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SUMMARY RISK FACTORS

Our business is subject to numerous risks and uncertainties that you should consider before investing in our company. These risks are described more fully in the section titled “Risk

Factors” in this Quarterly Report on Form 10-Q. These risks include, but are not limited to, the following:

· We are a clinical-stage biotechnology company with a limited operating history.

· We have incurred significant operating losses since our inception and anticipate that we will incur continued losses for the foreseeable future.

· Our mission is broad and expensive to achieve and we will need to raise substantial additional funding.

· We have no products approved for commercial sale and have not generated any revenue from product sales.

· We or our current and future collaborators may never successfully develop and commercialize drug products, which would negatively affect our financial results and our ability to continue our business operations.
· Our quarterly and annual operating results may fluctuate significantly in the future due to a variety of factors, many of which are outside of our control and may be difficult to predict.
· Our approach to drug discovery is unique and may not lead to successful drug products, for reasons including but not limited to potential challenges identifying mechanisms of action for our candidates.
· Our drug candidates are in preclinical or clinical development, which are lengthy and expensive processes with uncertain outcomes and the potential for substantial delays.

· Although we intend to explore other therapeutic opportunities in addition to the drug candidates that we are currently developing, we may fail to identify viable new candidates for clinical development, which could materially harm our business.
· Our business and operations would suffer in the event of computer system failures, cyber-attacks, or deficiencies in our cybersecurity or the cybersecurity of third parties such as collaborators, suppliers, or service providers.
· If we are not able to develop new solutions and enhancements to our platform that keep pace with technological developments, our business and results of operations would be harmed.
· Defects or disruptions in our platform could diminish our value and prospects.

· Force majeure events such as an infectious disease outbreak could materially and adversely affect our business and our financial results and disrupt the development of our drug candidates.
· If we fail to sufficiently manage and improve our technical hardware infrastructure we may experience errors, delays and other performance problems.

· We are subject to regulatory and operational risks associated with the physical and digital infrastructure at both our internal facilities and those of our external collaborators, service providers and suppliers.
· We may seek to establish additional collaborations for clinical development or commercialization of our drug candidates, and, if we are not able to establish them on commercially reasonable terms, or at all, we may have to alter our business plans.
· If we are unable to adequately protect and enforce our intellectual property rights, including obtaining and maintaining patent protection for our key technology and products, or if the scope of the patent protection obtained is not sufficiently broad, our competitors could develop and commercialize technology and products similar or identical to ours, and our ability to successfully commercialize our technology and products may be impaired.
· If we are unable to protect the confidentiality of our trade secrets and know-how, our business and competitive position may be harmed.

· If we fail to comply with our obligations in the agreements under which we collaborate with and/or license intellectual property rights from third parties, or otherwise experience disruptions to our business relationships with our partners, we could lose rights that are important to our business.

Special Note Regarding Forward-Looking Information

This report contains “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. All statements other than statements of historical facts contained in this Quarterly Report, including statements regarding our future results of operations and financial position, plans and objectives of management for future operations, business strategy, development plans, planned preclinical studies, and clinical trials, future results of clinical trials, expected research and development costs, regulatory strategy, timing, and likelihood of success are forward-looking statements. In some cases, you can identify forward-looking statements by terms such as “may,” “will,” “should,” “would,” “expect,” “plan,” “anticipate,” “could,” “intend,” “target,” “project,” “contemplate,” “believe,” “estimate,” “predict,” “potential,” or
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“continue” or the negative of these terms or other similar expressions. Forward-looking statements contained in this report include, but are not limited to, statements about:

· our research and development programs

· the initiation, timing, progress, results, and cost of our current and future preclinical and clinical studies, including statements regarding the design of, and the timing of initiation and completion of, studies and related preparatory work, as well as the period during which the results of the studies will become available;
· the ability of our clinical trials to demonstrate the safety and efficacy of our drug candidates, and other positive results;

· the ability and willingness of our collaborators to continue research and development activities relating to our development candidates and investigational medicines;

· future agreements with third parties in connection with the commercialization of our investigational medicines and any other approved product;

· the timing, scope, and likelihood of regulatory filings and approvals, including the timing of Investigational New Drug applications and final approval by the U.S. Food and Drug Administration, or FDA, of our current drug candidates and any other future drug candidates, as well as our ability to maintain any such approvals;
· the timing, scope, or likelihood of foreign regulatory filings and approvals, including our ability to maintain any such approvals;

· the size of the potential market opportunity for our drug candidates, including our estimates of the number of patients who suffer from the diseases we are targeting;

· our ability to identify viable new drug candidates for clinical development and the rate at which we expect to identify such candidates, whether through an inferential approach or otherwise;
· our expectation that the assets that will drive the most value for us are those that we will identify in the future using our datasets and tools;

· our ability to develop and advance our current drug candidates and programs into, and successfully complete, clinical studies;

· our ability to reduce the time or cost or increase the likelihood of success of our research and development relative to the traditional drug discovery paradigm;

· our ability to improve, and the rate of improvement in, our infrastructure, datasets, biology, technology tools, and drug discovery platform, and our ability to realize benefits from such improvements;
· our expectations related to the performance and benefits of our BioHive-1 supercomputer;

· our ability to realize a return on our investment of resources and cash in our drug discovery collaborations;

· our ability to scale like a technology company and to add more programs to our pipeline each year than in the prior;

· our ability to successfully compete in a highly competitive market;

· our manufacturing, commercialization, and marketing capabilities and strategies;

· our plans relating to commercializing our drug candidates, if approved, including the geographic areas of focus and sales strategy;

· our expectations regarding the approval and use of our drug candidates in combination with other drugs;

· the rate and degree of market acceptance and clinical utility of our current drug candidates, if approved, and other drug candidates we may develop;

· our competitive position and the success of competing approaches that are or may become available;

· our estimates of the number of patients that we will enroll in our clinical trials and the timing of their enrollment;

· the beneficial characteristics, safety, efficacy, and therapeutic effects of our drug candidates;

· our plans for further development of our drug candidates, including additional indications we may pursue;

· our ability to adequately protect and enforce our intellectual property and proprietary technology, including the scope of protection we are able to establish and maintain for intellectual property rights covering our current drug candidates and other drug candidates we may develop, receipt of patent protection, the extensions of existing patent terms where available, the validity of intellectual property rights held by third parties, the protection of our trade secrets, and our ability not to infringe, misappropriate or otherwise violate any third-party intellectual property rights;
· the impact of any intellectual property disputes and our ability to defend against claims of infringement, misappropriation, or other violations of intellectual property rights;

· our ability to keep pace with new technological developments;

· our ability to utilize third-party open source software and cloud-based infrastructure, on which we are dependent;

· the adequacy of our insurance policies and the scope of their coverage;
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· the potential impact of a pandemic, epidemic, or outbreak of an infectious disease, such as COVID-19, or natural disaster, and the effect of such outbreak or natural disaster on our business and financial results;
· our ability to maintain our technical operations infrastructure to avoid errors, delays, or cybersecurity breaches;

