















































Agenda Sheet for City Council: Date Rec’d 7/6/2026
”"““ Committee: PIES Date: 07/14/2026 Clerk’s File # | RES 2026.0053
N ‘:\\\‘ Committee Agenda type: Consent Cross Ref # RES 2025-0115
Council Meeting Date: 08/19/2026 Project #

Submitting Dept INTEGRATED CAPITAL Bid #

Contact Name/Phone | NATE SULYA 69583 Requisition #

Contact E-Mail NSULYA@SPOKANECITY.ORG

Agenda Item Type Resolutions

Council Sponsor(s) KKLITZKE ZZAPPONE

Sponsoring at Administrators Request | NO

Lease? NO Grant Related? NO | Public Works? NO

Agenda Item Name GENERAL FACILITIES CHARGE PUBLIC RULE UPDATE TO WATER/WASTEWATER

Agenda Wording

Resolution for Public Rule 5200-23-01 update to General Facility Charges (GFCs) relating to Affordable
Housing.

Summary (Background)

For background, Water and Wastewater GFCs are fees to recover an equitable share of the costs of
infrastructure and capital improvements necessary for providing water and wastewater services to new or
expanded developments. GFCs are one-time fees paid when a new development connects to the City's existing
utility systems, or when an existing development significantly increases its water or wastewater usage. This
resolution updates Public Rule 5200-23-01 to provide more clarity for Water and Wastewater General
Facilities Charges (GFCS) - Incentives, Waivers & Offsets, specifically around implementation. This update to
the public rule incentive modifies eligibility requirements to better align with federal and state affordable
housing requirements; it also clarifies GFC incentive limits.




What impacts would the proposal have on historically excluded communities?
Public works services and projects are designed to serve all citizens and businesses. We strive to offer a

consistent level of service to all, distribute public investment throughout the community, and respond to gaps
in services identified in various City plans.

How will data be collected, analyzed, and reported concerning the effect of the

program/policy by racial, ethnic, gender identity, national origin, income level,

disability, sexual orientation, or other existing disparities?

n/a

How will data be collected regarding the effectiveness of this program, policy, or

product to ensure it is the right solution?
Public Works follows the City’s established procurement and public works bidding regulations and policies to

bring items forward and then uses contract management best practices to ensure desired outcomes and
regulatory compliance.

Describe how this proposal aligns with current City Policies, including the

Comprehensive Plan, Sustainability Action Plan, Capital Improvement Program,

Neighborhood Master Plans, Council Resolutions, and others?
This work is consistent with annual budget strategies to limit costs and approved projects in the 6-year CIP.

Council Subcommittee Review

n/a




Fiscal Impact

Approved in Current Year Budget? N/A

Total Cost

$

Current Year Cost

$

Subsequent Year(s) Cost

$

Narrative

n/a

Amount

Budget Account

Select

Select

Select

Select

Select

LA

Select

H|HH

Funding Source

N/A

Funding Source Type Select

Is this funding source sustainable for future years, months, etc?

Expense Occurrence | N/A

Other budget impacts (revenue generating, match requirements, etc.)

Approvals

Additional Approvals

Dept Head

PICANCO, KEVIN

Division Director

FEIST, MARLENE

Accounting Manager

ALBIN-MOORE, ANGELA

Legal

SCHOEDEL, ELIZABETH

For the Mayor

PICCOLO, MIKE

Distribution List

publicworksaccounting@spokanecity.org

tax&licenses@spokanecity.org

eraea@spokanecity.org

kpicanco@spokanecity.org




Spokane City Clerk No. RES 2026-0053

RESOLUTION REGARDING
PUBLIC RULE FOR GENERAL FACITLIY CHARGES

A resolution regarding amendment of the City of Spokane’s Public Rule for
Wastewater and Water General Facilities Charges and Incentives.

WHEREAS, the City of Spokane Wastewater Management Department General
Facilities Charges (GFC) are contained in the Spokane Municipal Code (SMC)
13.03.0730, 13.03.0732, and 13.03.0734; and

WHEREAS, the City of Spokane Water and Hydroelectric Department Water GFCs
are contained in SMC 13.04.2040, 13.04.2042, and 13.04.2044; and

WHEREAS, on March 5, 2024, the Spokane City Council approved the Public
Rule entitled General Facilities Charges — Incentives, Waivers, and Offsets which set out
the protocol for municipal utilities to identify alternative non-utility funds before agreeing
to waive or offset any connection charges, as provided for is SHB 1326 and codified in
RCW 35.92.385; and

