 10 \be ExistiJIg lmpro.~ts, \he New ]mpro'_ts.rld e>thcr 
impn>vtmcnlllocaled on the: Propaty (inc]udina. witboullimitalioll, parkin& areu. Iidewalks aqd 

~&). WBRP WI] kttp Lessor advisrd of.ol] alI<:rationt and shall provide Lcuor with 
JChm\atie dnwinp of Ifeas of the Property 1;5 modified by 1iIl)' altclMions. AlIIIed brn:in, ~1\Dno 
malerial.ltcnl\ioosft WI] mean or include: dllllie, o(interiof dnnising walls, i*l"Itina. e&rpo:linc 
or ncor covcrin8 within Jbco New ImproVt"lmlllll or 0Iher improvcmenll. 

Seclion IJ Allera lio,," R«juiri0 i Coonnl. Notwithslanding Seclion 8.1 above, any 
Major [mprovrmenlll (u defined in Section 3. 1) shall be subject 10 !he provisioM of Section) 
above. 

St=~l iD. 8.4 No Allthority 10 8iQd Ltuor'. loleru t. It il the intenl orthe partieslhat 
neither waRP 110' any of WBRP's IIItnlS, employees, rqmseTItativcs, conlnlctors Of 

JUbcontrllClOI"lI smoll have an)' powel or authority to do any act or thin, or 10 make an)' tontrfl(:l or 
Ign:emenl which $hall ""ult in the crealion of any me<:hanie'l Or materialmen'. lien or claim 
upon o. against Les,"' or LessOr's fee simple inte"'ll in the Properly. This 50:0;lion does nol 
,,,,,te addilional dllti", 01 cOTUC<[ucnCtS beyond lhose sel fonh in Section 3.1. 

Secllon 8.5 lIatardoUJ Sobsl. noes. 

1.5.1 bi, ling CoadltiollS. l.essol ~nlS and W&IlII'lI$ thai il has provided 
!O WaRP 1111 PIwe I, Phase II, o. other cnvironml'Jltalassessmcnls, asbeslos or lead plinll1udies 
or investiptions, or olhcr rc:po/U and invcltiptiOIll in ilS poueaion rc:lalini 10 the 
environmental condition of the Property and the existence of any Ilazardous 5uhltanc:c. in, on, 
Ot IIIlCkr the PropMy. 1..cssor fW"1ber represeroll and .....-.anll that il bas no..:cuaJ knowledge of 
the existen« or likel)' exillCJ"lCC of any Huardous Sulmanocs on, In, CO' under the Property 
uo:epl .. idmtiflCd in the 1"CJlO'IS WI hive heal Jlvc-n 10 WaRP. An.y Iw.ardous SIIbstantcs 
~lly in existence on or "'ithin tho Property WI: Kf~d 10 herein as the ~Exiuing 
Hautdous SubsWlccs. ft 

8.s.1 Re_dialin .. or E.J; istini Uau.rdou. S~ bSlI"fN. If in tonneaion with 
the coruttucliOll and dc\·elopmcnt of L'>c New ImprovcmcmtJ, Existi.n& Hazardous Sublllnc:cs are 
discoveml on the Property, or on oodjKClt property havina ori,irlll\ed from the PTopaty, which 
must be retnedi.ted (intludini asbcsto$ which mllSl be n:tn0>'t(\ beron: demohlbinalllY Cllillin& 
JlnIC1urcs), Lc.!.5or A&IeC5 III Lcssor'$ COS( 10 Icmcdiate such Existin, Haurdous Su\:>sunccs co 
meet the requiremenu o f Environmental Law in liJltt of the inundcd 11M of the Ptopcny. 
I.cssor'l obtililions with respect there'D shall ~ limited \(> \be inc:r=cntal com direotly 
u5O<:ialed with such remediation (includil\i tcstU>a. reportini and monilori", ~ui"'lMnu), but 
$hill not incluck the costs !hal otherwise would be intun-ed in «mneetion with thl: tonstructiOll 
of the New Improvcmcnu in the absmo;e of l\I(h Existina Hl4rdoua SUbl\lncel. By W1Iy of 
exltnple, if Existinll Hazardous Subn."ccs WI: di$Coverci in an If"t!l of lh1: PYopert)' lhal is 
rc:quired 1(1 ~ exgoVlolN in III)' event in CQruttction with the cOIUlnlCtion of the New 
Improvcments, WBRP will ",main 'f5POll!iblc for the nonnal eXClv.cion and disposal cost" and 
Lessor shall ~ responsible for the additional cosu ofucavluon and dispos&l (inctud in, testing, 
reponing and monitoring) due !O the prt"s¢oce of Existing Hazardous Substances. 
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In tOMtl:lion with the re medialion of ExiSling Hazudoll$ Substances, Lessor agru. to 
seck a no-I\ltth~r action ("NFA") <ldemllnallon lTom t~ Washonglon D<=partmenl of Ecology 
with rcspo:t to lily C)clll-UP cOllducled by Lessor. waRP aclrnowledllc~ and agrcQ that recoipl 
ofan NFA m~y requirc Lesso r to extl:ute llld ,""cord against the Propeny one: or more restrietive 
covenants restricting use of the Propeny, induding without limitation SllCh reStrictions u: 
prohibi ting Ihe taking of groWidwater from lhe ?ropcny excepl for monitoring and sampling, 
limiting sile uses 10 industrial 0. commcn::ial use., indIor requiring futUK re"",diation of areas 
not excavated or remediated. waRP agrees to consenl 10 any such restricrions, provicled such 
n::strietioll! do not unreasonllbly inlerfere with WBRP's inlended uSC and "'1io~nt of lhe: 
Propeny and do nOI materiall y increase the: costs ofconlllnJction of the New Impr(lvements. 

8.5.3 L.nor 's Indemnity; Rele:ut. Lessor shall ind."lllify, defend and hold 
harmless WBRP and irs officers, dir«tors, agents, employees, ,uc«'$SOrs, lSligns, affi iiat.s, 
subsidiaries and parent companies (if any) (coUeetively, the "Indemnified Panies'') nom iIIld 
against any third-party claims for the cleanup, inVC'ltigation, It:SIing or r.mo,·al of the EJ<isting 
HllZIIrdous Substances. Subject to such indemni fie.tion, and Lessor's obligation to remediate 
PUl'S"",,1 to Section g.5.2 above, WBRP agtees to accept !he Property in "as-is" .nvironmental 
conditiOfl, and further agrees to y,";ve and release any and all claitrul (including, without 
lim;Ultion, diminu60n in value of its l.asehold estate and $mages for 10M Or re~!riction of use or 
lost profi ts) against U$SOI" for any claim~, losses, damag.s.judgments Or liabilities arising out of 
the Ex isting Hazardous Sub5WlceS. However, nothing in this Section 85.3 shall constitute. 
~I.asc of any unreiated third parties that may have legal responsibility for th~ t.\I.;!tcnc:c or 
presence ofHourdous SUbmnce5 on the: Propeny. 

8.5.4 WBRP CO lllpliaott and Indemnify. WBRP shall comply with all 
f~cral, state and local laws, ordinancos, roles an<! regulations rel~ting to the handling, use, 
generalion, accumulation, storage, U"an.lportation, disposal, tr.atm.nt or sa le nf all Haza:dous 
Substances in, on or under ~ Property or the New Impmvemeo\.S and first arising On OJ alkr th~ 
date of this uusc with respect to tho;: use or occupancy of !he Property by WBRP or ilS 
S\lbtenanlS and their successors IIr!d assign.! (the "New Hazardous Substances). 

WBRP shall give nOlite to Lessor prompdy after l.arning of any ~lease nf any New 
Hazardous Substances on 0. at the Property, or the New lmprovemenlS Of, ifcaused by WBRP or 
any subtenant, on the S\llTQ""ding environm.nt in each case that eorunirules a violation of any 
Environmental La""! n. p.esents any danger to humllll health or safety. This notice shall include 
e description of measures taken or proposed to be taken by WBRP to obtain andlo. I1:medy the 
release <U\d any reS\ll!ing damage to propeny, perl<>ns Or the: enviroomeol. At WBRP's OW1\ 
c~pense. WBRP shall promptly take all Sleps n«enary to contain and remedy any relellSe of 
New Hourdous SubslallCes in, on or under the Propeny, the: New Improvements or SWT"O""ding 
envirorun.nt by WBRP or its agena, employe<:s, lnvit""s or S\lbtcnants, and all r<sultant damage ' 
or injury \0 property, persons and the environmenl, all in accordance with Environmental Laws. 

. U""" termination of this Leuse-, WBRP s~1 remove all New Hazardous Substances not in 
cxisttnce on the Property or S\Im'l""ding properties On the Effectiv~ Oate and shall 
decontaminate, decommi~ion and, in the ease of infectiOll$ Or biologkal ~, slerilize all 
arcas in the Property, the New Improvements in which New HllUrdous SubS1an<:es we~ 
gene,al~, stored, lCO;umubted, l1:!eased, Or otherwise prtsenl, 10 a level not to~ie to humans or 
.. "imar. and OIl, ....... .., i" ""co,d~_ will, Enyi,o"",.nlol L.a.w •. WORP >halt indemnify, defend 
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and hold Lessor hannlesl from any and all e!aiITlS, dcmandJ, damages, costs, r..,s, prnalties, and 
charges assened against, imposed upon, and incuned by T..e$,SQ' (including f.er and com of 
attorneys, COnsUltiUlts, I~boratory teSiing charges and personal irljwy claims) lIS a result of any of 
the: following actions or omillSions ofWBRP. or its .mployees,ag<:nts, invitees 0' sublCnanU that 
constitut .. a violalion of any EnviTOllmental Laws Or presents any danger to human he:alth Or 
safety: (l) the handling, use, g~netlltion, accumwation, storage, itIImporlation. disposal, 
\reatme"t andlo. sale of New Hazardou! Sub5l<lJlCes at !he Property, or New bnpro"emenrs; 
<ii) the rele..., of l\IIy New HlUItdo<lS Sub.stancc On 0. al the Prope"y, or New Improvements; 
(iii) thc failure to comply with any Environmental Laws; (iv) the failUK to remove all New 
Haza«lo-us Subs\llJ\Ces or 1M: failure to derontarninate, decommission, or. in the case of 
infectious or bioloSIca) hazards, sterilize: all areas in the Property in which any of New 
Hazardous Substilllces w<:re generated, stored, handled, atalmulated, ~leased or othe:rwisc 
present, to a level nOl toxic to humans Or animals and o~~erwi", in acc ordance with 
EnviroJUnenul Laws; and (lI) the failure to comply with lilly other requir<lment of this 
Seclion 8.5. Notwilhstanding the foregoing, WI3RP's indemnity shall not apply 10 any matter 
when: the University bas indemnified T..elsor directly . . 

8.5.S lnl'ipcd T.r ..... As used in this LeU(, a "Hazardous Substance" means 
any matter induding petrolewn prod ... rs and by-products, ASbestos, infectious waste and any 
other materials, which is now or I\creafter dt1iil"a.t~ .. a hazardous substance pursuanl to 
Section 101 of the Comprehensive Environmental Rcsponsc, Compensation and l.. iabilily Act of 
1980, 42 U.S.C. %01,,, gg., or that is now or hereafler regulated by applicable EnvifOnmenllll 
Laws; I!IId "13m;ro"",",nlal Laws" mean any federal, SUItt or local iaw, rule o. regularion 
p<rtaining to health, industrial hygie~ or environmenlDl conditioM of the Propeny, including, 
Without limilDlion, the Comprehenlli"" Environmental Response, Compcnsalion and Liability 
Act of 1980 (,'CERCUj, 42 U.S.C. Section 9601 ~ &g., \1$ amended by the: Superftwd 
Amendmentl and Reauthorization Act of 1986 (pL 99·499), the Hwmklus MOlcrials 
Tr8fl~portation Act, 49 U.S.C. Section 1801. ~ sg., the TOKic Substan<:c Control Act, IS U.S.c. 
Section 2601, " KlI., and the Rewurce Con~"'ation and Recovery Act of 1976, U Mlended 
("RCRA'), ~2 U.S.C. Scclion 6901, ,, KlI., and the Washin,gton SUt. Model Toxic. Control Act 
(eh. 70.IOSD RCW). 

8 .~.6 Sublenants. The provisions of Section 8j.4 .haI1 aI", be fully .pplicabi~ 
to all sub1.(!IlInts lit the Prop<rty (including the University under the Phase 3.2 Sublease or the 
PIt.uc 3.2 Facilities uase), and the irKlemnification SCI forth in Section 8.5.4 above shall.lso run 
dir«tly from ~uch S\lbtenants for the benefit of Lessor (with a similar indemnification included 
in aU subl.ases (or the direct benefit of Lesoor). A bio-hazards handling and management plan 
prepar.d by the University Or <U\y other sublenant in the Propeny who handles New Hazardoll$ 
Substances a\ the: Property shall be p.ovid.d to Les",r IlMually. All handling or !tIIllIagement of 
New Haurdou. SubstanCe. and biohazards shall indude a disposal program (includinll all 
manifests regarding disposal in appropriate di.posal f""Hiti .. ) in full compliance .... ith applicahle 
law. Lessor shall be enlitled, at Lessor's expe""', to review all records I1:garding all handling, 
management and disposal of New Hazardous Substances upon request. 

Upon request by Lessor, WllRP andIor applicable subtenants will also provide to Lessor 
topies of all pcrmilS, authorizations or eflti!lemenu obtained Or required \0 be obtained with 
respect 10 the hand ling of New Haurdou. Substances al the Propeny, and complele copi .. of all 
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C(lmpliance repC>rU or similar infonnl!ion required 10 be m.inllined 01" filed in connec:Uon with 
~u<;h ~its, .ulhori:uuiC>nJ Irld entitlements. 

ARTICLE9. 

ASSICNMENT AND SUaU1TINC 

SKliG .. 9. 1 WDRP'. RlChlio AS!if;~ . Subjec:11O the- priC>r wrinm C(lnsen! of Lessor, 
and rub)cct If) tasor'l ""'I of lint oppC>rtwlily as described in Sectioft 9.7 belc>w, WBRP shall 
ha~ the right. to ISlip III entin: int=:st in this Lease (bul 001 jlUt • portiolIlhercof) 10 any other 
party if: (i)'I!he lime of ISSillJlfMllt WBRP is nor in dcflllll ttndcT IrlY of ill obliptions under 
thil Lease; (ii) !he proposed assignee agrees in v.Tilins to be bound by ud auUn>C thc: tcnru of 
this Lease; and (iii)the proposed lS,ignee is • qualified SOI('X3) neln·profit orpniution 
C>fpniwl for purposes similar tc> toosec>(WBRP and C>pmIling in I similar ~r c>r, in U5$Or's 
rus<)nBble judiJllcn!, financilllly capable ofperfc>rmina WBRP's obligalions under thi.l..use lind 
is an e~p"rienced owner, operalOl" and/OI" maMgCr c>f projects similllr in lind to tbe Properly. 
WBRP ~lll provide Lessor with II leasl thirty (30) days prior written notice of any propclsed 
assignment hcreunder, including the identity c>f the p!OpC>scd assiptee. WBRP shall provide 
It-5$Or with roth IddiliC>nal informalion as lesS(). shall reSSQnl.bly rtqllCSI n:gard,nl the proposed 
assignee, its fmanc:iJl $WUII and expericPCC. Provided the conditiC>1\I set fC>rth ill c1~_ (i) 
throllab (iii).nove arc fully Slli.fied with n:5pCC1 IO. fll\l assipmtnt c>f WBRP', intcrc:st in !hi. 
Lease, then L«sC>r 'grus If) rcle~ !he 8$5ianor from l!.ability for the dutieJand c>bligalions of 
WBRP hcmIndct arising from and ~ the effcctivo: date c>f such u.signmenl . All eo:5lI and f~1 
rusonably iDcurmi by Lessor in connection with n:viewi'1g uy requeR by WBRP for wS()r's 
coa.scnl tC> f>f 1ppfO>'aI c>f any aui"""enI., nondiltllfbanc:e agreemenl or simiw lI"IIISICtion 
c:ontcmplaled under Anicle 9 shall be n:imbursed by WBRP 10 Le-$Sor promptly upon demlnd. 

In the event WBRP assigrt$ its entire interest in llIis Lease in lCCordance with this 
Section 9.1 ., • lime wl>tn the Development Apermcnt ;s Rill in full foo:e end effect, the 
&!5ignmenllhall . lS() ineltKlc lhe Dcv<:IC>pIt1enl Agreement, and lhe usignec of WBRP's in!eresl 
;n !his LcMC ,halt .IS() . ssume.11 ofWBRP'1 oblillstiol\l W)(\e, the ~velopment Agreement. 

~. I . l A !5ir;qm~Q l to Ib~ University. WBRP shall alS() hlv<:!he rillAl f.O assisn 
it! ent;re interesl in llIis leue (bU! IIClljllSl a portion the_I) Ic> Ihc University, provided lhat the 
University'irct':l in ... -ril'ng to be bound by and 1(1 assume 1M cenTIS ofllli, Lease (with the fc>nn 
of such u.signmcnl and uswnption 10 be I"CISIlMbly ac"ptable 10 l.cuor). Upon such 
... ianmem and auwnpOOo, and.t!be request c>fWDRP, the PJwe 3.2 Sublease f>f the P!we 3.2 
fscililics Lease, III applicable, m.y lCnniMle. WBRP and I..e$$Or IiCknowledge that in the event 
the Bonds issued utKIet Sectic>n 11 .2 below 10 finance JlIOf" • ponion of the c:o:N f.O c:oastrud the 
New ImplUvemcnts Me "63·20" bonds, WBRP intends 10 tnrtsfcr ill rights tC> Ibc New 
Improvements and l$Iill" this Lease to the lIni\'U1ity upon tho full n:paymml and rctiremenl c>f 
5I>Ch Bnnd5. 

Upon full assignment of WBRP's inlcrest in thi' Lease to the Univcnity and the full 
lSSUmptiC>n thcrc:of by the University, Less,n .grees IC> re!(QC WBRP from liabilily fc>r Ihe 
dUlies and obligaliC>At c>f WBRP hereunder anlina from .,.d afier the effective date of such 
''';I1""",n' Alt en .. , .nrl r .... ", t .... snn~hly ine,,"~d hy 1.e .• 1Or in ooo""",;"n wi,h reviewing . ny 
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assill'lment and approving the fonn of assipunent and I>SlumptiOn by !he University shal l be 
reimbursed by WBRP to Lessor promptly upon detnallii. 

SHliol9.2 Sublfau to tile U"h·eni ty. SimultantO\lilly ~rewith, W8RP ~ enlcwi 
into the PIwc 3.2 SlIbleilSC with the Univenity, and in COMedion with the furun: devdoptl"lent c>f 
N~ lmpro~ments, WBRP eJ<))«ts to enter inf.O \he: P~ 3.2 FKilities Lease with 1M 
University. Lessor ~ '!'Proved the fonn of 1M Pluose 3.2 Sublease and Lessor agrees 1\01 10 
UIIR:IISOnably withl>old its con5<'nt '" • Phase 3.2 f acilitiet lusc $lIbstant.i&1ly similar 10 the 
fxililies leu:: bet_ the Phase 3.1 Ground I..nse and lilt Univasity n:fnenccd in the l . l 
Gn>und Lease (and upon accutiCNI of the Pbuc 3.2 facilities Lease by WBPJ' and lilt Univmity 
and the Ipproval of lhe Pha$e 3.2 fao;ilities I..cu: by I...ewor, the P~ 3.2 Sub-leue shill 
terminate). With n:$pec;l 10 the Phase 3.2 SublcaK and My Phase 3.2 Facilities Lease (a) WBRP 
agrees not to ammd.. re~ or alter 1M Pba'IC 3.2 Sublease or the Phuc 3.2 Fa(:iUties 1..eaoc Or 
&1Mt Illy wa;vers thtreuDder withoUl!he prior written ",nsent of Lenor (s~h consent not to be 
wtfeuoNbly withheld provided such amendmenl, revision, .Itmotion or waiver does 001 shorten 
the tenn,!Wucc the monetary o. c>1ht, obllgationJ of the University under the Phue 3.2 Sublease 
o. the Phase 3.2 FllCilities lease in a manner thaI ad~fSCly afff(;\S WBRP's .bili ly to perfonn its 
economic and other obligations hereunOc:r O. reduces Illy indemniliOlOlion or perfonnan«: 
obligations of lhe Univcrsity ttnde. the Phase 3.2 Sublease C>r !'!we 1.2 facHil'eJ Lease), 
(b) WBRP sha!l promptly provide lnsor with copits of . 1I comspondelll:e an<! cc>mmwUo:lIlion 
between WBRP IIld the Univcnity ,egardinl any demands (Otr perfc>rm.!.IICC 01" Jllcacd def.ults 
IllICIcr such Phase 3.2 SublClSC Of Phase 3.2 hdlill" Le~ 01" changes in permitted IlseS, ..,d 
(c) the: Univcn;ty ,hill not bave 1M rip f.O 115;", or IftIlSfer doe PIwe 3.2 SublClSC 01 the Phase 
3.2 Fleili!i" ~ Otr furtbcr sublet the: Property ..... y pot1ion thrn:ofu«pt 1$ set forth ~n:;II. 

9.Z.1 S.ble lllQ or N .... l"" ...... emenll by the Ualvenlry Ualkr Ihe 
" . eililia LUff. Followin8!h~ ODJISIJUCunn c>f New Improvements and the 1e_ c>f SIKh New 
Improvements to the Univenity under the Phase 3.2 fac:ilities Lease, Lessor', wri~ cc>nsenl 
shall be lCqui,cd for Ultain subleases by the Univmity. I...ewor'l C(lRSent shall oot be requin:d 
fc>r (i) any fUbk~ by !he Universily to. IlOnprofll cntity c>r c>rganizalion (ineludina by way of 
c~ampJe, tI>c Fred Hutchinson Cancer Res<:an:h Cenler c>r Child.en's HOlpil31) wilh wbC>m Ihe 
University hal O' hat contrlcled to have. re5<'illeh, co. rc!ICttreh, joint venll11"e, or o!her 
Coo[lCTIII,ve .... anlemcnl fc>r biomedical o. biOlecbnk.1 n:search II!ld deve lopmen! o. fc>r any 
other party whose occupancy or. portion c>f the Propel1y is requi.ed lInikr the IIIIrlt or funding 
lIO\lR:e fOl" .uch reocareh (a ~R.,..an:h Port""r''), ....... (ii) c>. not more !han 2.500 squan: fcel 
.tlatin& to uy food ocMcc. 110 long III the University remains fully Ilnd uncondition.lly liable 
un<kr the f lC ilitics LuR and such sublcue is consisltnt with, and fUbtcnaot agrees in writing 10 
be bound by. lhe ~ c>f this Lease. In.oid.iticm, ~'. consenl Ihalll\Ol be required (or any 
sub\clsc by the University 10 Il"IOthcr nonproJil cntity Of orpniutictn for • UIC consistenl with 
the provisions c>f Seclion 1.3 above, provided I1IoCh sublease (slnpluly or in combination with 
other subLcucs 10 nonprofit entities or e>rpnizatlolllllC>! qualifyin, as a Rescmh PiI/1llI:r) ck>c:s 
not exceed 50,000 IIC1 n:nlable sq1WC (<<I in the P!opcl1y, Ind 110 Ic>ng .. the UniVU1ily remains 
fully and lUlCc>ndiliC>nl1ly liable III"IIk:r the Facilities LeIse II\d luch ,ublClSC is consillcnt with, 
and sub!enanl agrees in writinllO be bow>d by, !he Icrntl c>f!his Lea5c. 

Lessor's con",nt to a subJease wilh a palty otltcr than as providc.:l in lhe: immedialel y 
preceding pantllrRph (,nClud ,nQ a sllbl~a$C 10' for.prorll cnlity o. organization) may be wilhheld 
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ARTIC LE 10. 

DEFAULT 

5«.llon 10.1 Evenls of WBRP ~rMult. Each of the following shall be detrned an 
Evenl ofDefauli by WBRP and & material breach ofthiJ Lease: 

10.1. 1 Failun: by WBRP to pay any installmenl of Rent or to pay Imposilions (to 
the Ulenl WBRP is obligaled to pay WIle), insurance premiums, reimbursable ilems or other 
,umS of money herein stipulaled to be paid by WBRP if such fail",c shall continue for I period 
of len (10) days after notice Ihcreofhas been delive~ \0 WBRP: provided, bowever thai such 
failure to pay Renl and other monetary obligalions shall nOI constitute an Evenl ofDefauli for SO 
long as • default exists under !he do<:uments gov~m;ng the Bon~ and Ihe subordination 
provisions of5«.lioo 4.9 aR in effeel: or 

10.1,2 failure by \VBRP to penonn or observe any othtr lerms, tove!Ull>ts, 
conditions, agn:emcnts and provisions of this lease ifsuch fail ure shall continue fOt a period of 
thiny (lO) day, . fter notice I~reof hIlS bun de livered to WBRP (and if the: Univenily is • 
subtenant, 10 the: UnivClllily), eKCept thaI if any such failure cannot rea""r'IIIbly be cural within 
such thiny (30) day period and WSRP has promptly commented 10 cun: such failure, then no 
Evenl of Default · shal l exist and les.K>r shan nol · ha,'e!he righl 10 tenninale this lease Or 
WBRP', righl 10 p<>SSCl;sion pursuanl 10 Seclions 10.2.] and/or 10.2.2 for so long as WBRP 
pursues in 11000 faith and with continued due diligence Ihe cure of socb fai lure, and provided 
such cUre is completed within a period of one hundred Iwenly (120) days af\er nOlice thcre<Jfhas 
been delivered to WB RP (and if the Univ"nity is a subtenanl, 10 the Univ..,ity). 

SuI IOn 10.2 LusoT M~mtdits for WBRP Defau lt. If any evenl of default OI:curs 
hereunder. less<lr ma)', at My time mcreafl~l prior 10 the Cl.lring Ihereof and without waiving 1111)' 
other righu hereunder. in addition 10 an)' other remedy wltie" lessor may have hereunder or by 
law or equity, either cumulati"ely or in the a1lernative, do one or more of me following : 

10.2,1 Subjecl to the provisions of Ankle I I hCTeOf wilh "'Speel to the rights of 
any Leasehold Mongagee, tenninate this lease by giving WBRP I<:n (10) days' written nollce 
Ihereo f (with a copy of SIIid notice al"" given 10 apy Leasehold MMgagee as provided in 
Article I I herC<ll), in 'l'bicll event this lellSC and the leasehold e~lale created hereb)' and all 
inlertSI of WB RP and all partin claiming by, Ihrough Or under WBRP Jhal/ alliomalically 
lenninale upon the effttti ve dale of such notice with the same force and effect and to the same 
exlenl"" iflhe crfective date of such notice wele the day originally lixtd in Article I hereof for 
the , xpiralion of the tcrm of Ihi, lease, and lu""r, iu ag<:~u or representatives, sltall have the 
right, wilhom funher demand or notice, 10 =mer and take pDS!iCssion of the Propeny, reserving 
lessor's ri&hl 10 seek dMlla&es. 

10.1.2 Subject to the provisions of Ankle 11 hereof with reSpecl 10 the rights of 
OIly leasehold Mongagee, lenn;nale WBRP' , riihl to possession of the Property and enjoyment 
of the renlS, issues and profits Iherefrom, withoullerminatinj thi.lease Or Lhe leasehold estate 
crealed heleby, ...,enler and talce possession of the Propen y and remOve all persons and propeny 
the...,from, with Or without protes.'l of l~"', without being deemed guilty of an)' matlllCt of 

-37-
H'''',,, 

trespass aod wilhoul pn:judiu to any remedies for any llI'eaches of covenants (inc!udinK the 
p;lymenl of rent), then existing Or theTeaflt, OCCUlTing, and kose, manage and operate the 
Property and collect the rents, i~ and prolirs therefrom, all for !he aceD",!! of Lessor fOl 

application against and cmii\to the sluisfaetion of WBRP's oblillations hertunder the nel lema! 
thus received (after df duCUng therefrom all reasonable msu l1!ld expenses of repossess ing, 
leasin!!. m&nllging and openlling the Prop<:rty). Lx_r shall use reasonable good faith effOl1.'l 10 
mitigate the injwy, loss or dam.ge. ae<:ruing from any Sllth default ofWBR? 

10.2.3 Cllre any such default or any portion thaeof for the accounl of and at Ihc 
expense of WBRP eilh", eoncum:ntly with, Or at My lime before Or after, the exercise of any 
olher remedy granled hefein Ot by law, in which evenl all easu and expenses rellSOnably paid or 
incUl'1'Cd by Lessor in eonnc:ction willi the curing of such default sbll be due and payable by 
WBRP to Lessor immedialely. 

10.2.4 Lessor shall not be deemed to have tcnninBtcd this '-"ase or WBRP'. 
liability hereunder by any act of Le!iSOr, including withoul limitll1ion, any repossession, "",ntry 
or relening. unless Les""r expressly notifies WBRP in writing that il elecl$ to lenninate this 
Lelm: nor , kall any legal action laken by Les""r against WDRP by and of iuelflerminalt Ihis 
lease or WBRP's liability hereunder (regard Ie!!! of any cause of aclion or praym for relief 
\herdn conlained) unless judgment is enlered therein lenninaling this leax. 

t o.2.S If WBRP faib 10 ...,move WBRP·, Propeny within thiny (30) days a fkr 
re«ipt of wrinen notice of the tennination of this lease, Ihen lessor may ",move the same ll! 
WBRP's expense, or may !real such propeny as having been ab<mdoned and, subjecl to lhe righu 
of an)' Ihird pilltiu, said propeny sball bel:ome the property of Lessor and Lessor may use, !iC1I 
Or ot~rwise dispose of all such property in such manna as Le$sOr deems rusonably advisable. 

10.1.6 Unless otherwise specifically provided he""n, any sum payable to lessor 
hereunder which is not paid when due (but nol Renl or Olher monewy obligations thaI an: 
deferred due While the Renlsubordination is effective p<1l'uant fO 5«.t;on 4.9) shall bear intere" 
al the Def.ull Ral<: from the dale the same bcocomes due until paid. As used he",in, the lerm 
"Ddault Rate" sball mean the ptlbli~ly lI/ttIOurx:ed prj"", lending rale of Bank of America. N.A., 
Or iu sucttSSOr, ehangins from lime to time, plus r."" hundred (500) basis points (5%). 

80<:110 .. 10.3 Cllmul . I;n Remedies; No Waiver of Default. No rcmtdy herei n Or 
othcrwi!iC conferred llpon or TCSCrved 10 Lessor shaU be eon$ideml exclusive ofony other remedy, 
bul the WIle shall be cwnulative and shall be in addition to every other remedy gi~n hereunder 
Or oow Or hereafter e"i"inllat law or in equity or by stalule: and every power and remedy given 
by Ihis lease 10 lessor may be exerei!iCd from time to time and as ollen as OCClIsion ma)' ari.., 
which may be d..,med expedienl by lessor, as the ease may be. No delay or omission by Les'lOr 
to exereise any right or power arising from any defaull under Ihis Lease shall impair My sllCh 
right or power. No ".'Diver of ony bre""h of any covenant Or provisioo of this lease shall be 
constnJed to be a w&iv.r of any Olher or .ubsequtnt b",ach of the same or of any other covenanl 
or provision. 

Section 10.4 Provision ror Allo rn ~YI' Feel. If WDRP Or lessor defaults in !he 
"",rform"" .. of or olh.rwi,e breaehe. any of the I .. m.o, covenants, condition., as",omentg. <>t 
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(j) wlehold MOr1g_gce'. Right to Int.rvene. lessor shall 
give each leasehoold Mortgagee of whi~h lessor hali nOlice prompt notice of any lUbitllllion or 
Ictal proceedings between lessor 8l>d WBRP involving obligalions under this lease. Each such 
I..casehold Mortgagee shall have !he righl 10 inmvenc in lillY such proceedings and be made a 
pany 10 sucb pro<:eedingl, and Ihe parties herelO do hereby consenl to 'llCh inlervention. No 
leasehold MOrIgagee which intervenes in any such prOCeeding shall be ~nlilled to reed~ l1li 

award of allome~.' fees from lessOr. Ally intervening leasehold Mortgagee sl!.all be bound by 
the oulcome of such pro=dings. In the event thai any leasehold Mortgagee shall not elccl to 
intervene or b«omc a pany to any such pl"OC<:Cdings, lessor .ball give!hc leasebold Mongagcc 
ootice of, and a copy of any award Or decision made in any such proceedings, which shall be 
binding On alllealichoid Mortgagees nol intervening after receipl ofootice of such proceedings. 

(k) /10·0 Merger of LeanboW Eslale and t"n tnlneS!. So 
lon& as My Leasehold Mortgage is in e~isl.n<:e, unless alll.easchoid Mortgagees shall ntheTWise 
eKpressly CQltSem in "'Titing or Lessor shall b.:tve tmnin':l1ed Ihi5 lease in accordance with the 
terms bereof, the fee lille to the Property ... 01 the Leasehold Estate of WBRP IlIe~in crealed by 
this lease shall nol mergt bul shall rcmain separate and dislincl, nOlwitbstandinlthe acquisition 
C>f said fee title and said Leasehold Estate by leSSOl or by WBRP or by a third party, by 
purchasc:r '" OIherwise. 

(I) Notifa to Lranh(lld Mor1,a,eu. Notices from 1.= 10 
Ihe Leasehold Mnrtgagcc sllall be mailed 10 the address furnished Lessor pw.uant to 
Section 11.1.1 and those from the: Leasehold MQ"gagce to l.essor shan be mailed 10 the Bdtkess 
dC"K""",d pu",,,,,,,, '0 tha provisi ..... of Miele 14. Such not;o", donund ""d req""st. ,hall be 
given in tile manncr described in Artiele 14 and shall in al l respecu be: governed by me 
provisio,," of thai Article. 