· our continued reliance on third parties to conduct additional clinical trials of our drug candidates, and for the manufacture of our drug candidates for preclinical studies and clinical trials;
· our ability to obtain, and negotiate favorable terms of, any collaboration, licensing or other arrangements that may be necessary or desirable to research, develop, manufacture, or commercialize our platform and drug candidates;
· the pricing and reimbursement of our current drug candidates and other drug candidates we may develop, if approved;

· our estimates regarding expenses, future revenue, capital requirements, and needs for additional financing

· our financial performance;

· the period over which we estimate our existing cash and cash equivalents will be sufficient to fund our future operating expenses and capital expenditure requirements;

· our ability to raise substantial additional funding;

· the impact of current and future laws and regulations, and our ability to comply with all regulations that we are, or may become, subject to;

· the need to hire additional personnel and our ability to attract and retain such personnel;

· the impact of any current or future litigation, which may arise during the ordinary course of business and be costly to defend;

· our expectations regarding the period during which we will qualify as an emerging growth company under the JOBS Act;

· our anticipated use of our existing resources and the net proceeds from our Initial Public Offering in April 2021; and

· other risks and uncertainties, including those listed under the caption “Risk Factors.”

We have based these forward-looking statements largely on our current expectations and projections about our business, the industry in which we operate, and financial trends that we believe may affect our business, financial condition, results of operations, and prospects, and these forward-looking statements are not guarantees of future performance or development. These forward-looking statements speak only as of the date of this report and are subject to a number of risks, uncertainties and assumptions described in the section titled “Risk Factors” and elsewhere in this report. Because forward-looking statements are inherently subject to risks and uncertainties, some of which cannot be predicted or quantified, you should not rely on these forward-looking statements as predictions of future events. The events and circumstances reflected in our forward-looking statements may not be achieved or occur and actual results could differ materially from those projected in the forward-looking statements. Except as required by applicable law, we undertake no obligation to update or revise any forward-looking statements contained herein, whether as a result of any new information, future events, or otherwise.

In addition, statements that “we believe” and similar statements reflect our beliefs and opinions on the relevant subject. These statements are based upon information available to us as of the date of this report. While we believe such information forms a reasonable basis for such statements, the information may be limited or incomplete, and our statements should not be read to indicate that we have conducted an exhaustive inquiry into, or review of, all potentially available relevant information. These statements are inherently uncertain and you are cautioned not to unduly rely upon them.
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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements.

Recursion Pharmaceuticals, Inc.

Condensed Consolidated Balance Sheets (unaudited)

(in thousands, except share and per share amounts)

June 30,

2021








December 31,

2020


	Assets
	
	
	
	

	Current assets
	
	
	
	

	Cash and cash equivalents
	$
	632,738
	$
	262,126

	Restricted cash
	
	10,232
	
	5,041

	Accounts receivable
	
	49
	
	156

	Other current assets
	
	4,616
	
	2,155

	Total current assets
	
	647,635
	
	269,478

	
	
	
	
	

	Property and equipment, net
	
	48,549
	
	25,967

	Intangible assets, net
	
	2,338
	
	2,490

	Other non-current assets
	
	68
	
	650

	Total assets
	$
	698,590
	$
	298,585

	
	
	
	
	

	
	
	
	
	

	Liabilities, convertible preferred stock and stockholders’ equity (deficit)
	
	
	
	

	Current liabilities
	
	
	
	

	Accounts payable
	$
	3,196
	$
	1,074

	Accrued expenses and other liabilities
	
	12,710
	
	10,485

	Current portion of unearned revenue
	
	10,000
	
	10,000

	Current portion of notes payable
	
	3,135
	
	1,073

	Current portion of lease incentive obligation
	
	499
	
	467

	Total current liabilities
	
	29,540
	
	23,099

	
	
	
	
	

	Deferred rent
	
	2,819
	
	2,674

	Unearned revenue, net of current portion
	
	11,667
	
	16,667

	Notes payable, net of current portion
	
	9,423
	
	11,414

	Lease incentive obligation, net of current portion
	
	2,427
	
	2,708

	Total liabilities
	
	55,876
	
	56,562

	
	
	
	
	

	Commitments and contingencies (Note 6)
	
	
	
	

	
	
	
	
	

	Convertible preferred stock (series A, A-1, B, C, and D), $0.00001 par value; 200,000,000 and 121,434,713 shares authorized as of
	
	
	
	

	June 30, 2021 and December 31, 2020, respectively; 0 and 112,088,065 shares issued and outstanding as of June 30, 2021 and
	
	
	
	

	December 31, 2020, respectively; Liquidation preference of $0 and $450,850 as of June 30, 2021 and December 31, 2020,
	
	
	
	

	respectively
	
	—
	
	448,312

	Stockholders’ equity (deficit)
	
	
	
	

	Common stock (Class A and B), $0.00001 par value; 2,000,000,000 (Class A 1,989,032,117, Class B 10,967,883) and 188,400,000
	
	
	
	

	shares authorized as of June 30, 2021 and December 31, 2020, respectively; 168,425,907 (Class A 158,958,024, Class B 9,467,883)
	
	
	
	

	and 22,314,685 shares issued and outstanding as of June 30, 2021 and December 31, 2020, respectively
	
	2
	
	—

	Additional paid-in capital
	
	930,431
	
	7,312

	Accumulated deficit
	
	(287,719)
	
	(213,601)

	Total stockholders’ equity (deficit)
	
	642,714
	
	(206,289)

	
	
	
	
	

	Total liabilities, convertible preferred stock and stockholders’ equity (deficit)
	$
	698,590
	$
	298,585

	
	
	
	
	

	See the accompanying notes to these condensed consolidated financial statements.
	
	
	
	

	1
	
	
	
	

	
	
	
	
	


[image: ][image: ]

Recursion Pharmaceuticals, Inc.

Condensed Consolidated Statements of Operations and Comprehensive Loss (unaudited)

(in thousands, except share and per share amounts)

	
	
	Three months ended
	
	Six months ended
	

	
	
	June 30,
	
	
	
	June 30,
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	2021
	
	2020
	
	
	2021
	
	2020
	

	Revenue
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Grant revenue
	$
	49
	$
	186
	
	$
	111
	$
	246
	

	Operating revenue
	
	2,500
	
	—
	
	5,000
	
	—
	

	Total revenue
	
	2,549
	
	186
	
	
	5,111
	
	246
	

	
	
	
	
	
	
	
	
	
	
	

	Operating expenses
	
	
	
	
	
	
	
	
	
	

	Research and development
	
	29,624
	
	13,244
	
	
	53,733
	
	26,086
	

	General and administrative
	
	13,854
	
	5,159
	
	
	22,791
	
	10,720
	

	Total operating expenses
	
	43,478
	
	18,403
	
	
	76,524
	
	36,806
	

	
	
	
	
	
	
	
	
	
	
	

	Loss from operations
	
	(40,929)
	
	(18,217)
	
	
	(71,413)
	
	(36,560)
	

	Other loss, net
	
	(2,472)
	
	(726)
	
	
	(2,705)
	
	(807)
	

	Net loss and comprehensive loss
	$
	(43,401)
	$
	(18,943)
	
	$
	(74,118)
	$
	(37,367)
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Per share data
	
	
	
	
	
	
	
	
	
	

	Net loss per share of Class A and B common stock, basic and diluted
	$
	(0.31)
	$
	(0.88)
	
	$
	(0.91)
	$
	(1.73)
	

	
	
	
	
	
	
	
	
	
	
	

	Weighted-average shares (Class A and B) outstanding, basic and diluted
	
	138,360,646
	
	21,652,277
	
	
	81,022,240
	
	21,646,118
	
























See the accompanying notes to these condensed consolidated financial statements.
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Recursion Pharmaceuticals, Inc.