WHEREAS, SHB 1326, codified in RCW 35.92.385 allow for a municipal utility to
waive connection charges for specified properties, such as development of emergency
shelter, transitional housing, permanent housing or affordable housing so long as the
waived charges are funded using general funds, grant dollars, or other identified non-
utility revenue stream; and

WHEREAS, the Washington State Legislature enacted ESB 5662, codified in RCW
35.92.385, effective July 27, 2025, allows for connection charges to be deferred so long
as the property is maintained and covenanted in perpetuity as affordable housing
pursuant to RCW 36.70A.030(5); and

WHEREAS, the City’s Public Rule established March 5, 2023, and amended
October 6, 2025, is in need of update to provide removal of conflicting terms, and clarify
terms regarding implementation of the Public Rule for GFC incentives and offsets,
consistent with state law; and

WHEREAS, the City of Spokane Public Rule regarding GFC Incentives and
offsets, is attached and available to members of the public to review and comment,
attached hereto as Attachment “A”.

-- NOW, THEREFORE,

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF SPOKANE that the
City Council hereby approves and supports the PUBLIC RULE AND PROCEDURE



REGARDING THE GENERAL FACILITIES CHARGES INCENTIVES AND OFFSETS, as
contained in Attachment “A”.

ADOPTED by City Council this day of , 2026.

City Clerk
Approved as to form:

Assistant City Attorney



ATTACHMENT “A”



CITY OF SPOKANE RULE 5200-25-01

PUBLIC WORKS DIVISION/ LGL 2023-0029
DEVELOPMENT SERVICES RES 2026-XXXX (Replaces
PUBLIC RULE RES 2025-0115)

TITLE: GENERAL FACILITY CHARGES — INCENTIVES, WAIVERS AND OFFSETS

EFFECTIVE DATE: MARCH 5, 2024
REVISION EFFECTIVE DATE: October 6, 2025; January 1, 2026; July 28, 2026

1.0 GENERAL

1.1

1.2

The City of Spokane Public Works Division establishes the following Public
Rule, policy, and procedures for General Facility Charges (GFC) incentives,
waivers, and offsets.

This Public Rule relates to the requirement for municipal utilities to identify
alternative non-utility revenues or funds before agreeing to waive or offset
any connection charges. SHB 1326, enacted and effective July 23, 2023,
allows connection charges to be waived or offset for properties owned or
developed for purposes of providing emergency shelter, transitional
housing, permanent supportive housing, or affordable housing, provided
that a separate non-utility source of revenue such as general funds, grant
dollars or other identified revenue stream is identified. This Public Rule
outlines the parameters of how such offsets or waivers will be identified and
awarded.

Additionally, ESB 5662, enacted and effective July 27, 2025, codified in
RCW 35.92.385 allows for connection charges to be deferred
(“Permissive Waiver”) so long as the property is maintained and
covenanted in perpetuity as affordable housing pursuant to
36.70A.030(5).
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3.0

4.0

5.0

DEPARTMENTS/DIVISIONS AFFECTED

This Public Rule shall apply to the City of Spokane Development Services Center,
Wastewater Management Department, Water and Hydroelectric Department,
Integrated Capital Department, Engineering Services Department, and the
Planning and Economic Development Department.

REFERENCES

Spokane Municipal Code (SMC) Chapter 08.07D
Spokane Municipal Code (SMC) Chapter 08.15
Spokane Municipal Code (SMC) Chapter 13.03
Spokane Municipal Code (SMC) Chapter 13.04
Spokane Municipal Code (SMC) Chapter 17C.300
Ordinance C-36369 and C-36372

RCW 35.92.380

RCW 35.92.385

DEFINITIONS

4.1  “Conversion” means the period in time when the property(ies) no longer meet
the requirements qualifying it/them for GFC incentives, i.e., the property(ies)
are no longer serving as affordable housing.

4.2  “Deferral” means that payment of GFC charges is delayed until the end of the
duration outlined by the funding source that qualifies a project for deferral
(e.g., 20-year MFTE). Deferred GFC charges may be permanently deferred
as outlined in Section 6.2.1-6.2.3.

4.3 “GFC Charges” means those charges set forth in SMC 13.03.0734 and
SMC 13.04.2044 as may be amended from time to time by the City and/or
the Engineering News-Record Index (ENR) calculated by City Staff, from
October to October for the previous year. The initial ENR index will occur
prior to March 5, 2024, after which this annual increase will occur January
1, 2025, and occur each January 1 thereafter.

4.4  “Offset” means the amount of GFC charges that are paid by an external,
non-utility funding source.

