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STATE OF WASHINGTON § SKAGIY COUNTS

§
COUNTY OF SKAGIT' §

THIS SUBORDINATION NON-DISTURBANCE AND ATTORNMENT AGREEMENT (this "Agreement")
is made and entered into this E__ day of 0C , 2002, by and between GRANCORP SKAGIT, LLC, a
Washing 1|m|tedllabllltyc;ompany( "Landlord”), successor-in-interest to Pemcor Holdings (Burlington) LLP.;
PACIFIC NORTHWEST BANK ("Lender"); and MICHAELS STORES, INC., a Delaware corporation ("Tenant").

WITNESSETH:

WHEREAS, Tenant entered into-that certain Shopping Center Lease dated December 19, 2001, which
such Shopping Center Lease and-all amendments and modifications thereto are hereinafter referred to as the
"Lease"; with Landlord's predecessor far retail premises at 1567 South Burlington Boulevard (the "Premises"),
constructed on that certain tract or parcel of.land in the City of Burlington, County of Skagit and State of
Washingtan, more particularly descrlbed m Exhrblt A attached to this Agreement and incorporated herein by
reference; and

WHEREAS, Landlord is acquiring t__h‘e ._ého_ppi"h.é Center from Pemcor Holdings {Burlington} LLP; and

WHEREAS, Landlord has assigned .or will assign to Lender and Lender's successors and assigns,
Landlord's interest in, to and under the Lease.as a portion of the collateral security for a loan in the amount of
$2,950,000.00 made or to be made by Lender to:Landlord and to be additionally secured by a_first  jien
mortgage or deed of trust, which mortgage or deed of trust and all amendments, modifications, renewals,
replacements, consolidations and extensions thereof are herelnafter referred to as the "Mortgage"; and
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HEREAS, Tenant desires to be assured of the contrnued use and occupancy of the Premises under the
terms and conditions of the Lease. g Cme

NOW THEREFORE, for and in consideration of the mut'oal oorierr'ants herein contained and cther good
and valuable consideration, the receipt and sufficiency of whrch are; hereby expressly acknowledged, the
undersigned parties hereby agree as follows: .

1. Tenant does hereby consent to the subord‘in‘étipn"pf -the"Lease and all of the rights, title
and interest of Tenant in and to the Premises thereunder to the lien of the Mortgage, and to all the terms and
conditions contained therein; provided, however, that the consent and subordination will be contingent upon and
subject to the condition that so long as Tenant is not in default, after receipt-of any written notice required to be
given under the Lease and the expiration of any applicabie grace and/or. curative’ period thereunder, in the
performance of any of the terms of the Lease, Tenant's possession of the Premises and Tenant's rights and
privileges under the Lease or any extensions or renewals thereof will not be disturbed, diminished or interfered with
by Lender or by anyone claiming an interest in the Premises, whether by purchase at foreclosure deed in lieu of
foreclosure or otherwise. s

2. In the event of a foreclosure sale under the Mortgage or degd. m Ileu thereof, Tenant will
be bound to Lender or to any purchaser at foreclosure or recipient of a deed in lieu of forecE03ure (collectively,
"Purchaser") under all of the terms of the Lease for the balance of the term thereof remarnrng including any
extensions or renewals thereof elected by Tenant with the same force and effect as if Lenderor Purchaser were
Landlord under the Lease, and Tenant hereby attorns to Lenderor Purchaser as "Landlord” under the Lease, such
attornment to be effective and self-operative without the execution of any further instrument. . 'Notimth'standlng
anything to the contrary contained herein, Tenant will be under no obligation to pay rent to Lender or Purchaser
until Tenant receives written notice from Lender or Purchaser that Lender and/or such other party has succeeded
to the interest of "Landliord” under the Lease. The respective rights and obligations of Tenant-and" L_ender or
Purchaser upon such attornment will, to the extent of the then remaining balance of the term of the ‘Lease, .
including, any extensions or renewals thereof elected by Tenant, be the same as now set forth therein, it being the ..

intention of the parties hereto for this purpose to incorporate the Lease in this Agreement by reference withthe - -

same force and effect as if set forth at length herein. Notwithstanding the foregoing, if the Lease is:déemed

terminated by operation of law as a result of a foreclosure, a lease between Lender or Purchaser and Tenantwill .~ =

be deemed automatically created, with no furtherinstrument required, on the same terms as the Lease exceptthat
the term of the replacement lease will be the then unexpired term of the Lease, including Tenant's rights to any
renewal options. Lender or Purchaser and Tenant will execute a replacement lease on such terms and conditions
at the request of either party,