Condensed Consolidated Statements of Convertible Preferred Stock and Stockholders’ Equity (Deficit) (unaudited) (in thousands, except share amounts)

	
	
	
	
	Common Stock
	
	
	
	
	
	
	

	
	Convertible Preferred Stock
	(Class A and B)
	
	
	Additional Paid-in-
	
	Accumulated
	
	Stockholders’

	
	Shares
	
	Amount
	Shares
	Amount
	
	
	Capital
	
	Deficit
	
	Equity (Deficit)

	Balance as of March 31, 2021
	112,088,065
	$
	448,312
	24,036,725
	$
	— $
	11,287
	$
	(244,318)
	$
	(233,031)

	Net loss
	—
	
	—
	—
	
	—
	
	—
	
	(43,401)
	
	(43,401)

	Common stock issuance for initial
	
	
	
	
	
	
	
	
	
	
	
	

	public offering, net of issuance
	
	
	
	
	
	
	
	
	
	
	
	

	costs
	—
	
	—
	27,878,787
	
	1
	
	462,353
	
	—
	
	462,354

	Conversion of preferred stock to
	
	
	
	
	
	
	
	
	
	
	
	

	common stock
	(112,088,065)
	
	(448,312)
	115,598,018
	
	1
	
	448,311
	
	—
	
	448,312

	Stock warrant exercises
	—
	
	—
	129,963
	
	—
	
	2,340
	
	—
	
	2,340

	Stock option exercises and other
	—
	
	—
	782,414
	
	—
	
	823
	
	—
	
	823

	Stock-based compensation
	—
	
	—
	—
	
	—
	
	5,317
	
	—
	
	5,317

	Balance as of June 30, 2021
	— $
	—
	168,425,907
	$
	2
	$
	930,431
	$
	(287,719)
	$
	642,714

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	Common Stock
	
	
	
	
	
	
	

	
	Convertible Preferred Stock
	(Class A and B)
	
	
	Additional Paid-in-
	
	Accumulated
	
	Stockholders’

	
	Shares
	
	Amount
	Shares
	Amount
	
	
	Capital
	
	Deficit
	
	Equity (Deficit)

	Balance as of December 31,
	
	
	
	
	
	
	
	
	
	
	
	

	2020
	112,088,065
	$
	448,312
	22,314,685
	$
	— $
	7,312
	$
	(213,601)
	$
	(206,289)

	Net loss
	—
	
	—
	—
	
	—
	
	—
	
	(74,118)
	
	(74,118)

	Common stock issuance for initial
	
	
	
	
	
	
	
	
	
	
	
	

	public offering, net of issuance
	
	
	
	
	
	
	
	
	
	
	
	

	costs
	—
	
	—
	27,878,787
	
	1
	
	462,353
	
	—
	
	462,354

	Conversion of preferred stock to
	
	
	
	
	
	
	
	
	
	
	
	

	common stock
	(112,088,065)
	
	(448,312)
	115,598,018
	
	1
	
	448,311
	
	—
	
	448,312

	Stock warrant exercises
	—
	
	—
	129,963
	
	—
	
	2,340
	
	—
	
	2,340

	Stock option exercises and other
	—
	
	—
	2,504,454
	
	—
	
	2,977
	
	—
	
	2,977

	Stock-based compensation
	—
	
	—
	—
	
	—
	
	7,138
	
	—
	
	7,138

	Balance as of June 30, 2021
	— $
	—
	168,425,907
	$
	2
	$
	930,431
	$
	(287,719)
	$
	642,714

	
	
	
	
	
	
	
	
	
	
	
	
	











See the accompanying notes to these condensed consolidated financial statements.
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Recursion Pharmaceuticals, Inc.

Condensed Consolidated Statements of Convertible Preferred Stock and Stockholders’ Deficit (unaudited)

(in thousands, except share amounts)

	
	Convertible Preferred Stock
	Common Stock
	
	
	Additional Paid-in-
	
	
	
	
	

	
	Shares
	
	Amount
	Shares
	Amount
	
	
	
	Accumulated Deficit
	
	Stockholders’ Deficit
	

	
	
	
	
	
	
	
	
	Capital
	
	
	
	

	Balance as of March 31, 2020
	75,189,517
	$
	201,109
	21,652,277
	$
	— $
	3,632
	$
	(145,019)
	$
	(141,387)
	

	Net loss
	—
	
	—
	—
	
	—
	—
	
	(18,943)
	
	(18,943)
	

	Stock-based compensation
	—
	
	—
	—
	
	—
	892
	
	—
	
	892
	

	Balance as of June 30, 2020
	75,189,517
	$
	201,109
	21,652,277
	$
	— $
	4,524
	$
	(163,962)
	$
	(159,438)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	





	
	Convertible Preferred Stock
	Common Stock
	
	
	Additional Paid-in-
	
	
	
	
	

	
	Shares
	
	Amount
	Shares
	Amount
	
	
	
	Accumulated Deficit
	
	Stockholders’ Deficit
	

	
	
	
	
	
	
	
	
	Capital
	
	
	
	

	Balance as of December 31,
	
	
	
	
	
	
	
	
	
	
	
	
	

	2019
	75,189,517
	$
	201,109
	21,637,609
	$
	— $
	2,330
	$
	(126,595)
	$
	(124,265)
	

	Net loss
	—
	
	—
	—
	
	—
	—
	
	(37,367)
	
	(37,367)
	

	Stock option exercises
	—
	
	—
	14,668
	
	—
	16
	
	—
	
	16
	

	Stock-based compensation
	—
	
	—
	—
	
	—
	2,178
	
	—
	
	2,178
	

	Balance as of June 30, 2020
	75,189,517
	$
	201,109
	21,652,277
	$
	— $
	4,524
	$
	(163,962)
	$
	(159,438)
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	






















See the accompanying notes to these condensed consolidated financial statements.
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Recursion Pharmaceuticals, Inc.