(m) R.se rvalion IIf RighlJ 10 Correcl Mi' t. ku. No paymenl 
made 10 Lessor by a Leasehold MOI1gasee shall c...",litule agrcemenlthal such payment was, in 
fac!, due under the terms of this Lease; nnd 1liiy Leasehold Mortgagee having made any paymenl 
10 Lessnr P~I"liU3J)IIQ Lessor's "'wn&ful, improper or mistaken oolice or demand shall be enlitled 
to·the relum of any sucb paymenl Or portion Ihcroofprovided written demand therefor shall have 
been deli,·cred not later than one (I) year after!hc date of.lICh payment. 

(n) Bankrupt cy nf Lenor or W8R1'. In the event of any 
proceeding by eithe, leswr Of WBRP under the United Stales Bankruptcy Code (fitle 11 
U.S.C.) as now Or hereafter in effect 

(i) If thi. Lease is ",jecled in conneclion with a 
bankruplcy proceeding by WBRP or a tru~IU in bankruptcy for WBRP, JUCh rejeclion shall be 
dee:med an assignment by WBRP In lhe Leasehold MQrtgasce (or if there is more than Qn<= 

Leasehold Mortgagee, to me Qne higheSI;n priorily) of the Leasebold ESlale and all of W8RP's 
inte",S! under this lease, in the Mture of an lIS$ignmenl in lieu Qf fo=lo ..... , and this Lease 
sball not tenninate and lhe Leasehold Mortgagee: shall ha,·e all the righl. of the leasehold 
Mortgagee under this Article II as if sucb bankruptcy proceeding bad nQI occurred, unless..,.,h 
Leasehold Mortgagee shall reject such deemed assignment by notiee in "'Tiling to Lessor wimin 
Ihirty (30) days following rejection of this lease by WBRP or WBRP'.truslee in bankruptcy. If 

~,-,,.,,, .... 

any eoun of comperen! jwi~iction shall dtICnnine thaI this lease shall have be.., !enninated 
IIOtwithstanding Ihe terms of the precedi~ senteMe as a result of rejection by WBRP Or the 
truStee in ~onneclion "";Ih 1liiy such prO<:ceding, the righu of any Leasehold Mortgagee 10. New 
lease from Lessor pUrsuanl to Sefiion 11.1.2(e) hereof shall not be: affecled Ihereby. 

(ii) If this uase is rejected by Ltssor 0, by Lessor's 
truStee in bankrupley: 

CA) WBRP shall nOi have the righl 10 mat this 
Lease as terminated eJlcept with the prior Minen colm'nt of all Leasehold ),{nrtgagce.; ... d the 
right 10 treat this Lease IS ICnninated in 'l'I'h evenl shal! be: deemed anigned to each ... d every 
Leasehold Mortgagee, wbelhcr or not Specifically set forth in any JUCh Leasehold MOI1gage, SO 
thai the concurrence in writing of waRP and each Leasehold MOI1gago:e shall be requi.ed as a 
cnndition 10 trealing this I.ease as Irrminated in ~QlU1ection with such proceeding. 

(B) If Ihis Lease is not milted as terminated in 
accordance wim Section 11.1.2(n)(;) abo"", Ihen this Lease shall continue in effect upnn all the 
lenns and conditions set fOrth berein, ino<\lding Renl, but e~cluding mjuirements llIal are nol 
then applicable or peniMnl 10 Ihe remainder of Ihe term ltereof. Thereafter, WBRP 0 ' iu 
.ucce$SOr$ sholl be entitled to any offsets againsl 'cnl payable hereunder fOI any damages arising 
from .""h rejection and lIllY such Offsel properly made shall 001 be deemed a default under this 
Lease. "The Ji~n of 1liiy leasehold Mortgage !hcn in effect shall extend IQ tbe conlinuing 
possessory righl5 of waRP following such rej«:lion wilh th~ same priority wim ",Spe~tlO each 
."ch Le~..,hold Mortgll.l!<'" il "",,\lId h.veenjoyed had..,.,11 .-.jecl;"" nollaken ploce. 

(0) Leasthold ~1Grt,agu Prot •• lilln. 1)0 No l Dimin ish 
C laim. Api •• t WBRP. The riglll! ora t.ca .. hold Mortgage< hereunder shall nOi diminish any 
righl or claim of Lessor against WBRP. 

11.1.3 Anign menl by Le.nhold Mortgagee. Nnlwiihstanding any Qther 
provision of mis Lease, if any Leasehold Mortgagee o. othc:r succeSSOt in inlereS! sball acquire 
litle to WBRI". inlcfcst in Ihis Lease by foreclosure or other sale pursllMl 10 a leasehold 
Mort&age thereon Or by assigrunenl in lieunf forec:losure or by an assignment from I designee Or 
wholly owned 'ubsidilf}" corporal ion of such Leasehold Mortgagee, or under a New Lease 
purslWll 10 thi. Section 11.1, s""h leasehold Mortgagee may as!ign SlICh lease and shall 
ther~upon be released from .... lliabi!ily for the ~rformance or observance Qfthc: covenants..,d 
conditions in "leh lease conUlined On the W8 1U"s part to be perfonned tuld observed from and 
after the date of such assignmenl; provided Ihal Ihe assignec ofsuch Leasehold Mortpgee shall 
bave assWfled such)ease in acco,dance with Sectioo9.1; ""d, funhc:r provided that, if such 
Leasehold Martilagee acquired its Leasehold Mortgage after completion of conslnl<:tion of the 
New Improvements, thtn sucb assign",. ,hall be ... leased only u follows: 

(.) A •• condition to such release, such ISsignor, allhc time of 
sueh assignment. shall have complied with all the requi,ements described in Seelinn 11.1.2(d)(i) 
above; and 
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(b) Slictl fCLcasc $hall !lOt i""I\Ide any claims or oblip:.ioN 
"ilkh arose during the period of possession by .... h aqiJP>Of. 

m Ilo" 11 .2 Tu Eumpl }'Iunel"" WBRP may elKt 10 finance all or a portion of 
the C05IJ to consuuet the New Improvemrnu, or .0 fCli1llloJl« tbe costs of sucll conslnlC\ion, 
pUrSUIUl. 10 l&X~xcmpl bonds KCIIlCd by tile p.1Iymn. of <1:"1 under the Facilities Lease. Till<' 
exempt ~mcin" 1lvou&h the i_ of_II bond, shall be permitted under this lease,""'" I/Ie 
trustee of such bondJ s/lall he • Leasehold Monaaa« WIde. the provisiOns of Seclion Il.llbGvc. 

S ... ioa 11.3 Fn MOr1,a,e. Nothing C"On!airlCd herein shall impair the light of IAssot 
10 mortgage or otherwise encwnbtr ilS fcc in.e.en in \lie Property Of its intCfcst in !his Lease, 
provided thaI nell ""'h mOr"1\lI,C or eneurnl7ranec s.haIl be subject 10 this Lease and WBRP's 
tights and 1_/o(Ild 0$1.11<: hercWldc •. 

ARTICLE 12. 

CONDEMNATION 

S~dion 12.1 TO I.I Tl kinll. Lessor IIUl WBRP alJf1'e thill should the whol. of the: 
Property (i.e., both the Leascbcld Inlerest lherein and lo:5$O"S fcc simple inlerost) be taken 
(which 1C,," when used in IlIi, Articl~ 12 shall inch"'. any I;Onvcyance in avoidance I" JCulemenl 
ofcondemnillion or eminen. domain procccdilljl) by lbe IIOVCmrllCnl Or!he United Stal~ Sl8\e of 
Washi"ilOn. o. any elhc. Bovcmmcnl Of power wNolSOCYef, or by any corporalion .. :KI •• !he righl 
of emi .... nl dc~n. II\" shoIIld tho: whole orllle P~rty and improvemCflts be condcmncd by any 
1:OW"\, ~ily, Sllte, _Iy Of 8Ovcmmcn\fll authority 01 omu, dcpattrncn. 0< bureau of the city, 
CO\lllI)', .we, Of United SIIIeS, lhcn this leU!: s.haIl tmnilIate all of!~ date of talcinB of 
~n by !he ccndcmning ...montie. (followinl any appticabJ,e lep) action and an appuls 
willi !Upffi 10 S\K:h rishl of posscuioa) lind the .-d will be allocated and disuibu.cd o. the 
basi, oh CllrTCnt valuarlon of each such party', Jnlmst in the Propcny. 

Seclion 12.2 P"'II,I Tlklng. Lcuo< and WBRP ~ WI should the fcc simple title 
10. pan of!he P~r1y be takm by 1bc JOVCfIII!>e!\I of the United Sl.lIeI, Slale of Washington, ..... 
""Y oW, lO~rnmcnt or power whatJocvcr. or by any corporalion under tile rilJbt of em,nent 
domain, 0' should a part of the Property be condcnmcd by illY COW1, cil)' stale, COUllI)' Of 

go~"",,",,111 'IIthority or offic:c. depanmml Of blRllu of the cit)', count)', swe Of Uniled StalCl, 
1hcn ;n such cvcm Ibis Lease Ihall nevertheless tonlinue in effccl II 10 !he .emainder of the 
Propc1"I}' ""r_ in ~'. and WBRP', j!Jdlrt><onl aD much of the p .... y Jhall 11$ so lal<c:n or 
condemned as to make il econcmltaIly IIfIIIIUf\d to lItIempl lO USC \lie fClI"IIiDdcf fOf tbt II.'iCJ and 
purpo_ con.empllted be,ein, in which l.ner cven. !his lo:ase shall termiJlale all ef the dMc of 
lakin& of POSSCS5;On by the ~n6cmnin. aulhori!)' in lhe woe mannet all if \he whole of \lie 
l'ropcrty had been lh'" laken or condemned; pr<lYidcd, bcwcvc., thll if a Leasehold Mort&-&e 
then Cl\CUmbe ... the Pm""rty Ibi, lo:ase ,ht.U 1\01 terminl.e without the prior wrincn collSCnl oft'" 
Leasehold Mortpgec. In th~ event of ~h .lldna or condemnation of a po1"tion of the Propcny 
where thil LcaM: il not lCnninl(ed .heftby undtr the provision, of the first sentence or this 
Section 122, Renl paylbl. durinll lhe remainder of II>c rem> of rhis Lease after raking of 
posse~on by .u.id condemninB aurllctity shall be rMuccd on • jusl lUI<! propor1ionatc basi, 
"""'ideri .... \he: ",Iolive votu~ ""d :I<!"""_ roo.o,. of Iht ponton of 1M P,openy thu. talt.n or 
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condemntd u compamlto the: remainde, the:"",f ancIlal<in& into CONidcmiOfl the Ulenl, if any, 
II) whicb WBRP's usc of !he =Wnd.« of the: Propcr1)' shall have btm impaiml or inlmem! wi!h 
by IUSOfI 0( sucb panialllking or condemnation. 

SHI .... 12.3 A .. ard. If. pan of the ~r1y IIId improvements be wcn \If\dc, the 
po ....... of eminenl domain, or by eondcmnatlon proc«dinp and. !hi, I..eaR Is 1Cmli .... lcd by reason 
of such partial w..ing. and no Work (u herclnalW defined) will ha~ 10 be pe,formed u. 'Cluh 
liIe.wf, lhcn!he a"wd "ill be dislriblMd 10 Lepnr and WDRP in KCO<danoc wi!h Section 12.1. 
If a put of the: Propeny IIId improvement! he liken und.r the ~r of eminenl domain or by 
condemnation proceedingll and !his Lease: i$ not lerminated by fU¥ln of such partial taking, the 
award., including thai ma.de by reason of!hc laking of a porIion (and the damaJlelIO Lhe balV1Ce) 
oflhe improvements and appurtenances pla.ccd thereon by WBRP shill be distribll\Cd u folloW!: 

11.3.1 If the: balance of .said award or lwanls (induding cempensalion for the: 
New ImprovemenlS or (Ilbo. improvements or por1iona 1l1e.wf takcn, and damlagcs, Ifany, 10 the 
parts of the New Improvements and ether improvements nol SO taken) (herein IOInCtimcs 
rdem:d 10 all "Condemnalion Pro«cdsj .hall be in an ...-.ollnl of Two H""drM Tholl$&nd 
Dull.,s ($200,000) or less, ,uch Condemnalion Proceeds shall be paid 10 WORP fo' applicalion 
by WBRP 10 the Wo.k (""les.s C!herwi!.l: fcquirM by any Leasehold MOr1iP1IlCe), or if an IUnoUflI 

in neelS of Two 1l1..ndred "Thow:and Dollar. ($200,000) .hall be held IIId disbursed in 
1CC000dance with Miele 6. 

12.3.2 WBRP 'Mil commeno;c and ~al\n proc:ccd with rnsonabl. dili,eno;e 
to repai., a!.« and ~ the rcmaihinll put of tbe New lmprovemt:n\:l or other improvements 
so .. 10 cllnSl;f\I1c. functional """",,=ia! _. subject 10 JlICh changn or altellliorts .. WBRP 
and Lessor rna.y rusombly Ig1C'C 10 make (the: MWOrt."); provided, thal!he obJipiion of WBRP 
10 so .ePlil and reslOf"e shaH be limited 10 the CondClMltion Proceeds. Should the COlt "f the 
Work be estinwed by an architcci reasonably IICCeplibie 10 Leno .. lind WORP 10 be ill eJIUSS of 
Ibe Condemnalion I'roc«od, and WBRP fail, 10 ~ 10 repair, alrcr and restore the 
remaining pari of New Impw.cmcnll 01" other impoovcment.I within ninety (90) days.lkr!he 
amounl of 1bc CondtmNlion I'rIXccds is detcrminod, Lc:s.sor s.haIl have lhc opIion 10 tenninm 
this lo:_ by givinl Wlium nOOt:C thcmlf 10 WDRP, I1IbjCCI, "",,_, 10 the ripts of Any 
Lcasebcld MonlJlllC"C .. SlOt fOM in Sec:tion II.I and 1bc Ii&ht of WBRP 10 provide cvidenu 
fCISOnably 5IIisfactoty 10 I.Hsor thai WBRP his sccumI financinl sufflcienl 10 malte up any 
sbcr1ral1. In the even! of I tc:rminalion ofthil Lease II a mull ofWBRP', fail\LfC to commence 
and perform the WOfk this Lease sbal1lermlnale and ~ to Iln end as though Lhe dale of the 
laking -.e the .xpita.iOII date of the te"" of the Le.,. and the: Condemnation Proo:«dI shall be 
allocated between Lessol and WBRP in the same 11W\DOC. all provided in Section 12. 1. 

SNIIoII 12.4 Tu'ponry Takin,. If ilIe whele Of IlnY part of the Propeny or of 
WBRP', inltreU in this I.casc sball be Ilken in oondcmnation proccedinp Of by any rip. of 
eminent delTllin fOf a temporary"'" Of OCCUiW'CY, the lenn of lhis Lease shall 1101 be ~uccd o. 
.rrecled In any way and WBRP!haJJ conLinue le]llly in fuJI the Renl. Except only!O the txtelll 
1b.1 WBRP is prevented nem 10 doing purs\tlU"l' .0 the terms of.be oWe. of the condtmninll 
'U.herily, WBRP sbaU eonlin~e .0 perfO"" and obStrve all of the 0100 covenants, aar«mcnlS, 
lerms, and provi,ions of (hi, Lene lIS thouib such talr.inB lIad net ottllm:d. In the evenl of any 
luch takinll &I;n thi, Se,rien 12.4 fC~m:d 10, WBRP sh.U be eniitled.o '!=ctive the en.ire amOunt 
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of My award made for such taking whelher such .ward is paid by way of dam_Ies, renl or 
otherwise, unless such pcriod oftempo<acy use Or occupancy ,hall e xtend beyood !be expiralion 
dale of the tcrm of this Lease in which ease $UCh 8w.>nl, after pa.ymcnllO L~or therefrom of the 
estimal<:d COSI of renoration of Ihe Property to the extent thaI any sueh award is intended 10 

compensate for damage 10 lhe Property, shall be apportioned by Lessor and WBRP as of such dale 
of expiration in the same ralio thaI lhe pa11 of the enlire period for stICh compensalion is made 
falling before the date of expiralion BOd thaI pan falling after, bear 10 sUGh enl;~ period. 

S •• lion 11.5 Righl s of Lu .. hold MOr1 gagtc. If BOy Leasehold Mortgagu encumber 
the leasehold estale at [he lime of such wing, the Leasehold Mortgagees shall, In !be exlenl 
pennilled by law, be made a party 10 llIly condemnalion p"",ceding, if BOy sodesire. 

Melion 11.6 T,,<iog of Land Ooly. Notwilhstanding lhe other provi.ions of this 
Article 12. iflbe oply ponion of!he Property lake" isa ponion of!he Propert)' not improved with 
buildings or otlIer structures, then (a) upon such taking, R~nl shall be reduced based upon the 
5quan: footage of the IllIld taken in leI~lion 10 the squlfe footage of tile Propeny, and (b) 100% of 
the a"'ard shall be paid to Leno!. 

ARTICLE 13. 

WARRANTY Ol' PEACEFUL POSSESSIO N 

I.e"", rq.~scnts and warrants lhat il is the salt fcc simple owner of lhe Propcl1), and that 
lhe only e~cepliO!>~ 10 Lessor's lill~ lhal mighl 1Ak~ priority Or aITccl lhe Leasehold InlcfOSI 
grwtltd he~undtr iU"e Ihgsc shown on the P~limimry Tille Commitment attached as F..x.h.ibil E. 
Lessor futtbtr n:pn:~nL'l and WUfltPL'llhal it has tun power BOd authority 10 enter inlo this u ase 
without the need fOrlhe coruent or approval of any other pall}', and that all neces.sary con!tnL'l 
from managt~ and m.mbe~ of ussor have been duly obtain<:d, and thllthe person signing Ihis 
ua.se on behalf o(Lessor has been duly luthoriud to do so. Subject 10 WBRP's performllIlce of 
its dUlieJ and obligal;onll hen:under, Lessor covenants BOd wammlS thaI WBRP shall and may 
peaceably and quietly have, hold, occupy, use, &nd enjoy, all of the Property duting Ihe enlire 
term of thi , u<l:ie, and may exen::ise all of ils rights he reunder, subjecl only 10 the provisions of 
thi, uase. 

ARTICLE 14. 

NOTICE 

Any oolitc. communitalion or reply (herein for conveniente called "nol ice'') in Ihis 
instrumenl pro~ided or permitted to be given, made or lII'ecpled by either party to BOy other JW"I)' 
mliSl be in wriling and shaH, unless othCTWisc in this insttumenl expfOssly p,ovided, be given or 
be 5trVed by deposiling the same in the United Stales mail, postage pilk! BOd registered or 
certified IlIld addressed to the pany to be notified, with fOtum receipt reqUC'lI<:d, or by delivering 
Ihe same in person 10 such party, or by delivering lhe ~e by facsim.ile Iransmission witlt 
prompllt!epbonic confirmalion of receipt. Notice shall be effeclive, unle" otherwise staled in 
Ihis Lease, upon delivC1Y, or three (3) day. followin8 deposit in tlte U.S. mail in the manner SCI 
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forth above, or confirmalion of delivery by facsimile InUl$mi .. ion. For purposes of Il<Ilice, the 
add!"CSSl'S of the parties ahall, unlil cbanged as hereinafter provided, be as follows: 

If to Lessor, 10: 

with a copy 10: 

If to WBRP, to: 

withacopyto; 

BOd a copy In; 

and a copy to; 

,,.,.,,,. 

Cily InveSlOrs X11 L.L.C. 
51H Union S~tion 
505 Fifth Ave nue South. Suile 900 
Seattle, Washington 9&1()4 
Anention; Ada Healey 
Telephone: ('2()6)] 42-2010 
Facsimile: (206)342-3010 

foster Peppcr I'LLC 
1111 Third Avenue, Suile 3400 
Seank, Washington9&101 
Allention: Michael O. Kuntz 
T~1epbone: (2()6) 447-4400 
FlII'simile: (206) 447·9700 

WBRP3.1 
1213 Third Avenue, Suile 140] 
Seante, WashingklO 981(1l 
Attention: John S. Finke 
Telephone: (2(6) 448-5244 
Fa'aim;l.: (206) 448_5246 

Hillis Clark Manin &. Peterson, PS. 
1221 Second Avenue, Suite 500 
Seattle, WlISbinSlon galOI 
Attention: Steven R. Rovig 
Telephone: (206) 623-1745 
Facsimile: (206)623·7789 

Soard of Regents of the University of Washington 
Rca! Estale Offu:e 
4331 Brooklyn Avcnue NE 
CampliS Box 359446 
Seallle, WashinglOn 98 I 95 
Te lephone; (206) 616-3400 
Facsimile; (206)685·1547 

K& L Gates LLP 
222 SW Colwnbia Street, SUile 1400 
PonlBOd, O~gon 97201 
AII.nlion.; R. Gibson Masters 
Telephone; (503) 226-5799 
facsimile, (503) 553·6299 
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The parlies shall have l.~e righl from lime 10 lime al any time 10 c~ge thdr respective 
addresses, by providing wrinon not;oe to the other party. 

ARTIC LE I S. 

COMPLIANCE WITH RECIPROCAL EASf:MENT ANI> MAImENANCE 
AGREEMENT 

Prior to Ihe bood tinllncins for the Ph .. e 3.1 Project (indudins!he ShalC'd Underground 
fadliHes), the Property shall become subject to B Reeipnxal EascIMOI and Maintenance 
Agreement creating thc easements and establishing certain righls 8lld obligations as described in 
~ attaChed hereto. WSRP and LeS$Or each consents 10 the tecording of such Reciprocal 
Eas=em and Maintenance Agreement, and aSI"<" thaI upon such recording, the rights of 
WBRP under this Lease shall be entil.led to Ihe benefits of and subject to the teooS and 
conditions of such Recip~ Easemenl and Mainlenance Agreement. WBRP further agrees thaI 
upon llIe recordation of such Reciptocal Easement and M.w.tenanc.:: Agrcemrnt, WSRP will 
perform or cause 10 be: performed all oflhe duties and obligations of the Phase 3.2 Owner under 
such Reciprocal EaseIMnt and Maintenance Agrtttnent for IIIId during tbt teoo of this Lease. 
The obligations of WBRP 10 perform such dutiu and obligations of the Phase 3.2 Owner under 
such Reciprocal Easement and Mainlenanee Agreement shall constitute an assignment and 
delegalion of such dUlies and Obligations as conl~mplated by and as ~ined under such 
Reciprocal Easement and Maintenan"" Agreemelll. 

ARTICLE 16. 

ENT IRE C ONTRACT AND NO,,"'WAIVER 

No v81iatioM, modifications, or changc:s herein shalt be: binding upon any party herelo 
unless executed by it or by. duly authorized offieer or a duly authorized agent of the particular 
pany. Ltssor ocknowlcdses that WBRP may be required 10 obtain the prior written consent of 
Leasehold Mortgag.-e. or the University 10 Illy amendment hereof. No waiver or waivers of any 
breach or default of any breaches or defaults by either party of any term, condition, or liability of 

. or performance by the other party of any duty or obligation hereunder including. withoul 
limilarion, tbt I1(:CCplanec by l.eu<"x or payment by WBRP of any Rent al any time or in any 
maTlMr olher than as herein provided shall be deemed a """";ver thereof, nor shal l any such 
wai~r or waivcrs be: deemed or conslJUed 10 be a waiver or waivers of subseque nt breaches or 
defaults of any kind, chlltll(:ter, or descriplion under any cir<:urnsta/lee. 

ARTICLE 11. 

SIGN AGE 

waRP shall ha'·e the right, at WBRP's cost and e~p<:nse, to install, maintain, repair and 
",pI"". on lhe Property all signage that WBRP deenu necessary or appropriate in connection 
willi WBRP's use <>flhe Property, including exterior signag<: on the New Improvements or other 
improvements. and inlerior signage for any ICnants under the Foci!itie. lease or Illy otlrer 
subkase mteft'd by WBRP in ""COfdance willi the tenus hereof. At[ such signage sball be in 

·SI· 

confonnwu:e with applicable governmental regulations and punuant to all required permits. 
Unless otherwise instruct..:! by USSOT, all exterior signage Shall be remo~ by WDRP and al 
WBRP's wle cost and exp.nK upon expiration Or earlier terminlll.ion oflhis~, aod WBRP 
shall rePl'ir all damage to Ihe wildings lI1ld olher irnprovemrnts associ81ed with such removal. 

ARTICLE IS. 

BI"DiNG AGRE£MENT 

This uase shall be binding upon and shal l inure to the benefll of Lessor a.nd WBRP and 
their rcspective heirs, sucec:ssors, permined assigns a~d legal representatives. 

ARTICLE 19. 

NO MERGER O~- TITLE 

Ex«pt upon expinltion of lhe lenu of thil Le35e" Or ~pon terminalion of Ihis Lease 
pursuant to an exp!Css right 10 do SO herein, there shall be: no merger of this Lease nor of the 
leasehold estale created by llIis Lease with the fee es1ate in the Propcr"lY or any pan thereof by 
,eason of the fact that the same pefSO/1 may acquir<: or own or hold, direcl.ly or indirectly, (a) Ihis 
l ease or the leasehold eSIMe created by this uase or any intereSt in this Lease or in any such 
leascbold estate (incl\IIJing the New ImplO~ments or any other improvemen! hereafter ,ituated 
upon the Property), and (b) the fee estale in lhe PlOperty or any pari thereof Or any intenost ;n 
such fee eSlate (including the New Improv<ments or any other improvemenl hereaflet situated 
upon the PropenYl, un! ... and unlil 311 persons having any interest in llIis l ease or the kuehold 
estate created by this Lease, including but limited to any assignee of lessor or WBRP, and al"" 
including any Ltasehold Mongagccs and subtenants, shan join in a ...nllen in5lrumem affecting 
such merger and shall duly record llIe same. 

ARTICLE 20. 

DISPUTE RESOLUTION/ARB ITRATION 

S~oIiOD 20. 1 Vi.pule Resolu lioD for Con, tnr<I,oo Mallen. 

10.1.1 AppLie . bilily ; Joindu; Slat"t~ of Limita lions. All disputes, 
con<rOversies and daillU arisinB oul of or relaling to the eonstruc:lion of the New Improvements 
or other Major Improvements, Lessor's approval of Plans, and similar con,tru<:tion·rel.ted 
m.llers and any diSjlute regarding the determination of the Section 2.4.1 Early Termination Fee, 
the Seclion 2.4 .2 Early Termination Fo:e or the Sum:nder Fee (each a "Mauer in DispUle"") shall 
be oeltled by the dispute re.alution process as set forlh in Ihis Section20.1. AU statutes of 
limit.ltioni which would olherwise be applicable and any limitations upon claims set fanh in this 
Agrecmenl shall apply to any arbitration proco:eding under thi' Section 20.\. 

20.J.1 Senior Manage.onl. If. Maller in Dispute arises, tire aggrieved pany 
shall promplly IIOtify the othcr pany 10 this Agreemenl in wriling of Ihe dispute, and if such 
Mallcr in Dispute i. based on an alleged tontinuing breach that can be cured or for which 
d3ll1agcs Can be mitigated or otherwise jeopardizcs the prOgress of the Project, such notification 
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shall in Iny c~nt be issued wilhin thirty (30) cIays.fttt the di$pute 1I1ises. If the parties shall 
haw: failed to ~l~ the Ma,ter in ~ willtin fiftml (15) days after ckUw:ry ofweh notice, 
each party sIIall nomilllle a J('nior officer ofil.1l!W111fmtnt with IIIIhori1)' 10 bind """b party to 
mc:ct al a mutually Itrted location lD allempllO resolve the Matter in Dispute. Sboukllbc senior 
offic;ers ~ unable 10 I'CIOlw: the Miller in Di$plll~ within fiftC't'll {I ,> days of their IIDruination, 
t~ pulies shall .oubmit the Matter in OiJ]!ll!e 10 rMdi.rion U plDvidcd in Sectioo 20. U below as 
I condition precedent to pwsuina oIMr .ltcmll'i~ dispule procedurn 

10.1.3 Mwll tion. If a Mlmr;n Dispule is submiued co medialion as provided 
\II1der Stttionlil. I .2 above, the parties shall in ,ood rlith seek 10 ~ upon a mediator co 
mediate !he Mauer in Dispule. In the e~nt \hal !he parties cannot mutually 19ree: upon. 
medialor within rtftun (I') days from the date of the lil'$\ written requesl for medialion made by 
either party. IlK=n ei!her pany may brin;. motion requesting !he Superior Coun of !he Slale of 
Washington in King CounlY to select the medialOf and the coun-selecled mediator shall 
delcnnine ",hal rule, shal l govern the: _diltion. provided. however. in no event shalf such 
mandatory medialion be binding. 

10.1.4 Arbitnorlon. Should mediation fail 10 resolvc!he Maner in Dispute, such 
MIner in Dispule shall be decided by arbitntion (tithe. than by litiKation) in King County. 
WashingtOf\, by one .. bi"a\Or. who mllSt be I peflOn wilh subsuntial experience in Ihe 
development or refu,bi.Jhmen, ofl.,.e wmmen:ial buildi"iJ in \hi:: Cily of Scan Ie. in accordance 
with the Ameritml Arhilrltion Aa:_iation Conslruction Induwy Arbitration Rule! in effut as 
of the dalC of thil Agrocmcnt (the ~Arbi\n;lion Rules,,). exccpt as may be othe<wise SCI forth in 
thl. AgrNmtnl and uccpc th" the .,bi.,..,ion ..... 11 "" """""""ed ,,~ 1],0, ~<><pi<:ec'< of lho! 

IIlbinalot ralher than tlre Amc:nf;4l1 Arbitration Auocillion. The issue of wbctheI' I ~laim is 
wbjecl to lll"biuation shall be determined by the arbitralot. The '8fC<1DC'Dt lD arbitrate set forth in 
this Agreement !hall br specifICally tnfoKe.blc WIder IppliQlble law in any coun havina 
jurisdictiOtllltcroof. 

The arbiltalion WlI lie ~ by deliYa)"o the o!bet party ofa writtC!! demand for 
arbiuation, whicb dIall include. $II1tmenl oflbc basil for tlo<: elaim(s)ldi$pUlC(s). The demand 
for arbitration mil'll be delivered no wer than by the dale when the initiation of legal or equitable 
proceedings would otherwise be barnd by IlIc llplllicable stIr"'te oflimitatilln. 

I.cs:sor .one! WBRP. willtin liw: (s) business diYI of ckHV<:1)' of the arbilnltion demand, 
shall each dcsianate • Il:pI"eSC1ltative who il 1101 an offi~u, IImploycc or dif'tctOr of the pmiu. 
~ two rcp~nwiva shall lnentpt to qr~ on the arbiltalDf. If. within five (S) b\lsiness 
d. ys of the dc$.ilJllltion of llIe two representative. (or cltpU'ation of the tUM for dcsignlllion .of 
reprcselllati~s, whicMver oceurs (U$I). IlIc TWO n:prcserrlllivell have not ,eachod os=mcnl on 
the arbiuauH. then either party m..y, on six (6) business dl,ys notice, reCJuoSlthe Superior Court 
of the SUlle ofWashi nl!!on in Kina County to de.iiflale the arbiltlltor. Unless. otherwise . 8Jecd 
by l essor and WHRP, the .,.bi\tlllor shall be • pcrJOn with subst."'ial experieno;e in the 
developmen, 01' n:ftubilhmcnt of I"'ac commcn:iaJ buildin8S in lite City of Selule, with 
experience in arbitration of construction and property ckvdopment disputes on at least two priOf 
ltallSllcliolU involving ".ojects with conslrll~tion budgets in CJlCCl~ of$IO.OOO,OOO. 

_no 
".m .. , 

The .n»tratol'·s ~ and costs shaJ be bomc tq!Wly by the parties durillg the coune of 
!he: arbiu.cion. HO\Iol:ver, the arbi\TalOl' shall ~uin: tIIIt the: prevallin& pany be ~;mbuned fot 
IUCh feu as part of!he arbiuatiun award. 

NoIwillut.ooil'l& Iny llngllloge above to !he OOfItnry, disco''nY in Illy arbitration shall be 
.ov.:med by the rules of procedure and cvidcote that WOIIId -wly to uses litiilted in the 
Supn;or Court of Kina County. WashinglOn. Wlless Lessor and WaRP otllerwix avec- The 
lI'bill'ltor ~!l convene a preliminary hclU'ing within len (10) busincn days of IIcrlhil 
duigruuion to Wd~ xhcduli~g. di.KOVCf)' and OIbor matten under the Ar\)ilnltion Rules. 

The award ret>deml by the orbitralor .hall be linal and bindina. and judgment may be 
cnl(:red upon it ill acoordllfl<;e with applicable I.w in any court "lvinajllrisdiction thereof. 

If tM Matter in Oi5Pute is with rUpc<:1 to lhe dc'enninalion of the Section 2.4.1 Early 
Term;nlI,ion f"ee, !he Section 2.4.2 £orly Tcnninalion f"u Dr the Sumnde, f"ee. the lrbiuation 
,hBIl be eondUC:led WIder the Amcri~on Arbilration Asacci,tion Commercial Arbilra,ion R~leJ 
"lItcr than the ConslJUCtion A.bilrltion Rules. 

Sec tion 10.1 Olbu Dis putes. E:otcepI as c)(prnsly set forth in Section 20.1 lbc:rvc. no 
disputes betwcen Lcuor and WBRP shllll be subjcct to arbitration, and ,11 INCh dispII1eI shall be 
resolved by jllCl.icial pl"DUlill in KCOldan~e ",,\b applicable I. w. 

ARTICl E2 1. 

MISCELUNEOUS 

S«rion 11.1 Appl"'.ble La.... This Lease shall be construed and enforced in 
IODCQrdanoo with !he I . .... of!be Stale of WashinJllIln. 