POLICY
5.1 It is the Policy of the City of Spokane not to waive GFC Charges without

prior identification of a non-utility revenue stream such as general fund
dollars or grant funds.



6.0

5.2  Any offset or deferral of the developer’s cost of the GFC shall be replaced
with funds from non-utility revenue sources, such as grant dollars or other
general fund revenues.

5.3  Such offset or deferral must be clearly identified and paid by the other
source at time of application for connection, application for a building permit,
or as otherwise ordered by the Director of Public Works.

54 In limited circumstances defined in 6.2 below, some affordable housing
projects may receive a “permissive waiver” of a portion of GFC charges
without payment by a non-utility revenue stream in return for the placement
of a ((60))40-year covenant to retain specific affordability requirements.

PROCEDURES

6.1 “Permissive Waiver” of some GFC Charges; Conditions of Waiver

6.1.1 A “Permissive Waiver” allows for a waiver of some GFC charges
without a specific non-utility funding source in return for a ((50))40-
year covenant to limit sales or leases to low-income households and
other requirements.

6.1.2 A permissive waiver of 50% of GFC Charges that would be regularly
charged may be granted by the City for owner-occupied properties
with a covenant that limits sales to low-income households earning
no more than 80 percent of the area median income.

6.1.3 A permissive waiver of 50% of GFC Charges that would be regularly
charged may be granted by the City for rental properties with a
covenant to limit leases to low-income households earning no more
than 60 percent of the area median income.

6.1.4 For multi-family residential projects that include housing units with
both qualified, affordable units and non-qualified units, the
permissive waiver will be pro-rated accordingly. For example, if a
project has 10 units, but only half of them meet the requirements, the
permissive waiver would equal half of the original 50% permissive
waiver.

6.1.5 An additional permissive waiver in the amount of 25% of GFC
Charges for rental or owner-occupied properties that meet the
requirements listed in 6.1.2 and 6.1.3 if the project completes an
application for a Washington State Department of Commerce
Connecting Housing to Infrastructure Program (CHIP) grant to pay
for such GFC charges but does not receive a CHIP grant award
because of lack of available funds. Again, the additional waiver will



6.2

be pro-rated for multi-family projects that include both qualified and
non-qualified units as in 6.1.4.

6.1.6 Any covenant satisfying the requirements of the above Sections 6.1.2
and 6.1.3 shall, at least, contain explicit restrictions that include:

1. Price restrictions and household income limits as defined in
6.1.2 and 6.1.3.
2. A provision that specifies that if the property is converted to a

use other than as set forth in 6.2, the property owner must pay
the applicable General Facilities Charges at the rate in effect
at the time of conversion.

3. Maintenance and habitability. The owner shall maintain all
residential rental units and all tenant-serving facilities in a
state of good repair and in continuous compliance with SMC
17F.070.400.

6.1.7 All Covenants required under 6.1 shall be recorded with the Spokane
County Auditor. At such time as a property receiving a permissive
waiver is no longer operating under the eligibility requirements, all
GFC connection charges for the properties are immediately due and
payable to the City’s water and wastewater utilities as a condition of
continued service. The amount owed would be equal to the GFC
rates in effect at the time of the change.

6.1.8 GFCs for fire service are not eligible for the permissive waiver.

GFC Incentives.

In response to the ongoing local and national housing crisis, fifty percent
(50%) of a project's GFC Charges may be deferred or offset for the
construction of affordable housing as defined in RCW 36.70A.030(5).
Deferred or offset fees shall be paid by an identified alternative non-utility
revenue source at the time GFC Charges are due. The remainder shall be
paid by the developer. Projects that qualify for the affordable housing
deferral or offset shall meet one of the following criteria:

6.2.1 For a project that qualifies for the twelve-year exemption under the
Multiple Family Housing Property Tax Exemption as described in
SMC 08.15.090, GFC Charges subject to this rule may be deferred
for the life of the property tax exemption. Projects that maintain
qualifying status for the entire twelve-year period may have fees
permanently offset at the end of the twelve-year period.



6.3

6.4

6.2.2

6.2.3

6.2.4

6.2.5

6.2.6

For a project that qualifies for the twenty-year exemption under the
Multiple Family Housing Property Tax Exemption as described in
SMC 08.15.090, GFC Charges subject to this rule may be deferred
for the life of the property tax exemption. Projects that maintain
qualifying status for the entire twenty-year period may have fees
permanently offset at the end of the twenty-year period.