Condensed Consolidated Statements of Cash Flows (unaudited)

(in thousands)

	
	
	Six months ended

	
	
	June 30,
	

	
	
	
	
	

	
	
	2021
	
	2020

	
	
	
	
	

	Cash flows from operating activities
	
	
	
	

	Net loss
	$
	(74,118)
	$
	(37,367)

	Adjustments to reconcile net loss to net cash used in operating activities:
	
	
	
	

	Depreciation and amortization
	
	3,733
	
	1,961

	Stock-based compensation
	
	7,138
	
	2,034

	Other, net
	
	2,476
	
	(144)

	Changes in operating assets and liabilities:
	
	
	
	

	Accounts receivable
	
	98
	
	142

	Other assets
	
	(2,460)
	
	(850)

	Unearned revenue
	
	(5,000)
	
	—

	Accounts payable
	
	2,122
	
	92

	Accrued development expense
	
	606
	
	(574)

	Accrued expenses, deferred rent and other current liabilities
	
	997
	
	190

	Net cash used in operating activities
	
	(64,408)
	
	(34,516)

	
	
	
	
	

	Cash flows from investing activities
	
	
	
	

	Purchases of property and equipment
	
	(25,628)
	
	(1,318)

	Proceeds from note receivable
	
	—
	
	595

	Net cash used in investing activities
	
	(25,628)
	
	(723)

	
	
	
	
	

	Cash flows from financing activities
	
	
	
	

	Proceeds from initial public offering of common stock, net of issuance costs
	
	462,901
	
	—

	Proceeds from exercise of stock options
	
	2,978
	
	16

	Repayment of long-term debt
	
	(40)
	
	(37)

	Proceeds from convertible notes
	
	—
	
	6,400

	Net cash provided by financing activities
	
	465,839
	
	6,379

	
	
	
	
	

	Net change in cash, cash equivalents and restricted cash
	
	375,803
	
	(28,860)

	Cash, cash equivalents and restricted cash, beginning of period
	
	267,167
	
	75,171

	Cash, cash equivalents and restricted cash, end of period
	$
	642,970
	$
	46,311

	
	
	
	
	

	
	
	
	
	

	Supplemental disclosure of non—cash investing and financing information
	
	
	
	

	Conversion of preferred stock to common stock
	$
	448,312
	$
	—

	Deferred issuance costs recorded in equity
	
	547
	
	—

	Accrued property and equipment
	
	763
	
	11

	
	
	
	
	

	Supplemental disclosure of cash flow information
	
	
	
	

	Cash paid for interest
	$
	540
	$
	722







See the accompanying notes to these condensed consolidated financial statements.
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Recursion Pharmaceuticals, Inc.

Notes to Condensed Consolidated Financial Statements (unaudited)

Note 1.	Description of the Business

Recursion Pharmaceuticals, Inc. (Recursion, the Company, we or us) was originally formed as a limited liability

company on November 4, 2013 under the name Recursion Pharmaceuticals, LLC. In September 2016, we converted to a Delaware corporation and changed our name to Recursion Pharmaceuticals, Inc.

Recursion is a biotechnology company that combines automation, artificial intelligence, machine learning, in vivo validation capabilities and a highly cross-functional team to discover novel medicines that expand our collective understanding of biology. Recursion’s rich, relatable database of biological images generated in-house on the Company’s robotics platform enables advanced machine learning approaches to reveal drug candidates, mechanisms of action, novel chemistry and potential toxicity, with the eventual goal of decoding biology and advancing new therapeutics that radically improve people’s lives.

As of June 30, 2021, the Company had an accumulated deficit of $287.7 million. The Company expects to incur substantial operating losses in future periods and will require additional capital to advance its drug candidates. The Company does not expect to generate significant revenue until the Company successfully completes significant drug development milestones with its subsidiaries or in collaboration with third parties, which the Company expects will take a number of years. In order to commercialize its drug candidates, the Company or its partners need to complete clinical development and comply with comprehensive regulatory requirements. The Company is subject to a number of risks and uncertainties similar to those of other companies of the same size within the biotechnology industry, such as the uncertainty of clinical trial outcomes, uncertainty of additional funding and a history of operating losses.

The Company has funded its operations to date through the issuance of convertible preferred stock (see Note 7, “Convertible Preferred Stock” for additional information) and the issuance of Class A common stock in an Initial Public Offering (IPO), which was completed in April 2021 (see Note 8, “Common Stock” for additional details). Recursion will likely be required to raise additional capital. As of June 30, 2021, the Company did not have any unconditional outstanding commitments for additional funding. If the Company is unable to access additional funds when needed, it may not be able to continue the development of its products or the Company could be required to delay, scale back or abandon some or all of its development programs and other operations. The Company’s ability to access capital when needed is not assured and, if not achieved on a timely basis, could materially harm its business, financial condition and results of operations.

The Company believes that the net proceeds from the IPO, together with the Company’s existing cash and cash equivalents and borrowings available to it, will be sufficient to fund the Company’s operating expenses and capital expenditures for at least the next 12 months.

Note 2.	Basis of Presentation

Basis of Presentation

The unaudited interim condensed consolidated financial statements of Recursion have been prepared pursuant to the rules and regulations of the U.S. Securities and Exchange Commission (SEC). Accordingly, certain information and footnote disclosures normally included in annual financial statements prepared in accordance with generally accepted accounting principles in the United States (U.S. GAAP) have been condensed or omitted. These unaudited interim condensed consolidated financial statements should be read in conjunction with the Company’s audited consolidated financial statements and notes for the year ended December 31, 2020 included in the Company’s final prospectus dated as of April 15, 2021 and filed with the SEC pursuant to Rule 424(b)(4) on April 16, 2021.

In April 2021, the Company completed a 1.5-for-1 forward stock split of common and convertible preferred stock. All shares presented within these condensed consolidated financial statements were adjusted to reflect the forward stock split for all periods presented. See Note 8, “Common Stock” for additional details.

In April 2021, the Company’s Board of Directors authorized two classes of common stock, Class A and Class B. Certain shares of Class A were exchanged for Class B on a one for one basis. The creation and issuance of the
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Class B common stock did not affect the loss per share for the Class A or Class B shares for any period. The Company presented the 2021 net loss per share amounts as if the authorization and exchange occurred as of the start of the 2021 reporting period. See Note 8, “Common Stock” for additional details.

It is management’s opinion that these financial statements include all normal and recurring adjustments necessary for a fair presentation of the Company’s financial position, operating results and cash flows. Revenues and net loss for any interim period are not necessarily indicative of future or annual results.

Emerging Growth Company

The Company is an emerging growth company (EGC), as defined by the Jumpstart Our Business Startups Act of 2012 (the JOBS Act). The JOBS Act exempts EGCs from being required to comply with new or revised financial accounting standards until private companies are required to comply. Recursion has elected to use the extended transition period for new or revised financial accounting standards. However, the Company may adopt certain new or revised accounting standards early. This may make comparisons of the Company’s financial statements with other public companies difficult because of the potential differences in accounting standards used.

Recursion may remain an EGC until December 31, 2026, although if we: (1) become a “large accelerated filer;” (2) have annual gross revenues of $1.07 billion or more in any fiscal year; or (3) issue more than $1.0 billion of non-convertible debt over a three-year period, the Company would cease to be an EGC as of December 31 of the applicable year.