S«lion Zl .l CU5INdion. The partica ackno .... ledge that litis l.caJC has been jointly 
dl1lficd by Lessor and WBRP, followina rqocillliolll bct"'"l)(Il them and llIcir n:sputiwe Ie ... 
cou.nscJ. Thil Lease !haLL be consuued aoxordina CO the: flir inlCllt of the Ian,Ul.ge ... whole, and 
1101 for or apinst ritber puty. 

Seclion 2J.3 PronnM .... Pronouas, wherever u$Od /Knill. and ofwhl!evcr ecndcr, shall 
include nalural petlDnS and partneBhips. corporations and lS1D(illions of clICf)' kind and 
charKt ••• and the singular shall i""h.d. tile plural and the pllllll the Jinlllliar of III nouns and 
prMCH.II1Illcrein whel't'vcr applicable. 

Stclion 21.4 s.v ... bility. If any (enll, co""nant. or condition of this Lease (or put 
lhereof) Or tM applicalion !hacof to any person Dr circumstance is, to lIny extent, InVllli<! or 
unenfoR:elblc. the remainder of thi! Lease (andfor the remainder of any IlIth term. co""nant Dr 
condition). or Ihe applicllbility of such term. covenant or condition to persons or circl>ltlStlmc! 
Other !han thole to which it is held inVlllid ~r uncnfon:eable, .hal l nat be afl'«tcd thereby and e"h 
(em" covenant Dr condilion (or par11~eol) oflhi. Lease !haI1 be valid IJId be cnfoKed to fullut 
exten1 pcnnitlCd by I.w. 

-54· , ..... ", 

A
-92



· Secti on l l .5 Relation. hip or Pan;". Nothing conWncd "in this lease shall be: 
construed to oreate, nor shill either party represent the existence of, a paI1l1crship, a joint venture, 
an association, • cotpOnllion, a ll\ISl or other entity, nor 10 oonstitute either party the agent of the 

0"". 
~etion 2 1.6 Clplions. Th. ubi. of conlenls, \he imlu and Ih. title Ot headings 10 the 

Articles and SecliollS of this Lease are nol a pan herror and shall have no efrecl on the 
conS1r1KliOll or interpretation of My term and prov;,iOns conlained herein. 

m li on 21.7 Rc«>rd . lIoR. This lease 5IWI nOI be recorded, but simull8!lWIIsly 
herewith.lhe ponies hc:rCiO sluoll execute a Mtmormdum ofleasc: in the form allached hereto as 
~ ar.d cause !he sam<: 10 be recorded in the real propeny recOfds of King Cowuy, 
W8!hilli\1on" 

S~ct ion 11.8 C ommi .. lons . Lessor IlIId WBRP acknowledge and conform !lUll 
Washington Advisory Group, LLC ("WBRP's Broker'') has acted as WB RP's Broker with respect 
to Ihis Lease. WBRP shan be responsible for paying any commissions dllC WBRP's Broker in 
cormection with this lease. Each party represenls and wam.n1S 10 the other thaI it has engaged no 
other broke. , agent or fmder in oonnetlion with the negotiations leading to this lease. WBRP and 
Le$sore&/;~ """,by inde/lUl;f)', defend and ~old the ow party harmless from and psainsl any and 
all claims fo. commissions Or fees from any other brokers, agenls Of finders arising by or thJoug:h 
the: I><:lionsoftht indemnifying pany. 

S«tio)n 21.9 Authority. Each party IlercIO wanants tluot it has the authorii)' to enter 
into Ihis lease and 10 perform its obliptions hercund.er and tbal lin neecssary corpol1lte· action 10 
IUlhori"le this transaction has been taken, and !he signatOries, by executing this Lease, wananl Iha! 
thty have the authority 10 bir.d the n:spcctivc panics. 

Seclion 2 1. 10 Furlbtr DacumecU. Upon KqIlCSl, Ibe ponies will execute such further 
documents as may be nectMary in order 10 carry oulthe intenl oflbi! lease. 

S«I;OO 21.1 1 T ime of Essence. T ime is c~prcssly declOlcd to be of the <:sscn<c or this ,,= 
5«lioo 21.12 Am cndmen13 . Any amendments, $dditions or modif>ealions 10 this Lease 

wll be in writing, signed by L=r and WBRP. Neither WBRP nor Lessor shall be bound by 
."y verbal or implied agreemenill. 

Sed ion 21.13 Comput . flon of T ime. The ,,'Ord "day" means "calendal day" herein, 
and the computation of time !lhal.1 mcll1de all Sarurdays, SWldays and holida~ fo. purposes of 
delermininglimc period. specified herein. 

Scctio)n 21. 14 App ro", .s, Coastnts. Whtrcver in thisl.east the approval or oonsent of 
II parly is required, such approval or consenl shall IIOt be unreasonably wilhheld or delayed, except 
where express ly stated I(} the contrary in this Lease. 

Sectio n 11 .15 Single PllrpClH EDlily. The sole bllSmrn and purpose ofWBRP shall be 
ID 1><:\ as the ground l~se. under this lease, and subleost' Ihe Property to Ihe UniV<'rsily wuler the 

·55· " ....... 

F""ilitie. Lease (or, upon cxpimlion 01 earlier termination of the I'acililiC3 lease, other approved 
subtenants as provided herein). WDRP sball engage in no other primary business or aclivily 
withoutlhe prior written consent of lessor, such consen! which moy be wilhheld or conditioned in 
lessor' s sole di~orelion. 

Seotion 21.16 [.hihl13. .E.!.!!il!il.t. through ~ attached hereto are hereby 
incotpOnlled herein and made. part of this Lease, and !he term ~lease" shall inc lude all c;<hibi\s 
herelo. 

Section 21.17 Pusooa l Lia bility. No personal l iability Or personal responsibility i, 
assumed by, nor shall al MY time be asselud or enforceable againsl any officer, direclOr, 
employee 01 agent of lessor or WDRP on lceoum of this Lease or on acCOUnl of any covenant, 
umknaking or agreement ofsuc:1l pan)' und:rthis l e ...... 

(signlmres follow) 
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IN WITNESS WHEREOF. this l.a3e is mack and ent=d into in multiple original 
WW1terparts. on the day and ye- rU'SlIOboYe written. 

LESSOR.: 

WBRP: 

rtW~ ).l. Qo.Ol/WtI U!ASI! 

CITY INVESTORS Xli L.L.e., . WashinllOD 
limited. liability rompany 

D, 

Dy: 

City InVCS10n LLC,. Washin810n limited 
Iilbilirycompatly, m&nIging member 

,/~.'Eib-c= \ 
::~:~7~" 

ohn Finke, Its V,ce P;;,dt 

STATE OF W ASHrNGTON In COUNTY OF KING 

I cerl ify tllat I know or 1Ia"" satisfactory e_idence that Ada M. Healey is the penon who 
appcaml ~fore me, and said pe1SOIl acknowledgtd that $lid petSOn signed this instn.Jmcnt, on 
oath st~l~d thaI said ~rson was authorized 10 execute lhe In.nrurnent and acknowledged II as lhe 
Vice President of City Im·eston LLC, a limilCd liability complny, the nWlagina member of 
CITY INVESTORS XII L.L.C., a limited liabili ty company, to be ilS free lUId voluntary for the 
uses and purposes mentioned in the ins!rulTH:nt. 