3. In the event that there is a foreclosure for any reason, Lender or Purchaser will be bound
to Tenant under all the terms of the Lease and Tenant will, from and after such event, have the same remedies
against Lender or Purchaser for the breach of any covenant contained in the Lease that Tenant might have had
~under the Lease against Landlord, provided, however, Lender or Purchaser shall not be:

(a) liable for any act or omission of any prior landlord, {including Landlord); provided, however,
Tenantmay give Lender or Purchaser notice of any event of default which originated prior
to, and continues to exist subsequent to, the succession of Lender or Purchaser to the
interest of "landlord” under the Lease (a "Continuing Default") and Lender or Purchaser
shall have the same obligation to cure any such Continuing Default, and Tenant shall have
the same rights and remedies should Lender or Purchaser fail to cure the Continuing

4 Default, as if the Continuing Default had originated subsequent to the succession of
" Lender or Purchaser to the interest of "landlord" under the Lease: or

b~ ‘subject to any offsets or defenses which Tenant may be entitied to against any prior
. Landlord, except those which arcse out of Landlord's default and accrued after Tenant
' had notified the Lender and given Lender an opportunity to cure same. Notwithstanding
~the foregorng, Lender's or Purchaser’s liability for damages as a result of a Continuing
" “Default_shall be limited to those damages accruing after (a) Lender's or Purchaser's
suc;cess___ron___to the interest of "landlord” under the Lease, and (b) the expiration of the
notice-and cure periods provided under the Lease for the curing of such Continuing

Default; or.. .

(c) bound’ by any rent or additional rent which Tenant might have paid more than thirty (30)
days'in"advance 10 any prior landlord, provided, however, Tenant's estimated payments
towards.its share of Common Area Charges, insurance, Real Estate Taxes or otherwise
shall not. be deemed "paid in advance" when paid in accordance with the terms of the
Lease, and such éstimated payments shall be credited to Tenant's account and recognized
by Lender or Purchaser the same as if such estimated payments had actually been paid
to Lender or Purchaser or

() responsible for the.k_re_turn of-any security deposit which was delivered to Landlord, but
which was not subsequently delivered to Lender or Purchaser; or

{(e) bound by any amendment or modification of the Lease made on or after the date hereof
without Lender's prior written consent, which shall not be unreasonably withheld: provided,
however, Lender shall have the right-to withhold its consent in its sole discretion with
respect to any amendmentor modification that (i) reduces the amount of rent payable under
the Lease, or {ii) shortens the term of the Lease. Lender's consent shall be deemed
granted if Lender fails to respond. to Tenant's written request for consent within thirty {30)
days of the date of Tenant's request. Notwnhstandmg the foregoing, Lender's consent
shall not be required in the eventthe amaunt of-rent payable under the Lease is adjusted
by reason of an adjustment in the Léasable Square Feet of the Premises, based upon an
architect's certification, as provided in SeCtion 1'2"10f Exhibit C to the Lease.

4. If Lender enforces any assignment of rents clause contained in the Mortgage or in any
other instrument securing the loan and provides Tenantwith written.notice’ drrectlng Tenant to pay all sums directly
to Lender, Tenant will comply with such request without regard to any contrary. instructions from Landlord and
without regard to whether Lender has commenced any foreclosure or other"proceédings Lender and Landiord wilt
hold Tenant harmless from any claims arising out of Tenant's paying rent, as requrred under the Lease, to Lender
or by complying with the assignment of rents clause or similar right.  » = .

5. Prior to exercising any rights under the Lease in connegtion with: any failure of Landford
to perform its obligations under the Lease (except in the case of an emergency situation when Tenant shall have
all self-help remedies and rights afforded Tenant under the Lease without the necessny of. giving Lender written
notice, including abatementof rent or additional rent pursuant to the terms of the Lease), Tenant shall give Lender
written notice of Landlord’s failure, and Lender shall have the right, but not the obligatiqn;”rd -;_cu re such failure within
the same number of days as is granted under the Lease for the curing of the de’fault by Landlord (the "Cure
of cure W|th|n the Cure Pericd, and Lender has commenced the cure within the Cure Perlod and notrﬁed Tenant
inwriting of its commencement, and continues to diligently prosecute such curative action W|th0ut mterruption then
the Cure Period shall be extended until such cureis effectuated as long as Lender continues to diligently prosecute
the cure to completion, but in no event shall the Cure Period exceed ninety (90) days. Lender shall'notify Tenant
within ten (10) business days after receipt of such default notice from Tenant of its election to cuire: or not cure such
Landlord’s default. If Lender elects not to cure such Landlord's default, or fails to notify Tenant within: sald ten
business (10) days, or does not cure such Landlord’s default within the Cure Period specified heremabov_e Ahen
Tenant may without liability to Lender exercise its rights under the Lease relating to such Landlord’s default.
Nothing in this Paragraph 5 shall be construed to extend Lender additional time to gain possessionofthe Premrses S
or to foreclose on the Mortgage. O 5