Recent Accounting Pronouncements

In February 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) No. 2016-02, Leases - Topic 842 (ASU 2016-02). Under ASC 842, the Company will be required to recognize a lease liability and a right-of-use asset for all leases (with the exception of short-term leases) on its balance sheet at the commencement date of each lease. ASU 842 is effective for annual and interim periods beginning on or after December 15, 2021 and early adoption is permitted. The Company must adopt the standard using the modified retrospective approach either: (1) as of the earliest period presented and through the comparative periods in the entity’s financial statements or (2) as of the effective date of ASC 842, with a cumulative-effect adjustment to equity. The Company expects the adoption to materially increase assets and liabilities on the Condensed Consolidated Balance Sheets related to those leases classified as operating and not recognized on the Balance Sheets under current GAAP. The Company is continuing to evaluate the effect that ASU 842 will have on its consolidated financial statements and related disclosures. The Company will adopt the new standard on January 1, 2022.

	Note 3.  Supplemental Financial Information
	
	
	
	

	Property and Equipment
	
	
	
	

	
	
	June 30,
	
	December 31,

	(in thousands)
	
	2021
	
	2020

	Lab equipment
	$
	25,562
	$
	19,701

	Leasehold improvements
	
	13,312
	
	13,792

	Office equipment
	
	20,005
	
	1,075

	Construction in progress
	
	3,427
	
	1,361

	Property and equipment, gross
	
	62,306
	
	35,929

	Less: Accumulated depreciation
	
	(13,757)
	
	(9,962)

	Property and equipment, net
	$
	48,549
	$
	25,967

	
	
	
	
	



Depreciation expense on property and equipment was $2.4 million and $3.8 million during the three and six months ended June 30, 2021, respectively, and $1.0 million and $2.0 million during the three and six months ended June 30, 2020, respectively.
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For the six months ended June 30, 2021, the Company purchased a Dell EMC supercomputer for $17.9 million. The purchase was classified as office equipment in the above table.

	Accrued Expenses and Other Liabilities
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	June 30,
	
	
	December 31,

	(in thousands)
	
	
	
	
	
	
	2021
	
	
	2020

	Accrued compensation
	
	
	
	
	
	$
	4,396
	$
	3,085

	Accrued development expenses
	
	
	
	
	
	
	2,895
	
	2,289

	Accrued early discovery expenses
	
	
	
	
	
	
	1,113
	
	338

	Accrued other expenses
	
	
	
	
	
	
	4,306
	
	4,773

	Accrued expense and other liabilities
	
	
	
	
	
	$
	12,710
	$
	10,485

	
	
	
	
	
	
	
	
	
	
	

	Interest Expense, net
	
	
	
	
	
	
	
	
	
	

	
	Three months ended June 30,
	
	
	
	Six months ended June 30,

	(in thousands)
	2021
	
	2020
	
	
	
	2021
	
	
	2020

	Interest expense
	$
	2,501
	$
	426
	
	$
	2,750
	$
	
	727

	Interest income
	
	(29)
	
	(24)
	
	
	(45)
	
	
	(244)

	Interest expense, net
	$
	2,472
	$
	402
	
	$
	2,705
	$
	
	483

	
	
	
	
	
	
	
	
	
	
	



For the three and six months ended June 30, 2021, interest expense primarily related to changes in fair value of the Series A and B warrants (see Note 10, “Stock-based Compensation” for additional details on the warrants). The Company also had expenses for the Midcap loan and tenant improvement allowance notes (see Note 5, “Notes Payable” for additional details.) Interest expense was included in “Other loss, net” on the Condensed Consolidated Statements of Operations and Comprehensive Loss.

Note 4.	Goodwill and Intangible Assets

Goodwill

The carrying amount of goodwill was $801 thousand as of June 30, 2021. There were no changes to the carrying amount of goodwill during the three and six months ended June 30, 2021. There was no goodwill balance outstanding during the three and six months ended June 30, 2020. As of June 30, 2021, there were no reductions in goodwill relating to impairment losses.

Intangible Assets, Net

The following table summarizes intangible assets:

	
	
	
	
	June 30, 2021
	
	
	
	
	
	
	December 31, 2020
	
	
	

	(in thousands)
	
	Gross carrying amount
	
	Accumulated
	
	Net carrying amount
	
	Gross carrying amount
	Accumulated Amortization
	
	Net carrying amount
	

	
	
	
	
	Amortization
	
	
	
	
	
	
	
	

	Definite-lived intangible asset
	$
	911
	$
	(278)
	$
	633
	
	$
	911
	$
	(127)
	$
	784
	

	Indefinite-lived intangible asset
	
	904
	
	—
	
	904
	
	
	904
	
	—
	
	904
	

	Intangible assets, net
	$
	1,815
	$
	(278)
	$
	1,537
	
	$
	1,815
	$
	(127)
	$
	1,688
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Amortization expense was $ 76 thousand and $152 thousand during the three and six months ended June 30, 2021, respectively. There was no amortization expense during the three and six months ended June 30, 2020. Amortization expense was included in research and development in the Condensed Consolidated Statements of Operations and Comprehensive Loss. No definite-lived intangible asset impairment charges were recorded during
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the three and six months ended June 30, 2021. There were no intangible asset balances outstanding during the three and six months ended June 30, 2020.

The indefinite-lived intangible asset represents the Recursion domain name that the Company purchased. No indefinite-lived intangible asset impairment charges were recorded during the three and six months ended June 30, 2021.

Note 5.	Notes Payable

Midcap Financial

In September 2019, the Company entered into a new Credit and Security Agreement with Midcap Financial Trust (Midcap) and the other lenders party thereto (the Midcap Loan Agreement). The Midcap Loan Agreement provides for a term loan facility that includes: i) an initial tranche of $ 11.9 million; and ii) a second tranche of up to $15.0 million, which if drawn would result in a maximum outstanding amount of $ 26.9 million. The Company used $11.2 million of the proceeds from the initial tranche to fully repay a previously outstanding term loan with Pacific Western Bank (Pacific). Proceeds from the term loans may be used for general corporate purposes. As of June 30, 2021 and December 31, 2020, the outstanding principal balance under the Midcap loan agreement was $11.9 million.

Interest on the Midcap loan accrues on the principal amount outstanding at a floating per annum rate equal to the LIBOR rate (floor of 2.00%) plus 5.75% and is payable monthly in arrears. The Company is required to make interest-only payments from September 2019 to September 2021 and thereafter, 36 monthly principal payments of $330 thousand plus interest. The interest-only period will be extended an additional 12 months under certain conditions.

The Company may voluntarily prepay the Midcap loan, subject to certain minimum repayment requirements and prepayment fees. The Midcap loan is subject to a mandatory prepayment under certain conditions.

The debt is secured against substantially all of the Company’s assets. The Midcap Loan Agreement includes standard affirmative and restrictive covenants, including covenants limiting the ability of the Company and its subsidiaries to, among other things, dispose of assets, grant certain licenses, make investments, consummate mergers or acquisitions, incur debt, grant liens and make dividends or distributions, in each case subject to certain exceptions. The loan agreement also includes standard events of default, including, subject to grace periods in certain instances, payment defaults; breaches of covenants; breaches of representations and warranties; cross-defaults with certain other indebtedness; insolvency and bankruptcy defaults; a change of control of the Company or any subsidiary; or a material adverse change in the business, operations or conditions of the Company. Upon the occurrence of an event of default, Midcap may declare all outstanding obligations immediately due and payable, increase the applicable interest rate by 2% and take such other actions as set forth in the Midcap Loan Agreement. As of June 30, 2021 and 2020, the Company was in compliance with all debt covenants.