Daledlhis ~'*" dlayof :Lb ,2010. 

~~~ 

~g~~\ - !" . . ' "\ \ t~ " Z $ 
'- "U,¢-,~ )f?l 

\.~.'~ •• !.:~;':',l?f ~oFYi"""/"" 
""~ 

rtW~ ) I GOWUM:lI.EA5E 

ILIA 1c4-,_...w ...... f - \J 
Ih .. ~ .. uf D f,/ ..... tl. ,'"'"""""" ........ -.. -.. 

Nota.ry public in and fll&:e S"te IlfWashingtlln, 
~s;ding at J.J...,.t. • .. I-
My .WOintmcnl expi~s I · 1/· l 't A
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FIRST AMENDMENT TO GROUNI) LEASE 
(Phase 3.2) 

TH IS FIRST AMENDMENT TO GROUND LEASE (this «Amend men t") is made and 
entered into as of this I" day of December, 2010, by and between CITY INVESTORS XII 
L.L.C., a Washington limiled liability company ('· L-esso ~") and WBRP 3.2, a Washington non
profit corpon'llion ("WIIRP"). with respect to that certain Ground Lc:ase between Lessor and 
WBRP dated as of July 30, 2010 (the ' ·Phase 3.2 Leasc·'). Capitalized terms not defined herein 
shall ha"e the meanings SCI fMh in the Phase 3.2 Lc:ase. 

RECITALS 

A. Lessor i5 the OWr>Cr of certain ",al pfOperty situated in the City of Scaule, King 
Counly, Washington, mOre particularly described in Ihe Phase 3.2 Lease as the Phase 3.2 
Property. 

B. Lessor has processed with the City of Seattle 8 lot boundary adjustment to alter the 
size and configuration of the Phase 3.1 PfOperty, the Phase 3.2 Properly and the Phase 3.3 
Property to facilitate de"dopmcnt of the Phase 3.1 Project, the Phase 3.2 PfOjcct and Ihe Phase 
3.3 PfOject (which 101 boundary adjustment was re<:orded on October 21), 21)11) under Recording 
Number 21)11)11)20900007) (the " l.ot Boundary Adj ustmenl"). 

C. Lessor, WBRP, Washington Biomedical Resem:h Facilities J, a Washington oon· 
profit corporation (formerly known as WBRP 3.1), WBRP 3.3, a Washington non-profit 
corpomlion, City Investors LLC, a Washington limiu:d liability company, and The Board of 
Regents of the Uni"crsity of Washington entered into that certllin Mutual Cooperation 
Agreement dated as of July 30, 2010 (lIN: "Mutual Coopuation Ag reement'·) pursuant to 
" ·h ieh the parties agreed 10 modify certain provisions of the Phase 3.1 Lc:ase, the Phase 3.2 Lc:ase 
and the Phase 3.3 Lease upon the recording of the Lot Boundary Adjustment. 

D. Therefore WBRP and lessor desire to amend Ihe Phase 3.2 Lease to reflect the 
altered size aoo configuration of the Phase 3.2 Property, to adjust the Rent as provided in the 
Mutual Cooperalion Agrc<:ment and to make certain other amendments to the I'hase 3.2 Lc:ase . 

NOW, THEREFORE, for good and val~able consideration, the receipt and sufficiency of 
which are hereby mutually acknowledged. Lessor and WBRP hen:by agree as follows: 

,,-
• 1 • 

AGRE01ENT 

l. R~Dlaccmem of Lellal Ocsennuons b hibit A to the Phase 3.2 L<.:asc shall be 
deleted and F.~hi bit A-I to this Amendment shall be substituted in lieu thereof as the legal 
description of the Phase 3.2 Property, and all references to Exhibit A in the I'hase 3.2 Lease 
shall be deemed references to Exhibit A-I. E~hib i t B to the Phase 3.2 Lease shall be deleted 
and t:xhibi' 8- 1 to this Amendment shall be sUMti\u\cd in lieu thereof as tOO legal description of 
the Phase 3.1 Properly. and all references to EXhibit 8 in the Phase 3.2 Lc:ase shall he deemed 
references to Elhib it 8-1 . Ex hihi t C to the Phase 3.2 Lc:ase shall be deleted and Elhibil C·I 
to this Am<:ndmcnt shall be substituted in lieu 1hereof as the legal des<:rip1ion of the Phase 3.3 
Properly. and all refer~nces to Exhibit C in the Phase 3.2 Lc:asc shall be: deemed n:fen:nces 10 
Exhibit C.1. 

2. Ad,ustment of Rent S«:tion 4.2. Se<:lion 4.3 and Section 4.4 of the Phase 3.2 uase 
are hereby deleted in tbeir entirety and replaced with the following : 

"&(Iion 4.2 Ini'ia l R~nt. Ikginning on the Rent Commencement Date, and 
continuing unlil the last day oft~ Fifth Lc:ase Year, Rent will be due and payable at the 
rate ofS713,182.50 per annum (S59,431.88 per month). . 

Section 4.3 Si.1:lh Luse Vnr. Beginning on the first day of the Sixth Lc:asc Year, 
Rent shal! increase to S826,578.52 per annum (S68,881.54 per month) (representing a 
15.9"10 increase o"cr the Rent in effect for the Fillh Lease Year). 

S«tion 4.4 r.lt~~n l h Luse Yeo r. Beginning on the first day of the I:::lc"cnth Lease 
Year, annual Rent shall be ;",-,rcased to cqualthe greater of (a) S95g,004.50 per annum 
(S79,833.71 per month) (represeDting a 15.90/0 inerease ·over the Rent in elTect for the 
Tenth Lease Year), or {bJ 9".4 multiplied by the Land Value (tkfiroed in Section 4.9.3)." 

3. AdiustmeOl of Extension Fees. The parties agree that thc Fi~t Extension Fee and the 
Second E~tcnsion fcc are intended to be a pro rata share of an aggregate uten!ion fee for the 
Phase 3.1 L.cast:, the Phasc 3.2 Lease and the I'hase 3.3 Lc:asc based on the reiati"e square 
footage of 111!1d in each of th( Phase 3.1 PfOperty. the Phase 3.2 PfOperty and the Phase 3.3 
Propeny. Accordingly, Section 2.3.1 of the Phase 3.2 Leasc is hen:by deleted in its entirety and 
"'placed with the following; 

,,-

~2 .3.t Eurci~e of bteos;on Righls; Ex lc n ~ion Ftcs. WBRP may exteoo the 
tcnn of this Lc:asc to May 31, 2063 (Ihe '·First Extension"). To exercise the Firs! 
EXlension, WBRP must gi"e writlCn notice ofexereise of. the First Extension to Lessor on 
or before December 31, 2015. F~r the exereise of the First Extension to be effective, Ihe 
notice of exercise of the Fin;t Extension must be accompanied by 8 payment by WaRP to 
Lessor ofan exten:;ion fee 0[S92I,580.86 (the "First Exten:;ion Fee'"). 

[fand only if WaRP has exercisd the First Extension, then WBRP may extend the lenn 
of this Lease to May 31. 2068 (tht '·Second ExtcMion"J. To exercise the Second 
Extension. WIIRP must gi"e written notice ofexereise of the Second Extension to l.essor 
on or before December 31,2019. For thc exercisc of the Second Extension to be 

., . 
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effcctive, the notie<: of e~ercise oflhe Second Extension must be accompanied by a 
payment by WBRP to Lessor ofan extension fee ofS2]7,384.04 (the "&cond Extension 
Fee··). 

The First Extension Fcc and lhe Second Extension Fec shall be fully eamed by Lessor 
when paid. 

In the event a nol i~c required by this Section 2.3.1 is noltimcly given, the c~tension 
rights of WBRP under this Section 2.3 shall automatically terminate without funher 
notice Or demand from Lessor." 

4. FUOber A~Wrancts. WBRP and Lessor cach agrees to execute and deliver such 
further documents as may be necessary to carry out the intent of this Amendment. 

5. Amendment 10 Memorandum of Ln§(. WBR]' and Lessor heleby aglce to eXC'C\Hc, 
deliver and record the First Amendment to Memorandum of Ground Le1lS( anacbc:d hereto as 
Exhibit D to conform the Memorandum of Ground Lc~ of the Phase 3.2 Lease as modified by 
this Amendment. 

6. Con~nt of lender WBRP n:presents and warrants to Lessor that all nC'Ccssary 
approvals and con~ts required by WBRP's lender in connection with this Amendment, if any, 
have been obtained. WBRP shall provide copiell of all such consents to lessor, at 00 cost to 
lessor. 

7. Congot to Ameoomenl to the Facilities l.ea!!e. lessor hereby conscnts to 
amendments to lhe Facililiu Leasc and other documents ,dated thereto to the extent such 
amendments arc rcla\cd to the mailers sct fonh hercin. provided that WBRP shall ployide 
complete coples of all such amendments 10 lessor upon their mutual execution. at 00 cost to 
lessor. 

8. ContinuW EffccJ. Except 3S spedfically modified hereby, the Phase 3.2 lease is and 
shall remain in full force and effeee. 

9. ~. If any provision of this Amendment shall be held to be invaJid , illegal or 
unenforceable, the remaining provisions shall in no way be affccted or impaired theleby. 

10. Authority. Ell\:h individual eXl"(uting this Amendmem on behalf of WBRP or Lessor 
lespectivcly, lepresents and warrants that sIhe is duly 3utholized to eKc<:ute and del iver Ihis 
Amendment on behalf of such enti ly, and thaI this Amendment shall be binding upon said cntity 
in accordance wilh its terms. 

] l. Counteryans. This Amendment may be executed in counterparts and each 
counterpart shall constitute an original docwncnt and all such counterpans shall constitute bm 
one and the same instrument. 

lRelllainde' of page imtnlionolly left blunk: slgno/Ul·esfollow] 

,,-
- 3-

rS"g""t"r~ page 10 Firs! Amendmentla Ground Uase (phose J.l)] 

IN WITNESS WH EREOF, this Amendment is made and entered into in multiple original 
counterparts, On the day and year first above wrinen. 

LESSOR: CITY ]NVESTORS XII L.L.C., a Washington 
limited liability company 

By: 

By: 

City Investors LLC, a Washington limited 
liability company, managing member 

L 
Its: 1<-< ,,. ,./~ ..... J 

WBRp: 

Exhibits 
Exhibit A-I 
Exhibi1 A_I 
Exhibit Col 
Exhibit D 

", .. _, 

By: 

Rcvi!!ed legal Description of Phase 3.2 Property 
Revised LCll~1 Oescrip!ion ofPha'IC 3.1 Properly 
Rcvi!!ed legal Description ofPhasc 3.3 Property 
Form of Memoraooum of First Amendment 10 Phase 3.2 Ground lease 

-,-
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Independent Auditors’ Report on Supplementary Information 

The Board of Regents 
University of Washington: 

We have audited the financial statements of the business-type activities of the University of Washington, 
an agency of the State of Washington, as of and for the years ended June 30, 2014 and 2013, and have 
issued our report thereon dated October 31, 2014, which contained an unmodified opinion on those 
financial statements. Our audits were performed for the purpose of forming an opinion on the financial 
statements as a whole. We have not performed any procedures with respect to the audited financial 
statements subsequent to October 31, 2014. 

The supplementary information included on pages 2 through 4 is presented for the purposes of additional 
analysis and is not a required part of the financial statements. Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and other records used 
to prepare the financial statements. The information has been subjected to the auditing procedures applied 
in the audit of the financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to prepare the 
financial statements or to the financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, the 
information is fairly stated in all material respects in relation to the financial statements as a whole. 

This report is intended solely for the information and use of the Board of Regents and management of the 
University of Washington and rating agencies and bondholders who have previously received the financial 
statements of the University of Washington as of and for the years ended June 30, 2014 and 2013, and our 
unmodified opinion thereon, for use in evaluating those financial statements, and is not intended to be and 
should not be used for any other purpose. 

 

November 14, 2014 



UNIVERSITY OF WASHINGTON

Reconciliation of Total University Revenue to General Revenue

Years ended June 30, 2014 and 2013

(Dollars in thousands)

2014 2013

General revenue:
Total revenue $ 4,953,409   4,601,792   
Less:

State appropriations 262,146   218,165   
Grant and contract direct costs 1,080,088   1,109,871   
Gifts 117,071   101,823   
Revenues of component units 161,247   171,238   
Student activities fees and U-Pass fees 43,539   40,082   
Student technology fees, student building fees, student loan

funds 71,576   66,726   
Trust and endowment income, net unrealized gains

on noninvested funds investments, metro tract
net operating income, component unit investment income,
and other restricted investment income 440,903   324,901   

Capital appropriations 7,693   47,123   
Capital grants, gifts and other 26,156   26,763   
Other nonoperating revenues (expenses) 42,816   (19,780)  
Gifts to permanent endowments 55,541   57,882   

Total general revenue $ 2,644,633   2,456,998   

General revenue components:
Student tuition and fees (less student activities fees, U-Pass

fees, technology fees, building fees, and loan funds) $ 733,815   711,056   
Grant and contract indirect costs 242,773   246,502   
Invested funds distribution and net invested funds unrealized

gains and losses (note 2) 39,742   16,340   
Sales and services of educational departments 212,592   198,320   
Auxiliary systems and patient services 1,332,929   1,194,740   
Other operating revenues 82,782   90,040   

Total general revenue $ 2,644,633   2,456,998   

See accompanying notes to supplementary information.
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UNIVERSITY OF WASHINGTON

Reconciliation of Total University of Washington Unrestricted Net Position
to General Net Position

June 30, 2014 and 2013

(Dollars in thousands)

2014 2013

Total University unrestricted net position per financial statements $ 1,738,643   1,598,927   

Less:
Auxiliary fund balances:

Student and activities fees 19,280   18,542   
Component units:

Association of University Physicians 85,788   93,345   
UW Neighborhood Clinics 10,705   9,449   
Real estate entities 7,879   17,981   

Total to be excluded 123,652   139,317   
General net position $ 1,614,991   1,459,610   

See accompanying notes to supplementary information.

3



UNIVERSITY OF WASHINGTON 

Notes to Supplementary Information 

June 30, 2014 and 2013 

 4 

(1) Basis of Presentation 

The General Revenue schedule presents the general income of the University of Washington (University) 
that is not restricted in its use by law, regulation, or contract. General Revenues, as defined in the bond 
agreements, are revenues pledged to bondholders under the University’s General Revenue Bond platform. 
The supplementary information included herein reconciles total University revenue to General Revenue 
pledged to bondholders. For example, the following items are restricted and, therefore, excluded from 
General Revenues: 

a) Appropriations to the University by the State of Washington (State) from the State’s General Fund; 

b) Each fund the purpose of which has been restricted in writing by the terms of the gift or grant under 
which such fund has been donated, or by the donor thereof; 

c) Fees imposed upon students as a condition of enrollment at the University, including but not limited 
to services and activities fees, building fees (Building Fees) and technology fees; and 

d) Revenues and receipts attributable to the Metro Tract Revenue, which are appropriated to the 
University by the State. 

Unrestricted fund balances, to the extent that they were accumulated from money that was received as 
General Revenues, also are included and available to pay obligations secured by General Revenues. Any 
interest subsidy received from the federal government with respect to General Revenue Bonds is included 
and available to pay obligations secured by General Revenues. 

(2) Invested Funds Distributions and Net Invested Funds Unrealized Gains and Losses 

These amounts represent the net interest, dividends, and realized gains or losses earned on the Invested 
Funds that are distributed to departments for operations, in addition to or offset by any unrealized gains 
and losses on the portfolio. 
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 FISCAL YEAR 2014 
Academic Year  

2013–2014

FISCAL YEAR 2009 
Academic Year  

2008–2009

FISCAL YEAR 2004 
Academic Year  

2003–2004

STUDENTS 

Autumn Enrollment 1 
Undergraduate   37,895   34,076   32,355
Graduate   13,177   11,453   10,591
Professional   2,000   1,847   1,803
TOTAL   53,072   47,376   44,749

Extension course and conference registrations   75,412   62,447   39,263

Number of Degrees Awarded 
Bachelor’s   9,921   8,458   8,517
Master’s   3,925   2,988   2,797
Doctoral   762   686   530
Professional   563   495   475
TOTAL   15,171   12,627   12,319

�������	1 (Professorial, Instructional, Research)   4,497   4,101   3,553

FACULTY AND STAFF2   26,538   24,808   19,611

RESEARCH FUNDING – ALL SOURCES (in thousands of dollars)   $ 1,385,000   $ 1,150,000   $ 954,000 

SELECTED REVENUES (in thousands of dollars)

��������	�
������������
������������������������3   $ 2,042,029   $ 1,035,731   $ 720,692 
Gifts, Grants, and Contracts   1,392,561   1,123,751   957,863
����������������4   838,796   458,061   304,189
Auxiliary Enterprises and Other Revenues   556,191    323,632   248,931
Investment Income (loss)   480,645    (469,492)   219,831
State Appropriations   262,146   384,810   309,618

SELECTED EXPENSES (in thousands of dollars)

��������������3   $ 1,831,649   $ 949,186   $ 729,003 
Instruction, Academic Support, and Student Services   1,377,126   1,207,061   806,749
Research and Public Service   807,863   673,322   576,607
Institutional Support and Physical Plant   425,004   321,020   248,986
Auxiliary Enterprises   285,561   170,602   124,020

CONSOLIDATED ENDOWMENT FUND5 (in thousands of dollars)   $ 2,833,000   $ 1,649,000   $ 1,208,000 

SQUARE FOOTAGE6 (in thousands of square feet)   21,836   18,036   17,493
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Key Financial Results for Fiscal Years 2014, 2013 and 2012

D
���
��
��E   2014   2013   2012
/���������
�����������   $ 3,914  $ 3,783  $ 3,522 
/���������
����#������   4,384   4,121   3,911 
���-�����
������   (470)   (338)   (389)
*�����������
��
��   262   218   218 
>����������
����   481   341   34 
Gifts   191   178   152 
Other nonoperating revenue 
D�#�����E�����

  14   24   (1)

>��������
��������
�
�   478   423   14 
  

I�����
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��
���������   6,165   5,742   5,728 
Net position, end of year  $ 6,643  $ 6,165  $ 5,742 
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The discussion and analysis below provides an overview of the 
financial position and activities of the University of Washington 
(University) for the years ended June 30, 2014 and 2013. This 
discussion has been prepared by management and should be read in 
conjunction with the financial statements and accompanying notes 
that follow this section.

Financial Highlights for Fiscal Year 2014
The University recorded an increase in net position of $478 million 
in fiscal year 2014; $55 million more than the fiscal year 2013 
increase of $423 million. This is primarily related to an increase in 
investment income of $140 million in fiscal year 2014, a result of 
increased investment market values during the year. The University 
adjusts the carrying value of investments to market value each year, 
with the change recorded as investment income or loss. Revenues 
from tuition and patient services continued to show growth during 
2014, while revenues from research activities decreased slightly. 

The University’s 2015 general operating appropriation from the 
state (excluding amounts appropriated for specific purposes) is 
approximately $246 million, a slight decrease from 2014, which was 
$40 million higher than the prior year.

In exchange for biennial increases in state funding, the University 
committed to freezing tuition rates for resident undergraduate 
students. The University’s Board of Regents continues to have broad 
tuition and fee setting authority, including undergraduate resident 
tuition. State funding for capital appropriations continues to be 
under pressure, though some state bonding capacity was provided 
this biennium for critical renovation projects.

Since 2009, Federal ARRA funding for basic research and activities 
in the health sciences has totaled $368 million. The University has 
$15 million of unspent ARRA awards that will be expended in fiscal 
year 2015 or later. The federal budget remains under significant 
pressure; ongoing federal funding for research could be impacted.

Rising benefit costs, particularly for healthcare and pensions, 
continue to impact the University as well. Employer pension 
funding rates for the state pension increased 28% to 9.2% of 
covered salary during fiscal year 2014, and are likely to continue 
increasing over the next few years.

In March 2010, healthcare reform was passed by the U.S. Congress 
and signed into law by President Obama. While the major changes 
in coverage took effect beginning in 2014, there may be significant 
changes by the state and federal government to implementation 
plans for healthcare reform still occurring in this next fiscal year. 
Thus, the environment in which healthcare organizations currently 
operate is dynamic and uncertain.

Using the Financial Statements
The University’s financial statements include the Statements of 
Net Position, the Statements of Revenues, Expenses and Changes 
in Net Position, the Statements of Cash Flows and the Notes to 
the Financial Statements. These financial statements are prepared 
in accordance with Governmental Accounting Standards Board 
(GASB) principles, which establish standards for external financial 
reporting for public colleges and universities. GASB standards 
require that financial statements be presented on a consolidated 
basis in order to focus on the University as a whole.

On January 1, 2010, the University affiliated with Northwest 
Hospital & Medical Center (Northwest Hospital). GASB standards 
require that this entity be presented as a discrete component unit; 
therefore, its financial position at June 30, 2014 and 2013, and 
the results of its operations for the years ended June 30, 2014 and 
2013, are included with Valley Medical Center in a separate column 
for financial statement presentation purposes (see Note 1 and Note 
18 to the Financial Statements).

On July 1, 2011, the University affiliated with Valley Medical 
Center, a Washington public hospital district which owns and 
operates a 321-bed full-service acute care hospital and 45 clinics 
located throughout southeast King County. Valley Medical Center 

Operating revenues minus operating expenses typically result in an 
operating loss in the University’s financial statements. Nonoperating 
items, however, including state support, investment income, and 
gifts have typically enabled the University to reflect an increase in the 
net position, or “equity” each year. This surplus has been reinvested 
within the University to add a margin of educational excellence, 
upgrade the University’s facilities and provide a prudent reserve for 
contingencies such as the recent period of economic instability.

Economic Factors Affecting the Future
A number of contingencies face the University over the next 
few years. The slow economic recovery is a primary source of 
uncertainty.

The state of Washington, which provided 5% of the University’s total 
revenues in fiscal year 2014, continues to emerge from the recession. 
The effect of required increases to K-12 funding over the next several 
years, together with other economic factors such as slow growth and 
insufficient tax revenues, could result in added uncertainty for other 
state programs, including higher education.KPMG LLP is a Delaware limited liability partnership,
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��E   2014   2013   2012
I���
����������
�����
����������  $ 2,018   $ 2,038   $ 2,113 
Restricted:
LI��#���	����   1,257   1,183   1,116 
LM#���	����   1,629   1,345   1,162 
Unrestricted   1,739   1,599   1,351 

Total net position  $ 6,643    $ 6,165   $ 5,742 

D
���
��
��E   2014   2013   2012
Current Assets  $ 1,537  $ 1,459  $ 1,161 
Noncurrent assets:
��Q��
���������������   4,045   3,976   3,618 
  Other   4,317   3,732   3,624 
/����������   9,899   9,167   8,403 

S������	�-��$%�   14   –   –

/����.��������	�S������	�-��$%�   9,913   9,167   8,403

Q��������
��
�
�
��   872   729   728 
I����������
��
�
�
��   2,398   2,273   1,933 

��������/�����
��
�
�
��   3,270   3,002   2,661 

Net position  $ 6,643  $ 6,165  $ 5,742 
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is also being reflected as a discrete component unit; therefore its 
financial position and the results of its operations are included with 
Northwest Hospital in a separate column for financial statement 
presentation purposes (see Note 1 and Note 18 to the Financial 
Statements).

The analysis presented below includes the consolidated balances 
of the University of Washington and its blended component units 
(see Note 1), but excludes the financial position and results of 
operations of its discrete component units (Northwest Hospital and 
Valley Medical Center), unless otherwise noted.

Financial Health
STATEMENTS OF NET POSITION
The Statements of Net Position present the financial condition 
of the University at the end of the last two fiscal years and report 
all assets, liabilities and deferrals of the University. A summarized 
comparison of the University’s assets, liabilities, deferred outflows 
and net position as of June 30, 2014, 2013 and 2012, follows:

The excess of current assets over current liabilities of $665 million 
in 2014 and $730 million in 2013 reflects the continuing ability 
of the University to meet its short-term obligations. Current assets 
consist primarily of cash, short-term investments and accounts 
receivable. Current assets increased $78 million in 2014, due 
primarily to a year-end receivable from Sound Transit for revenue 
to mitigate capital costs associated with relocating University 
research activities impacted by the Light Rail tunnel beneath 
campus. Current assets increased $298 million in 2013, due to 
increases in the value of cash and short-term investments. The 
short-term portion of the University’s investment portfolio can 
fluctuate based upon changes in investment mix and the expected 
short-term needs for University funds. 

Long-term investments, a component of noncurrent assets, 
increased $591 million during 2014 and $91 million during 
2013, as a result of market value changes during each year for the 
University’s investments. Realized and unrealized gains in fiscal 
year 2014 totaled $398 million, versus $264 million of realized 
and unrealized gains in 2013.

The difference between total assets and deferred outflows, and 
total liabilities and deferred inflows, is referred to as net position or 
“equity” and is one indicator of the current financial condition of the 
University. The change in net position measures whether the overall 
financial condition has improved or deteriorated during the year.

The University reports its “equity” in four categories:

• Net Investment in Capital Assets – This is the University’s total 
investment in capital assets, net of accumulated depreciation and 
amortization and outstanding debt obligations related to those 
capital assets;

• Restricted Net Position: 

– Nonexpendable net position, primarily endowments, consists 
of funds on which the donor or other external party has 
imposed the restriction that the corpus is not available for 
expenditures but rather for investment purposes only;

– Expendable net position consists of resources which the 
University is legally or contractually obligated to spend in 
accordance with time or purpose restrictions placed by donors 
and/or other external parties;

• Unrestricted Net Position – This is all other funds available 
to the University for any purpose associated with its mission. 
Unrestricted net position is often internally designated for 
specific purposes.

The University’s net position at June 30, 2014, 2013 and 2012 is 
summarized as follows:

Net investment in capital assets decreased $20 million, or 1%, in 
2014, and $75 million, or 4%, in 2013. This balance increases as 
debt is paid off or when the University funds fixed asset purchases 
without financing. This balance decreases as assets are depreciated. 

Restricted nonexpendable net position increased $74 million, or 
6%, in 2014, and $67 million, or 6%, in 2013. For both years 
the increase reflects the receipt of new endowment gifts, and the 
recovery of unrealized losses on underwater endowments due to 
increases in market values during the year.

Restricted expendable net position increased $284 million, or 21%, 
in 2014, and $183 million, or 16%, in 2013. This category is 
primarily affected by new operating and capital gifts, and earnings 
or losses on restricted investments, including endowments. The 
increase in market value for the Consolidated Endowment Fund 
was the main reason for the increase during both years. 

Unrestricted net position increased by $140 million, or 9%, in 2014, 
due primarily to unrealized earnings on the Diversified Investment 
Pool, and revenue from Sound Transit to mitigate capital costs 
associated with relocating University research activities impacted 
by the Light Rail tunnel beneath campus. Unrestricted net position 
increased $248 million or 18%, in 2013, due in part to auxiliary and 
medical-related margins, as well as overall conservative spending.

The ratio of expendable financial resources to operations (as defined 
by Moody’s Investors Service) measures the strength of net position 
as the coverage of annual operating expenses by financial resources 
that are ultimately expendable. This ratio, illustrated in the chart 
below, shows that in 2014 the University had enough expendable 
resources from various sources to fund operations for a period of 
9.9 months.

1 The sum of Unrestricted Net Position and Restricted Expendable Net Position, divided by Total 
Operating Expenses (Operating Expenses plus interest expense). The result is multiplied by 12 to arrive 
at months of coverage. Net Position amounts include Northwest Hospital and Valley Medical Center.
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Endowment and Other Investments
Investment returns provide an important source of revenue for 
the University’s programs. Among the funds invested by the 
University are endowments, operating reserves, life income trusts, 
annuities and gifts.

Endowed gifts supply permanent capital and an ongoing stream 
of current earnings to the University. Most endowments are 
commingled in the Consolidated Endowment Fund (CEF),  
a diversified investment fund. As in a mutual fund, each 
individual endowment maintains a separate identity and owns 
units in the fund.

The CEF has experienced considerable growth over the past 10 
years due to new gifts and endowment returns. The number of 
individual endowments in the CEF has grown to 4,211 and the 
market value of the CEF has doubled, rising from $1.4 billion at 
June 30, 2005 to $2.8 billion at June 30, 2014.

The impact to program support has been substantial, with $783 
million distributed over the past 10 years touching every part of 
the University. Programs supported by endowment returns include 
academic programs, scholarships, fellowships, professorships, 
chairs and research activities. Under the Board of Regents’ 
approved long-term spending policy for the CEF, quarterly 
distributions to programs are made based on an annual percentage 
rate of 4%, applied to the five-year rolling average of the CEF’s 
market valuation. An additional 1% is distributed to support 
fundraising and stewardship activities (0.80%) and investment 
management (0.20%). Similar to program distributions, the fee is 
based on the endowment’s five-year average market value. 

Endowment portfolios are commonly managed around a core set 
of objectives focused on the need to provide support for endowed 
programs in perpetuity. The Board of Regents, in conjunction 
with the University of Washington Investment Committee 
(UWINCO), establishes the policy asset allocation judged to be 
most appropriate for the University from a long-term potential 
return and risk perspective. The policy asset allocation is reviewed 
annually for its continuing fit with the University’s risk profile 
and with consideration of the changing dynamics of the capital 
markets. 

The CEF asset allocation includes two clearly defined categories of 
investments: those which facilitate growth or appreciation (Capital 
Appreciation), and those which preserve endowment values 
(Capital Preservation). At June 30, 2014, 75% of the CEF was 
invested in Capital Appreciation and 25% in Capital Preservation. 

For the fiscal year ended June 30, 2014, the CEF earned an 
investment return of +15.8%, representing strong absolute 
performance but underperforming a passive blended benchmark 
(70% MSCI ACWI and 30% BC Gov’t Bond). Individual 
CEF strategy performance was mixed, but relative performance 
was most negatively impacted by Emerging Markets, which 
experienced another difficult year with geopolitical instability 
and slowing growth in China. Emerging Markets, however, have 
begun turning around and remain the top-performing asset class 
over the past decade. Intermediate-term returns for the CEF have 
improved substantially as the 2008-09 global financial crisis rolls 
off, resulting in a five-year average of +11.2%. Performance over 
the ten-year period remains solid, with the CEF returning an 
annual average of +8.0%.
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D
���
��
��E   2014   2013   2012
Tuition and fees  $ 839  $ 808  $ 681 
Patient services   1,207   1,162   1,098 
Grants and contracts   1,327   1,364   1,353 
*�������	�����
�������	����
����
departments

  213   198   186 

.�#
�
�����������
���   261   184   161 
*��������	
�����������
��   262   218   218 
Gifts   191   178   152 
>����������
����   481   341   34 
*��������	
���������
������<����   8   47   6 
Other   164   122   95 
�������	
	��	����������	�  $ 4,953  $ 4,622  $ 3,984 

Consolidated Endowment Fund Market Value 
(in millions)
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A portion of the University’s operating funds are invested in the 
CEF. As of June 30, 2014 these funds comprise $669 million of 
the CEF market value. 

Debt and Related Capital Improvements
The University’s general revenue borrowing platform, 
established in 2003, has been used to fund buildings that 
support the educational, research and service missions of the 
institution. The University’s debt portfolio consists primarily 
of fixed rate debt, including General Revenue Bonds, Lease 
Revenue Bonds and state issued bonds, as well as variable rate 
debt such as commercial paper.

Credit ratings are a reflection of the University’s strength. 
During fiscal year 2014, the University was rated Aaa (the 
highest rating) by Moody’s Investors Service and AA+ (with a 
positive outlook) by Standard & Poor’s. These strong ratings 
carry substantial advantages for the University: continued and 
wider access to capital markets when the University issues 
debt, lower interest rates on bonds and the ability to negotiate 
favorable bond terms.

The University takes its role of financial stewardship seriously 
and works hard to manage its financial resources effectively. 
Continued high credit ratings are important indicators of the 
University’s success in this area. 

In September 2013, the University issued $146 million of 
General Revenue Bonds with an average coupon rate of 4.96%. 

In January 2014, the University refunded Lease Revenue bonds 
with an average interest rate of 5.07%, with $29 million in 
tax-exempt bonds with an average interest rate of 4.37%.

During fiscal year 2014, debt-related capital expenditures 
included $63 million for the renovation and expansion of 
Husky Stadium, $52 million for the construction of new 
student housing and $38 million for the construction of a new 
academic building at the UW Bothell Campus.

Key projects substantially completed in 2014 include:

Major renovation of Husky Stadium, including demolition 
and relocation of the stadium’s original lower seating bowl 
and significant upgrades to other areas including a new south 
grandstand. The project also included development of a Football 
Operations Support Building, relocation of the track and other 
related improvements, and coordination with the construction for 
the Sound Transit Station and Tunnel.

New residence hall and apartments built as part of Phase 2 of the 
Housing Master Plan.

New academic building at the UW Bothell Campus which 
includes a mix of instructional spaces, laboratory facilities, faculty 
offices and support spaces for at least 600 new student FTEs.

During fiscal year 2013, debt-related capital expenditures included 
$147 million for the renovation and expansion of Husky Stadium, 
$116 million for construction of new student housing, $24 
million for the expansion of UWMC, and $19 million for the 
renovation of the Husky Union Building.

One measure of the University’s ability to repay debt is the ratio 
of expendable resources to debt. The 2014 ratio of expendable 
financial resources to debt (as defined by Moody’s) shows that the 
University has sufficient expendable resources to pay its long-term 
debt obligations 1.6 times over. 

2.0
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1.51.6

Expendable Financial 
Resources to Direct Debt2

2014 2013 2012 Moody’s Public 
Universities 

(Aaa median 2013)

2 The sum of Unrestricted Net Position and Restricted Expendable Net Position, divided by total capital lease 
obligations, bonds and notes payable outstanding. Includes Northwest Hospital and Valley Medical Center.

D
���
��
��E   2014   2013   2012
/���������
�����������   $ 3,914   $ 3,783   $3,522 
/���������
����#������    4,384    4,121    3,911 
���-�����
������    (470)    (338)    (389)

Nonoperating revenues, net of 
�#������    859    630    317 

Other revenues    89    131    86 
>��������
��������
�
�    478    423    14 

I�����
�
������
��
���������    6,165    5,742    5,728 
Net position, end of year   $ 6,643   $ 6,165   $ 5,742 

STATEMENTS OF REVENUES, EXPENSES AND  
CHANGES IN NET POSITION
The Statements of Revenues, Expenses and Changes in Net Position 
present the University’s results of operations and nonoperating 
items that result in the changes in net position for the year. In 
accordance with GASB reporting principles, revenues and expenses 
are classified as either operating or nonoperating. A condensed 
comparison of the University’s revenues, expenses and changes in 
net position for the years ended June 30, 2014, 2013  
and 2012 follows:

Sources of Funds

5%  STATE FUNDING FOR 
OPERATIONS AND CAPITAL 
EXPENDITURES

4%  OTHER

24%  PATIENT SERVICES27%  GRANTS AND
CONTRACTS

4%  GIFTS

4%  SALES AND SERVICES OF
EDUCATIONAL DEPARTMENTS

10%  INVESTMENT INCOME

5%  AUXILIARY
ENTERPRISES

17%  TUITION AND FEES

The University has a diversified revenue base. No single source 
generated more than 27% of the total fiscal year 2014 revenues of 
$5.0 billion.

Moody’s Fiscal Year 2013 Public College and  
University Rating Distribution
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The following table summarizes revenues from all sources for the 
years ended June 30, 2014, 2013 and 2012:

Beginning in fiscal year 2014, UW Medicine information technology 
began operating as a self-sustaining activity of the University 
(ITS department). Capital and operating costs are being recorded 
centrally and recovered through user fees charged to the consumers 
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���
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��E   2014   2013   2012
>����������	�	
�
	��	�  $ 73   $ 71   $ 63 
'�����
����/���������
����   8    6   7 
>����������
��*�������Q������Q����.��
����   12    8   7 
Net appreciation (depreciation) of  
��
����������
����������

  398    264   (35)

>�����������#������   (10)   (8)  (8)
�	����
	���	��������	�   $ 481   $ 341   $ 34 

Operating Support for Instruction

D
���
��
��E 2014 2013 2012
*����������
���������
��
��  $ 262  24%  $ 218  21%  $ 218  24%
Operating Tuition and fees   594  54%   547 53%   461  51%

|�����������������
�
���
�	����
�����������

  245  22%   261 26%   220  25%

������	������������������ $ 1,101  100%  $ 1,026 100%  $899  100%

DQ-I/>I�MSE

of technology resources, primarily UWMC and Harborview Medical 
Center (HMC). As a result, the University has recorded $60 million 
of user fees for services provided to external parties, primarily HMC, 
which are reflected as Auxiliary Enterprises revenue in fiscal year 
2014. 

Grant Revenue
The largest source of revenue (27%) continues to be grants and 
contracts. This revenue decreased $37 million, or 3% in 2014, 
compared to an increase of $11 million, or 1%, in 2013. Revenues 
generated by Federal ARRA research funding decreased to $12 