6. Any and all notices required or permitted to be given or served by the terms and provisions.

of this Agreement shall be in writing and shall be deemed duly given when received or refused if {a) sent certi'r_'led
or registered mail, postage prepaid, return rersint rennested or (b delivered by express overnight delivery, atthe

scresse sl forth beiow ]l L
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LANDLORD: GRANCORP SKAGIT, LLC
600 University, Suite 1014
Seattle, WA 98101-4107

LENDER; PACIFIC NORTHWEST BANK
1111 Third Avenue, Suite 250
Seattle, WA 98101
ATTN: Corporate Banking (Carlos Guangorena)

TENANT: MICHAELS STORES, INC.
8000 Bent Branch Drive
ltving, TX 75083
ATTN: Director of Real Estate Administration

Any party herétd‘ﬁaéy' ché*r'i_ge its address and designate such other parties to receive additional copies of any
notice for the above purposes by giving notice as aforesaid stating the change and setting forth the new address.

7. . Lendér may, at any time, and from time to time, upon not less than thirty (30) days’ prior
written notice from Lender, request Tenant execute, acknowledge and deliver to Lender, or such party as shall
be designated by Lender, astatément in writing and/or certificate in recordable form (i) certifying that this Lease
is unmodified and in full force-and effect {or, if modified, stating the nature of such modification and certifying that
this Lease as so modified is infult force and effect), and the date to which the rental and other charges are paid
in advance, if any, (ii) acknowledging that there are not, to the certifying party's knowledge, any uncured defaults
on the part of the other party hereunder or specifying such defaults, if any are claimed, (iii) setting forth the date
of commencement of rents and éxpiration of the term thereof, and (iv) any other reasonable factual matters as shall
be requested by Lender. Lender’s estdpfﬁéi request shall reference this Agreement. Tenant shall execute the
estoppel certificate at no cost or expénse to theother party for the first request in any twelve (12) calendar month
period; provided, however, that for each’ succeedmg request in said twelve (12) calendar month pericd the
executing party may charge the requesting party such reasonable expenses and fees, not to exceed $500.00, as
are appropriate for the review and preparatlon of the.same. Notwithstanding the foregoing, any such estoppel
certificate may be relied upon by Lender for estoppel purposas only, and Tenant shall not be liable for damages
or other losses as a result of inaccuracy in the mformatlon contained in such estoppel certificate.

8. This Agreement may not be modified orally or in any manner other than by an agreement
in writing signed by the parties hereto or their respective successors in interest. This Agreement will inure to the
benefit of and be binding upon the parties hereto, their successors and assigns, and any purchaser or purchasers
atforeclosure of the Shopping Center and their respective heirs, peg_‘sonal representatives, successors and assigns.

9. Inthe eventany party hereto institutes any action or proceeding against the other relating to
the provisions of this Agreement or any default hereunder, the prevailing party in such action or proceeding will be
entitled to recover from the cther party reasonable and necessary costs out of pocket expenses, expert witness fees
and attorneys' fees. . :

10. This Agreament will be governed by;'-a'hd co_nétr:ﬂed in accordance with the laws of the
State of Washington. R

. The effective date of this Agreement will be the later of. (i) the date of execution by the
last party to sign this Agreement provided a fully executed original counterpart of this Agreement is thereafter
delivered to all other parties to this Agreement, or (ii} the date the mortgage and deed of trust referenced in the
Subordination,Non-DisturbanceAgreementdated May 24, 2002, between PemcorHoldings (Burlington} LLP, Tenant
and Lender is fully discharged and released, provided that satisfactory proof of such release is soon thereafter
provided to Tenant. : .

12. IN THE EVENT THIS AGREEMENT IS NOT FULLY "EXECUTED BY ALL
PARTIES HERETO WITHIN FORTY-FIVE (45) DAYS OF THE EARLIEST DATE OF EXECUTION BY
ANY PARTY HERETO AS SHOWN BELOW, THIS AGREEMENT SHALL SELF OPERATIVELY
BECOME NULL AND VOID.

LT
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“IN WITNESS WHEREOF, the parties hereto have executed and sealed this Agreement as of the

day and year first above written.