In 2019, the Company paid fees of approximately $ 298 thousand in connection with the origination of the Midcap Loan Agreement. These fees were deferred and recorded as a direct deduction from the carrying value of the loan payable and are being amortized to interest expense over the remaining term of the agreement.

Pacific Western

In May 2018, Pacific issued a standby letter of credit of $3.8 million for the benefit of the Company’s landlord, securing certain Company obligations relating to tenant improvements. This letter of credit was transferred to J.P. Morgan during the three and six months ended June 30, 2021. See Note 14, “Fair Value Measurements” for additional details. As of December 31, 2020, the outstanding letter of credit was $3.8 million, for which the Company held $4.0 million of restricted cash as collateral.

Convertible Notes

For the six months ended June 30, 2020, the Company issued convertible promissory notes for an aggregate principal amount of $6.4 million. Under certain conditions, the principal was convertible into an amount of equity with a fair value that exceeded the amount of the notes’ principal on the conversion date. This feature of the notes was accounted for separately at fair value as a derivative liability. Changes in the fair value of the derivative were
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recorded in “Other loss, net” in the Condensed Consolidated Statements of Operations and Comprehensive Loss and were $323 thousand during the three and six months ended June 30, 2020.

In September 2020, these notes converted to 1,203,231 shares of Series D Preferred Stock. Upon conversion of the notes, the Company recorded the $1.6 million fair value of the derivative liability as equity on the Condensed Consolidated Balance Sheet.

Notes Payable for Tenant Improvement Allowance

In 2018, the Company borrowed $992 thousand, which was available as part of the Station 41 lease, from its landlord for use on tenant improvements (see Note 6, “Commitments and Contingencies” for additional details). Under the terms of the lease, the note will be repaid over a 10-year period at an 8% interest rate. Notes payable under the Midcap loan agreement and for tenant improvement allowances, including accrued interest, consisted of the following:

	
	June 30,
	
	December 31,

	(in thousands)
	2021
	
	
	2020

	Current portion of notes payable
	$
	3,135
	$
	1,073

	Long-term portion of notes payable
	
	9,595
	
	11,615

	Less: unamortized issuance costs
	
	(172)
	
	(201)

	Notes payable, net
	$
	12,558
	$
	12,487

	
	
	
	
	

	The following table presents information regarding the Company’s debt principal repayment obligations as of June 30, 2021:
	
	
	
	

	(in thousands)
	
	
	
	Amount

	2021
	
	
	$
	1,033

	2022
	
	
	
	4,052

	2023
	
	
	
	4,059

	2024
	
	
	
	3,059

	2025
	
	
	
	112

	Thereafter
	
	
	
	346

	Total debt principal payments
	
	
	$
	12,661

	
	
	
	
	



Note 6. Commitments and Contingencies

Lease Obligations

The Company has entered into various long-term real estate leases primarily related to office, research and development (R&D) and operating activities. For the three and six months ended June 30, 2021, total rent expense was $1.4 million and $2.7 million, respectively. For the three and six months ended June 30, 2020, total rent expense was $1.1 million and $2.1 million, respectively. The Komas, Station 41 and Milpitas leases described below are classified as operating leases.

Komas Lease

In August 2016, the Company entered into a new facilities lease, with the right of use and payments beginning in January 2017. The term of the lease is 7 years. This lease includes provisions for escalating rent payments. Rent expense is recognized on a straight-line basis over the term of the lease. This lease included an allowance for tenant improvements. Tenant improvements were recorded as property and equipment and are being depreciated over the term of the lease. In conjunction with the allowance for tenant improvements, the Company recorded a lease incentive obligation of $847 thousand which is being amortized over the term of the lease as a reduction to rent expense. As of June 30, 2021, the related unamortized lease incentive obligation was $313 thousand.
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Station 41 Lease

In August 2017, the Company entered into a new facilities lease, with the right of use beginning in December 2017 and payments beginning in June 2018. The term of the lease is 10 years, with one five-year renewal option exercisable by the Company. This lease includes provisions for escalating rent payments. Rent expense is recognized straight-line over the term of the lease. This lease included an allowance for tenant improvements of $4.0 million, the full amount of which was drawn in 2017. Tenant improvements were recorded as property and equipment and are being depreciated over the remaining term of the lease. In conjunction with the allowance for tenant improvements, the Company recorded a leasehold obligation, which is being amortized over the term of the lease as a reduction to rent expense. As of June 30, 2021, the related unamortized lease incentive obligation was $2.6 million.

In 2018, the Company elected to draw an additional tenant improvement loan of $992 thousand available under the Station 41 lease. This loan is incorporated into and acts to increase the base rent over the remaining life of the lease. The increase in rent includes a charge for interest, which accrues on the principal amount outstanding at a rate equal to 8%. The Company accounts for this additional tenant improvement loan as a note payable on the Condensed Consolidated Balance Sheets with the current portion included in the Current Portion of Notes Payable.

In 2019, the Company amended the Station 41 Lease to include additional space in the conjoining unit with the right to use the new space beginning in June 2020 for an additional 7 years. This amendment for the extra space includes provisions for escalating rent payments. Rent expense is recognized straight-line over the term of the lease.

In January 2021, the Company again amended the Station 41 Lease, increasing the leased square footage by 91,478 square feet. This amendment includes provisions for escalating rent, has a 10 year term and additional total minimum payments of $32.4 million. This lease included a tenant improvement allowance of up to approximately $10.1 million.

Milpitas Lease

In August 2019, the Company entered into a new facilities lease, with the right of use and payments beginning in August 2019. The term of the lease is 9 years. This lease includes provisions for escalating rent payments. Rent expense is recognized on a straight-line basis over the term of the lease.

Future Minimum Lease Payments

Future minimum commitments as of June 30, 2021 under the Company’s lease agreements are as follows:

	(in thousands)
	
	Amount

	2021
	$
	1,952

	2022
	
	4,963

	2023
	
	7,344

	2024
	
	7,371

	2025
	
	7,560

	Thereafter
	
	33,214

	Total Minimum Payments
	$
	62,404

	
	
	



Contract Obligations

In the normal course of business, the Company enters into contracts with clinical research organizations, drug manufacturers and other vendors for preclinical and clinical research studies, research and development supplies and other services and products for operating purposes. These contracts generally provide for termination on notice and are cancellable contracts.

Indemnification
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The Company has agreed to indemnify its officers and directors for certain events or occurrences, while the officer or director is or was serving at the Company’s request in such capacity. The Company purchases directors and officers liability insurance coverage that provides for reimbursement to the Company for covered obligations and this is intended to limit the Company’s exposure and enable it to recover a portion of any amounts it pays under its indemnification obligations. The Company had no liabilities recorded for these agreements as of June 30, 2021 and December 31, 2020, as no amounts in excess of insurance coverage are probable or estimable.

Employee Agreements

The Company has signed employment agreements with certain key employees pursuant to which, if their employment is terminated following a change of control of the Company, the employees are entitled to receive certain benefits, including accelerated vesting of equity incentives.