For a project that qualifies for the sales and use tax exemption under
the Sales and Use Tax Deferral Program for Affordable Housing as
described in SMC 08.07D, GFC Charges subject to this rule shall be
deferred for the life of the sales and use tax exemption. Projects that
maintain qualifying status for the entire ten-year period may have
fees permanently offset at the end of the ten-year period.

For projects that qualify for the use of funds from the Sales and Use
Tax for Housing and Housing-Related Supportive Services as
described in chapter 08.07D SMC, GFC Charges subject to this rule
may be offset.

For projects receiving funding through state, or federal programs for
affordable housing, fees under this section may be offset.

For projects to build owner-occupied property with a covenant to limit
sales to low-income households earning no more than 80 percent of
the area median income, fees under this section may be offset, so
long as affordability is retained for a minimum of 50 years.

Failure to Maintain Qualifications for Deferred GFC Charges.

A project with deferred GFC Charges that maintains qualifying status under
6.1 or 6.2 for the duration specified shall have the indicated amount of GFC
Charges offset permanently at the end of the term. A project that fails to
maintain qualifying status under 6.1 for the duration specified shall
immediately pay all deferred GFC Charges to the City at the current rates
(e.g., a project that qualifies for deferral in 2025 fails to maintain eligibility in
2030, GFCs are due at the 2030 rates).

Maximum Limit of Deferral or Offset under Section 6.((4))2.

6.4.1

6.4.2

The maximum offset or deferral for a water GFC Charge shall be
forty thousand ($40,000) per project

The maximum offset or deferral for a sewer GFC Charge shall be
twenty thousand dollars ($20,000) per project.



6.4.3

6.5 Funding.

6.5.1

6.5.2

6.5.3

There is no maximum limit for permissively waived water or sewer
GFC charges.

Offsets or deferrals shall be awarded on a first-come, first-served
basis. When an identified alternative source of revenue is depleted,
another revenue source must be identified or an offset or deferral
shall not be awarded. Incentives cannot stack, and the maximum
amount of deferral is limited to the amounts outlined in section 6.2.

Some alternative sources of revenue, such as grant funds, may have
additional restrictions on the use of funds. A project that qualifies for
a deferral or offset under this rule may not qualify for any of the
identified alternative sources of revenue. A project that fails to qualify
under the limitations of available alternative sources of revenue shall
not be awarded an offset or deferral.

Nothing in this Public Rule shall preclude the use of third-party
sources of funding, such as grants, from contributing towards a
project’'s GFC Charge.

6.6  Otherincentives may be identified based on the project details, timing, state
or local incentives upon approval of the Director of Planning and Economic
Services Department.

7.0 RESPONSIBILITIES

The City of Spokane Wastewater Management Department, Water and
Hydroelectric Department, the City of Spokane Integrated Capital Management
Department, Engineering Services Department, and the City of Spokane

Accounting Departments through the ((Planning-and-EconomicDevelopment
Department)) Developer Services Center shall administer this Public Rule.

APPROVED BY:

City Administrator Date
Public Works Director Date
City Attorney Date
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Agenda Item Name JOINT RESOLUTION APPROVING AIRPORT ACQUISITION OF W 53RD AVE

Agenda Wording
Joint City / County Resolution Approving Airport Acquisition of W 53rd Avenue Property in Spokane County.

Summary (Background)

Joint Resolution with Spokane County in the matter of authorizing the Spokane Airport Board to purchase
Spokane County Assessor Tax Parcel 14011.1316, residential property located generally at 10909 W. 53rd
Avenue, in Spokane County. Pursuant to Paragraph 8(b) of the Spokane International Airport Joint Operation

Agreement, Spokane County and the City of Spokane must by joint action approve the acquisition, sale,
transfer, or disposal of real property.




What impacts would the proposal have on historically excluded communities?

Not applicable; purchase of property by Spokane Airport.

How will data be collected, analyzed, and reported concerning the effect of the

program/policy by racial, ethnic, gender identity, national origin, income level,

disability, sexual orientation, or other existing disparities?

Not applicable; purchase of property by Spokane Airport.

How will data be collected regarding the effectiveness of this program, policy, or

product to ensure it is the right solution?

Not applicable; purchase of property by Spokane Airport.

Describe how this proposal aligns with current City Policies, including the

Comprehensive Plan, Sustainability Action Plan, Capital Improvement Program,

Neighborhood Master Plans, Council Resolutions, and others?

Resolution and purchase are consistent with airport authority under Chapter 14.08 RCW and that agreement
between Spokane County (“County”)and the City of Spokane (“City”) dated October 7, 2019 (City of Spokane

City Clerk File # RES 2019-0086) to provide for the joint operation of Spokane International Airport, Felts Field
Airport and Spokane International Airport Business Park.