million in fiscal year 2014, compared to $32 million in 2013, and 
contributed to the overall decrease in grant revenue.

Grants and contracts provide the opportunity for graduate and 
undergraduate students to work with nationally recognized faculty in 
research as part of their educational experience.

Grant and contract revenue is earned when direct expenditures (such 
as researchers’ compensation or purchases of goods and services) are 
made; therefore, there is little effect on the University’s operating 
margin as a result of this direct expense reimbursement process. 

Facility and administrative (F&A) expenses necessary to support 
grants and contracts are reimbursed by sponsors, along with direct 
costs, by an indirect cost recovery. The current F&A, or indirect cost 
recovery, for research grants is approximately 29 cents on every direct 
expenditure dollar.

Primary Nongrant Funding Sources
The University relies primarily on student tuition and fees and state 
appropriations as revenue sources to support its nongrant funded 
educational operating expenses. State support for education increased 
during fiscal year 2014, but is still significantly below historical levels.

Tuition increases were partially offset by the increase in 
scholarships and fellowships, and scholarship allowances of $2 
million in 2014, $36 million in 2013, and $49 million in 2012.

Self-sustaining educational programs (Fee-Supported Programs) 
include the following amounts for each of the fiscal years 2014, 
2013 and 2012: UW Educational Outreach (the continuing 
education branch of the University), $96 million, $98 million 
and $85 million, respectively, summer quarter tuition $42 
million, $48 million and $47 million, respectively, and for 
Business School and School of Medicine programs $45 million, 
$40 million and $38 million, respectively.

Patient Services-UW Medicine
The financial statements of the University include the 
operations of the School of Medicine, three hospitals, associated 
physicians and clinics, Airlift Northwest, and the University’s 
share of two joint ventures. These entities, together with 
Harborview Medical Center (not included in the University’s 
financial statements—see Footnote 13) comprise UW Medicine, 
an umbrella organization serving to coordinate these activities 
and promote quality healthcare in the Pacific Northwest and 
beyond, and to conduct cutting-edge medical research with 
worldwide benefit. 

Patient care activities included in the University’s financial 
statements include: 

UW Medical Center (UWMC) is a 450-bed hospital that 
provides comprehensive healthcare services to the Puget Sound 
community and patients from throughout the Pacific Northwest. 
UWMC also serves as the major clinical, teaching and research site 
for students and faculty in the Health Sciences at the University. 
Over 18,000 patients receive inpatient care at UWMC each year. 
Specialized inpatient care needs are met by the Cancer Center, the 
Regional Heart Center, the Neonatal Intensive Care Unit (NICU) 
and the Organ Transplantation program.

Strategic growth initiatives were implemented in fiscal year 
2014 with the expansion of primary care and urgent care, the 
opening of the Eastside Specialty Center and other clinics, 
as well as continued progress on Phase 2 of the UW Medical 
Center Montlake Tower.

Fiscal year 2013 marked the completion of Phase 1 of the 
UW Medical Center Montlake Tower. This project included 
updating and expanding the NICU from 36 to 50 beds, 
adding an additional 30 Oncology beds as well as state of 
the art interventional radiology and hybrid operating and 
interventional procedure rooms.

Valley Medical Center (VMC) is a 321-bed acute care hospital 
and network of 45 clinics, treats nearly 17,000 inpatients per 
year, and is the oldest and largest public district hospital in 
the state of Washington. VMC joined UW Medicine in July 
2011. VMC’s Statement of Net Position and Statement of 
Revenues, Expenses and Changes in Net Position are presented 
in a discrete column together with NWH on the financial 
statements of the University.

Northwest Hospital & Medical Center (NWH) is a full-service 
medical facility with 281 beds, and treats approximately 10,000 
inpatients per year. NWH joined UW Medicine in January 2010. 
NWH’s Statement of Net Position and Statement of Revenues, 
Expenses and Changes in Net Position are presented in a discrete 
column together with VMC on the financial statements of the 
University.

UW Neighborhood Clinics (UWNC) is a network of primary-care 
clinics with nine neighborhood locations throughout the greater 
Seattle area, providing primary and selected specialty care with 
a staff of nearly 85 healthcare providers. The revenues, expenses, 
assets and liabilities of UWNC are included in the University’s 
financial statements.

UW Physicians (UWP) is the physician practice group for more 
than 1,800 faculty physicians and healthcare providers associated 
with UW Medicine. The revenues, expenses, assets and liabilities of 
UWP are included in the University’s financial statements.

Airlift Northwest is the preeminent provider of air medical 
transport services in the Pacific Northwest. The revenues, expenses, 
assets and liabilities of Airlift Northwest are included in the 
University’s financial statements.

The University is also a participant in two joint ventures: Seattle 
Cancer Care Alliance and Children’s University Medical Group. 
The University’s share of these activities is reflected in the 
University’s financial statements.

In combination, these organizations (not including VMC and 
NWH) contributed $1,207 million in patient services revenue in 
fiscal year 2014, $1,162 million in fiscal year 2013 and $1,098 
million in 2012. UWMC generated 77% of this revenue in 
2014, 76% in 2013 and 77% in 2012. UWMC admissions were 
approximately 18,000 in 2014, a slight increase from 2013 which 
was a 1.1% decrease from 2012. Average patient length of stay, 
however, remained the same as in 2013 at 6.9 days, up from 6.7 
days in 2012.

Considerable progress has been made in implementing the Epic 
Electronic Medical Record (EMR) system throughout UW 
Medicine, with over 85 specialty clinics completed in May 2014. 
This milestone allowed UW Medicine to qualify for Medicare and 
Medicaid financial incentives, avoid penalties, and improve the 
quality and safety of care for patients through more timely and 
complete access to their records. To further enhance patient safety, 
UW Medicine also implemented bar-coded electronic medication 
administration in all high risk inpatient units at UWMC.

Charity care decreased as a result of the Medicaid expansion and 
implementation of the Healthcare Exchanges effective January 1, 
2014. The number of uninsured patients served at UW Medicine 
declined and was accompanied by an increase in Medicaid patients. 
VMC operating results were negatively impacted in fiscal year 2013 
by expenses associated with implementation of the EMR, and a 
reduction in tax levy revenues.

Gifts, Endowments and Investment Revenues
Net investment returns for the years ended June 30, 2014, 2013 
and 2012 consisted of the following:

24%  INSTRUCTION

17%  RESEARCH

7%  ACADEMIC SUPPORT

3%  SCHOLARSHIPS &
FELLOWSHIPS

7%  AUXILIARY 

7%  DEPRECIATION/
AMORITIZATION

1%  OTHER

5%  OPERATION &
 MAINTENANCE OF PLANT

5%  INSTITUTIONAL SUPPORT 

24%  MEDICAL RELATED

Uses of Funds

Noncapital state appropriations are considered nonoperating revenue 
under GASB Statement No. 35, “Basic Financial Statements – and 
Management’s Discussion and Analysis – for Public Colleges and 
Universities,” and are reflected in the nonoperating section of the 
Statements of Revenues, Expenses and Changes in Net Position; 
however, they are used solely for operating purposes.

Tuition and fees, net of scholarship allowances, increased to $839 
million in 2014, from $808 million in 2013 and $681 million in 
2012. The increases were primarily due to increased enrollment 
in 2014 and 2013, and a 16% increase in average undergraduate 
resident tuition rates during 2013. 

Net appreciation includes both realized and unrealized gains and 
losses. The unrealized gains, however, are not available until the 
underlying securities have been sold. Net investment income 
increased by $140 million in 2014, compared to an increase of 
$307 million in 2013. The change in realized and unrealized gains 
and losses was the major factor in the variance each year. 

Donor support increased by $13 million, or 7%, to $191 million 
in 2014 from $178 million in 2013. Gifts are a key and necessary 
source of support for a variety of purposes including capital 
improvements, scholarships, research, and endowments for various 
academic and research positions.

Expenses
Two primary functions of the University, instruction and research, 
comprised 41% of total operating expenses. These dollars provided 
instruction to more than 53,000 students and funded 5,300 
research awards. Medical-related expenses, such as those related 
to patient care, also continue to be one of the largest individual 
components. 
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DQ-I/>I�MSE

D
���
��
��E�   2014   2013   2012
-�����
����#������}
LM	����
������	���������
�������
�  $ 1,037  $ 988  $ 936
Lz�������   766   756   777
L~���
������
��   42   48   40
L.��	��
��������   297   261   248
L*��	��������
���   43   36   37
L>���
���
����������   224   201   192
L-�����
����	���
����������������   201   207   174
L*�������
�����	�����%��
��   138   141   108
L.�#
�
�����������
���   286   204   195
L'�	
����������	   1,042   999   961
LS�����
��
������
���
�   308   280   243
����������	�������	��	��	�  $ 4,384  $ 4,121  $ 3,911 

A comparative summary of the University’s expenses by functional 
classification (purpose for which the costs are incurred) for the years 
ended June 30, 2014, 2013 and 2012 follows:

Academic support increased $36 million, or 14%, during fiscal year 
2014 due primarily to increased support of activities in the Schools 
of Medicine and Dentistry, and the College of the Environment. 
These costs include startup costs to establish new labs and hiring of 
new employees.

Auxiliary enterprises increased $82 million, or 40%, during fiscal 
year 2014 due primarily to the addition of ITS self-sustaining 
activities. Technology services provided to external parties, primarily 
HMC, during the year totaled $63 million, and are being recovered 
through offsetting user fees reflected in Other Auxiliary Enterprises 
revenue. Costs incurred by Intercollegiate Athletics for its football 
program, related to additional game day services and noncapital 
improvements made to Husky Stadium and the Husky Ballpark, 
also contributed to the increase during 2014.

Overall, the University’s operating expenses increased by $263 
million, or 6%, over 2013. Salaries expense increased $132 million, 
or 7% due to employee merit increases and the addition of ITS 
department salaries of $40 million. Benefits expense increased by 
$52 million, or 8%, due to increased salary expenditures together 
with a mandated increase to the University’s PERS pension 
contributions during the year. Purchased Services expense increased 
$45 million, or 7%, due in part to costs incurred by the School of 
Oceanography for research activities aboard the R/V Thompson, 
and to consulting fees associated with implementation of a new 
enterprise HR/payroll system. Depreciation expense increased by 
$28 million, or 10%, driven by several large capital additions that 
were placed into service during the year including renovations to 
Husky Stadium, new residence halls and apartments, and the new 
academic building on the UW Bothell campus. 

In 2013, the University’s operating expenses increased by $210 
million, or 5%, over 2012. Salaries expense increased $55 million, 
or 3%, reflecting a modest increase in staffing. Benefits expense 
increased by $14 million, or 2%, offset slightly by a reduction 
in the University’s healthcare contribution rate during the year. 
Purchased services increased $45 million, or 8%, driven by a 
$20 million increase in consulting fees incurred by UWMC in 
support of IT projects, $12 million increase in expenses related 
to subcontracts (primarily research related) and $ 7 million 
increase in non-capitalizable expenses for pollution remediation. 
Depreciation/amortization expense increased $37 million, or 
15%, driven by several large capital additions that were placed 
into service during the year.

Operating Loss
The University’s operating loss increased to $470 million in 
2014 from $338 million in 2013. The 2013 operating loss was a 
decrease from $389 million in 2012.

State appropriations are shown as nonoperating revenue, pursuant 
to GASB standards. If state appropriations were classified 
as operating revenue, the operating loss would be as follows 
for 2014, 2013 and 2012, respectively: $208 million, $120 
million, and $170 million. The University continues to rely on 
nonoperating revenues such as gift revenues and investment 
income distributions, in addition to state appropriations, to fund 
its operations.

Operating Margin
Moody’s measures the net result of revenue and expense activity 
by including several nonoperating revenues in the margin. The 
2014 operating margin decreased to 1.5% from 3.7% in 2013. 
Operating margin calculations include an estimated return on the 
University’s investments rather than actual investment income. 
Therefore, variances in investment performance in a given year 
will not impact the operating margin. 
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Operating Margin3 

2.1%

3.7%

Moody’s Public 
Universities 

(Aaa median 2013)

4.9%

3 Operating loss, (including interest expense, operating appropriations, nonoperating federal grants, an 
assumed 5% spending rate on investments and nonpermanent endowment gifts), divided by operating 
revenues (less scholarship expenses, and including operating appropriations, nonoperating federal grants, 
an assumed 5% return on investments and nonpermanent endowment gifts). Excludes Northwest 
Hospital and Valley Medical Center.
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STATEMENTS OF  NET POSITION

�I>�Mz*>/ ��-|��. *�>IJ/-I

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

�I>�Mz*>/ ��-|��. *�>IJ/-I

�I>�Mz*>/ ��-|�
�.*�>IJ/-I

S>*QzM/M�  
Q-'~-IMI/�  

�I>/*��1

1 *���I���!�

*�����������
�������������
�������
�������������&�

S������
��������	�

REVENUES

OPERATING REVENUES:

*/�SMI/�/�>/>-I�.IS�|MM*�DIM/�-|�*Q�-�.z*�>~�.��-�.IQM�-|��!�������.IS��!�����"E   $ 838,796   $ 808,053  $ –  $ –

~./>MI/�*Mz�>QM*�DIM/�-|�~z-�>*>-I�|-z��IQ-��MQ/>K�M�.QQ-�I/*�-|��!��"���.IS��������E   1,206,918   1,162,389   752,980   741,581

|MSMz.��Jz.I/*�.IS�Q-I/z.Q/*   1,020,052   1,057,829   –   –

*/./M�.IS��-Q.��Jz.I/*�.IS�Q-I/z.Q/*   82,787   93,891   –   –

I-IJ-�MzI'MI/.��Jz.I/*�.IS�Q-I/z.Q/*   172,652   158,998   –   –

*.�M*�.IS�*Mz�>QM*�-|�MS�Q./>-I.��SM~.z/'MI/*   212,592   198,320   –   –

.��>�>.z��MI/Mz~z>*M*}   –   –   –   –

LL�-�*>IJ�.IS�|--S�*Mz�>QM*   102,239   91,133   –   –

LL*~-z/*�~z-Jz.'*�DIM/�-|�*Q�-�.z*�>~�.��-�.IQM�-|�����"��.IS������!E   55,098   47,481   –   –

LL-/�Mz�.��>�>.z��MI/Mz~z>*M*   103,227   45,861   –   –

-/�Mz�'MS>Q.��zM�./MS�zM�MI�M   36,575   28,593   45,556   38,888

-/�Mz�-~Mz./>IJ�zM�MI�M   83,035   90,372   –   –

��������������������!���"��#�&   3,913,971   3,782,920   798,536   780,469

EXPENSES   

OPERATING EXPENSES (NOTE 12):

*.�.z>M*   2,026,646   1,894,510   349,967   339,083

KMIM|>/*   661,999   610,338   98,400   102,389

*Q�-�.z*�>~*�.IS�|M��-�*�>~*   138,309   140,897   –   –

�/>�>/>M*   53,128   55,068   8,639   8,769

*�~~�>M*�.IS�'./Mz>.�*   419,262   395,251   135,963   129,762

~�zQ�.*MS�*Mz�>QM*   675,474   630,249   126,871   134,048

SM~zMQ>./>-I�.'-z/>�./>-I   308,190   280,099   51,018   52,028

-/�Mz   101,368   114,737   18,468   19,930

����������������!��'���&�&   4,384,376   4,121,149   789,326   786,009

������������!���*�+��-��&&.   (470,405)   (338,229)   9,210   (5,540)

NONOPERATING REVENUES (EXPENSES)   

*/./M�.~~z-~z>./>-I*   262,146   218,165   –   –

J>|/*   117,071   101,823   112   224

>I�M*/'MI/�>IQ-'M�DIM/�-|�>I�M*/'MI/�M�~MI*M�-|�����!!�.IS�������E   480,645   341,241   7,390   7,519

>I/MzM*/�-I�Q.~>/.��.**M/�zM�./MS�SMK/   (91,535)   (57,200)   (26,731)   (22,620)

~M���Jz.I/�zM�MI�M   47,370   45,655   –   –

~z-~Mz/��/.��zM�MI�M   –   –   16,342   16,254

-/�Mz�I-I-~Mz./>IJ�zM�MI�M*�DM�~MI*M*E   42,816   (19,780)   (9,038)   (2,937)

//���������������!���"��#�&�-�'���&�&.   858,513   629,904   (11,925)   (1,560)

���/��*�+��-��&&.�;�<������=�����"��#�&   388,108   291,675   (2,715)   (7,100)

Q.~>/.��.~~z-~z>./>-I*   7,693   47,123   –   –

Q.~>/.��Jz.I/*��J>|/*�.IS�-/�Mz   26,156   26,763   26   8,340

J>|/*�/-�~Mz'.IMI/�MIS-�'MI/*   55,541   57,882   2   –

����������=�����"��#�&   89,390   131,768   28   8,340

������*���&��->�*���&�.����������&�����   477,498   423,443   (2,687)   1,240

NET POSITION     

IM/�~-*>/>-I�C�KMJ>II>IJ�-|��M.z   6,165,051   5,741,608   316,482   315,242

������&����������>��<�?���  $ 6,642,549  $ 6,165,051  $ 313,795  $ 316,482

S>*QzM/M�  
Q-'~-IMI/�  

�I>/*��1

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES   

CURRENT ASSETS:

�Q.*��.IS�Q.*��M��>�.�MI/*�DI-/M��E   $ 79,128   $ 78,206  $ 57,027  $ 53,349 

>I�M*/'MI/*��Q�zzMI/�~-z/>-I�DI-/M��E  785,435  769,607  13,324  23,666 

�.QQ-�I/*�zMQM>�.K�M�DIM/�-|�.��-�.IQM�-|���������.IS��������E�DI-/M��E  640,270  574,352  105,596  98,073 

>I�MI/-z>M*  28,361   31,658 9,397  9,466 

-/�Mz�Q�zzMI/�.**M/*  4,189  5,227  36,532  40,734 

���/-/.��Q�zzMI/�.**M/*  1,537,383  1,459,050  221,876  225,288 

NONCURRENT ASSETS:

SM~-*>/��>/��*/./M�-|��.*�>IJ/-I�DI-/M��E  57,383  58,392 – –

>I�M*/'MI/*��IM/�-|�Q�zzMI/�~-z/>-I�DI-/M��E  3,959,384  3,368,726  69,903  79,775 

'M/z-~-�>/.I�/z.Q/�DI-/M��E  112,570  112,461 – –

�*/�SMI/��-.I*�zMQM>�.K�M�DIM/�-|�.��-�.IQM�-|����"�!�.IS����!��E�DI-/M�"E  72,498  70,392 – –

-/�Mz�I-IQ�zzMI/�.**M/*  114,192  122,203  83,581  56,694 

 Q.~>/.��.**M/* DIM/�-|�.QQ�'��./MS�SM~zMQ>./>-I�-|������������.IS����!!!�"�"E�DI-/M��E  4,044,796  3,975,957  489,680  510,947 

L/-/.��I-IQ�zzMI/�.**M/*�  8,360,823  7,708,131  643,164  647,416 

LLL/-/.��.**M/*    9,898,206    9,167,181    865,040    872,704 

>�<����>��#�<��@&��<���&�#�*�&B

L�I.'-z/>�MS��-**�-I�K-IS�zM|�IS>IJ   14,359  –   –   –

����������&&��&���>�>�<����>��#�<��@&��<���&�#�*�&  $  9,912,565  $ 9,167,181  $  865,040  $ 872,704

LIABILITIES AND DEFERRED INFLOWS OF RESOURCES

*#���������;������&B

.QQ-�I/*�~.�.K�M   $ 163,212   $ 156,527   $ 26,399   $ 24,602 

.QQz�MS��>.K>�>/>M*  348,266  298,857  104,293  98,760 

Q-''MzQ>.��~.~Mz�DI-/M�!!E  50,000  25,000  –  – 

�IM.zIMS�zM�MI�M*  165,926  127,492  –  8,023 

|�IS*��M�S�|-z�-/�Mz*  34,975  30,206  – – 

�-IJ�/Mz'��>.K>�>/>M*��Q�zzMI/�~-z/>-I�DI-/M*���!!E  109,591  91,332  12,414  12,662 

L/-/.��Q�zzMI/��>.K>�>/>M*  871,970  729,414  143,106  144,047 

���*#���������;������&B

�&*&�J-�MzI'MI/�Jz.I/*�zM|�IS.K�M  52,426  49,555 –  – 

�-IJ�/Mz'��>.K>�>/>M*��IM/�-|�Q�zzMI/�~-z/>-I�DI-/M*��C!!E  2,345,620  2,223,161  399,554  412,175 

L/-/.��I-IQ�zzMI/��>.K>�>/>M*  2,398,046  2,272,716  399,554  412,175 

LL/-/.���>.K>�>/>M*  3,270,016  3,002,130  542,660  556,222 

>�<����>���<��@&��<���&�#�*�&B

L~z-~Mz/��/.�M*    –   –   8,585   –

�����������������;������&���>�>�<����>���<��@&��<���&�#�*�&   3,270,016    3,002,130   551,245   556,222 

NET POSITION

IM/�>I�M*/'MI/�>I�Q.~>/.��.**M/*  2,018,077 2,038,495  84,800 93,222

zM*/z>Q/MS}

LI-IM�~MIS.K�M  1,257,297  1,182,986  1,775  1,773 

LM�~MIS.K�M  1,628,532  1,344,643  8,511  8,537 

�IzM*/z>Q/MS  1,738,643  1,598,927 218,709  212,950 

LL/-/.��IM/�~-*>/>-I  6,642,549  6,165,051 313,795  316,482 

�������������;������&H�>�<����>���<��@&��<���&�#�*�&���>�������&�����   $ 9,912,565   $ 9,167,181   $ 865,040  $  872,704 

�I>�Mz*>/ ��-|�
�.*�>IJ/-I

1 *���I���!�

*�����������
�������������
�������
�������������&�

S������
��������	�

�����������������	�	���������       Year ended June 30,
2014 2013  2014  2013

            June 30, ������������������������
2014 2013 2014 2013
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STATEMENTS OF CASH FLOWS

�I>�Mz*>/ ��-|��. *�>IJ/-I

����������������M�	�	���������

2014 2013CASH FLOWS FROM OPERATING ACTIVITIES

*/�SMI/�/�>/>-I�.IS�|MM*  $ 833,239  $ 754,131 

~./>MI/�*Mz�>QM*  1,194,212  1,148,870 

Jz.I/*�.IS�Q-I/z.Q/*  1,277,865  1,276,506 

~.�'MI/*�/-�*�~~�>Mz*  (410,053)  (395,116) 

~.�'MI/*�|-z��/>�>/>M*  (53,401)  (55,051) 

~�zQ�.*MS�*Mz�>QM*  (671,535)  (630,170) 

-/�Mz�-~Mz./>IJ�S>*K�z*M'MI/*  (103,259)  (114,101) 

~.�'MI/*�/-�M'~�-�MM*  (2,020,124)  (1,892,338) 

~.�'MI/*�|-z�KMIM|>/*  (593,696)  (543,668) 

~.�'MI/*�|-z�*Q�-�.z*�>~*�.IS�|M��-�*�>~*  (138,309)  (140,897) 

�-.I*�>**�MS�/-�*/�SMI/*  (22,846)  (24,716) 

Q-��MQ/>-I�-|��-.I*�/-�*/�SMI/*  23,609  23,520 

-/�Mz�'MS>Q.��QMI/Mz�zMQM>~/*  36,575  28,593 

.��>�>.z��MI/Mz~z>*M�zMQM>~/*  275,284  191,732 

*.�M*�.IS�*Mz�>QM*�-|�MS�Q./>-I.��SM~.z/'MI/*�  208,774  196,927 

zMQM>~/*�|z-'�-�/*>SM�.||>�>./MS�.JMIQ>M* 696,509  670,350 

S>*K�z*M'MI/*�/-�-�/*>SM�.||>�>./MS�.JMIQ>M*  (690,165)  (688,722) 

-/�Mz�zMQM>~/*  92,984  78,870 

�����*�&=�#&�>�;?���������!��*��"����&    (64,337)   (115,280) 

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

*/./M�.~~z-~z>./>-I*    262,852    237,068 

J>|/*�.IS�Jz.I/*�|-z�-/�Mz�/�.I�Q.~>/.��~�z~-*M*  47,370  45,655 

~z>�./M�J>|/*  96,579  90,323 

~Mz'.IMI/�MIS-�'MI/�zMQM>~/*  55,541  57,882 

S>zMQ/��MIS>IJ�zMQM>~/*  243,000  240,350 

S>zMQ/��MIS>IJ�S>*K�z*M'MI/*  (244,254)  (238,113) 

-/�Mz 161  (19,571) 

�����*�&=����"�>�>�;?����*�������<����*��!��*��"����&   461,249   413,594 

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

~z-QMMS*�|z-'�Q.~>/.��SMK/    213,976    438,385 

*/./M�Q.~>/.��.~~z-~z>./>-I*  5,848  47,504 

Q.~>/.��Jz.I/*�.IS�J>|/*�zMQM>�MS  25,678  24,818 

.Q��>*>/>-I�.IS�Q-I*/z�Q/>-I�-|�Q.~>/.��.**M/*  (365,724)  (624,457) 

~z>IQ>~.��~.�'MI/*�-I�Q.~>/.��zM�./MS�SMK/�.IS��M.*M*  (103,012)  (142,933) 

>I/MzM*/�~.�'MI/*�-I�Q.~>/.��zM�./MS�SMK/�.IS��M.*M*  (99,785)  (67,939) 

-/�Mz  4,008  (7,207) 

�����*�&=�#&�>�;?�*���������>�������>�<����*��!��*��"����&    (319,011)    (331,829) 

CASH FLOWS FROM INVESTING ACTIVITIES

~z-QMMS*�|z-'�*.�M*�-|�>I�M*/'MI/*  4,667,652  6,408,348 

S>*K�z*M'MI/*�|-z�~�zQ�.*M*�-|�>I�M*/'MI/*  (4,815,180)  (6,417,393) 

>I�M*/'MI/�>IQ-'M  70,549  70,608 

�����*�&=�-#&�>�;?.����"�>�>�;?���"�&���!��*��"����&  (76,979)  61,563 

�������*���&�����*�&=���>�*�&=��J#�"�����&  922  28,048 

Q.*��.IS�Q.*��M��>�.�MI/*�KMJ>II>IJ�-|�/�M��M.z  78,206  50,158 

*�&=���>�*�&=��J#�"�����&K��>��<��=��?���  $ 79,128   $ 78,206 

RECONCILIATION OF OPERATING LOSS TO NET CASH USED BY OPERATING ACTIVITIES

-~Mz./>IJ��-**  $ (470,405)  $ (338,229) 

.S��*/'MI/*�/-�zMQ-IQ>�M�-~Mz./>IJ��-**�/-�IM/�Q.*���*MS�K��-~Mz./>IJ�.Q/>�>/>M*}

LSM~zMQ>./>-I�.'-z/>�./>-I�M�~MI*M  308,190  280,099 

LQ�.IJM*�>I�.**M/*�.IS��>.K>�>/>M*}

LzMQM>�.K�M*  (13,734)  (78,751) 

L>I�MI/-z>M*  3,297  18 

L-/�Mz�.**M/*  (6,401)  (10,872) 

L.QQ-�I/*�~.�.K�M�.IS�.QQz�MS��>.K>�>/>M*  21,256  (1,098) 

L�IM.zIMS�zM�MI�M  38,434  (27,466) 

L-/�Mz��-IJ�/Mz'��>.K>�>/>M*  54,261  62,218 

L�&*&�J-�MzI'MI/.��Jz.I/*�zM|�IS.K�M  2,871  154 

L�-.I*�/-�*/�SMI/*  (2,106)  (1,353) 

����*�&=�#&�>�;?���������!��*��"����&  $ (64,337)  $ (115,280) 

NONCASH INVESTING, CAPITAL AND FINANCING ACTIVITIES

*/-Q��J>|/*  $ 20,492  $ 11,500 

>IQzM.*M�>I�>I/MzM*/�>I�*M.//�M�Q.IQMz�Q.zM�.��>.IQM  12,239  7,508 

IM/��IzM.�>�MS�J.>I*  339,155  191,376 

������������*�&=���"�&���!H�*���������>�<����*��!��*��"����&  $ 371,886  $  210,384 

�I>�Mz*>/ ��-|��. *�>IJ/-I �I>�Mz*>/ ��-|��. *�>IJ/-I

*�����������
�������������
�������
�������������&�

S������
��������	�

����������������M�	�	���������

2014 2013
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NOTE 1:

*������� �� *
��
������ .�����
��� ~�
�
��

FINANCIAL REPORTING ENTITY

The University of Washington (University) 
an agency of the state of Washington, is 
governed by a 10-member Board of Regents 
appointed by the governor and confirmed by 
the state senate.

The financial statements include the indi-
vidual schools, colleges and departments of 
the University, the University of Washington 
Medical Center (UWMC), Portage Bay 
Insurance (a wholly-owned subsidiary of the 
University) and certain affiliated operations 
determined to be a part of the University’s 
financial reporting entity. Affiliated orga-
nizations are evaluated for inclusion in the 
reporting entity as component units based 
on the significance of their relationship with 
the University.

Harborview Medical Center (HMC), a com-
ponent unit of King County, Washington, is 
a related party to the University, but is not 
reflected as part of the financial reporting 
entity (Note 13).

Component units are legally separate 
organizations for which the University is 
financially accountable. These entities may 
be reported in the financial statements of 
the primary government in one of two ways: 
the component units’ amounts may be 
blended with the amounts reported by the 
primary government, or they may be shown 
in a separate column, depending on the 
application of the criteria of Governmental 
Accounting Standards Board (GASB) 
Statement No. 61, “The Financial Reporting 
Entity: Omnibus.” All component units of 
the University meet the criteria for blend-
ing except Northwest Hospital & Medical 
Center and Valley Medical Center. They are 
reported discretely, since they have separate 
boards of directors and they do not provide 
services exclusively to the University.

BLENDED COMPONENT UNITS

The following entities are presented as 
blended component units because they pro-
vide service exclusively or almost exclusively 
to the University. Financial information 
for these affiliated organizations is available 
from their respective administrative offices.

The Association of University Physicians 
dba UW Physicians 
(UWP) was established as a tax-exempt 
entity for the exclusive benefit of the 
University of Washington School of 
Medicine (UWSOM). UWP employs 
UWSOM faculty and bills and collects 
for their clinical services as an agent for 
UWSOM. UWP had operating revenues of 
$174,283,000 and $173,566,000 in 2014 
and 2013, respectively.

UW Medicine Neighborhood Clinics 
(Neighborhood Clinics) was established 
as a tax-exempt entity for the benefit of 
UWSOM, UWP and its affiliated medi-
cal centers, HMC and UWMC, exclusively 
for charitable, scientific and educational 
purposes. The Neighborhood Clinics were 
organized to coordinate and develop patient 
care in a community clinical setting. They 
enhance the academic environment of 
UWSOM by providing additional sites of 
primary care practice and training for fac-
ulty, residents and students. Neighborhood 
Clinics had operating revenues of 
$14,596,000 and $14,614,000 in 2014 and 
2013, respectively.

Real estate financing entities 
The entities listed below are nonprofit 
corporations that were formed to acquire, 
construct or renovate certain real properties 
for the benefit of the University in fulfilling 
its educational, medical or scientific research 
missions. These entities issue tax-exempt and 
taxable bonds to finance these activities.

• TSB Properties

• Washington Biomedical Research 
Properties I

• Washington Biomedical Research 
Properties II

• Washington Biomedical Research  
Facilities 3

These entities collectively have net capital 
assets of $309,075,000 and $323,144,000 in 
2014 and 2013, respectively. They collec-
tively have long-term debt of $314,400,000 
and $333,450,000 in 2014 and 2013, 
respectively. These amounts are reflected in 
the University’s financial statements.

DISCRETELY PRESENTED COMPONENT UNITS

Northwest Hospital 
UW Medicine and Northwest Hospital 
& Medical Center (Northwest Hospital), 
a 281-bed full-service acute care hospi-
tal, entered into an affiliation agreement 
effective January 1, 2010. The University 
is the sole corporate member of Northwest 
Hospital. The audited financial statements 
of Northwest Hospital are available by 
contacting Northwest Hospital & Medical 
Center at 1550 N. 115th Street, Seattle, 
Washington 98133-9733, Mailstop X-112.

Valley Medical Center 
UW Medicine and Public Hospital District 
No. 1 of King County, a Washington public 
hospital district dba Valley Medical Center, 
entered into a strategic alliance, effective July 
1, 2011. Valley Medical Center owns and 
operates a 321-bed full-service acute care 
hospital and 45 clinics located throughout 
southeast King County. The audited finan-
cial statements of Valley Medical Center 
are available by contacting Valley Medical 
Center at 400 S. 43rd Street, Renton, 
Washington 98055 or online at the follow-
ing address: www.valleymed.org/about-us/
financial-information/.

JOINT VENTURES 

The University, together with Seattle 
Children’s Hospital and Fred Hutchinson 
Cancer Research Center established the 
Seattle Cancer Care Alliance (SCCA). 
The SCCA integrates the cancer research, 
teaching and clinical cancer programs of all 
three institutions to provide state-of-the-art 
cancer care. Each member of the SCCA has 
a one-third interest. The University accounts 
for its interest in SCCA under the equity 
method and has recorded $101,385,000 and 
$89,146,000 in Other Assets, together with 
$12,239,000 and $7,508,000 in Investment 
Income, for its share of the joint venture in 
2014 and 2013, respectively.

The University and Seattle Children’s 
Hospital established Children’s University 
Medical Group (CUMG) to assist the 
organizations in carrying out their pedi-
atric patient care, charitable, educational, 

and scientific missions. CUMG employs 
UWSOM faculty physicians, and bills and 
collects for their services as an agent for 
UWSOM. The University records revenue 
from CUMG based on the income distribu-
tion plan effective December 31, 2008. The 
University’s patient services receivable (Note 
5) includes amounts due from CUMG of 
$20,818,000 and $17,937,000 in 2014 and 
2013, respectively.

CHANGES IN REPORTING ENTITY

In fiscal year 2013, the University paid the 
remaining outstanding principal balance on 
the Twenty-Fifth Avenue Properties Student 
Housing Revenue Bonds, 2002, and title 
to the property known as Nordheim Court 
was passed to the University. The entity that 
issued the leased-backed bonds, Twenty-
Fifth Avenue Properties, was dissolved 
and is no longer a component unit of the 
University.

BASIS OF ACCOUNTING

The financial statements of the University 
have been prepared in accordance with 
GASB Statement No. 34, “Basic Financial 
Statements — and Management’s 
Discussion and Analysis — for State and 
Local Governments,” as amended by 
GASB Statement No. 35, “Basic Financial 
Statements — and Management’s Discussion 
and Analysis — for Public Colleges and 
Universities.” The University is reporting as 
a special-purpose government engaged in 
business-type activities (BTA). In accordance 
with BTA reporting, the University pres-
ents management’s discussion and analysis, 
statements of net position, statements of 
revenues, expenses and changes in net posi-
tion, statements of cash flows and notes 
to the financial statements. The financial 
statements are prepared using the economic 
resources measurement focus and the accrual 
basis of accounting.

Under the accrual basis of accounting, 
revenues are recognized when earned, and 
expenses are recorded when an obligation 
has been incurred. All intra-agency transac-
tions have been eliminated. The University 
reports capital assets net of accumulated 

depreciation/amortization (as applicable), 
and reports depreciation/amortization 
expense in the Statements of Revenues, 
Expenses and Changes in Net Position.

On July 1, 2012, the University adopted 
GASB Statement No. 62, “Codification 
of Accounting and Financial Reporting 
Guidance Contained in Pre-November 30, 
1989 FASB and AICPA Pronouncements.” 
The objective of this Statement is to incorpo-
rate into the GASB’s authoritative literature 
certain accounting and financial reporting 
guidance contained in accounting pro-
nouncements of the Financial Accounting 
Standards Board (FASB) and its predecessors, 
which was issued on or before November 30, 
1989 and which does not conflict with or 
contradict existing GASB pronouncements. 
Implementation of this Statement resulted in 
a minor footnote revision.

On July 1, 2012, the University adopted 
GASB Statement No. 63, “Financial 
Reporting of Deferred Outflows of 
Resources, Deferred Inflows of Resources, 
and Net Position.” This Statement pro-
vides guidance for accounting and financial 
reporting of deferred outflows of resources 
and deferred inflows of resources. GASB 
Concepts Statement No. 4, “Elements of 
Financial Statements,” introduced and 
defined these elements as a consumption 
of net position by the government that is 
applicable to a future reporting period, and 
an acquisition of net position by the govern-
ment that is applicable to a future reporting 
period, respectively. Previous financial report-
ing standards did not include guidance for 
reporting these financial statement elements, 
which are distinct from assets and liabilities.

This Statement amended the net asset 
reporting requirements of Statement No. 34 
and other pronouncements by incorporating 
deferred outflows of resources and deferred 
inflows of resources into the definitions of 
the required components of the residual 
measure and by renaming that measure as 
Net Position, rather than Net Assets. The 
impact to the University from implementa-
tion of this Statement is limited to renam-
ing the Balance Sheets as “Statements of 

Net Position,” and renaming the title of Net 
Assets to “Net Position” on the Statements 
of Net Position and the Statements of 
Revenues, Expenses and Changes in Net 
Position. 

On July 1, 2013, the University adopted 
GASB Statement No. 65, “Items Previously 
Reported as Assets and Liabilities.” This 
Statement establishes accounting and finan-
cial reporting standards that reclassify, as 
deferred outflows of resources or deferred 
inflows of resources, certain items that were 
previously reported as assets and liabilities 
and recognizes, as expenses or revenues, 
certain items that were previously reported 
as assets and liabilities. The impact to the 
University from implementation of this 
Statement is that all prior bond issuance 
costs were written off in the Statements of 
Revenues, Expenses and Changes in Net 
Position as Interest on Capital Asset-Related 
Debt in the fiscal year ending June 30, 2014. 
In addition, all prior losses on refunding of 
bonds were reported as Deferred Outflows of 
Resources, and property tax revenues related 
to Valley Medical Center were reported as 
Deferred Inflows of Resources, as of June  
30, 2014.

On July 1, 2013, the University adopted 
GASB Statement No. 66, “Technical 
Corrections — 2012 — an amendment of 
GASB Statements No. 10 and No. 62.” This 
Statement amends previously issued GASB 
statements to resolve conflicting guidance. 
There was no impact to the financial state-
ments of the University as a result of imple-
menting this Statement.

On July 1, 2013, the University adopted 
GASB Statement No. 67, “Financial 
Reporting for Pension Plans.” This Statement 
replaces the requirements of Statements 
No. 25, “Financial Reporting for Defined 
Benefit Pension Plans and Note Disclosures 
for Defined Contribution Plans,” and No. 
50, “Pension Disclosures,” as they relate 
to pension plans that are administered 
through trusts that meet certain criteria. 
Implementation of this Statement required 
the University to reflect a minor addi-
tional disclosure related to the University of 
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Washington Retirement Plan, a defined con-
tribution pension plan. The requirements of 
Statements No. 25 and No. 50 remain appli-
cable to pension plans that are not adminis-
tered through trusts, such as the University 
of Washington Supplemental Retirement 
Plan (Note 15). 

On July 1, 2013, the University adopted 
GASB Statement No. 70, “Accounting 
and Financial Reporting for Nonexchange 
Financial Guarantees.” This Statement 
requires a government that extends a 
nonexchange financial guarantee to rec-
ognize a liability when qualitative factors 
and historical data, if any, indicate that it is 
more likely than not that the government 
will be required to make a payment on the 
guarantee. This Statement also specifies the 
information required to be disclosed by gov-
ernments that extend or receive nonexchange 
financial guarantees. The University has not 
extended or received any nonexchange finan-
cial guarantees as of the years ended June 30, 
2014 or 2013, therefore there was no impact 
to the financial statements of the University 
as a result of implementing this Statement.

ACCOUNTING STANDARDS IMPACTING  
THE FUTURE

In June 2012, the GASB approved 
Statement No. 68, “Accounting and 
Financial Reporting for Pensions,” which 
will take effect in the fiscal year ending June 
30, 2015. This Statement requires govern-
ments providing defined benefit pensions to 
their employees to recognize their long-term 
obligation for pension benefits as a liability 
for the first time, along with the associated 
assets which have been set aside to fund the 
plan. Since the University participates in 
several cost sharing pension plans which are 
administered by the state of Washington 
Department of Retirement Systems (DRS), 
this statement will require the University to 
recognize its proportionate share of the state-
wide net pension liability for each of the 
plans in which it participates. The Statement 
also eliminates the method of amortizing 
the liability balances over several years, and 
instead requires full recognition of the net 
liability upon implementation. The require-
ment of GASB Statement No. 68 to record 
a proportionate share of retirement plan 
unfunded pension liabilities may negatively 
impact the University’s future unrestricted 

net position. The University is currently 
analyzing the impact of this Statement. 
Information regarding the funding status of 
the DRS retirement plans can be found in 
their financial report (Note 15).

In January 2013, the GASB issued 
Statement No. 69, “Government 
Combinations and Disposals of 
Government Operations.” This Statement 
requires disclosures to be made about 
government combinations and dispos-
als of government operations, in order to 
enable financial statement users to evalu-
ate the nature and financial effects of those 
transactions.

The requirements of this Statement are effec-
tive for financial reporting periods beginning 
in fiscal year 2015, and will be applied on a 
prospective basis when applicable.

In November 2013, the GASB issued 
Statement No. 71, “Pension Transition for 
Contributions Made Subsequent to the 
Measurement Date,” an amendment of 
GASB Statement No. 68, “Accounting and 
Financial Reporting for Pensions.” The pur-
pose of this Statement is to address applica-
tion of the transition provisions of GASB 
Statement No. 68 and clarify guidance 
regarding contributions made by a state or 
local government employer, or nonemployer 
contributing entity, to a defined benefit 
pension plan after the measurement date 
of the government’s beginning net pension 
liability. The University is currently analyz-
ing the impact of this statement.

USE OF ESTIMATES

The preparation of financial statements in 
conformity with U.S. Generally Accepted 
Accounting Principles involves management 
estimates that affect the reported amounts 
of assets, liabilities, deferrals, revenues 
and expenses during the reporting period. 
Actual results could differ from those esti-
mates; however, in each case, the University 
believes that allowances, reserves and esti-
mates of expected liabilities are adequate.

The University estimates the pollution 