Legal Matters

The Company is not currently a party to any material litigation or other material legal proceedings. The Company may, from time to time, be involved in various legal proceedings arising in the normal course of business. An unfavorable resolution of any such matter could materially affect the Company’s future financial position, results of operations or cash flows.

Note 7.	Convertible Preferred Stock

The Company has issued preferred stock as part of various financing events. In April 2021, all outstanding shares of convertible preferred stock converted into 115,598,018 shares of Class A common stock as part of the IPO (see Note 8, “Common Stock” for additional details on the IPO). There was no convertible preferred stock outstanding as of June 30, 2021.

No new convertible preferred stock was issued during the three and six months ended June 30, 2021 and 2020. As of June 30, 2020, there were no cumulative dividends owed or in arrears on the preferred stock.

Convertible Preferred Stock consisted of the following as of December 31, 2020:

	
	
	Preferred
	
	
	
	
	Shares of
	

	
	Preferred
	
	
	
	
	
	Common
	

	
	
	Shares Issued
	
	Carrying
	
	Liquidation
	Stock Issuable
	

	(in thousands except share data)
	Shares
	and
	
	
	
	
	Upon
	

	
	Authorized
	Outstanding
	
	Value
	
	Preferences
	Conversion
	

	Series A
	30,078,402
	29,965,754
	$
	21,281
	$
	21,281
	29,965,754
	

	Series A-1
	4,975,521
	4,975,520
	
	—
	
	—
	4,975,520
	

	Series B
	21,497,667
	21,471,898
	
	59,913
	
	60,000
	21,471,898
	

	Series C
	18,956,354
	18,776,345
	
	119,915
	
	122,058
	22,286,298
	

	Series D
	45,926,769
	36,898,548
	
	247,203
	
	247,511
	36,898,548
	

	Total convertible preferred stock
	121,434,713
	112,088,065
	$
	448,312
	$
	450,850
	115,598,018
	

	
	
	
	
	
	
	
	
	



Balance Sheet Classification

The Company’s convertible preferred stock was classified outside of stockholders’ equity (deficit) on the Condensed Consolidated Balance Sheets because the holders of such shares have liquidation rights in the event of a deemed liquidation that, in certain situations, are not solely within the control of the Company and would require the redemption of the then-outstanding convertible preferred stock. The convertible preferred stock was not redeemable, except in the event of a deemed liquidation event.

Note 8.	Common Stock

Each share of Class A common stock entitles the holder to one vote per share and each share of Class B common stock entitles the holder to 10 votes per share on all matters submitted to a vote of the Company’s stockholders.
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Common stockholders are entitled to receive dividends, as may be declared by the Company’s board of directors. As of June 30, 2021 and December 31, 2020, no dividends had been declared.

Initial Public Offering

On April 20, 2021, the Company closed its IPO and issued 27,878,787 shares of its common stock at a price of $18.00 per share for net proceeds of $462.4 million, after deducting underwriting discounts and commissions of $35.1 million and other offering costs of $4.3 million. In connection with the IPO, all shares of Series A, A-1, B, C and D convertible preferred stock converted into 115,598,018 shares of Class A common stock.

Stock Split

In April 2021, the Board of Directors approved a 1.5-for-1 forward stock split of the Company’s common and convertible preferred stock. Each shareholder of record on April 9, 2021 received 1.5 shares for each then-held share. The split proportionally increased the authorized shares and did not change the par values of the Company’s stock. The split affected all stockholders uniformly and did not affect any stockholder's ownership percentage of the Company's shares of common stock. All shares and per share amounts presented within these Condensed Consolidated Financial Statements were adjusted to reflect the forward stock split for all periods presented.

Class A and B Common Shares Authorization

In April 2021, the Company’s Board of Directors authorized two classes of common stock, Class A and Class B. The rights of the holders of Class A and B common stock are identical, except with respect to voting and conversion. Each share of Class A common stock is entitled to one vote per share. Each share of Class B common stock is entitled to 10 votes per share and is convertible at any time into one share of Class A common stock.

All Class B common stock is held by Christopher Gibson, Ph.D., our Chief Executive Officer (CEO), or his affiliate. As of June 30, 2021, Dr. Gibson and his affiliate held outstanding shares of Class B common stock representing approximately 38% of the voting power of the Company’s outstanding shares. This voting power may increase over time as Dr. Gibson vests in and exercises equity awards outstanding. If all the equity awards held by Dr. Gibson had been fully vested and exercised and exchanged for shares of Class B common stock as of June 30, 2021, Dr. Gibson and his affiliate would hold approximately 41% of the voting power of the Company’s outstanding shares. As a result, Dr. Gibson will be able to significantly influence any action requiring the approval of Recursion stockholders, including the election of the board of directors; the adoption of amendments to the Company’s certificate of incorporation and bylaws; and the approval of any merger, consolidation, sale of all or substantially all of the Company’s assets, or other major corporate transaction.

Note 9. Collaborative and Other Research and Development Contracts

Bayer AG

In August 2020, the Company entered into a Research Collaboration and Option Agreement (the Bayer Agreement) with Bayer AG (Bayer) for a five-year term pursuant to which the Company and Bayer may initiate approximately 10 research projects related to fibrosis across multiple organ systems, including the lung, liver and heart. Under the agreement, the Company contributed compounds from our proprietary library and Bayer contributed compounds from its proprietary library and will contribute scientific expertise throughout the collaboration.

Under the terms of the agreement, the Company received a non-refundable upfront payment of $30.0 million, which was recorded as unearned revenue on the Condensed Consolidated Balance Sheet. The Company determined that it has one performance obligation under the agreement, which is to perform research and development services for Bayer. Recursion determined the transaction price to be the $30.0 million upfront payment received and allocated the amount to the single performance obligation. The Company is recognizing the revenue over time using a cost-based input method, based on labor costs incurred to perform the research and development services. This method of recognizing revenue requires the Company to make estimates of the total costs to provide the services required under the performance obligation. A significant change in these estimates could have a material effect on the timing and amount of revenue recognized in future periods.

For the three and six months ended June 30, 2021, the Company recognized $2.5 million and $5.0 million, respectively, of revenue resulting from the collaboration. There was $10.0 million and $11.7 million of current and
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non-current unearned revenue, respectively, remaining as of June 30, 2021. The allocation of unearned revenue between current and non-current is based on Recursion’s estimates of when the Company expects to incur the related costs.

Under each research project, the Company will work with Bayer to identify potential candidates for development. Under the agreement, Bayer has the first option for licenses to potential candidates. Each such license could potentially result in option exercise fees and development and commercial milestone payments payable to the Company, with an aggregate value of up to approximately $100.0 million (for an option on a lead series) or up to approximately $120.0 million (for an option on a development candidate), as well as tiered royalties for each such license, ranging from low- to mid-single digit percentages of sales, depending on commercial success.