Council Subcommittee Review

The Spokane Airport Board reviewed and approved the property purchase on June 18, 2026.




Fiscal Impact

Approved in Current Year Budget? N/A

Total Cost

$

Current Year Cost

$

Subsequent Year(s) Cost

$

Narrative

Amount

Budget Account

Select

Select

Select

Select

Select

LA

Select

H|HH

Funding Source

N/A

Funding Source Type Select

Is this funding source sustainable for future years, months, etc?

Expense Occurrence | N/A

Other budget impacts (revenue generating, match requirements, etc.)

Approvals

Additional Approvals

Dept Head

WRIGHT, CHRISTOPHER

Division Director

Accounting Manager

BUSTOS, KIM

Legal

For the Mayor

PICCOLO, MIKE

Distribution List

rschultz@spokaneairports.net

twoodard@spokaneairports.net




City Resolution No: RES 2026-0054
County Resolution No.

BEFORE THE BOARD OF COUNTY COMMISSIONERS
OF SPOKANE COUNTY, WASHINGTON
AND
THE SPOKANE CITY COUNCIL OF SPOKANE, WASHINGTON

IN THE MATTER OF AUTHORIZING )
THE AIRPORT BOARD TO ) JOINT RESOLUTION
PURCHASE PROPERTY IDENTIFIED AS )
SPOKANE COUNTY ASSESSOR )

)

PARCEL 14011.1316

WHEREAS, pursuant to Chapter 14.08 RCW, Spokane County (“County”), by and through its Board
of County Commissioners, and the City of Spokane (“City”), by and through its City Council, entered into
an agreement dated October 7, 2019 (City of Spokane City Clerk File # RES 2019-0086, Spokane County
Resolution No. 19-1338) to provide for the joint operation of Spokane International Airport, Felts Field
Airport and Spokane International Airport Business Park (“Agreement”); and

WHEREAS, pursuant to Paragraph 8(b) of the Agreement, the County and City must by joint action
approve the acquisition, sale, transfer or disposal of real property; and

WHEREAS, on June 18, 2026, the Airport Board recommended to the County and City the purchase
of Spokane County Assessor Tax Parcel 14011.1316, residential property located generally at 10909 W.
53 Avenue, in Spokane County (“Property”), as described in that certain Real Property Purchase and Sale
Agreement and Escrow Instructions, effective as of April 29, 2026 (“PSA”), a copy of which is attached
hereto as Exhibit A and incorporated herein by this reference; and

NOW THEREFORE, BE IT RESOLVED by the Board of County Commissioners of Spokane County,
Washington and by the City Council of the City of Spokane:

1. That the Airport Board is authorized to purchase the Property, on the terms and conditions
set forth in Exhibit A;

2. That the Chief Executive Officer of the Airport Board, or delegee, be and is hereby authorized
to prepare and execute any documents and do all things on behalf of Spokane County and
City of Spokane necessary or related to purchase the Property and to carry out the terms and
conditions of the PSA;

ADOPTED by the Spokane City Council this day of , 2026.

Giacobbe Byrd, City Clerk
Approved as to form:
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City Attorney

[signature page follows]
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PASSED AND ADOPTED this

ATTEST:

Ginna Vasquez
Clerk of the Board

day of , 2026.

BOARD OF COUNTY COMMISSIONERS
OF SPOKANE COUNTY, WASHINGTON

MARY L. BROOKS, CHAIR

JOSH KERNS, VICE-CHAIR

AL FRENCH, COMMISSIONER

AMBER WALDREF, COMMISSIONER

CHRIS JORDAN, COMMISSIONER
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EXHIBIT A
REAL PROPERTY PURCHASE AND SALE AGREEMENT AND ESCROW INSTRUCTIONS,

DATED AS OF APRIL 29, 2026,
BY AND BETWEEN SPOKANE AIRPORT AND GERALDINE AND BRIAN OLMSTEAD

Page 4



EXHIBIT B

PROPERTY TRANSFER AGREEMENT,
DATED AS OF , 2026,
BY AND BETWEEN SPOKANE AIRPORT AND GERALDINE AND BRIAN OLMSTEAD
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Authentisign ID: 95589E95-0E44-F111-8EF2-000D3A55CAFE

REAL PROPERTY PURCHASE AND SALE AGREEMENT
AND ESCROW INSTRUCTIONS

This REAL PROPERTY PURCHASE AND SALE AGREEMENT AND ESCROW
INSTRUCTIONS (“Agreement”) is made by and between GERALDINE K. OLMSTEAD, who acquired
title as Geraldine IW Kern, an unmarried person (“Seller”), SPOKANE AIRPORT, by and through its
Airport Board (“Airport Board”), created pursuant to the provisions of Section 14.08.200 of the Revised
Code of Washington, a joint operation of the City of Spokane and County of Spokane, municipal
corporations of the State of Washington, and/or its assigns (“Buyer”), and SPOKANE COUNTY TITLE
COMPANY (“Escrow Agent” or “Title Company”).