remediation liability by reviewing the cur-
rent status of known polluted sites and 
developing estimates of cleanup costs. 
These estimates are subject to change due 
to improvements in technology, inflation, 

changes in the scope of work, and the pur-
suit of reimbursement from other respon-
sible parties.

Allowances (Notes 4 and 5) are estimates 
based on the historical experience of the 
University and current economic circum-
stances with respect to the collectability of 
accounts and loans receivable.

The liability and expense related to the 
University of Washington Supplemental 
Retirement Plan (Note 15) are based on an 
actuarial valuation prepared by an external 
actuary. The results of an actuarial valuation 
are estimates based on historical data, actu-
arial assumptions, and the demographics of 
the employee population.

The self-insurance reserve (Note 16) is 
estimated through an externally prepared 
actuarial calculation using individual case-
basis valuations and statistical analyses. 
Considerable variability is inherent in such 
estimates.

OTHER ACCOUNTING POLICIES

Investments.  Investments are generally car-
ried at fair value. The fair value of all debt 
and equity securities with a readily determin-
able fair value is based on quotations from 
major securities exchanges. Alternative invest-
ments, which are not readily marketable, are 
carried at the estimated fair values provided 
by the investment managers. The University 
reviews and evaluates the values provided by 
the investment managers and agrees with the 
valuation methods and assumptions used in 
determining the fair value of the alternative 
investments. Those estimated fair values may 
differ significantly from the values that would 
have been used had a ready market for these 
securities existed.

Investments under long-term strategies are 
considered noncurrent. Short-term invest-
ments consist primarily of cash equivalents 
and fixed income vehicles which manage-
ment has identified as available to meet the 
day-to-day obligations of the University.

Inventories.  Inventories are carried at the 
lower of cost or market value. Consumable 
inventories, consisting of expendable mate-
rials and supplies, are generally valued using 
the weighted-average method. Merchandise 
inventories are generally valued using the 
first-in, first-out method.

Capital Assets.  Land, buildings, equipment, 
library books and intangibles are stated 
at cost or, if acquired by gift, at fair mar-
ket value at the date of the gift. Additions, 
replacements, major repairs and renovations 
are capitalized. Depreciation and amortiza-
tion are computed using the straight-line 
method over the estimated useful lives of the 
assets, generally 15 to 50 years for building 
components, 20 to 50 years for infrastruc-
ture and land improvements, 5 to 7 years for 
equipment, 15 years for library books, and 3 
to 15 years for intangibles.

Interest incurred on capital asset-related debt 
was $103,065,000 and $76,371,000 dur-
ing 2014 and 2013, respectively. Of those 
costs, the University capitalized $11,530,000 
and $19,171,000 during 2014 and 2013, 
respectively.

Unearned Revenues.  Unearned revenues 
occur when funds have been collected in 
advance of when the associated goods or 
services have been provided, such as advance 
ticket sales, summer quarter tuition and 
unspent cash advances on certain grants.

Split-Interest Agreements.  Under these 
agreements, donors/beneficiaries receive 
income for their lifetime or for a stated term, 
with the University receiving the remaining 
principal. The University records an asset 
related to these agreements at fair market 
value at year-end. The University also records 
a liability related to the split-interest agree-
ments equal to the present value of expected 
future distributions; the discount rates 
applied range from 2.5% to 8.0%.

Compensated Absences.  University 
employees accrue annual leave at rates based 
on length of service, and for sick leave at the 
rate of one day per month. Sick leave bal-
ances, which are unlimited, can be converted 
to monetary compensation annually at 25% 
of the employees’ normal compensation rate 
for any balance that exceeds 480 hours, or 
for any balance upon retirement or death. 
Annual leave accrued at June 30, 2014 and 
2013 was $86,780,000 and $86,902,000, 
respectively, and is included in Accrued 
Liabilities. Sick leave accrued as of June 
30, 2014 and 2013 was $36,174,000 and 
$35,878,000, respectively, and is included in 
Long-Term Liabilities. 

Scholarship Allowances.  Tuition and Fees 
are reported net of scholarship allowances 
that are applied to students’ accounts from 
external funds that have already been recog-
nized as revenue by the University. Student 
aid paid directly to students is reported as 
scholarships and fellowships expense.

Net Patient Services Revenue.  Patient 
services revenue is recorded at the esti-
mated net realizable amounts from patients, 
third-party payors and others for services 
rendered, including estimated retroactive 
adjustments under reimbursement agree-
ments with third-party payors. Retroactive 
adjustments are accrued on an estimated 
basis in the period the related services are 
rendered and adjusted in future periods as 
final settlements are determined. Revenue 
related to charity care provided to patients is 
excluded from net patient services revenue. 

Third-party payor agreements with 
Medicare and Medicaid that provide 
for payments at amounts different from 
established rates are part of contractual 
adjustments to net patient services rev-
enue. Medicare reimbursements are based 
on a tentative rate, with final settlement 
determined after submission of annual cost 
reports and audits thereof by the Medicare 
fiscal intermediary. The estimated final 
settlements for open years are based on pre-
liminary cost findings after giving consid-
eration to interim payments that have been 
received on behalf of patients covered under 
these programs.  

For more information about UWMC 
operations and financial results, see their 
audited financial statements which are 
contained in the latest Bondholders Report 
at http://f2.washington.edu/treasury/alm/
investor-relations. 

Charity Care.  Based on established rates, 
the charges for patient services forgone as a 
result of charity care during the years ended 
June 30, 2014 and 2013 were $66,632,000 
and $81,347,000, respectively. 

The cost of charity care is estimated based 
on the ratio of the cost of providing care to 
the value of the charges forgone. Applying 
this ratio results in an estimated cost of 
charity care and uncompensated care of 
$25,782,000 and $32,000,000 in fiscal 
years 2014 and 2013, respectively.

State Appropriations.  The state of 
Washington appropriates funds to the 
University on both annual and biennial 
bases. These revenues are reported as non-
operating revenues in the Statements of 
Revenues, Expenses and Changes in Net 
Position.

Operating Activities.  The University’s 
policy for reporting operating activities 
in the Statements of Revenues, Expenses 
and Changes in Net Position is to include 
activities that generally result from exchange 
transactions. Examples of exchange transac-
tions are payments received for tuition, 
patient services or grants under which 
services are performed, as well as pay-
ments made for the delivery of goods or 
services. Certain other significant revenue 
streams used for operations, such as state 
appropriations, Pell grants, gifts and invest-
ment income are recorded as nonoperating 
revenues, as prescribed by GASB Statement 
No. 35.

Net Position.  The University’s net position 
is classified as follows: 

Net investment in capital assets: The 
University’s investments in capital assets, 
less accumulated depreciation/amortization, 
net of outstanding debt obligations related 
to capital assets; 

Restricted net position – nonexpendable: 
Net position subject to externally-imposed 
requirements that it be maintained perma-
nently by the University, including perma-
nent endowment funds and annuity and life 
income trusts; 

Restricted net position – expendable: Net 
position that the University is obligated 
to spend in accordance with restrictions 
imposed by external parties, generally schol-
arships, research and department uses;

Unrestricted net position: Net position not 
subject to externally imposed restrictions 
and which may be designated for specific 
purposes by management, or the Board of 
Regents.

Tax Exemption.  The University, as an 
agency of the state of Washington, is not 
subject to federal income tax pursuant to 
Section 115 of the Internal Revenue Code, 
except for tax on unrelated business income.
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(Dollars in thousands)  2014  2013
~./>MI/�*Mz�>QM*��IM/  $ 296,016  $ 285,378

Jz.I/*�.IS�Q-I/z.Q/*   186,215   189,134

*.�M*�.IS�*Mz�>QM*   27,263   23,444

/�>/>-I   14,751   15,004

S�M�|z-'�-/�Mz�.JMIQ>M*   84,241   42,649

z-�.�/>M*   27,017   25,201

>I�M*/'MI/*   45,053   37,308

*/./M�.~~z-~z>./>-I*   6,502   5,364

-/�Mz�   26,584   28,423

&#;�����   713,642   651,905

�M**}�.��-�.IQM�|-z�
S-�K/|���.QQ-�I/*   (73,372)  (77,553)

  TOTAL  $ 640,270  $ 574,352

NOTE 2:

Q������	�Q����M7�
�������
Cash includes cash on hand, petty cash and bank 
deposits. Most cash, except for cash held at the 
University and cash held in foreign banks, is cov-
ered by the Federal Deposit Insurance Corporation 
(FDIC), or if greater than FDIC limits, by collat-
eral held in a multiple financial institution collat-
eral pool administered by the Washington Public 
Deposit Protection Commission (PDPC).

At June 30, 2014 and 2013, bank balances of 
$83,311,000 and $89,742,000, respectively, were 
either insured by the FDIC or collateralized under 
the PDPC.

NOTE 3:

S���
��%
���*�����������
����
State law requires the University to deposit certain 
funds with the state treasurer, who holds and 
invests the funds. The deposits include amounts 
held for the University’s permanent land grant 
funds, the University of Washington building fee 
collected from students and certain general obliga-
tion bond reserve funds. The fair value of these 
funds approximates the carrying value.

NOTE 4:

*��	���������z���
�����
Net student loans of $72,498,000 and 
$70,392,000 at June 30, 2014 and 2013, respec-
tively, consist of $57,870,000 and $54,943,000 
from federal programs and $14,628,000 and 
$15,449,000 from University programs at June 30, 
2014 and 2013 respectively. Interest income from 
student loans for the years ended June 30, 2014 
and 2013 was $1,427,000 and $1,331,000, respec-
tively. These unsecured loans are made primarily to 
students who reside in the state of Washington.

NOTE 5:

.�������z���
�����
The major components of accounts receivable as 
of June 30, 2014 and 2013 were:

NOTE 6:

>����������
INVESTMENTS - GENERAL

The Board of Regents of the University 
of Washington is responsible for the man-
agement of the University’s investments. 
The Board of Regents establishes invest-
ment policy, which is carried out by the 
Chief Investment Officer. The University 
of Washington Investment Committee, 

comprised of board members and invest-
ment professionals, advises on matters relat-
ing to the management of the University’s 
investment portfolios. The composition 
of the carrying amounts of investments by 
type at June 30, 2014 and 2013 is listed in 
Table 1.

��;���Q���#��"��&��?���"�&�+���&��(Dollars in thousands)

 *���Z����"���	

Investment Type 2014 2013
Q.*��M��>�.�MI/*  $ 16,957  $ 256,781 
|>�MS�>IQ-'M  1,972,553  1,655,711 
M��>/�  1,672,262  1,287,084 
I-I�'.z�M/.K�M�.�/MzI./>�M*�  349,778  362,632 
.K*-��/M�zM/�zI�  509,476  404,416 
zM.��.**M/*�  219,069  165,792 
'>*QM��.IM-�*  4,724  5,917 
�/��������"�&�+���&  $ 4,744,819  $ 4,138,333 

* Investment type includes private and other illiquid investments held in the Consolidated Endowment Fund

INVESTMENT POOLS

The University combines most short-term 
cash balances into the Invested Funds Pool. 
At June 30, 2014, the Invested Funds 
Pool totaled $1,606,152,000 compared 
to $1,564,368,000 at June 30, 2013. The 
Invested Funds Pool also owns units in the 
Consolidated Endowment Fund (CEF) 
valued at $668,863,000 on June 30, 2014 
and $468,187,000 on June 30, 2013. By 
University policy, departments with quali-
fying funds in the Invested Funds Pool 
receive distributions based on their aver-
age balances and on the type of balance. 
Campus depositors received 2% in fiscal 
years 2014 and 2013. Endowment operat-
ing and gift accounts received 3% in both 
fiscal years 2014 and 2013 with the dis-
tributions directed to the University. The 
difference between the actual earnings of 
the Invested Funds Pool and the calculated 
distributions is used to support activities 
benefiting all University departments. 

The majority of the endowed funds are 
invested in a pooled fund called the CEF. 
Individual endowments purchase units in 
the pool on the basis of a per-unit valuation 
of the CEF at fair value on the last business 
day of the calendar quarter. Income is dis-
tributed based on the number of units held. 
RCW 24.55 of the Washington State Code 

and the Uniform Prudent Management 
of Institutional Funds Act allow for total 
return expenditure under comprehensive 
prudent standards. 

Under the CEF spending policy approved 
by the Board of Regents, quarterly dis-
tributions to programs are based on an 
annual percentage rate of 4%, applied to 
the five-year rolling average of the CEF’s 
market valuation. Additionally, the policy 
allows for an administrative fee of 1% sup-
porting campus-wide fundraising and stew-
ardship activities (0.80%) and offsetting 
the internal cost of managing endowment 
assets (0.20%). This policy was effective 
with the December 2010 quarterly distri-
butions, with the five-year averaging period 
implemented incrementally. 

The University records its permanent 
endowments at the lower of original 
gift value or current market value in the 
Restricted Nonexpendable Net Position 
category. Of the endowments that are 
recorded at current market value, the net 
deficiency from the original gift value is 
$4,676,000 and $18,297,000 at June 30, 
2014 and 2013, respectively.

Funds in irrevocable trusts managed by 
trustees other than the University are not 

reported in the financial statements. The fair 
value of these funds was $111,831,000 at 
June 30, 2014 compared to $49,575,000 at 
June 30, 2013. The increase in the fair value 
is largely due to a $58,000,000 estate gift 
received in fiscal year 2014. Income received 
from these trusts, which is included in 
Investment Income, was $2,297,000 for the 
year ended June 30, 2014 and $2,224,000 
for the year ended June 30, 2013.

Net appreciation (depreciation) in the fair 
value of investments includes both realized 
and unrealized gains and losses on invest-
ments. The University realized net gains of 
$58,702,000 and $72,750,000 in 2014 and 

2013, respectively, from the sale of invest-
ments. The calculation of realized gains and 
losses is independent of the net appreciation 
of the fair value of investments. Realized 
gains and losses on investments that have 
been held in more than one fiscal year and 
are sold in the current year include the net 
appreciation of these investments reported 
in the prior year(s). The net appreciation 
in the fair value of investments during 
the years ended June 30, 2014 and 2013 
was $397,857,000 and $264,126,000, 
respectively.

FUNDING COMMITMENTS

The University enters into contracts with 
investment managers to fund alternative 
investments. As of June 30, 2014 and 2013, 
the University had outstanding commit-
ments to fund alternative investments of 
$262,852,000 and $191,669,000, respec-
tively. These commitments are expected 
to be called over a multi-year time frame. 
The University believes it has adequate 
liquidity and funding sources to meet these 
obligations.

��;���[�����"�&�+����>���"���"�&  (Dollars in thousands)

Notional Amount Fair Value as of June 30 *]���	�����<����"���	
SM*Qz>~/>-I 2014 2013 .**M/�Q�.**>|>Q./>-I 2014 2013 >IQ-'M�Q�.**>|>Q./>-I 2014 2013
|�/�zM*�Q-I/z.Q/* $18,049 $34,462 >I�M*/'MI/* $18,815 $34,278 >I�M*/'MI/�>IQ-'M $766 $184 

DERIVATIVES

The University’s investment policies allow 
investing in various derivative instruments, 
including futures, swaps and forwards, 
to manage exposures within or across the 
portfolio and to improve the portfolio’s risk/
return profile. Futures are financial contracts 
obligating the buyer to purchase an asset 
at a predetermined future date and price. 

Total return swaps involve commitments to 
pay interest in exchange for a market-linked 
return, both based on notional amounts. 
Derivative instruments are recorded on the 
contract date and are carried at fair value 
using listed price quotations or amounts that 
approximate fair value. The fair value bal-
ances and notional amounts of investment 

derivative instruments outstanding at June 
30, 2014 and 2013, categorized by type, are 
as follows: 

Credit exposure represents exposure to 
counterparties relating to financial instru-
ments where gains exceed collateral held by 
the University or losses are less than the col-
lateral posted by the University. There was 
no credit exposure as of June 30, 2014 or 
2013. No derivative instruments have been 
reclassified from  a hedging instrument to an 
investment instrument. 

Details on foreign currency derivatives are 
disclosed under Foreign Exchange Risk. 

INTEREST RATE RISK 

Interest rate risk is the risk that changes 
in interest rates will adversely affect the 
fair value of fixed income securities. The 
University manages interest rate risk through 
its investment policies and the investment 
guidelines established with each manager. 
Each fixed-income manager is assigned a 

maximum boundary for duration as com-
pared to the manager’s relevant benchmark 
index. The goal is to allow ample freedom 
for the manager to perform, while control-
ling the interest rate risk in the portfolio. 
Effective duration is a commonly used 
measure of interest rate risk. The longer 
the duration, the more sensitive the port-
folio is to changes in interest rates. The 
weighted average effective duration of the 
University’s fixed income portfolio was 1.91 
and 2.95 years at June 30, 2014 and 2013, 
respectively.

CREDIT RISK 

Fixed income securities are subject to credit 
risk, which is the risk that the issuer or other 
counterparty to a financial instrument will 
not fulfill its obligations or that negative 
perceptions of the issuer’s ability to make 
these payments will cause prices to decline. 

Concentration of credit risk is the risk of loss 
attributed to the magnitude of a govern-
ment’s investment in a single issuer. The 
University Investment Policies limit fixed 
income exposure to investment grade assets. 
The Investment Policy for the Invested 
Funds’ cash pool requires each manager to 
maintain an average quality rating of “AA”  
as issued by a nationally recognized rating 
organization. The Invested Funds’ liquid-
ity pool requires each manager to maintain 
an average quality rating of “A” and to hold 
25% of their portfolios in government and 
government agency issues. The Investment 
Policy for the CEF reflects its long-term 
nature by specifying average quality rat-
ing levels by individual manager, but still 
restricting investment to investment grade 
credits. 

DQ-I/>I�MSE
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��;���^���<�'�>���*�+�B�*��>���J#����?���>��<<�*��"��>#������� (Dollars in thousands)

2014

Investments U.S. Government Investment Grade*
���K��
	���	���

Grade Not Rated Total
>������� 
(in years)

�&*&�/zM.*�z>M*  $ 877,812  $ –  $ –  $ –  $ 877,812 !&�"

�&*&�J-�MzI'MI/�.JMIQ�   597,761   –   –   –   597,761 !&�!

'-z/J.JM�K.Q�MS�   –   103,105   93,889   –   196,994 �&��

.**M/�K.Q�MS�   –   178,075   8,495   1,281   187,851 �&�"

Q-z~-z./M�.IS�-/�Mz   –   79,195   549   –   79,744 �&��

������  $ 1,475,573  $ 360,375  $ 102,933  $ 1,281  $ 1,940,162 1.91

2013

Investments U.S. Government Investment Grade*
���K��
	���	���

Grade Not Rated Total
>������� 
(in years)

�&*&�/zM.*�z>M*  $ 730,492  $ –  $ –  $ –  $ 730,492 �&"�

�&*&�J-�MzI'MI/�.JMIQ�   661,159   –   –   –   661,159 �&"!

'-z/J.JM�K.Q�MS   –   98,779   94,196   9,067   202,042 "&��

.**M/�K.Q�MS   –   164,394   9,743   3,908   178,045 �&""

Q-z~-z./M�.IS�-/�Mz   –   86,585   –   628   87,213 �&�!

������  $ 1,391,651  $ 349,758  $ 103,939  $ 13,603  $ 1,858,951 2.95

* Investment Grade securities are those that are rated BBB and higher by Standard and Poor’s or Baa and higher by Moody’s

(Dollars in thousands) June 30, 2014 June 30, 2013
M�z-�DM�zE  $ 156,509  $ 114,213

Q�>IM*M�zMI'>IK>�Dz'KE� 126,848 73,109

>IS>.I�z�~MM�D>IzE 100,451 65,686

�.~.IM*M��MI�D�~�E 65,017 45,735

Kz.�>�>.I�zM.��DKz�E� 56,611 47,956

z�**>.I�z�K�M�Dz�KE 56,517 47,302

Kz>/>*��~-�IS�DJK~E� 54,281 51,193

�-IJ��-IJ�S-��.z�D��SE� 50,663 24,285

*-�/���-zM.I��-I�D�z�E� 49,150 29,477

Q.I.S>.I�S-��.z�DQ.SE� 41,888 27,109

*�>**�|z.IQ�DQ�|E 39,900 36,888

/.>�.IM*M�S-��.z�D/�SE� 30,894 23,796

~�>�>~~>IM�~M*-�D~�~E� 18,974 22,737

>IS-IM*>.�z�~>.��D>SzE� 14,732 19,301

zM'.>I>IJ�Q�zzMIQ>M* 166,883 142,283

��������  $ 1,029,318  $ 771,070

��;���h�����"�&�+���&�>���+�����>����<����!��*#����*?FOREIGN EXCHANGE RISK 

Foreign exchange risk is the risk that investments denominated 
in foreign currencies may lose value due to adverse fluctuations 
in the value of the U.S. dollar relative to foreign currencies. The 
University’s investment policies permit investments in interna-
tional equity and other asset classes, which can include foreign 
currency exposure. The University also enters into foreign currency 
forward contracts, futures contracts, and options to manage the 
foreign currency exposure. The University held non-U.S. denomi-
nated securities at June 30, 2014 and 2013 of $1,029,318,000 and 
$771,070,000, respectively.

Duration and credit risk figures at June 30, 2014 and 2013 exclude 
$49,348,000 and $53,541,000, respectively, of fixed income secu-
rities held outside the CEF and the Invested Funds Pool. These 
amounts make up 2.48% and 2.80%, respectively, of the University’s 
fixed income investments (including cash equivalents), and are not 
included in the duration figures detailed in Table 3.

The composition of the fixed income securities at June 30, 2014 and 
2013, along with credit quality and effective duration measures is 
summarized as follows:

NOTE 7:

'�����
����/����
The Metropolitan Tract, located in down-
town Seattle, comprises approximately 11 
acres of developed property including office 
space, retail space, parking and a luxury 
hotel. This land was the original site of the 
University from 1861 until 1895 when the 
University moved to its present location. 
Since the early 1900s, the Metropolitan 
Tract has been leased by the University to 
entities responsible for developing and oper-
ating the property.

On July 18, 1953, the Board of Regents of 
the University and the entity now known 
as Unico Properties, LLC entered into a 
lease agreement for office, retail and park-
ing facilities which will expire in November 
2014. On January 19, 1980, the Board of 
Regents of the University entered into a 
lease with the Urban/Four Seasons Hotel 
Venture for the Olympic Hotel property, 
which will expire in 2040. The hotel was 
operated as the Four Seasons Olympic Hotel 
until July 31, 2003. On August 1, 2003, the 

remaining lease term was assigned to LHCS 
Hotel Holding (2002) LLC. The hotel was 
renamed the Fairmont Olympic Hotel and 
is now managed by Fairmont Hotels & 
Resorts.

The balances as of June 30, 2014 and 2013 
represent operating assets, net of liabili-
ties, and land, buildings and improvements 
stated at appraised value as of November 1, 
1954. The balances also include subsequent 
capital additions and improvements at cost, 
less retirements and accumulated deprecia-
tion of $155,342,000 and $146,350,000, 
respectively, and are net of the outstanding 
balance of the associated commercial paper 
or line of credit.

In June 2014, the Metropolitan Tract credit 
line balance of $8,500,000 was refinanced 
through the University’s commercial paper 
program (Note 11).

On September 20, 2013, the University 
exercised its option to terminate its lease 

with Unico for the Cobb Building, effec-
tive November 1, 2014. On October 28, 
2014, the University issued $34,000,000 
in short-term commercial paper, to buy 
out the leasehold of the Cobb Building 
and take possession of certain leasehold 
improvements.

The University has entered into an 
agreement with Wright Runstad & 
Company to operate the Rainier Tower and 
Rainier Square commencing November 
1, 2014. In addition, Wright Runstad 
will undertake pre-development activities 
relating to the redevelopment of Rainier 
Square. The University has plans to ground 
lease the property to Wright Runstad if 
and when certain development milestones 
are met. On November 1, 2014, the 
University selected Unico Properties, LLC 
to manage the remaining properties in the 
Metropolitan Tract.

NOTE 8:

Q��
����.�����
Capital asset activity for the two-year period ended June 30, 2014 is summarized as follows:

(Dollars in thousands)
���;�����	���� 

    June 30, 2012
   Additions/ 
  Transfers Retirements

�����;�����	���� 
      June 30, 2013

       Additions/ 
     Transfers    Retirements

������;�����	���� 
       June 30, 2014

�.IS  $ 117,614  $ 9,793  $ 2,019  $ 125,388  $ 1,407  $ –  $ 126,795 

>I|z.*/z�Q/�zM  184,027  9,975 –   194,002 – –  194,002 

K�>�S>IJ*  3,966,688  735,071  14,510  4,687,249  579,650  21,914  5,244,985 

|�zI>/�zM��|>�/�zM*�.IS�M��>~'MI/  1,153,102  120,700  69,633  1,204,169  101,865  82,223  1,223,811 

�>Kz.z��'./Mz>.�*  304,768  12,481  1,645  315,604  11,767  1,708  325,663 

Q.~>/.�>�MS�Q-��MQ/>-I*  5,751  1,134 –   6,885  208  –  7,093 

>I/.IJ>K�M�.**M/*  67,444  5,663 –   73,107  32,360  148  105,319 

Q-I*/z�Q/>-I�>I�~z-JzM**  720,928  (253,342) –   467,586  (341,016)  4,874  121,696 

>I/.IJ>K�M*�>I�~z-QM**  6,528  6,893 –   13,421  11,991 –  25,412 

LL/-/.�  6,526,850  648,368  87,807  7,087,411  398,232  110,867  7,374,776 

�M**�.QQ�'��./MS�SM~zMQ>./>-I�
.'-z/>�./>-I}

>I|z.*/z�Q/�zM   86,287  4,566 –   90,853  4,498 –  95,351 

K�>�S>IJ*  1,634,334  157,299  9,137  1,782,496  175,424  11,261  1,946,659 

|�zI>/�zM��|>�/�zM*�.IS�M��>~'MI/  925,175  93,621  66,762  952,034  107,910  77,150  982,794 

�>Kz.z��'./Mz>.�*  215,917  14,861  1,187  229,591  10,749  1,253  239,087 

>I/.IJ>K�M�.**M/*  46,728  9,752 –   56,480  9,609 –   66,089 

LL/-/.��.QQ�'��./MS 
LLSM~zMQ>./>-I�.'-z/>�./>-I

 2,908,441  280,099  77,086  3,111,454  308,190  89,664  3,329,980 

CAPITAL ASSETS, NET  $ 3,618,409  $ 368,269  $ 10,721  $ 3,975,957  $ 90,042  $ 21,203  $ 4,044,796 
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(Dollars in thousands)
;�����	����

June 30, 2012
Additions/
Transfers �	��������

;�����	����
June 30, 2013

Additions/
Transfers �	��������

;�����	����
June 30, 2014

Current 
Portion 2013

Current 
Portion 2014

K-IS*�~.�.K�M}

LJMIMz.��-K�>J./>-I�K-IS*�~.�.K�M�DI-/M�!!E  $ 194,614  $ 11,435  $ 26,110  $ 179,939  $ –  $ 14,895  $ 165,044  $ 14,895  $ 15,460 

LzM�MI�M�K-IS*�~.�.K�M�DI-/M�!!E  1,380,665  299,425  19,975  1,660,115  175,405  70,665  1,764,855  40,900  38,945 

L�I.'-z/>�MS�~zM'>�'�-I�K-IS*  80,705  32,558  11,642  101,621  10,342  10,507  101,456  8,153  10,658 

LL/-/.��K-IS*�~.�.K�M  1,655,984  343,418  57,727  1,941,675  185,747  96,067  2,031,355  63,948  65,063 

I-/M*�~.�.K�M�.IS�Q.~>/.���M.*M*}

�LI-/M*�~.�.K�M���-/�Mz�C�Q.~>/.��.**M/ 
LzM�./MS�DI-/M�!!E  29,800  3,337  6,784  26,353 352  2,697  24,008  2,671  2,800 

LI-/M*�~.�.K�M���-/�Mz�C�I-IQ.~>/.��.**M/� 
LzM�./MS�DI-/M�!!E  967  419  208  1,178  644 –  1,822  387  1,568 

LQ.~>/.���M.*M�-K�>J./>-I*�DI-/M�!�E  8,620  16,629  3,422  21,827  2,878  4,248  20,457  4,724  4,640 

LL/-/.��I-/M*�~.�.K�M�.IS�Q.~>/.���M.*M*  39,387  20,385  10,414  49,358  3,874  6,945  46,287  7,782  9,008 

-/�Mz��-IJ�/Mz'��>.K>�>/>M*}

L-K�>J./>-I*��ISMz�*~�>/�>I/MzM*/�.JzMM'MI/*  30,227  1,354  79  31,502  5,182 –  36,684  799  41 

L~-���/>-I�zM'MS>./>-I��>.K>�>/��DI-/M�!E  6,000  7,000 –  13,000  9,000 –  22,000 –  3,400 

LS�M�/-�zM�./MS�~.z/��DI-/M�!�E – – – –  16,366 –  16,366 –  5,500 

L*>Q���M.�M�DI-/M�!E  34,630  5,842  4,594  35,878  5,203  4,907  36,174  4,548  4,750 

L*M�|�>I*�z.IQM�DI-/M�!�E  62,919  28,605  11,816  79,708  13,917  26,175  67,450  11,914  18,995 

LIM/�~MI*>-I�-K�>J./>-I�DI-/M�!�)  127,465  38,550  2,643  163,372  38,550  3,027  198,895  2,341  2,834 

LL/-/.��-/�Mz��>.K>�>/>M*  261,241  81,351  19,132  323,460  88,218  34,109  377,569  19,602  35,520 

������������!K���+����;������&  $ 1,956,612  $ 445,154  $ 87,273  $ 2,314,493  $ 277,839  $ 137,121  $ 2,455,211  $ 91,332  $ 109,591 

NOTE 9:

����/�����
��
�
�
���

UNIVERSITY OF WASHINGTON

Long-term liability activity for the two-year period ended June 30, 2014 is summarized as follows:

(Dollars in thousands)
;�����	��� 

 June 30, 2012
Additions/
Transfers �	��������

;�����	���� 
June 30, 2013

Additions/
Transfers �	��������

;�����	���� 
June 30, 2014

Current  
Portion 2013

Current  
Portion 2014

"����?�+�>�*���*�����
�>'>/MS�/.��JMIMz.��-K�>J./>-I�K-IS*  $ 255,462  $ –   $ 5,892  $ 249,570  $ –  $ 6,067  $ 243,503  $ 6,145  $ 6,320 

zM�MI�M�K-IS*  21,388 –   1,230  20,158 –   1,300  18,858  1,520  1,585 

K�>�S�.'Mz>Q.�K-IS*  61,155 –  –   61,155 –  –   61,155 –  –  

I-/M*�~.�.K�M���-/�Mz  1,865 –   765  1,100  1,251  944  1,407  772  534 

����������!K���+����;������&  $ 339,870 � k� ���  $ 7,887  $ 331,983  $ 1,251  $ 8,311  $ 324,923  $ 8,437  $ 8,439 

����=@�&��=�&�����
zM�MI�M�K-IS*  $ 78,000  $ –  $ 2,000  $ 76,000  $ –  $ 2,600  $ 73,400  $ 2,600  $ 2,800 

I-/M*�~.�.K�M���Q.~>/.���M.*M*  18,391 –   1,537  16,854 –   3,209 13,645  1,625  1,175 

����������!K���+����;������&  $ 96,391 � k� ���  $ 3,537  $ 92,854 � k� �  $ 5,809  $ 87,045  $ 4,225  $ 3,975 

DISCRETE COMPONENT UNITS

Long-term liability activity for the two-year period ended June 30, 2014 is summarized as follows:

;��>&���>�����&���?�;��  (Dollars in thousands)

*/./M�-|��.*�>IJ/-I 
JMIMz.��-K�>J./>-I�K-IS* 

�I>�Mz*>/��-|��.*�>IJ/-I 
zM�MI�M�K-IS*

I-/M*�~.�.K�M� 
.IS�-/�Mz

Year ��������� Interest ��������� Interest ��������� Interest
2015  $ 15,460  $ 8,070  $ 38,945  $ 84,273  $ 4,368  $ 1,000 

2016  18,289  7,197  41,335  82,594  3,146  925 

2017  17,620  6,305  42,870  80,917  3,007  740 

2018  14,300  5,409  42,215  79,198  2,898  616 

2019  14,345  4,674  43,530  77,388  2,875  494 

2020 – 2024  59,435  14,392  235,955  355,227  8,605  895 

2025 – 2029  25,595  2,018  258,830  294,233  571  36 

2030 – 2034 – –  258,770  228,659  200 –

2035 – 2039 – –  419,030  147,014  160 –

��"��C�/�MzM.|/Mz – –  383,375  37,517 – –

���������?+���&  $ 165,044  $ 48,065  $ 1,764,855  $ 1,467,020  $ 25,830  $ 4,706 

NOTE 11:

K�	����	�I����~������
The bonds and notes payable at June 30, 2014 consist of state of Washington General Obligation and Refunding Bonds, University Revenue 
Bonds, and Notes Payable. These obligations have fixed interest rates ranging from 1.64% to 6.52%. Debt service requirements at June 30, 
2014 were as follows:

Years�(Dollars in Thousands) 

2015  $ 47,021 

2016  38,932 

2017  36,282 

2018  25,776 

2019  23,992 

����������"  79,678 

�����������  30,565 

����������"  21,753 

/�MzM.|/Mz  62,172 

�������+���+#+����&����?+���&  $ 366,171 

OPERATING LEASES

The University has certain lease agreements in effect that are considered operating 
leases, which are primarily for leased building space. During the years ended June 
30, 2014 and 2013, the University recorded rent expenses of $38,791,000 and 
$31,303,000, respectively, for these leases. Future lease payments under these 
leases as of June 30, 2014 are as follows:

CAPITAL LEASES 

Year�(Dollars in thousands)     
Future 

Payments
2015  $ 5,109 
2016  3,839 
2017  3,432 
2018  2,113 
2019  1,627 
/�MzM.|/Mz  6,096 
L/-/.��'>I>'�'��M.*M�~.�'MI/*  22,216 
L�M**}��.'-�I/�zM~zM*MI/>IJ�>I/MzM*/�Q-*/*  1,759 
������&����"��#���<�+���+#+���?+���&  $ 20,457 

(Dollars in thousands)
;�����	��� 

June 30, 2012 Additions Retirements
//;�����	��� 

//q��	�^wH�[wQ^ Additions Retirements
//;�����	��� 

//q��	�^wH�[wQh

M��>~'MI/  $ 29,062  $ 16,630  $ 14,989  $ 30,703  $ 2,878  $ 702  $ 32,879 
zM.��M*/./M  9,987 – –  9,987 –  9,987 – 
L/-/.�  39,049  16,630  14,989  40,690  2,878  10,689  32,879 
�M**�.QQ�'��./MS�SM~zMQ>./>-I}
M��>~'MI/  20,996  5,027  14,989  11,034  5,572  702  15,904 
zM.��M*/./M  9,987 – –  9,987 –  9,987 – 
L/-/.��.QQ�'��./MS�SM~zMQ>./>-I  30,983  5,027  14,989  21,021  5,572  10,689  15,904 
�����&�>�*��������&&��&H����  $ 8,066  $ 11,603 �k� K�  $ 19,669  $ (2,694) �k� K�  $ 16,975 

Buildings and equipment under capital leases were as follows:

NOTE 10:

�������
Future minimum lease payments under capital leases, and the present value of the net minimum lease payments, as of June 30, 2014, are as follows:

DQ-I/>I�MSE
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Instruction 
Instruction includes expenses for all 
activities that are part of an institution’s 
instruction program. Expenses for 
credit and noncredit courses; academic, 
vocational, and technical instruction; and 
tutorial instruction are included in this 
category. The University’s professional and 
continuing education programs are also 
included. 

Research 
The research category includes all expenses 
for activities specifically organized to 
produce research, which are funded by 
federal, state, and private institutions. 

Public Service 
Public service includes activities conducted 
primarily to provide non-instructional 
services to individuals and groups other 
than the University and its students, such as 
community service programs, conferences, 
institutes and general advisory services.

The activities of the University’s public 
radio stations, Center for Educational 
Leadership and clinical trials are included 
in this category. 

Academic Support  
Academic support includes expenses 
incurred to provide support services for the 
institution’s primary missions: instruction, 
research, and public service. The activities 

of the University’s academic administration, 
libraries, museums and galleries, and 
information technology support for 
academic activities are included in this 
category. 

Student Services 
The student services category includes the 
Offices of Admissions and the University 
Registrar. The activities of the Center for 
Undergraduate Advising, Diversity, and 
Student Success, and the operations of the 
Rubenstein Pharmacy in the student health 
center are also included in this category.

Institutional Support 
The institutional support category 
includes central activities that manage 
long-range planning for the institution, 
such as planning and programming 
operations, legal services, fiscal operations, 
space management, procurement and 
activities concerned with community 
and alumni relations. The University’s 
central administration departments and 
information technology support for non-
academic activities are included in this 
category.

Operation and Maintenance of Plant 
The operation and maintenance of plant 
category includes the administration, 
operation, maintenance, preservation, and 
protection of the institution’s physical plant.

State law requires that the University 
reimburse the state for debt service 
payments relating to its portion of the state 
of Washington General Obligation and 
Refunding Bonds from Medical Center 
patient revenues, tuition, timber sales and 
other revenues. 

PLEDGED REVENUES

The University has pledged $54,738,000 
of future Student Facilities Fees and earn-
ings on invested fees to retire the Student 
Facilities Refunding Revenue Bonds issued 
in 2005. Proceeds of the bonds were used to 
construct student recreational sports facili-
ties. These funds will be committed until the 
fiscal year ending June 30, 2030. Fiscal year 
2014 debt service on these bonds is 18.5% 
of the associated 2014 pledged revenues.

ISSUANCE ACTIVITY

On December 5, 2012, the University 
issued $299,425,000 in General Revenue 
& Refunding Bonds, 2012C, at a premium 
of $30,721,000. The proceeds were used 
to fund various projects such as renova-
tion of Husky Stadium, the Husky Union 
Building, and the Ethnic Cultural Center; 
implementation of the Housing and Food 
Services Master Capital Plan (Phases 1-3); 
expansion of the UW Medical Center; 
improvements at the University’s Bothell 
and Tacoma campuses; and construction of 
the new Molecular Engineering Building. 
In addition, proceeds were used to pay off 
$75,000,000 in commercial paper. The 
2012C bonds have coupon rates rang-
ing from 2.00% to 5.00% with an average 
coupon rate of 3.61%. The average life of 
the 2012C General Revenue bonds is 21.75 
years with final maturity on July 1, 2043.

On September 5, 2013, the University 
issued $146,410,000 in General Revenue 
& Refunding Bonds, 2013, at a premium 
of $8,589,000. The proceeds were used to 
fund various projects such as renovation 
of Husky Stadium, implementation of the 

Housing and Food Services Master Capital 
Plan (Phases 2 and 3) and construction of 
the Husky Ballpark. In addition, proceeds 
were used to pay off $20,000,000 in com-
mercial paper. The 2013 bonds have coupon 
rates ranging from 1.50% to 5.00% with an 
average coupon rate of 4.96%. The average 
life of the 2013 General Revenue bonds is 
17.72 years with final maturity on July 1, 
2041.

REFUNDING ACTIVITY

On February 5, 2013, the state of 
Washington refunded General Obligation 
Bonds totaling $11,870,000 (UW por-
tion) with new bond issuances totaling 
$11,435,000 and premium of $1,837,000. 
The refunded bonds had a coupon rate 
of 5.00%; the new bonds have an aver-
age interest rate of 4.50%. The refunding 
decreased the total debt service payments 
to be made over the next five years by 
$837,000 and resulted in a total economic 
gain of $815,000.

On January 9, 2014, the University, through 
the Washington Economic Development 
Finance Authority, refunded Lease 
Revenue Bonds financing the University’s 
blended component unit, Washington 
Biomedical Research Properties 1, total-
ing $29,590,000 with new bond issuances 
totaling $28,995,000 and premium of 
$1,752,000. The refunded bonds had cou-
pon rates ranging from 3.95% to 5.375% 
with an average interest rate of 5.07%; the 
new bonds have an average interest rate of 
4.37%. The refunding decreased the total 
debt service payments to be made over the 
next 21.5 years by $3,488,000 and resulted 
in a total economic gain of $2,445,000. The 
average life of the Washington Economic 
Development Finance Authority Lease 
Revenue Refunding Bonds, 2013 is 10.6 
years with final maturity on June 1, 2034.

Combined COP Refunding:   
On March 19, 2013, the state of 
Washington refunded Certificates of 
Participation (COP) totaling $2,740,000 
with new COP issuances totaling 
$2,410,000 (plus premium of $358,000). 
The refunding decreased the total debt 
service payments to be made over the next 
12 years by $338,000 and resulted in a total 
economic gain of $368,000.

COMMERCIAL PAPER PROGRAM

In July 2006, the Board of Regents autho-
rized a commercial paper program with a 
maximum borrowing limit of $250,000,000, 
payable from University general revenues. 
This short-term borrowing program is 
primarily used to fund capital expenditures. 
As of June 30, 2014 and 2013, there was 
$58,500,000 and $25,000,000, respec-
tively, in outstanding commercial paper. 
$8,500,000 of this debt was issued to refi-
nance the Metropolitan Tract’s line of credit 
(Note 7), and is therefore reflected as a com-
ponent of the Metropolitan Tract line on the 
Statements of Net Position.

During fiscal year 2013, the University 
issued an additional $75,000,000 and retired 
$75,000,000 of commercial paper debt.

During fiscal year 2014, the University 