[CORPORATE SEAL]

[CORPORATE SEAL]

[CORPORATE SEAL]

LANDLORD:

GRANCORP SKAGIT, LLC,

a\bns(um. ot limited liability company
By 4@%_,\——1

Name: _ At ba theg e/

Title: v diud /

ATTEST

By:

Name:

Title:

« % -"“___."""LENDER

.:--'PACIFIC ZTHWEST

'Name Car] Qs Gnanrmrpna

Title: Se

ATTEST. -~

N /u M/ 7 %wam ﬁ

7 g
Name; Dr\hn+-+- F: _; Hayvman T
Title: ' nt Vi

TENANT:

MICHAELS STORES, INC;,
a Delaware corporation

By: -
Name: Douglas B. Sullivan
Title: Executive Vice President - Deveiopment

9 LA <
Name: Jape¥'S. Morehouse
sgistant Secretary

mnyxgnwnynﬂmumnam«mwww
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ACKNOWLEDGMENTS

STATE OF W%W

. §
COUNTY OF 'H
on 18- [4”0;1 before me, MIMW{M L. AW NUW

DATE : NAME, TITLE OF OFFICER - EG "JANE DOE NOTARY PUBLIC"

personally appeared M" 0‘@'0 ”'&fj-&ﬁ-‘ Dh:& dm"l/ 01[ C’!thDTP, Ine }
NAME(S) OF SIGNER(S)
+he M&Mﬂ{j&k ot Eranlorp Skﬂﬂf + LLL
tﬁ( personally known to me - or 0 proved to me on the basis of satisfactory evidence to be the person(s)
LT e whose name( re subscribed to the within instrument and
@nowledged to me thay helshefthey executed th me in
h

KIMBERLY L. A ZU RE - ((his/nerftheir authorized capacity(ies), and that by higher/their
STAT ~ gignature(s) on the instrument the person(s), or the entity upon behalf
£ OF WASHINGTON " of which the person(s) acted, executed the instrument.

NOTARY -~ PUSLIC |
Y COMMISSION EXPIRES 8-09-05 |, 'my W

o SIGNATURE OF WARY

LENDER

STATE OF WASHINGTON  §
§
COUNTY OF §

| certify that | know or have satisfactory evidence that Q/OW \a‘é B\-\C\\n vt ey is the person who appeared
before me, and said person acknowledged thaé@‘she signed thig instruméht, on oath stated tha h\7 he was
authorized to execute the instrument and acknowledged it as the officer/trustee of Rogific Worthusrst Bk
to be the free and voluntary act of such party for the uses and purposes menta@ned in the instrument.

GIVEN under my hand and 0ff|C|ai seai thls day Ock. 15Yh 2002.

LISA L. DUETT l s oo aDuejrlr
STATE OF WASHINGTON !

NOTARY --e-- PUBLIC |
| MY COMMISSION EXPIRES 8-11-03 \
| I

PRINTED NAME OF NOTARY

el “ : '
NOTARY PUBLIC in and for the State « of Washmgton
residing at KAL{\-&’ _
My commission expires _ & WO >

LT
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. TENANT

.. STATE OF 3

o couNTY OF § /Z/ﬁ ﬁ
On f&/%[ 0C>L/before me, /// ﬂsvu/e
. DATE"

" NAME, MTL OFFICER - E.G., "JANE DOE, NOTARY-RYBLIC"

B Douglas B, Sullivan
personally appeared g tive Vice PresidentePevelopment
o NAME(S) OF SIGNER(S)
o personai‘i:'y" KHc'_)_wn"tp"‘l‘n:é-._- or-o proved to me on the basis of satisfactory evidence to be the person(s)

whose name(s) isfare subscribed to the within instrument and
acknowledged to me that hefshe/they executed the same in
his/her/their authorized capacity(ies), and that by his/her/their
signature({s} on the instrument the person(s), or the entity upon behalf
of which the person(s) acted, executed the instrument.

BETTY J. BAUERLE - . [\
MY COMMISSIONEXPIRES: *.
March 15, 2003 .

~ WITNESS my-hand and officipkGeal

YM

(T T
“'l“O’OZTO'IBO1OZ '
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Sepg e AR

Exhibit A
Legal Description

; Lof..Q of Burli 9 % y 7
_ ington Short Plat No 1-52 as approved July 18, 1989, and recorded July 2
3 y >

©"1992, in Vol
,in Volume 10 of Short Plats, page 105, under Auditors File No 9207270058

Re::Qrdsof Skagit County, Washington.
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