Seller is the owner of the following (collectively, the “Property”):

A. Fee simple title to real property and any and all buildings and other improvements
thereon, located generally at 10909 W. 53t Avenue, in Spokane County, Washington, as more
particularly described on the attached Exhibit A (“Real Property™);

B. Any and all rights and easements appurtenant to the Real Property;

C. All licenses, permits, land use designations, approvals, various waivers or consents
applicable to the Real Property (collectively, the “Permits”), to the extent transferable, issued or subject to
the laws of the United States, the State of Washington, Spokane County, or other authority, department,
commission, board, bureau, agency, unit, or instrumentality (collectively, the “Governmental Authorities”
and each, a “Governmental Authority”); and

D. All site plans, surveys, soil and substrata studies, environmental reports, engineering
plans and studies, landscape plans and other plans, diagrams, or studies of any kind with respect to the
Real Property.

Buyer desires to purchase and Seller desires to sell the Property, upon the terms and conditions
hereinafter outlined.

NOW, THEREFORE, it is mutually agreed by and between the parties as follows:

1. Agreement. Seller agrees to sell and convey the Property to Buyer, and Buyer agrees to
purchase and accept the Property from Seller, upon the terms and conditions set forth in this Agreement.

2. Earnest Money. Within three (3) Business Days following the date that is the day the last
of Seller and Buyer execute this Agreement (the “Effective Date™), Buyer shall deliver to Escrow Agent
the sum of Three Thousand Five Hundred Dollars ($3,500.00) in Current Funds (as defined in Section 3,
below) as earnest money (“Earnest Money™) to be applied for the account of Buyer as a credit against the
Purchase Price (as defined in Section 3, below). Escrow Agent hereby agrees to hold and disburse all
Earnest Money as provided for in this Agreement. The Earnest Money will, at the option of Buyer, be
invested in an interest-bearing account in order to accrue interest for the account of Buyer. When Escrow
Agent disburses the Earnest Money as provided in this Agreement, any and all interest that has accrued
thereon shall be disbursed to the party entitled to the Earnest Money. After Buyer delivers its Approval
Notice (as defined in Section 4.7, below), the Earnest Money will be nonrefundable to Buyer except as
otherwise provided in this Agreement. As used in this Agreement, the term “Business Day” means any
day other than: (i) a Saturday, (ii) a Sunday, or (iii) days on which branches of national banks located in
Spokane, Washington are closed.



Authentisign 1D: 95589E95-0E44-F111-8EF2-000D3A55CAFE

3. Purchase Price. The purchase price (“Purchase Price™) for the Property will be Three
Hundred Fifty Thousand Dollars ($350,000.00). At Closing (as defined in Section 6.1, below), the
Earnest Money will be credited to the Purchase Price and the remainder of the Purchase Price and any
fees and closing costs which Buyer is obligated to pay pursuant to this Agreement will be paid in Current
Funds. As used in this Agreement, the term “Current Funds” means wire transfers, certified funds, or a
cashier’s check in a form acceptable to Escrow Agent that would permit Escrow Agent to immediately
disburse such funds.

4. Due Diligence Inspections and Title Review.

4.1 Investigation Period. As used in this Agreement, the term “Investigation Period”
means that period of time commencing on the Effective Date and expiring at 5:00 p.m., local time
in Spokane, Washington, sixty (60) days thereafter, or upon earlier termination of this
Agreement.