issued an additional $53,500,000 and retired 
$20,000,000 of commercial paper debt.

SUBSEQUENT DEBT OFFERING

On October 28, 2014, the University issued 
$34,000,000 in short-term commercial 
paper and used the proceeds to buy out 
the leasehold of the Cobb Building in the 
University’s Metropolitan Tract. 

DQ-I/>I�MSE

��	����������	��	�/(Dollars in thousands) 2014 2013

>I*/z�Q/>-I  $ 1,036,506  $ 987,945 

zM*M.zQ�  766,310  756,162 

~�K�>Q�*Mz�>QM  41,553  47,818 

.Q.SM'>Q�*�~~-z/  297,200  261,222 

*/�SMI/�*Mz�>QM*  43,420  36,322 

>I*/>/�/>-I.��*�~~-z/  223,955  200,872 

-~Mz./>-I���'.>I/MI.IQM�-|�~�.I/  201,049  206,510 

*Q�-�.z*�>~*���|M��-�*�>~*  138,309  140,897 

.��>�>.z��MI/Mz~z>*M*  285,561  203,615 

'MS>Q.��zM�./MS  1,042,323  999,687 

SM~zMQ>./>-I�.'-z/>�./>-I  308,190  280,099 

���������������!��'���&�&  $ 4,384,376  $ 4,121,149 

NOTE 12: 
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Operating expenses by functional classification for the years ended June 30, 2014 and  
2013 are summarized as follows:

Scholarships and Fellowships  
This category includes expenses for 
scholarships and fellowships and other 
financial aid not funded from existing 
University resources. Financial aid funded 
from existing University resources are 
considered scholarship allowances, which 
are reflected as an offset to tuition revenues. 
Expenditure of amounts received from the 
Washington State Need grant, Washington 
Higher Education grant, and Pell grants are 
reflected in this manner.

Auxiliary Enterprises  
Auxiliary enterprises furnish goods or 
services to students, faculty, staff or the 
general public. These units charge a fee 
directly related to the cost of the goods or 
services. A distinguishing characteristic of 
an auxiliary enterprise is that it operates as 
a self-supporting activity. The activities of 
the University’s Intercollegiate Athletics, 
Commuter Services and Housing and Food 
Services departments are included in this 
category.

Medical-related  
The medical-related category includes 
all expenses associated with patient-care 
operations, including nursing and other 
professional services, general services, 
administrative services, and fiscal services. 
The activities of UWMC, UWP, and 
Neighborhood Clinics are included in this 
category (Note 1).

Depreciation/Amortization 
Depreciation and amortization reflect a 
periodic expensing of the cost of capitalized 
assets such as buildings, equipment, software 
or other intangible assets, spread over their 
estimated useful lives.
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NOTE 13:
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Harborview Medical Center (HMC), a hos-
pital and Level I adult and pediatric trauma 
center located in Seattle, is a component 
unit of King County, Washington. It has 
been managed by the University under a 
management contract between King County 
and the University since 1967. The cur-
rent management contract will be in effect 
through June 30, 2015.

Under the contract, the HMC Board of 
Trustees determines major institutional 
policies and retains control of programs and 
fiscal matters, while King County retains 
ultimate control over capital programs and 
capital budgets. The University is respon-
sible for the operations of HMC, includ-
ing the provision of medical, dental and 
management services. All of the individuals 
employed at HMC, including physicians, are 
employees of the University. HMC expenses, 
including payroll, are reimbursed to the 
University from HMC fund sources.

HMC revenues and expenses are not recog-
nized in the University’s financial state-
ments. The University’s financial statements 
do, however, include accounts receivable 
from HMC of $33,015,000 in 2014 and 
$23,404,000 in 2013, as well as HMC 

investments of $3,389,000 and $2,955,000, 
respectively, and accrued liabilities of 
$18,600,000 and $18,526,000, respectively.

Beginning in fiscal year 2014, UW Medicine 
information technology began operating as 
a self-sustaining activity of the University 
(ITS department).  The ITS department 
began recording enterprise-wide information 
technology capital assets that are purchased 
for use by UW Medicine entities. The Due 
To Related Party reflected in long-term 
liabilities (Note 9) of $16,366,000 at June 
30, 2014 represents HMC’s funding of the 
enterprise-wide information technology 
which will be recognized by the ITS depart-
ment over the useful life of the asset.

The University of Washington Foundation 
(UWF) is a nonprofit organization that per-
forms fundraising activities on behalf of the 
University. The UWF is not included in the 
University’s financial statements as a com-
ponent unit because gifts and grants that are 
made to the UWF are immediately trans-
ferred to the University. In 2014 and 2013, 
the UWF transferred $53,510,000 and 
$64,813,000, respectively, to the University 
in gifts and grants received on its behalf; 
these are included in the financial statements 

of the University. The remaining amounts 
retained by the UWF are not significant to 
the University’s financial statements.

The University of Washington Alumni 
Association is a tax-exempt entity that was 
established to connect and celebrate alumni 
and to support the University’s mission. The 
Alumni Association received $2,564,000 
and $2,491,000 from the University in sup-
port of its operations in fiscal years 2014 and 
2013, respectively.

During fiscal year 2013, UWMC pro-
vided $2,100,000 to Northwest Hospital 
(NWH) to mitigate the negative impact 
of several state program reductions includ-
ing the hospital safety net funding. This 
amount is presented in the Statements of 
Revenues, Expenses and Changes in Net 
Position for the University as a reduction of 
Patient Services revenue and for NWH as an 
increase in Patient Services revenue. In addi-
tion, $8,321,000 of capital funding was also 
provided by UWMC to NWH during fiscal 
year 2013, and is reflected by the University 
in Other Nonoperating Revenues (Expenses) 
and by NWH in Capital Grants, Gifts and 
Other.

NOTE 14:
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Healthcare and life insurance programs 
for employees of the state of Washington 
are administered by the Washington State 
Health Care Authority (HCA). The HCA 
calculates the premium amounts each year 
that are sufficient to fund the statewide 
health and life insurance programs on a 
pay-as-you-go basis. These costs are passed 
through to individual state agencies based 
upon active employee headcount; the agen-
cies pay the premiums for active employees 
to the HCA. The agencies may also charge 
employees for certain higher cost options 
elected by the employee.

State of Washington retirees may elect cover-
age through state health and life insurance 
plans, for which they pay less than the full 
cost of the benefits, based on their age and 

other demographic factors. The healthcare 
premiums for active employees, which are 
paid by the agency during employees’ work-
ing careers, subsidize the “underpayments” 
of retirees.

An additional factor in the OPEB obliga-
tion is a payment that is required by the 
state legislature to reduce the premiums for 
retirees covered by Medicare (an “explicit” 
subsidy). For both calendar years 2014 and 
2013, this amount was $150 per retiree eli-
gible for parts A and B of Medicare. This is 
also passed through to state agencies through 
active employee rates charged to the agency.

There is no formal state or University plan 
that underlies the subsidy of retiree health 
and life insurance.

ACTUARIAL STUDY

Actuarial studies, performed every two 
years by the Washington Office of the State 
Actuary, calculated that the total OPEB 
obligation of the state of Washington at 
January 1, 2013 and 2011 was $3.7 billion 
and $3.5 billion, respectively. The annual 
required contribution was $342 million and 
$321 million for the state of Washington 
for 2013 and 2011, respectively. The actu-
ary calculated the OPEB obligation based 
on individual state employee data, includ-
ing age, retirement eligibility and length of 
service. The probability of an employee of a 
given age and length of service retiring and 
receiving OPEB benefits is based on state-
wide historical data.

NOTE 15:
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The University offers two contribu-
tory plans: the Washington State Public 
Employees Retirement System (PERS) plan, 
a defined-benefit retirement plan; and the 
University of Washington Retirement Plan 
(UWRP), a defined-contribution plan. The 
University of Washington Supplemental 
Retirement Plan, a defined-benefit plan, is 
closed to employees who were not active par-
ticipants on February 28, 2011.

PUBLIC EMPLOYEES RETIREMENT SYSTEM

Plan Description:  The University con-
tributes to PERS, a cost sharing, multiple-
employer, defined-benefit pension plan 
administered by the state of Washington 
Department of Retirement Systems. PERS 
Plan 1 provides retirement and disability 
benefits and minimum benefit increases 
beginning at age 66 to eligible nonacademic 
plan members hired prior to October 1, 
1977. PERS Plans 2 and 3 provide retire-
ment and disability benefits and a cost-of-
living allowance to eligible nonacademic 
plan members hired on or after October 
1, 1977. In addition, PERS Plan 3 has a 
defined-contribution component, which is 
fully funded by employee contributions. The 
authority to establish and amend benefit 
provisions resides with the legislature.

The Washington State Department of 
Retirement Systems issues a publicly avail-
able financial report that includes financial 
statements and required supplementary 
information for PERS. The report may be 
obtained by writing to the Department 

of Retirement Systems, P.O. Box 48380, 
Olympia, Washington 98504-8380, or visit-
ing www.drs.wa.gov/administration/.

Funding Policy: The Office of the State 
Actuary, using funding methods prescribed 
by statute, determines actuarially required 
contribution rates for PERS. Plan 1 mem-
bers were required to contribute 6% of 
their annual covered salary in fiscal years 
2014 and 2013. Contributions for Plan 2 
members are determined by the aggregate 
method, and may vary over time. The con-
tribution rate for Plan 2 employees at June 
30, 2014 and 2013 was 4.9% and 4.6%, 
respectively. Plan 3 members can choose 
contributions ranging from 5% to 15% of 
salary, based on the age of the member. The 
defined-contribution benefit for PERS 3 will 
depend on the member’s contributions, the 
investment earnings on those contributions, 
and if an annuity is taken, the age at which 
the member receives payment. The blended 
contribution rate for the University at 
June 30, 2014 and 2013, for each of PERS 
Plans 1, 2, and 3 was 9.21% and 7.21% 
respectively.

The University’s contributions to PERS for 
the years ended June 30, 2014, 2013, and 
2012 were $81,662,000, $62,030,000 and 
$59,708,000, respectively, as determined 
by rates established in accordance with 
RCW 41.45.

UNIVERSITY OF WASHINGTON 
RETIREMENT PLAN (403(B))

Faculty, librarians and professional staff 
are eligible to participate in the University 
of Washington Retirement Plan, a 403(b) 
defined-contribution plan administered by 
the University.

403(b) Plan Description: Contributions 
to the plan are invested by participants in 
annuity contracts or mutual fund accounts 
offered by one or more fund sponsors. 
Employees have at all times a 100% vested 
interest in their accumulations. Benefits 
from the plan are available upon separa-
tion or retirement at the member’s option. 
RCW 28B.10.400 et. seq. assigns the 
authority to the University of Washington 
Board of Regents to establish and amend 
benefit provisions.

The number of participants in the 403 
(b) plan for the years ended June 30, 
2014 and 2013 were 14,993 and 14,495, 
respectively.  

403(b) Funding Policy: Employee contri-
bution rates, based on age, are 5%, 7.5% 
or 10% of salary. The University matches 
the contributions of employees. Within 
parameters established by the legislature, 
contribution requirements may be estab-
lished or amended by the University of 
Washington Board of Regents. Employee 
and employer contributions for the 
years ended June 30, 2014 and 2013 
were $97,763,000 and $90,837,000, 
respectively.

The actuary’s allocation of the cumulative 
statewide liability related to the University 
and HMC (an unconsolidated related party), 
was estimated at approximately $671 mil-
lion and $605 million for 2013 and 2011, 
respectively. These amounts are not included 
in the University’s financial statements.

The University paid $288 million and $289 
million for healthcare expenses in 2014 and 
2013, respectively, which included its pay-as-
you-go portion of the OPEB liability, calcu-
lated by the actuary at $8.6 million and $6.8 
million in 2014 and 2013, respectively.

The State Actuary’s report is available at: 
osa.leg.wa.gov/Actuarial_Services/OPEB/
OPEB.htm
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NOTE 16:

Commitments and Contingencies
Authorized expenditures for construc-
tion projects unexpended as of June 30, 
2014 and 2013 were $176,659,000 and 
$156,326,000, respectively. These expendi-
tures will be funded from local funds, debt 
proceeds and state appropriations.

The University receives and expends sub-
stantial amounts under federal and state 
grants, contracts and programs. This fund-
ing is used for research, student aid, Medical 
Center operations and other programs, and 
is subject to audit by governmental granting 
agencies. Certain grant and contract costs 
billed to the federal government are sub-
ject to audit under OMB Circular A-133, 
“Audits of States, Local Governments, and 

Non-Profit Organizations.” The University 
is also involved in various other claims and 
legal actions arising in the ordinary course 
of business. University management believes 
that any liabilities arising from these mat-
ters will not have a material effect on the 
University’s financial statements.

The University is exposed to risk of loss 
related to tort liability, injuries to employ-
ees and loss of property. The University 
purchases insurance protection for workers’ 
compensation as well as marine, aviation 
and certain other risks. The University also 
purchases insurance protection for loss of 
property at self-sustaining units, bond-
financed buildings and where otherwise 

required by contract; otherwise, the risk 
of property loss is retained, unfunded. For 
medical professional, general, employ-
ment practices and automobile liability, the 
University maintains a program of self-
insurance reserves and excess insurance cov-
erage. The self-insurance reserve represents 
the estimated ultimate cost of settling claims 
resulting from events that have occurred on 
or before the Statements of Net Position 
date. The reserve includes the undiscounted 
amounts that will be required for future 
payments of claims that have been reported, 
and claims related to events that have 
occurred but have not yet been reported.

The self-insurance reserve is estimated through an actuarial calculation and included 
in Long-Term Liabilities. Changes in the self-insurance reserve for the years ended 
June 30, 2014, 2013, and 2012 are noted below:

(Dollars in thousands) 2014 2013 2012
zM*Mz�M�./�KMJ>II>IJ�-|�|>*Q.���M.z  $ 79,708  $ 62,919  $ 50,092 

>IQ�zzMS�Q�.>'*�.IS�Q�.IJM*�>I�M*/>'./M*  13,917  28,605  24,839 

Q�.>'�~.�'MI/*  (26,175)  (11,816)  (12,012)

���&��"�������>��<�<�&*���?���  $ 67,450  $ 79,708  $  62,919 

On October 26, 2012, the Commissioners 
of Public Hospital District No. 1 filed a 
lawsuit alleging that Valley Medical Center 
lacked the authority to assent to the stra-
tegic alliance agreement and are seeking to 
prevent the Board of Trustees formed by the 
strategic alliance agreement from exercising 
“legislative responsibilities of the District’s 

elected commissioners.” The King County 
Superior Court ruled for the University, and 
the case has been appealed. Although the 
University cannot predict the result of this 
appeal, University management believes that 
the lawsuit will not have a material adverse 
impact upon the financial position of the 
University.

UNIVERSITY OF WASHINGTON SUPPLEMENTAL RETIREMENT PLAN (401(A))

The University of Washington Supplemental 
Retirement Plan (UWSRP), a 401(a) 
defined-benefit retirement plan, operates in 
tandem with the 403(b) plan and is closed to 
new participants.

The Unfunded Actuarial Accrued Liability 
(UAL) and Annual Required Contribution 
(ARC) as of July 1 of the respective years 
were:

(Dollars in thousands) 2013 2011 2009
�.�  $ 292,535  $ 235,048  $ 218,036 

I-z'.��Q-*/  $ 9,529  $ 10,774  $ 8,860 

.'-z/>�./>-I�-|��.���>IQ��S>IJ�>I/MzM*/  29,021  19,607  17,220 

���*  $ 38,550  $ 30,381  $ 26,080 

 

����������������������(Dollars in thousands) 2013 2011 2009
~.�z-���Q-�MzMS�K��~�.I�  $ 1,047,000  $ 1,129,000  $ 976,000 

z./M�-|�zM/�zI�.**�'~/>-I "&��� "&��� �&���

*.�.z��>IQzM.*M*�|-z��M.z*�!�.IS��� 3% 2% 2%

*.�.z��>IQzM.*M�|-z�/�>zS��M.z 3% 4% 4%

*.�.z��>IQzM.*M*�/�MzM.|/Mz� 3% 4% 4%
The UAL and ARC were established using the entry age normal cost method.

(Dollars in thousands) 2014 2013 2012
K.�.IQM�./�KMJ>II>IJ�-|�|>*Q.���M.z  $ 163,372  $ 127,465  $ 99,124 

ARC 38,550 38,550 30,381 

~.�'MI/*�/-�KMIM|>Q>.z>M* (3,027) (2,643)  (2,040)

�;����*�������>��<�<�&*���?���  $ 198,895  $ 163,372  $ 127,465 

The following table reflects the activity in the Net Pension Obligation for the years ended 
June 30, 2014, 2013 and 2012:

401(a) Plan Description: This plan 
provides for a supplemental payment 
component, which guarantees a mini-
mum retirement benefit based upon 
a one-time calculation at each eligible 
participant’s retirement date. The 
University makes direct payments to 
qualifying retirees when the retirement 
benefits provided by the 403(b) plan do 
not meet the benefit goals.

401(a) Plan Funding: The University 
received an actuarial valuation of the 
UWSRP with a valuation date of July 
1, 2013. The previous evaluations were 
performed in 2011 and 2009. The 
University has set aside $177,019,000 
and $148,270,000 as of June 30, 2014 
and 2013, respectively, for this liability. 
These funds do not meet the GASB 
technical definition of “Plan Assets” 
since they have not been segregated 
and restricted in a trust or equivalent 
arrangement. The UAL shown in the 
table above, therefore, does not reflect a 
credit for these amounts.

DQ-I/>I�MSE

During fiscal year 2014, the University 
entered into a Master Licensing Agreement 
with Starbucks Corporation. In accordance 
with this agreement, the University is obli-
gated to build and operate eight Starbucks 
licensed stores on its campuses. Three stores 
must be in operation by June 30, 2018, and 
the remaining stores must be in operation 
by June 30, 2020. The term of each store’s 
license extends ten years from the date 
the store is placed in service. In exchange, 
according to the ten-year Sponsorship 
Agreement also entered into during fiscal 
year 2014, Starbucks has agreed to pay 
the University a sponsorship fee totaling 
$10,000,000 through fiscal year 2023.
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(Dollars in thousands)

&���	�	�����z��	
	��	�H����	��	������*]���	�����
�	�������������?	���	��	��q��	�^wH�[wQh

Combined 
Entities Eliminations 

University of 
@��]�������

������;�	��	� 
Component 

Units +	������������	�
Real Estate 

Entities 

REVENUES
-~Mz./>IJ�zM�MI�M*}

*/�SMI/�/�>/>-I�.IS�|MM*  $ 838,796  $ –  $ 838,796  $ –  $ –  $ –

~./>MI/�*Mz�>QM*�   1,206,918   (11,316)   1,029,607   188,627   188,627   –

Jz.I/�zM�MI�M   1,275,491   –   1,275,491   –   –   –

-/�Mz�-~Mz./>IJ�zM�MI�M   592,766   (77,566)   624,757   45,575   252   45,323

���������������!���"��#�   3,913,971   (88,882)   3,768,651   234,202   188,879   45,323

EXPENSES
-~Mz./>IJ�M�~MI*M*}

-/�Mz�-~Mz./>IJ�M�~MI*M*   4,076,186   (78,994)   3,915,219   239,961   228,558   11,403

SM~zMQ>./>-I���.'-z/>�./>-I   308,190   –   290,367   17,823   1,613   16,210

/���������������!��'���&�&   4,384,376   (78,994)   4,205,586   257,784   230,171   27,613
����������!���*�+��-��&&.   (470,405)   (9,888)   (436,935)   (23,582)   (41,292)   17,710

NONOPERATING REVENUES (EXPENSES)
*/./M�.~~z-~z>./>-I*   262,146   –   262,146   –   –   –

J>|/*   117,071   –   117,071   –   –   –

>I�M*/'MI/�>IQ-'M   480,645   –   468,633   12,012   12,011   1

-/�Mz�I-I-~Mz./>IJ�zM�MI�M*�DM�~MI*M*E   (1,349)   –   (5,667)   4,318   23,348   (19,030)

����������������!���"��#�&�-�'���&�&.   858,513 � � �   842,183   16,330   35,359   (19,029)
����*�+��-��&&.�;�<������=�����"��#�&   388,108   (9,888)   405,248   (7,252)   (5,933)   (1,319)
Q.~>/.��.~~z-~z>./>-I*��Jz.I/*��J>|/*�.IS�-/�Mz   33,849   –   33,849   –   –   –

J>|/*�/-�~Mz'.IMI/�MIS-�'MI/*   55,541   –   55,541   –   –   –

���������=�����"��#�&   89,390 � � �   89,390 � � � � � � � � �
����*���&��->�*���&�.����������&�����   477,498   (9,888)   494,638   (7,252)   (5,933)   (1,319)

NET POSITION
IM/�~-*>/>-I�C�KMJ>II>IJ�-|��M.z   6,165,051   19,159   6,035,757   110,135   112,899   (2,764)

������&����������>��<�?���  $ 6,642,549  $ 9,271  $ 6,530,395  $ 102,883  $ 106,966  $ (4,083)

(Dollars in thousands)

&���	�	�����z��	
	��	�H����	��	������*]���	�����
�	�������������?	���	��	��q��	�^wH�[wQ^

Combined 
Entities Eliminations 

University of 
@��]�������

������;�	��	� 
Component 

Units +	������������	�
Real Estate 

Entities 

REVENUES
-~Mz./>IJ�zM�MI�M*}

*/�SMI/�/�>/>-I�.IS�|MM*  $  808,053  $  –  $  808,053  $  –  $  –  $  – 

~./>MI/�*Mz�>QM*�   1,162,389   (16,942)   991,483   187,848   187,848    – 

Jz.I/�zM�MI�M   1,310,718    –   1,310,718    –    –    – 

-/�Mz�-~Mz./>IJ�zM�MI�M   501,760   (26,003)   504,327   23,436   332   23,104 

���������������!���"��#�   3,782,920   (42,945)   3,614,581   211,284   188,180   23,104 

EXPENSES
-~Mz./>IJ�M�~MI*M*}

-/�Mz�-~Mz./>IJ�M�~MI*M*   3,841,050   (75,298)   3,698,200   218,148   209,455   8,693 

SM~zMQ>./>-I���.'-z/>�./>-I   280,099    –   262,297   17,802   1,648   16,154 

���������������!��'���&�&   4,121,149   (75,298)   3,960,497   235,950   211,103   24,847 
����������!���*�+��-��&&.   (338,229)   32,353   (345,916)   (24,666)   (22,923)   (1,743) 

NONOPERATING REVENUES (EXPENSES)
*/./M�.~~z-~z>./>-I*   218,165    –   218,165    –    –    – 

J>|/*   101,823    –   101,823    –    –    – 

>I�M*/'MI/�>IQ-'M   341,241    –   335,200   6,041   6,037   4 

-/�Mz�I-I-~Mz./>IJ�zM�MI�M*�DM�~MI*M*E   (31,325)   (21,591)   (21,995)   12,261   21,749   (9,488) 

����������������!���"��#�&�-�'���&�&.   629,904   (21,591)   633,193   18,302   27,786   (9,484) 
LL��*�+��-��&&.�;�<������=�����"��#�&   291,675   10,762   287,277   (6,364)   4,863   (11,227) 
Q.~>/.��.~~z-~z>./>-I*��Jz.I/*��J>|/*�.IS�-/�Mz   73,886    –   73,886    –    –    – 

J>|/*�/-�~Mz'.IMI/�MIS-�'MI/*   57,882    –   57,882    –    –    – 

���������=�����"��#�&   131,768 � � ���   131,768 � � ��� � � ��� � � ���
����*���&��->�*���&�.����������&�����   423,443   10,762   419,045   (6,364)   4,863   (11,227) 

NET POSITION
IM/�~-*>/>-I�C�KMJ>II>IJ�-|��M.z   5,741,608   8,397   5,616,712   116,499   108,036   8,463 

������&����������>��<�?���  $  6,165,051  $  19,159  $  6,035,757  $  110,135  $  112,899  $  (2,764) 

Condensed combining statements for the University and its blended component units are shown below:

(Dollars in thousands)

&���	�	�����z��	�������������q��	�^wH�[wQh
 Combined 

Entities  Eliminations 
 University of 
@��]�������

������;�	��	� 
Component 

Units +	������������	�
 Real Estate 

Entities 

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
Q�zzMI/�.**M/*}

LL/-/.��Q�zzMI/�.**M/*  $ 1,537,383  $ (9,073)  $ 1,467,956  $ 78,500  $ 64,357  $ 14,143

I-IQ�zzMI/�.**M/*}

L/-/.��-/�Mz�.**M/*   4,316,027   (8,285)   4,233,315   90,997   88,957   2,040

LQ.~>/.��.**M/*��IM/   4,044,796   –   3,721,405   323,391   14,316   309,075

LL/-/.��.**M/*   9,898,206   (17,358)   9,422,676   492,888   167,630   325,258

SM|MzzMS�-�/|�-�*�-|�zM*-�zQM*}

L�I.'-z/>�MS��-**�-I�K-IS�zM|�IS>IJ   14,359   –   14,359   –   –   –

���������&&��&���>� 
��>�<����>��#�<��@&��<���&�#�*�&

 $ 9,912,565  $ (17,358)  $ 9,437,035  $ 492,888  $ 167,630  $ 325,258

LIABILITIES   

�/-/.��Q�zzMI/��>.K>�>/>M*  $ 871,970  $ (26,629)  $ 810,694  $ 87,905  $ 60,664  $ 27,241

�/-/.��I-IQ�zzMI/��>.K>�>/>M*   2,398,046   –   2,095,946   302,100   –   302,100

�����������;������&   3,270,016   (26,629)   2,906,640   390,005   60,664   329,341

NET POSITION
IM/�>I�M*/'MI/�>I�Q.~>/.��.**M/*   2,018,077   –   2,007,437   10,640   14,316   (3,676)

zM*/z>Q/MS}

LI-IM�~MIS.K�M   1,257,297   –   1,257,297   –   –   –

LM�~MIS.K�M   1,628,532   –   1,628,532   –   –   –

�IzM*/z>Q/MS   1,738,643   9,271   1,637,129   92,243   92,650   (407) 

��������������&�����   6,642,549   9,271   6,530,395   102,883   106,966   (4,083)
������������;������&���>�������&�����  $ 9,912,565  $ (17,358)  $ 9,437,035  $ 492,888  $ 167,630  $ 325,258

NOTE 17:

K���	�	�Q���������
��

(Dollars in thousands)

&���	�	�����z��	�������������q��	�^wH�[wQ^
Combined 

Entities Eliminations 
 University of 
@��]�������

������;�	��	� 
Component 

Units +	������������	�
Real Estate 

Entities 

ASSETS
Q�zzMI/�.**M/*}

LL/-/.��Q�zzMI/�.**M/*  $  1,459,050  $  (9,587)  $  1,384,933  $  83,704  $  61,368  $  22,336 

I-IQ�zzMI/�.**M/*}

L/-/.��-/�Mz�.**M/*   3,732,174   –   3,630,935   101,239   90,137   11,102 

LQ.~>/.��.**M/*��IM/   3,975,957   –   3,641,225   334,732   11,588   323,144 

���������&&��&  $  9,167,181  $  (9,587)  $  8,657,093  $  519,675  $  163,093  $  356,582 

LIABILITIES
�/-/.��Q�zzMI/��>.K>�>/>M*  $  729,414  $  (28,746)  $  662,260  $  95,900  $  50,194  $  45,706 

�/-/.��I-IQ�zzMI/��>.K>�>/>M*   2,272,716   –   1,959,076   313,640   –   313,640 

�����������;������&   3,002,130   (28,746)   2,621,336   409,540   50,194   359,346 

NET POSITION
IM/�>I�M*/'MI/�>I�Q.~>/.��.**M/*   2,038,495   –   2,031,336   7,159   11,588   (4,429) 

zM*/z>Q/MS}   

�I-IM�~MIS.K�M   1,182,986   –   1,182,986   –   –   – 

�M�~MIS.K�M   1,344,643   –   1,344,643   –   –   –

�IzM*/z>Q/MS   1,598,927   19,159   1,476,792   102,976   101,311   1,665 

�������������&�����   6,165,051   19,159   6,035,757   110,135   112,899   (2,764) 
�����������;������&���>�������&�����  $  9,167,181  $  (9,587)  $  8,657,093  $  519,675  $  163,093  $  356,582 

DQ-I/>I�MSE NOTE 17  CONTINUED
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NOTE 18:

Discrete Component Units

Year Ended June 30, 2014 Year Ended June 30, 2013

(Dollars in thousands)  

&���	�	�����z��	
	��	�H����	��	�����
*]���	������	����������

������>����	�	�
Component 

Units 
 Northwest 

=��������
�"���	Z�+	������

Center 

������>����	�	�
Component 

Units 
 Northwest 

=��������
�"���	Z�+	������

Center 

REVENUES
-~Mz./>IJ�zM�MI�M*}   

~./>MI/�*Mz�>QM*�  $ 752,980  $ 309,734  $ 443,246  $ 741,581  $ 312,206  $ 429,375

-/�Mz�-~Mz./>IJ�zM�MI�M   45,556   14,607   30,949   38,888   15,601   23,287

���������������!���"��#�   798,536   324,341   474,195   780,469   327,807   452,662

EXPENSES   

-~Mz./>IJ�M�~MI*M*}

-/�Mz�-~Mz./>IJ�M�~MI*M*   738,308   311,805   426,503   733,981   299,824   434,157

SM~zMQ>./>-I���.'-z/>�./>-I   51,018   17,856   33,162   52,028   19,118   32,910

���������������!��'���&�&   789,326   329,661   459,665   786,009   318,942   467,067
����������!���*�+��-��&&.   9,210   (5,320)   14,530   (5,540)   8,865   (14,405)

NONOPERATING REVENUES (EXPENSES)
~z-~Mz/��/.��zM�MI�M   16,342   –   16,342   16,254   –   16,254

>I�M*/'MI/�>IQ-'M   7,390   4,362   3,028   7,519   4,569   2,950

-/�Mz�I-I-~Mz./>IJ�M�~MI*M*   (35,657)   (4,462)   (31,195)   (25,333)   (4,150)   (21,183)

����������������!���"��#�&�-�'���&�&.   (11,925)   (100)   (11,825)   (1,560)   419   (1,979)
����*�+��-��&&.�;�<������=�����"��#�&   (2,715)   (5,420)   2,705   (7,100)   9,284   (16,384)
Q.~>/.��Jz.I/*��J>|/*�.IS�-/�Mz   28   28   –   8,340   8,340   –

����*���&��->�*���&�.����������&�����   (2,687)   (5,392)   2,705   1,240   17,624   (16,384)

NET POSITION
IM/�~-*>/>-I�C�KMJ>II>IJ�-|��M.z   316,482   104,793   211,689   315,242   87,169   228,073

������&����������>��<�?���  $ 313,795  $ 99,401  $ 214,394  $ 316,482  $ 104,793  $ 211,689

Condensed combining statements for the University’s discrete component units are shown below:

June 30, 2014 June 30, 2013

(Dollars in thousands)

Statements of Net Position

������>����	�	�
Component 

Units 
 Northwest 

=��������
�"���	Z�+	������

Center 

������>����	�	�
Component 

Units 
 Northwest 

=��������
�"���	Z�+	������

Center 

ASSETS
Q�zzMI/�.**M/*}

L/-/.��Q�zzMI/�.**M/*  $ 221,876  $ 71,416  $ 150,460  $ 225,288  $ 81,949  $ 143,339

I-IQ�zzMI/�.**M/*}

LL/-/.��-/�Mz�.**M/*   153,484   55,393   98,091   136,469   50,845   85,624

LLQ.~>/.��.**M/*��IM/   489,680   120,566   369,114   510,947   123,243   387,704

����������&&��&  $ 865,040  $ 247,375  $ 617,665  $ 872,704  $ 256,037  $ 616,667

LIABILITIES AND DEFERRED INFLOWS OF RESOURCES
LL/-/.��Q�zzMI/��>.K>�>/>M*   $ 143,106   $ 64,904   $ 78,202   $ 144,047   $ 62,615   $ 81,432 

LL/-/.��I-IQ�zzMI/��>.K>�>/>M*   399,554   83,070   316,484   412,175   88,629   323,546

LL/-/.��SM|MzzMS�>I|�-�*�-|�zM*-�zQM*   8,585   –   8,585   –   –   –

������������;������&���>�>�<����>���<��@&� 
����<���&�#�*�&

  551,245   147,974   403,271   556,222   151,244   404,978

NET POSITION
IM/�>I�M*/'MI/�>I�Q.~>/.��.**M/*   84,800   40,704   44,096   93,222   38,227   54,995

zM*/z>Q/MS}

LLI-IM�~MIS.K�M   1,775   1,775   –   1,773   1,773   –

LLM�~MIS.K�M   8,511   697   7,814   8,537   809   7,728

�IzM*/z>Q/MS   218,709   56,225   162,484   212,950   63,984   148,966

��������������&�����   313,795   99,401   214,394   316,482   104,793   211,689
������������;������&H�>�<����>���<��@&��< 
�����&�#�*�&���>�������&�����  $ 865,040  $ 247,375  $ 617,665  $ 872,704  $ 256,037  $ 616,667

(Dollars in thousands)

Statements of Cash Flows��� 
Year ended June 30, 2014

Combined 
Entities Eliminations 

 University of 
@��]�������

������;�	��	� 
Component 

Units +	������������	�
Real Estate 

Entities 

����*�&=����"�>�>�-#&�>.�;?B
L-~Mz./>IJ�.Q/>�>/>M*  $ (64,337)  $ –  $ (54,721)  $ (9,616)  $ (29,177)  $ 19,561

LI-IQ.~>/.��|>I.IQ>IJ�.Q/>�>/>M*   461,249   –   446,478   14,771   14,771   –

LQ.~>/.��.IS�zM�./MS�|>I.IQ>IJ�.Q/>�>/>M*   (319,011)   –   (298,903)   (20,108)   (875)   (19,233)

L>I�M*/>IJ�.Q/>�>/>M*   (76,979)   –   (88,028)   11,049   13,191   (2,142)

������*���&��->�*���&�.����*�&=���>� 
*�&=��J#�"�����&

  922 � � �   4,826   (3,904)   (2,090)   (1,814)

Q.*��.IS�Q.*��M��>�.�MI/*�C� 
KMJ>II>IJ�-|�/�M��M.z   78,206   –   55,433   22,773   19,128   3,645

*�&=���>�*�&=��J#�"�����&�����>��<��=��?���  $ 79,128 � k� �  $ 60,259  $ 18,869  $ 17,038  $ 1,831

(Dollars in thousands)

Statements of Cash Flows��� 
Year ended June 30, 2013

Combined 
Entities Eliminations 

 University of 
@��]�������

������;�	��	� 
Component 

Units +	������������	�
Real Estate 

Entities 

NET CASH PROVIDED (USED) BY:
L-~Mz./>IJ�.Q/>�>/>M*  $  (115,280)  $  –  $  (161,271)  $  45,991  $  (23,738)  $  69,729 

LI-IQ.~>/.��|>I.IQ>IJ�.Q/>�>/>M*   413,594   –   389,341   24,253   24,253   – 

LQ.~>/.��.IS�zM�./MS�|>I.IQ>IJ�.Q/>�>/>M*   (331,829)   –   (325,546)   (6,283)   216   (6,499) 

L>I�M*/>IJ�.Q/>�>/>M*   61,563   –   124,128   (62,565)   9,769   (72,334) 

������*���&��->�*���&�.����*�&=���>� 
*�&=��J#�"�����&

  28,048 � � ��   26,652   1,396   10,500   (9,104) 

Q.*��.IS�Q.*��M��>�.�MI/*�C� 
KMJ>II>IJ�-|�/�M��M.z   50,158   –   28,781   21,377   8,628   12,749 

*�&=���>�*�&=��J#�"�����&�����>��<��=��?���  $  78,206 � k� ���  $  55,433  $  22,773  $  19,128  $  3,645 

 

DQ-I/>I�MSE
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 C-1  

APPENDIX C 

BOOK-ENTRY-ONLY SYSTEM   

 The information relating to the Book-Entry System in this appendix has been furnished by DTC, and has 
not been independently verified by the Underwriters, the Issuer or the University.  Neither the Underwriters, the 
Issuer nor the University makes any representation whatsoever as to the accuracy, adequacy or completeness of 
such information.  Language in [brackets] with strike-through has been deleted as permitted by DTC as it does not 
pertain to the Bonds.   

1. The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the 
securities (the “Securities”). The Securities will be issued as fully-registered securities registered in the name of 
Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized representative 
of DTC. One fully-registered Security certificate will be issued for [each issue of] the Securities, [each] in the 
aggregate principal amount of such issue, and will be deposited with DTC. [If, however, the aggregate principal 
amount of [any] issue exceeds $500 million, one certificate will be issued with respect to each $500 million of 
principal amount, and an additional certificate will be issued with respect to any remaining principal amount of such 
issue.] 

2. DTC, the world’s largest securities depository, is a limited-purpose trust company organized under 
the New York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a 
member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform 
Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities 
Exchange Act of 1934. DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. 
equity issues, corporate and municipal debt issues, and money market instruments (from over 100 countries) that 
DTC’s participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among 
Direct Participants of sales and other securities transactions in deposited securities, through electronic computerized 
book-entry transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical 
movement of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and 
dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned 
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, 
National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered 
clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC system is also 
available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and 
clearing corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly 
or indirectly (“Indirect Participants”). DTC has Standard & Poor’s rating of AA+. The DTC Rules applicable to its 
Participants are on file with the Securities and Exchange Commission. More information about DTC can be found at 
www.dtcc.com. 

3. Purchases of Securities under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the Securities on DTC’s records. The ownership interest of each actual purchaser of 
each Security (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records. 
Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial Owners are, 
however, expected to receive written confirmations providing details of the transaction, as well as periodic 
statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into 
the transaction. Transfers of ownership interests in the Securities are to be accomplished by entries made on the 
books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive 
certificates representing their ownership interests in Securities, except in the event that use of the book-entry system 
for the Securities is discontinued. 

4. To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC are 
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an 
authorized representative of DTC. The deposit of Securities with DTC and their registration in the name of Cede & 
Co. or such other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of the 
actual Beneficial Owners of the Securities; DTC’s records reflect only the identity of the Direct Participants to 
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whose accounts such Securities are credited, which may or may not be the Beneficial Owners. The Direct and 
Indirect Participants will remain responsible for keeping account of their holdings on behalf of their customers. 

5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will 
be governed by arrangements among them, subject to any statutory or regulatory requirements as may be in effect 
from time to time. [Beneficial Owners of Securities may wish to take certain steps to augment the transmission to 
them of notices of significant events with respect to the Securities, such as redemptions, tenders, defaults, and 
proposed amendments to the Security documents. For example, Beneficial Owners of Securities may wish to 
ascertain that the nominee holding the Securities for their benefit has agreed to obtain and transmit notices to 
Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their names and addresses to the 
Registrar and request that copies of notices be provided directly to them.] 

[6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are being 
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such issue to 
be redeemed.] 

7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 
Securities unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual 
procedures, DTC mails an Omnibus Proxy to Issuer as soon as possible after the record date. The Omnibus Proxy 
assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts Securities are 
credited on the record date (identified in a listing attached to the Omnibus Proxy). 

8. Redemption proceeds, distributions, and dividend payments on the Securities will be made to Cede 
& Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is to 
credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from Issuer 
or Agent, on payable date in accordance with their respective holdings shown on DTC’s records. Payments by 
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the case 
with securities held for the accounts of customers in bearer form or registered in “street name,” and will be the 
responsibility of such Participant and not of DTC, Agent, or Issuer, subject to any statutory or regulatory 
requirements as may be in effect from time to time. Payment of redemption proceeds, distributions, and dividend 
payments to Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC) is the 
responsibility of Issuer or Agent, disbursement of such payments to Direct Participants will be the responsibility of 
DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect 
Participants. 

[9. A Beneficial Owner shall give notice to elect to have its Securities purchased or tendered, through 
its Participant, to [Tender/Remarketing] Agent, and shall effect delivery of such Securities by causing the Direct 
Participant to transfer the Participant’s interest in the Securities, on DTC’s records, to [Tender/Remarketing] Agent. 
The requirement for physical delivery of Securities in connection with an optional tender or a mandatory purchase 
will be deemed satisfied when the ownership rights in the Securities are transferred by Direct Participants on DTC’s 
records and followed by a book-entry credit of tendered Securities to [Tender/Remarketing] Agent’s DTC account.] 

10. DTC may discontinue providing its services as depository with respect to the Securities at any time 
by giving reasonable notice to Issuer or Agent. Under such circumstances, in the event that a successor depository is 
not obtained, Security certificates are required to be printed and delivered. 

11. Issuer may decide to discontinue use of the system of book-entry-only transfers through DTC (or a 
successor securities depository). In that event, Security certificates will be printed and delivered to DTC. 

12. The information in this section concerning DTC and DTC’s book-entry system has been obtained from 
sources that Issuer believes to be reliable, but Issuer takes no responsibility for the accuracy thereof. 
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APPENDIX D 

FORM OF BOND COUNSEL OPINION 

October 7, 2015 

WBRP 3.2 
Seattle, Washington 

Barclays Capital Inc. 
Seattle, Washington 

Citigroup Global Markets Inc. 
Seattle, Washington 

Wells Fargo Securities 
Seattle, Washington 

Backstrom McCarley Berry & Co., LLC 
San Francisco, California 