4.2 Review of Diligence Materials. To the extent not previously provided to Buyer,
Seller shall within two (2) Business Days following the Effective Date provide Buyer with (or
make available for Buyer’s inspection) copies of, or electronic access to, all items that relate to
the Property (to the extent the same are in Seller’s possession or control), including, without
limitation, the following: environmental assessment reports; Seller’s disclosure statement in
accordance with RCW 64.06.021; surveys; zoning documents; planning and/or engineering plans,
studies or reports; soils investigation reports; seismic studies; any Permits; valuation notices and
invoices for real property taxes, special assessments and any other fees, dues and taxes applicable
to the Property for the past three (3) years; copies of any pending or threatened Claims (as
defined in Section 4.3, below) or actions relating to the Property; governmental notices regarding
uncured violations of laws or regulations; and any contracts and any other binding legal
agreements, leases (including the files, amendments, riders, licenses and guarantees, if any) and
similar agreements (collectively, the “Current Diligence Materials™). Prior to the expiration of the
Investigation Period, Buyer may, in Buyer’s sole and absolute discretion and at Buyer’s sole cost
and expense, obtain the following: (i) a Phase I environmental report (“Phase 1”) relating to the
Property (with the Phase II environmental report described below, if any, each an “Environmental
Report™); (ii) a survey of the Property (“Survey”); and (iii) any home inspections, additional
studies, reports or surveys that Buyer may elect, in Buyer’s sole and absolute discretion
(collectively, the “Additional Studies™). If the Phase I indicates the need for a Phase II
environmental report (“Phase II”’), Buyer may obtain the Phase II. The Current Diligence
Materials, the Environmental Reports, the Survey, and the Additional Studies are collectively
referred to as the “Diligence Materials” in this Agreement. Seller shall cooperate in good faith
with Buyer in connection with Buyer’s inspection, review and procurement of the Diligence
Materials.

43 Entry on Property. Up to and through the Closing Date, if this Agreement has not
been terminated, Buyer, and Buyer’s agents, employees and subcontractors, will have the right
(upon twenty-four (24) hours prior verbal notice to Seller) to enter the Property to conduct such
surveys, inspections, investigations and/or studies with respect to the Property as Buyer may
elect, including, without limitation, intrusive, destructive or invasive testing, including soil
borings, and the sampling of materials as part of any Environmental Reports. Buyer shall
indemnify, defend and hold Seller and the Property free and harmless from and against any and
all debts, duties, obligations, liabilities, suits, claims, demands, causes of action, damage, losses,
costs and expenses (including, without limitation, reasonable legal expenses and attorneys’ fees
with respect to the same or to enforce this indemnity) (collectively, “Claims™) incurred by reason
of or in connection with such entry or such surveys, inspections, investigations or studies;
provided, however, that Buyer’s indemnification obligation will not extend to any Claims or

.
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liabilities arising out of the discovery of any preexisting conditions of the Property or diminution
of value to the Property attributable to any such discovery; and further provided that under no
circumstances shall Seller be able to recover exemplary, punitive, indirect, consequential or
special damages. Buyer agrees to repair any and all damage caused to the Property due to Buyer’s
entry thereon and to otherwise restore the Property to substantially the condition existing prior to
such entry. Seller shall cooperate in good faith with Buyer in connection with Buyer’s physical
inspection of the Property. The obligations of Buyer under this Section 4.3 will survive Closing
or earlier termination of this Agreement.

4.4 No Liens or Interference. Buyer shall not permit, and shall indemnity, defend and
hold harmless Seller for, from and against any and all Claims incurred by reason of or in
connection with, any construction, mechanics or materialmen’s liens or any other liens that attach
to the Property or any portion thereof by reason of the performance of any work or the purchase
of any materials by Buyer or any other party in connection with Buyer’s inspection of the
Property. The provisions of this Section 4.4 will survive Closing or earlier termination of this
Agreement.

4.5 Review of Title.

(a) Title Commitment. Within two (2) Business Days of the Effective Date,
Seller shall cause the Title Company to deliver a commitment for the Title Policy (as
defined in Section 4.6, below) to Buyer. The commitment shall be accompanied by
copies of all documents referred to in Schedule B of the commitment (the commitment
and the documents are collectively referred to in this Agreement as the “Title
Commitment”).

(b) Objections. Buyer shall review the Title Commitment and may, on or
prior to the expiration of the Investigation Period, provide Seller and Title Company with
written notice of the title exceptions that are acceptable or objectionable to Buyer, in
Buyer’s sole and absolute discretion (each such objectionable matter or exception
considered a “Disapproved Matter”). If Buyer timely notifies Seller and Title Company
of any Disapproved Matters on or prior to expiration of the Investigation Period, Seller
shall, within five (5) Business Days following Seller’s receipt of Buyer’s written notice
of Disapproved Matters (the “Seller Title Response Period”), notify Buyer and Escrow
Agent that: (i) Seller will remove or correct such Disapproved Matters as of or before the
Closing, or (ii) Seller will not remove any or certain Disapproved Matters. If Seller does
not respond within the Seller Title Response Period, Seller shall be deemed to have
elected option (ii) above. If Seller elects, within its sole discretion, or is deemed to have
elected not to eliminate those objections with reference to such Disapproved Matters, in
form and substance acceptable to Buyer, in Buyer’s sole and absolute discretion, Buyer
may either (y)terminate this Agreement by delivery of written notice to Seller and
Escrow Agent, or (z) give written notice to Seller and Escrow Agent, agreeing to accept
title to the Property subject to such Disapproved Matters, in which case such Disapproved
Matters shall be Permitted Exceptions (as defined in Section 4.5(d), below). If Buyer fails
to deliver written notice in accordance with (y) or (z) above, Buyer shall be deemed to
have elected option (y) above, in which case this Agreement shall terminate on the day
that is five (5) Business Days after at the expiration of the Seller Title Response Period.