University of Washington 
Seattle, Washington 

Re: WBRP 3.2 Lease Revenue Bonds, Series 2015A - $107,615,000 
WBRP 3.2 Lease Revenue Bonds, Series 2015B (Taxable) - $24,455,000 
 

Ladies and Gentlemen: 

We have acted as bond counsel to the University of Washington (the “University”) in connection with the 
issuance by WBRP 3.2, a Washington nonprofit corporation (the “Issuer”), of its Lease Revenue Bonds, Series 
2015A and Lease Revenue Bonds, Series 2015B (Taxable) (together the “Bonds”), and have examined a certified 
transcript of the proceedings taken for the issuance of the Bonds.  The Bonds are dated as of their date of delivery, 
and are in the aggregate principal amount of $132,070,000.  The Issuer is issuing the 2015A Bonds on behalf of the 
University in accordance with the provisions of Revenue Ruling 63-20 of the U.S. Treasury, as further amended and 
updated by Revenue Procedure 82-26 of the U.S. Treasury (collectively, the “Ruling”). 

The Bonds are being issued pursuant to an Indenture of Trust dated as of October 1, 2015 (the 
“Indenture”), between the Issuer and U.S. Bank National Association, as trustee (the “Trustee”) to provide funds 
that will be used by the Issuer, inter alia, to finance the costs of designing, permitting, construction and equipping 
biomedical research facilities on property in Seattle, Washington (defined with more particularity in the Indenture as 
the “Project”).  The Issuer has executed a Federal Tax Certificate dated as of this date (the “Tax Certificate”) 
regarding the use and investment of the proceeds of the 2015A Bonds.  Capitalized terms used in this opinion and 
not otherwise defined herein have the meanings given such terms in the Indenture. 

The 2015A Bonds are subject to optional and mandatory redemption as provided in the Indenture. 

The Bonds are non-recourse revenue obligations of the Issuer, payable solely from the Trust Estate pledged 
under the Indenture.  The Issuer has no source of funds available to pay debt service on the Bonds other than the 
Trust Estate which includes Revenues generated by the Project.  The University is not obligated to pay debt service 
on the Bonds. 
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In our capacity as Bond Counsel we have examined such documents, records of the Issuer and the 
University, and other instruments and proceedings as we deemed necessary to enable us to express the opinions set 
forth below. 

Based on the foregoing, we are of the opinion that, under existing law: 

1. The Bonds have been duly authorized, executed and delivered by the Issuer and are valid and 
binding obligations of the Issuer, enforceable in accordance with their terms, subject to laws relating to bankruptcy, 
insolvency, reorganization, moratorium and other similar laws affecting creditors’ rights heretofore or hereafter 
enacted to the extent constitutionally applicable and subject to the exercise of judicial discretion in appropriate cases 
and to the application of equitable principles if equitable remedies are sought. 

2. The Indenture has been duly authorized, executed and delivered by the Issuer and, assuming due 
authorization, execution and delivery by the Trustee, is a valid and binding obligation of the Issuer, enforceable in 
accordance with its terms, subject to the limitations set forth in paragraph 1. 

3. By official action of the Issuer prior to the issuance of the Bonds, the Issuer has duly authorized 
and approved the execution and delivery of and the performance by the Issuer of the obligations on its part 
contained in the Indenture. 

4. Interest on the 2015A Bonds is excludable from gross income for federal income tax purposes and 
is not an item of tax preference for purposes of the federal alternative minimum tax imposed on individuals and 
corporations; however, interest on the 2015A Bonds is taken into account in determining adjusted current earnings 
for the purpose of computing the alternative minimum tax imposed on certain corporations.  The opinion set forth in 
the preceding sentence is subject to the condition that the Issuer and the University comply with all requirements of 
the Internal Revenue Code of 1986, as amended (the “Code”), that must be satisfied subsequent to the issuance of 
the 2015A Bonds in order that the interest thereon be, and continue to be, excludable from gross income for federal 
income tax purposes. The Issuer and the University have covenanted to comply with all applicable requirements.  
Failure to comply with certain of such covenants may cause interest on the 2015A Bonds to be included in gross 
income for federal income tax purposes retroactively to the date of issuance of the 2015A Bonds. 

The Issuer has not designated the 2015A Bonds as “qualified tax-exempt obligations” within the meaning 
of Section 265(b)(3) of the Code. 

5. Interest on the 2015B Bonds is not excludable from gross income for federal income tax purposes. 

Except as expressly stated above, we express no opinion regarding any other federal or state income tax 
consequences of acquiring, carrying, owning or disposing of the Bonds.  Owners of the Bonds should consult their 
tax advisors regarding the applicability of any collateral tax consequences of owning the Bonds, which may include 
original issue discount, original issue premium, purchase at a market discount or at a premium, taxation upon sale, 
redemption or other disposition, and various withholding requirements. 

We have not been engaged nor have we undertaken to review the accuracy, completeness or sufficiency of 
the official statement or other offering material related to the Bonds (except to the extent, if any, stated in the 
official statement), and we express no opinion relating thereto, or relating to the undertaking by the Issuer or the 
University to provide ongoing disclosure pursuant to Securities and Exchange Commission Rule 15c2-12. 

This opinion is given as of the date hereof, and we assume no obligation to update, revise or supplement 
this opinion to reflect any facts or circumstances that may hereafter come to our attention or any changes in law that 
may hereafter occur. 

Very truly yours, 

PACIFICA LAW GROUP LLP 
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APPENDIX E 

FORMS OF CONTINUING DISCLOSURE UNDERTAKINGS OF THE  
ISSUER AND THE UNIVERSITY 

 
Form of Continuing Disclosure Undertaking of the University 

 This Continuing Disclosure Undertaking (this “Undertaking”) dated as of October 7, 2015, is hereby made 
by the University of Washington (the “University”) in connection with the issuance by WBRP 3.2 (the “Issuer”) of 
its Lease Revenue Bonds, Series 2015A and Lease Revenue Bonds, Series 2015B (Taxable) (collectively the 
“Bonds”) pursuant to an Indenture of Trust dated as of October 1, 2015, between the Issuer and U.S. Bank National 
Association (the “Trustee”) (the “Indenture”). 

The University covenants and agrees as follows:   

 SECTION 1.  Purpose of the Undertaking.  This Undertaking is being executed and delivered by the 
University for the benefit of the Holders and Beneficial Owners of the Bonds and in order to assist the Participating 
Underwriters in complying with S.E.C. Rule 15c2-12(b)(5). 

 SECTION 2.  Definitions.  In addition to the definitions set forth in the Indenture, which apply to any 
capitalized term used in this Undertaking unless otherwise defined in this Section, the following capitalized terms 
shall have the following meanings: 

 Annual Report shall mean any Annual Report provided by the University pursuant to, and as described in, 
Sections 3 and 4 of this Undertaking. 

 Beneficial Owner shall mean any person which (a) has the power, directly or indirectly, to vote or consent with 
respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds through nominees, depositories or 
other intermediaries), or (b) is treated as the owner of any Bonds for federal income tax purposes. 

 Dissemination Agent shall mean the University, or any successor Dissemination Agent designated in 
writing by the University and which has filed with the University a written acceptance of such designation. 

 Holders shall mean the registered holders of the Bonds, as recorded in the registration books of the Registrar. 

 MSRB means the Municipal Securities Rulemaking Board or any successors to its functions. 

 Notice Event shall mean any of the following events: 

1. Principal and interest payment delinquencies; 
2. Nonpayment related defaults, if material; 
3. Unscheduled draws on debt service reserves reflecting financial difficulties; 
4. Unscheduled draws on credit enhancements reflecting financial difficulties; 
5. Substitution of credit or liquidity providers, or their failure to perform; 
6. Adverse tax opinions, the issuance by the Internal Revenue service of proposed or final 

determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other material notices or 
determinations with respect to the tax status of the security, or other material or events affecting the tax-
exempt status of the 2015A Bonds; 

7. Modifications to the rights of Bond Owners if material; 
8. Optional, contingent or unscheduled calls of any Bonds other than scheduled sinking 

fund redemptions for which notice is given pursuant to Exchange Act Release 34-23856, if material, and 
tender offers;  

9. Defeasances;  
10. Release, substitution or sale of property securing repayment of the Bonds, if material; 
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11. Rating changes; 
12. Bankruptcy, insolvency, receivership or similar event of the Issuer;  
13. The consummation of a merger, consolidation, or acquisition of the Issuer or the sale of 

all or substantially all of the assets of the Issuer, other than in the ordinary course of business, the entry into 
a definitive agreement to undertake such an action or the termination of a definitive agreement to undertake 
such an actions, other than pursuant to its terms, if material; and  

14. Appointment of a successor or additional trustee or the change of name of the trustee, if 
material. 

 
Official Statement shall mean the Official Statement dated September 24, 2015, with respect to the Bonds. 

Participating Underwriter shall mean any of the original underwriters of the Bonds required to comply 
with the Rule in connection with offering of the Bonds.   

 Rule shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission under the 
Securities Exchange Act of 1934, as the same may be amended from time to time. 

 State shall mean the State of Washington. 

 SECTION 3.  Provision of Annual Reports. 

 (a) The University shall, or shall cause the Dissemination Agent to, not later than seven months after 
the end of the University’s fiscal year (presently January 31, 2016 for the fiscal year ending June 30, 2015), 
commencing with the report for the 2015 Fiscal Year, provide to the MSRB an Annual Report which is consistent 
with the requirements of Section 4 of this Undertaking.  The Annual Report may be submitted as a single document 
or as separate documents comprising a package, and may cross-reference other information as provided in Section 4 
of this Undertaking; provided that the audited financial statements of the University may be submitted separately 
from the balance of the Annual Report and later than the date required above for the filing of the Annual Report if 
they are not available by that date.  The University may adjust such fiscal year by providing written notice of the 
change of fiscal year to the MSRB. 

 (b) Not later than fifteen (15) Business Days prior to said date, the University shall provide the 
Annual Report to the Dissemination Agent (if other than the University).  If the University is unable to provide to 
the MSRB an Annual Report by the date required in subsection (a), the University shall send a notice to the MSRB 
stating that the University is unable to provide the Annual Report by the date required in subsection (a), and stating 
when the University expects to provide the Annual Report. 

 (c) If the Dissemination Agent is not the University, the Dissemination Agent shall file a report with 
the University certifying that the Annual Report has been provided pursuant to this Undertaking and stating the date 
it was provided. 

 SECTION 4.  Content of Annual Reports.  The University’s Annual Report shall contain or include by 
reference (without duplication) the following: 

1. The audited financial statements of the University for the prior fiscal year, prepared in accordance 
with generally accepted accounting principles as promulgated to apply to governmental entities from time 
to time by the Governmental Accounting Standards Board.  If the University’s audited financial statements 
are not available by the time the Annual Report is required to be filed pursuant to Section 3(a), the Annual 
Report shall contain unaudited financial statements in a format similar to the financial statements contained 
in the final Official Statement, and the audited financial statements shall be filed in the same manner as the 
Annual Report when they become available. 

2. Updates to the following financial and operating data of the University to the extent the updates 
are not included in the audited financial statements provided under subsection 1: 
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• The amount of University revenue and other debt outstanding in that fiscal year. 

• Student enrollment information for that fiscal year, of the type provided in the table entitled 
“STUDENT AND ENROLLMENT” under the heading “UNIVERSITY OF WASHINGTON – 
Admissions, Student Enrollment and Faculty Information” and distribution of undergraduate 
enrollment among University campuses. 

• Information regarding the number of faculty, tenure rate and percent holding terminal degrees for 
that fiscal year, of the type provided in the table entitled “FACULTY DATA” under the heading 
“UNIVERSITY OF WASHINGTON – Admissions, Student Enrollment and Faculty 
Information.” 

• Information regarding room and board fees, autumn opening occupancy and occupancy for that 
fiscal year, of the type provided in the table entitled “HOUSING AND DINING DATA” under 
the heading “UNIVERSITY OF WASHINGTON – Admissions, Student Enrollment and Faculty 
Information.” 

• General Revenues, and General Revenue components, for that fiscal year, of the type provided in 
the table entitled “GENERAL REVENUES” under the heading “UNIVERSITY OF 
WASHINGTON – General Revenues.” 

• Grant and contract revenues for that fiscal year, and amount or percentage of grant and contract 
revenues from federal sources. 

• Information regarding the amount or percentage of revenues from Medicare or Medicaid 
payments in that fiscal year. 

• Expenditures of State capital and operating appropriations to the University for such fiscal year, 
of the type provided in the table entitled “EXPENDITURES OF STATE APPROPRIATIONS TO 
THE UNIVERSITY BY TYPE” under the heading “UNIVERSITY OF WASHINGTON – Other 
University Financial Information – State Funding.” 

• UWMC, Northwest and Valley financial information and patient activity statistics for such fiscal 
year, generally of the type provided in the tables under the heading "UW MEDICINE." 

• Value of investments, including operating fund investments (currently referred to as “Invested 
Funds”) and the Consolidated Endowment Fund, for that fiscal year. 

• A narrative description of any material changes to the University’s investment policy or CEF 
distribution policy during the preceding fiscal year. 

• Gift revenue for that fiscal year. 

• University revenue by source for that fiscal year, of the type provided in the table “UNIVERSITY 
TOTAL REVENUE BY SOURCE, FISCAL YEAR 2014” under the heading “UNIVERSITY OF 
WASHINGTON – Other University Financial Information – University Total Revenue by 
Source.” 

• Total University expenditures and percentages of expenditures by category for that fiscal year, of 
the type presented under the heading “UNIVERSITY OF WASHINGTON – Other University 
Financial Information – University Expenditures.” 

• University total net assets and unrestricted net assets, of the type presented under the heading 
“UNIVERSITY OF WASHINGTON – Other University Financial Information – University Net 
Assets.” 
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• A description of any material changes to the University’s obligations with respect to its pension 
plans, of the type presented under the heading “OTHER UNIVERSITY INFORMATION – 
Pension Plans.” 

• A description of any material changes to the University’s obligations with respect to other post-
employment benefits, of the type presented under the heading “OTHER UNIVERSITY 
INFORMATION – Other Post-Employment Retirement Benefits (“OPEB”).” 

• Amount of the University’s self-insurance reserve, of the type presented under the heading 
“OTHER UNIVERSITY INFORMATION – Risk Management.” 

 
Any or all of the items listed above may be included by specific reference to other documents, including official 
statements of debt issues of the University or related public entities, which are available to the public on the 
MSRB’s internet website.  The University shall clearly identify each such other document so included by reference. 

 SECTION 5.  Reporting of Notice Events.  The University shall give, or cause to be given, notice of the 
occurrence of any Notice Events with respect to the Bonds not in excess of ten business days after the occurrence of 
the event. 

 SECTION 6.  Termination of Reporting Obligation.  The University’s obligations under this Undertaking 
shall terminate upon the legal defeasance, prior redemption or payment in full of all of the Bonds.  If such 
termination occurs prior to the final maturity of the Bonds, the University shall give notice of such termination in 
the same manner as for a Notice Event. 

 SECTION 7.  Dissemination Agent.  The University may, from time to time, appoint or engage a successor 
Dissemination Agent to assist it in carrying out its obligations under this Undertaking, and may discharge any such 
Agent, with or without appointing another successor Dissemination Agent.  The Dissemination Agent shall not be 
responsible in any manner for the content of any notice or report prepared by the University pursuant to this 
Undertaking.   

 SECTION 8.  Amendment; Waiver.  Notwithstanding any other provision of this Undertaking, the 
University may amend this Undertaking, and any provision of this Undertaking may be waived, provided that the 
following conditions are satisfied: 

(a) If the amendment or waiver relates to the provisions of Sections 3(a), 4, or 5, it may only be made 
in connection with a change in circumstances that arises from a change in legal requirements, change in law, or 
change in the identity, nature or status of an obligated person with respect to the Bonds, or the type of business 
conducted; 

(b) The undertaking, as amended or taking into account such waiver, would, in the opinion of 
nationally recognized bond counsel, have complied with the requirements of the Rule at the time of the original 
issuance of the Bonds, after taking into account any amendments or interpretations of the Rule, as well as any 
change in circumstances; and 

(c) The amendment or waiver either (i) is approved by the Holders of the Bonds in the same manner 
as provided in the Indenture for amendments to the Indenture with the consent of Holders, or (ii) does not, in the 
opinion of nationally recognized bond counsel, materially impair the interests of the Holders or Beneficial Owners 
of the Bonds. 

In the event of any amendment or waiver of a provision of this Undertaking, the University shall describe such 
amendment in the next Annual Report, and shall include, as applicable, a narrative explanation of the reason for the 
amendment or waiver and its impact on the type (or in the case of a change of accounting principles, on the 
presentation) of financial information or operating data being presented by the University.  In addition, if the 
amendment relates to the accounting principles to be followed in preparing financial statements, the Annual Report 
for the year in which the change is made should present a comparison (in narrative form and also, if feasible, in 
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quantitative form) between the financial statements as prepared on the basis of the new accounting principles and 
those prepared on the basis of the former accounting principles. 

 SECTION 9.  Additional Information.  Nothing in this Undertaking shall be deemed to prevent the 
University from disseminating any other information, using the means of dissemination set forth in this Undertaking 
or any other means of communication, or including any other information in any Annual Report, in addition to that 
which is required by this Undertaking.  If the University chooses to include any information in any Annual Report 
in addition to that which is specifically required by this Undertaking, the University shall have no obligation under 
this Undertaking to update such information or include it in any future Annual Report. 

 SECTION 10.  Default.  In the event of a failure of the University to comply with any provision of this 
Undertaking, any Holder or Beneficial Owner of the Bonds may take such actions as may be necessary and 
appropriate, including seeking mandate or specific performance by court order, to cause the University to comply 
with its obligations under this Undertaking.  A default under this Undertaking shall not be deemed an Event of 
Default under the Indenture, and the sole remedy under this Undertaking in the event of any failure of the 
University to comply with this Undertaking shall be an action to compel performance. 

 SECTION 11.  Beneficiaries.  This Undertaking shall inure solely to the benefit of the University, the 
Dissemination Agent, the Participating Underwriters and Holders and Beneficial Owners from time to time of the 
Bonds, and shall create no rights in any other person or entity. 

SECTION 12.  EMMA; Format for Filing with the MSRB.  Until otherwise designated by the MSRB or 
the Securities and Exchange Commission, any filing required to be made with the MSRB under this Undertaking are 
to be submitted through the MSRB’s Electronic Municipal Market Access system (“EMMA”), currently located at 
www.emma.msrb.org.  All notices, financial information and operating data required by this Undertaking to be 
provided to the MSRB must be in an electronic format as prescribed by the MSRB.  All documents provided to the 
MSRB pursuant to this Undertaking must be accompanied by identifying information as prescribed by the MSRB. 
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Form of Continuing Disclosure Undertaking of the Issuer 

The Issuer has provided under the Indenture a written undertaking for the benefit of the Owners and Beneficial 
Owners of the Bonds as required by Section (b)(5) of the Rule. 
 

SECTION 1.  Financial Statements/Operating Data.  The Issuer agrees to provide or cause to be provided 
to the MSRB, the following annual financial information and operating data for the prior fiscal year (commencing in 
2016 for the fiscal year ended June 30, 2015): 
 
 1. Annual financial statements showing ending fund balances for the Issuer prepared in accordance 
with generally accepted accounting principles; and 
 
 2. Information regarding material changes to the Lease, Rent delinquencies, changes in tenancy of 
the Premises and any change in Trustee, presented in substantially the form set forth on Exhibit C of the 
undertaking. 
 
Such information and data described above shall be provided on or before seven months after the end of the Issuer’s 
fiscal year.  The Issuer’s current fiscal year ends June 30.  The Issuer may adjust such fiscal year by providing 
written notice of the change of fiscal year to the MSRB.  In lieu of providing such annual financial information and 
operating data, the Issuer may cross-reference to other documents available to the public on the MSRB’s internet 
website and, if such document is a final official statement within the meaning of the Rule, available from the 
MSRB. 
 
If not provided as part of the annual financial information discussed above, the Issuer shall provide the Issuer’s 
audited annual financial statement prepared in accordance with generally accepted accounting principles, when and 
if available, to the MSRB. 
 

SECTION 2.  Notice Events.  The Issuer agrees to provide or cause to be provided, in a timely manner, to 
the MSRB notice of the occurrence of any of the following events with respect to the Bonds, not in excess of ten 
business days after the occurrence of the event: 

 
1. Principal and interest payment delinquencies; 
2. Nonpayment related defaults, if material; 
3. Unscheduled draws on debt service reserves reflecting financial difficulties; 
4. Unscheduled draws on credit enhancements reflecting financial difficulties; 
5. Substitution of credit or liquidity providers, or their failure to perform; 
6. Adverse tax opinions the issuance by the Internal Revenue service of proposed or final 

determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other material notices or 
determinations with respect to the tax status of the security, or other material or events affecting the status 
of the 2015A Bonds; 

7. Modifications to the rights of Bond Owners, if material; 
8. Optional, contingent or unscheduled calls of any Bonds other than scheduled sinking 

fund redemptions for which notice is given pursuant to Exchange Act Release 34-23856 if material, and 
tender offers;  

9. Defeasances;  
10. Release, substitution or sale of property securing repayment of the Bonds, if material; 
11. Rating changes; 
12. Bankruptcy, insolvency, receivership or similar event of the Issuer;  
13. The consummation of a merger, consolidation, or acquisition of the Issuer or the sale of 

all or substantially all of the assets of the Issuer, other than in the ordinary course of business, the entry into 
a definitive agreement to undertake such an action or the termination of a definitive agreement to undertake 
such an actions, other than pursuant to its terms, if material; and 

14. Appointment of a successor or additional trustee or the change of name of the trustee, if 
material. 
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SECTION 3.  Notification Upon Failure to Provide Financial Data.  The Issuer agrees to provide or cause 
to be provided, in a timely manner, to the MSRB, notice of its failure to provide the annual financial information 
and operating data described above on or prior to the date set forth above. 
 

SECTION 4.  Additional Information.  In addition to the information required to be provided under the 
Rule, the Issuer agrees to provide in a timely manner to the MSRB, notice (i) if the University ceases to be the 
lessee of the Premises, and (ii) if the Lease expires or terminates. 
 

SECTION 5.  EMMA; Format for Filings with the MSRB.  Until otherwise designated by the MSRB or the 
SEC, any information or notices submitted to the MSRB in compliance with the Rule are to be submitted through 
the MSRB’s Electronic Municipal Market Access system (“EMMA”), currently located at www.emma.msrb.org.  
All notices, financial information and operating data required by this undertaking to be provided to the MSRB must 
be in an electronic format as prescribed by the MSRB.  All documents provided to the MSRB pursuant to this 
undertaking must be accompanied by identifying information as prescribed by the MSRB. 
 

SECTION 6.  Termination/Modification.  The Issuer’s obligations to provide annual financial information 
and notices of Notice Events shall terminate upon the legal defeasance, prior redemption or payment in full of all of 
the Bonds.  This section, or any provision hereof, shall be null and void if the Issuer (1) obtains an opinion of 
nationally recognized bond counsel to the effect that those portions of the Rule which require this section, or any 
such provision, are invalid, have been repealed retroactively or otherwise do not apply to the Bonds; and (2) notifies 
the MSRB of such opinion and the cancellation of this section.  
 
Notwithstanding any other provision of the Indenture, the Issuer may amend its undertaking, and any provision of 
its undertaking may be waived, with an approving opinion of nationally recognized bond counsel.  In the event of 
any amendment or waiver, the Issuer shall describe such amendment in the next annual report, and shall include, as 
applicable, a narrative explanation of the reason for the amendment or waiver and its impact on the type (or in the 
case of a change of accounting principles, on the presentation) of financial information or operating data being 
presented by the Issuer.  In addition, if the amendment relates to the accounting principles to be followed in 
preparing financial statements, (i) notice of such change shall be given in the same manner as for a Notice Event 
and (ii) the annual report for the year in which the change is made should present a comparison (in narrative form 
and also, if feasible, in quantitative form) between the financial statements as prepared on the basis of the new 
accounting principles and those prepared on the basis of the former accounting principles. 
 

SECTION 7.  Trustee to Act as Dissemination Agent; Registered Owner’s Remedies under this Section.  The 
Trustee, as the agent of the Issuer (the “Dissemination Agent”) and not as Trustee for the Bonds, will comply with 
and carry out the provisions of the undertaking with respect to dissemination of the documents and information 
provided to it by the Issuer thereunder; provided, however, that the Issuer shall have timely delivered to the 
Dissemination Agent the documents and information required under the undertaking.  Specifically, 
 

1. If by five Business Days prior to the date specified in Section 1 of the agreement for providing the 
Annual Report to the Repository, the Dissemination Agent has not received a copy of the Annual 
Report, the Dissemination Agent shall contact the Issuer to inquire if the Issuer is in compliance 
with Section 1. 

 
2. If the Issuer does not provide a written certification to the Dissemination Agent to the effect that 

an Annual Report has been provided to the Repository by the date required in Section 1, the 
Dissemination Agent shall send a notice to the Repository in substantially the form attached as 
Exhibit A. 

 
3. Whenever the Issuer obtains knowledge of the occurrence of a Notice Event in Section 2 that 

requires a determination of materiality, because of a notice from the Trustee or otherwise, the 
Issuer shall within five business days determine if such event would constitute material 
information, within the meaning of such term under federal securities laws, for Bondholders; 
provided, however, that any other Notice Event shall always be deemed to be material. 
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4. If the Issuer has determined that knowledge of the occurrence of a Notice Event would be 
material, or if such Notice Event is otherwise deemed to be material (in each case, a “Material 
Notice Event”), the Issuer shall promptly notify the Dissemination Agent in writing and provide 
the notice to be sent to the Repository of such Notice Event or Material Notice Event.  Such notice 
shall instruct the Dissemination Agent to report the occurrence to EMMA. 

5. If in response to a request from the Dissemination Agent, the Issuer determines that the Notice 
Event (other than a Material Notice Event) would not be material, the Issuer shall so notify the 
Dissemination Agent in writing and instruct the Dissemination Agent not to report the occurrence. 

6. If the Dissemination Agent has been instructed by the Issuer to report the occurrence of a Notice 
Event and provided with the notice to be sent to EMMA, the Dissemination Agent shall file a 
notice of such occurrence with EMMA with a copy to the Issuer.  Notwithstanding the foregoing, 
notice of the occurrence of a Material Notice Event shall be given by the Dissemination Agent 
within 10 business days of the its receipt from the Issuer of the notice to be sent to EMMA 
describing such Material Notice Event.  Each notice filed with EMMA pursuant to this 
subsection 6 shall set forth the following information: 

(a) the category of information being provided; 
(b) the period covered by any annual financial information/financial statements or operating data; 
(c) the issues or specific securities to which such document is related (including CUSIP number, 

Issuer name, state, issue description, dated date, maturity date and coupon rate);  
(d) the name of the Issuer and any other obligated person other than the Issuer;  
(e) the  name and date of the documents; and 
(f) contact information for the Disclosure Representative. 

 
Notwithstanding any other provision of the Indenture, failure of the Issuer or the Dissemination Agent, to comply 
with the provisions of the undertaking shall not be considered an Event of Default; however, the Trustee may (and, 
at the request of the Owners of a majority in aggregate principal amount of the Bonds Outstanding, shall) or any 
Registered Owner or Beneficial Owner of Bonds may take such actions as may be necessary and appropriate, to 
cause the Issuer or the Trustee, as the Dissemination Agent, to comply with their obligations under the undertaking. 
 
Notwithstanding anything to the contrary contained in the undertaking, neither the Dissemination Agent nor the 
Trustee has undertaken any responsibility thereunder except as specifically described in the undertaking with 
respect to any reports, notices or disclosures provided to it under the Indenture or otherwise, and has no liability to 
any person, including any Owner or Beneficial Owner, with respect to any such reports, notices or disclosures.  The 
fact that the Dissemination Agent or any affiliate thereof may have any fiduciary or banking relationship with the 
Issuer or the University shall not be construed to mean that the Dissemination Agent or the Trustee has actual 
knowledge of any event or condition except as may be provided by written notice from the Issuer. 

The Issuer or the Dissemination Agent may terminate this Continuing Disclosure Agreement by giving written 
notice to the other party at least 30 days prior to such termination.  The Dissemination Agent shall be fully 
discharged at the time any such termination is effective. 

 SECTION 8.  Duties, Immunities and Liabilities of Trustee and Dissemination Agent.  Article VIII of the 
Indenture is hereby made applicable to this Continuing Disclosure Agreement as if this Continuing Disclosure 
Agreement were (solely for this purpose) contained in the Indenture and the Dissemination Agent shall be entitled 
to the same protections, limitations from liability and indemnities afforded the Trustee thereunder.  The 
Dissemination Agent shall have only such duties as are specifically set forth in this Continuing Disclosure 
Agreement, and the Issuer agrees to indemnify and save the Dissemination Agent, its officers, directors, employees 
and agents, harmless against any loss, expense and liabilities which they may incur arising out of or in the exercise 
or performance of their rights, obligations, powers and duties hereunder, including the costs and expenses 
(including reasonable attorneys' fees) of defending against any claim of liability, but excluding liabilities due to the 
Dissemination Agent’s negligence or willful misconduct.  The obligations of the Issuer under this Section shall 
survive the termination of this Continuing Disclosure Agreement, the resignation or removal of the Dissemination 
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Agent and payment of the Bonds.  The Dissemination Agent shall have no duty or obligation to review any 
information provided to it hereunder and shall not be deemed to be acting in any fiduciary capacity for the Issuer, 
the Bondholders, or any other party.  The Dissemination Agent shall have no liability to the Bondholders or any 
other party for any monetary damages or financial liability of any kind whatsoever related to or arising from the 
breach of this Continuing Disclosure Agreement. 

The Dissemination Agent agrees to disseminate the information provided to it hereunder in the form delivered by 
the Issuer.  The Dissemination Agent is acting hereunder solely in an agency capacity and as such is merely a 
conduit for the Issuer, and shall have no liability or responsibility for the form, content, accuracy or completeness of 
any information furnished hereunder.  Any such information may contain a legend to that effect. 

The Dissemination Agent shall have no obligation to make disclosure concerning the Bonds, the Project or any 
other matter except as expressly set out herein, provided that no provision of this Continuing Disclosure Agreement 
shall limit the duties, trusts, rights, powers or obligations of the Trustee under the Indenture.  The fact that the 
Trustee has or may have any banking, fiduciary or other relationship with the Issuer or any other party in connection 
with the Project or otherwise, apart from the relationship created by the Indenture and this Continuing Disclosure 
Agreement, shall not be construed to mean that the Trustee has knowledge or notice of any event or condition 
relating to the Bonds or the Project except in its respective capacities under such agreements. 

No provision of this Continuing Disclosure Agreement shall require or be construed to require the Issuer or the 
Dissemination Agent to interpret or provide an opinion concerning any information disclosed hereunder. 

The Annual Report may contain such disclaimer language as the Issuer may deem appropriate.  Any information 
disclosed hereunder by the Dissemination Agent may contain such disclaimer language as the Dissemination Agent 
may deem appropriate. 

The Issuer hereby agrees to compensate the Dissemination Agent for the services provided and the expenses 
incurred pursuant to this Continuing Disclosure Agreement, in an amount to be agreed upon from time to time 
hereunder, and to reimburse the Dissemination Agent upon its request for all reasonable expenses, disbursements 
and advances incurred by the Dissemination Agent hereunder (including any reasonable compensation and expenses 
of counsel) except any such expense, disbursement or advance that may be attributable to its negligence or willful 
misconduct. 

The Dissemination Agent may consult with counsel of its choice and the written advice of such counsel or any 
opinion of counsel shall be full and complete authorization and protection in respect of any action taken, suffered or 
omitted by it hereunder in good faith and in reliance thereon, it being understood that for purposes of this provision, 
that such counsel may be counsel to the Issuer. 

No provision of this Continuing Disclosure Agreement shall require the Dissemination Agent to expend or risk its 
own funds or otherwise incur any financial liability in the performance of any of its duties hereunder, or in the 
exercise of any of its rights of powers. 
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EXHIBIT A 

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT 

Name of Issuer:  
State:  
Name of Bond Issue:  
Cusip Number:  
Obligated Person:  
Contact Information:  
Date of Issuance:    
Maturity Date:     
 

NOTICE IS HEREBY GIVEN that the Issuer has not provided an Annual Report for the period ending December 
31, 20__ with respect to the above named Bonds as required by the Continuing Disclosure Agreement, dated as of 
September __, 2015, among the Issuer and U.S. Bank National Association, as Dissemination Agent.  The Issuer 
has notified the Dissemination Agent that it anticipates that the Annual Report will be filed by ______________. 

Dated: _____________ 

U.S. BANK NATIONAL ASSOCIATION, as 
Dissemination Agent 

 

 

 

By: __________________________________ 

 Title: 

cc:  WBRP 3.2 (Issuer) 
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