(©) Supplements; Amendments. If the Title Company issues a supplement or
amendment to the Title Commitment showing additional title exceptions (each, an
“Amended Report™), Buyer will have ten (10) days from the date of receipt of each
Amended Report and a copy of each document referred to in the Amended Report in
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which to give notice of its acceptance of or objection to additional title exceptions. If
Buyer provides Seller and Escrow Agent with notice of the basis of objection of the
status of Seller’s title as shown on the Amended Report, Seller will have the option to
cure such Disapproved Matters within five (5) days thereafter or prior to Closing,
whichever is sooner. If Seller elects, within its sole discretion, not to timely eliminate the
additional Disapproved Matters on or before Closing, in form and substance acceptable to
Buyer, in its sole and absolute discretion, Buyer may either (i) terminate this Agreement
by delivery of written notice to Seller and Escrow Agent, or (ii) give written notice to
Seller and Escrow Agent, agreeing to accept title to the Property subject to such
additional Disapproved Matters. If Buyer fails to deliver written notice in accordance
with (i) or (ii) above, Buyer shall be deemed to have elected option (i) above, in which
case this Agreement shall terminate on the day that is the earlier to occur of (y) five (5)
days after the date of receipt of the latest Amended Report, or (z) the scheduled Closing
Date.

(d) Failure to Provide Written Acceptance. Any title matter that Buyer
accepts in writing will be a “Permitted Exception.” Notwithstanding the foregoing, Buyer
will not be required to disapprove or object to, and Seller covenants to remove as an
encumbrance against title to the Property on or prior to Closing, any deeds of trust,
monetary liens or monetary encumbrances (except for real property taxes and
assessments not delinquent), and any exceptions for claims of liens for labor or materials
furnished or supplied to the Property or any portion of the Property. If Buyer does not
provide written acceptance of an exception to title as disclosed by the Title Commitment
or an Amended Report within the applicable time period, Buyer will be deemed to have
objected to such matter. If this Agreement is terminated due to Seller’s failure or inability
to cure any Disapproved Matters under this Section 4.5, Escrow Agent shall immediately
remit the Earnest Money to Buyer, together with any other funds, documents or
instruments that Buyer has deposited with Escrow Agent, and neither party will have any
further obligation to the other, except those obligations that expressly survive the
termination of this Agreement.

4.6 Title Policy. At the Closing, Seller shall convey to Buyer marketable and
insurable fee simple title to the Real Property, subject only to the Permitted Exceptions, by the
duly executed and acknowledged statutory warranty deed (“Deed”) in the form attached as
Exhibit B. Evidence of delivery of marketable and insurable fee simple title will be the issuance
by Title Company to Buyer of an ALTA standard owner’s policy of title insurance in the amount
of the Purchase Price, insuring fee simple title to the Real Property in Buyer, subject only to
Permitted Exceptions (“Title Policy”). Costs for such Title Policy will be allocated pursuant to
Section 6.2(b).

4.7 Right to Terminate Prior to Expiration of Investigation Period. Notwithstanding
anything contained in this Agreement to the contrary, Seller acknowledges and understands that
Buyer may, prior to the expiration of the Investigation Period, notify Seller in writing that Buyer
elects to terminate this Agreement as a result of any matter or no matter as determined by Buyer,
in Buyer’s sole and absolute discretion. Seller acknowledges that Buyer has the right to so
terminate this Agreement, regardless of whether Seller would be willing or able to cure any
matter to which Buyer has objected. If Buyer elects, in its sole and absolute discretion, to proceed
with this transaction, Buyer shall send a written approval notice to Seller and Escrow Agent on or
before expiration of the Investigation Period (“Approval Notice™). If Buyer fails to send an
Approval Notice to Seller and Escrow Agent by the expiration of the Investigation Period, Buyer
will be deemed to have elected to terminate this Agreement. Buyer may also terminate this
Agreement by sending written notice of termination to Seller on or before expiration of the
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