The National Institute of Health

During the year ended December 31, 2018, the Company was awarded a grant by the National Institute of Health, which included potential funding of $1.4 million. Revenue recognized related to this grant during the three and six months ended June 30, 2021 was $49 thousand and $111 thousand, respectively. Revenue recognized during the three and six months ended June 30, 2020 was $186 thousand and $246 thousand, respectively. As of June 30, 2021, $346 thousand of the potential funding remained available.

As of June 30, 2021 and December 31, 2020, the Company had $49 thousand and $140 thousand of outstanding receivables, respectively with the National Institute of Health, which was deemed to be collectible.

Note 10. Stock-Based Compensation

The following table presents the classification of stock-based compensation expense for stock options and restricted stock units (RSUs) for employees and non-employees within the Condensed Consolidated Statements of Operations and Comprehensive Loss:

	
	Three months ended June 30,
	
	
	Six months ended June 30,
	

	(in thousands)
	2021
	
	2020
	
	
	2021
	
	2020
	

	Research and development
	$
	1,067
	$
	288
	
	$
	1,696
	$
	976

	General and administrative
	
	3,910
	
	481
	
	
	4,980
	
	1,058

	Total
	$
	4,977
	$
	769
	
	$
	6,676
	$
	2,034

	
	
	
	
	
	
	
	
	
	



Key Personnel Incentive Plan

In November 2013, the Company adopted the Key Personnel Incentive Plan (the KPI Plan). The KPI Plan provides for the grant of restricted units and non-statutory option awards to employees, non-employee directors and consultants of the Company. As of June 30, 2021, there were no shares of common stock available for grant under the KPI Plan.

2016 Equity Incentive Plan

In August 2016, the Board of Directors and the stockholders of the Company adopted the 2016 Equity Incentive Plan. Under the 2016 Plan, 25,686,958 shares of common stock were reserved. As of June 30, 2021 there were no shares of common stock available for grant under the 2016 Equity Incentive Plan.

2021 Equity Incentive Plan

In April 2021, the Board of Directors and the stockholders of the Company adopted the 2021 Equity Incentive Plan (the 2021 Plan). Under the 2021 Plan, 16,186,000 shares of Class A common stock were reserved. Additionally, shares were reserved for all outstanding awards under the 2016 Plan. The Company may grant stock options, RSUs, stock appreciation rights, restricted stock awards and other forms of stock-based compensation.

As of June 30, 2021, 15,507,871 shares of Class A common stock were available for grant.

Stock Options

Stock options generally vest over four years and expire no later than 10 years from the date of grant. Stock option activity during the six months ended June 30, 2021 was as follows:
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	Weighted-Average Exercise
	Weighted-Average
	
	Aggregate
	

	(in thousands except share data)
	Shares
	
	
	
	Intrinsic
	

	
	
	
	Price
	Remaining Contractual Life (In Years)
	
	Value
	

	Outstanding as of December 31, 2020
	20,937,443
	$
	1.85
	8.5
	$
	12,956
	

	Granted
	2,722,835
	
	10.02
	
	
	
	

	Cancelled
	(680,666)
	
	2.28
	
	
	
	

	Exercised
	(2,504,497)
	
	1.18
	
	
	9,629
	

	Outstanding as of June 30, 2021
	20,475,115
	$
	2.84
	8.6
	$
	647,397
	

	
	
	
	
	
	
	
	

	Exercisable as of June 30, 2021
	7,146,350
	$
	1.79
	7.6
	$
	213,533
	



The fair value of options granted to employees is calculated on the grant date using the Black-Scholes option valuation model. The weighted-average grant-date fair values of stock options granted during the six months ended June 30, 2021 and 2020 were $5.96 and $1.49, respectively.

The following weighted-average assumptions were used to calculate the grant-date fair value of employee stock options:

Six months ended June 30,

	
	2021
	
	2020

	Expected term (in years)
	6.2
	6.2

	Expected volatility
	66 %
	65 %

	Expected dividend yield
	—
	—

	Risk-free interest rate
	0.97 %
	1.00 %



In February 2021, the Company granted 150,000 shares of stock options with a performance and service condition that had a fair value of $358 thousand. The grant was fully expensed during the three months ended June 30, 2021 as the performance and service conditions were met.

In March 2020, the Company granted 1,500,000 shares of stock options with performance, market and service conditions. At grant date, the Company estimated that the fair value of the options was approximately $2.0 million. For the three and six months ended June 30, 2021, $1.6 million of expense was recorded as several of the conditions were met. For the three and six months ended June 30, 2020, no expense was recorded as the performance conditions were not considered probable.

During the years ended December 31, 2020 and 2017, the Company granted options to purchase 120,000 and 330,000 shares, respectively, of common stock to non-employee consultants. These options were granted in exchange for consulting services and vest over a period that approximates the term of the services to be provided by the Company. The fair value of the options granted prior to 2020 were remeasured in each period until they were fully vested. Following the adoption of ASU 2018-07 on January 1, 2020, the fair value of options granted to non-employees were no longer remeasured subsequent to the grant date. The fair value of each option on the date of grant was calculated using the Black-Scholes option model. There were no grants to non-employee consultants during the three and six months ended June 30, 2021 and 2020.

As of June 30, 2021, $28.6 million of unrecognized compensation cost related to stock options is expected to be recognized as expense over approximately the next 3 years.

RSUs

In April 2021, Recursion redesigned certain aspects of its long-term incentive program. As a result, equity awards granted to employees since the redesign generally consist of a combination of stock options and RSUs. RSUs awarded to employees pursuant to the 2021 Plan generally vest over four years. The weighted-average grant-date fair value of RSUs generally is determined based on the number of units granted and the quoted price of Recursion’s common stock on the date of grant.

The following table summarizes Recursion’s RSU activity during the six months ended June 30, 2021:
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	Stock units
	
	Weighted-average grant date fair
	

	
	
	
	
	value
	

	Outstanding as of December 31, 2020
	— $
	—
	

	Granted
	76,762
	
	30.42
	

	Vested
	—
	
	—
	

	Forfeited
	—
	
	—
	

	Outstanding as of June 30, 2021
	76,762
	$
	30.42
	

	
	
	
	
	
	



As of June 30, 2021, $2.1 million of unrecognized compensation cost related to RSUs is expected to be recognized as expense over approximately the next 2.75 years.

Employee share purchase plan (ESPP)

In April 2021, the Board of Directors and stockholders of the Company adopted the 2021 Employee Stock Purchase Plan (the 2021 ESPP). Under the 2021 ESPP, 3,238,000 shares of Class A common stock were reserved. The 2021 ESPP has consecutive six month offering periods. The offering periods will be scheduled to start on the first trading day on or after May 20 and November 20 of each year, except the first offering period, which commenced on the Plan Effectiveness Date and will end on the last trading day on or after November 20, 2021. The second offering period will commence on the first trading day on or after November 20, 2021. The per share purchase price will be 85% of the lower of the fair market value on 1) the first trading day of the offering period or 2) the exercise date.

Fair value of the ESPP grants are measured at grant date. The fair value is determined considering the purchase discount and the fair value of the look-back feature. Black-Scholes pricing models are used to calculate the fair value of the look-back feature. The weighted-average assumptions used in the Black-Scholes models were as follows:

	Three months ended
	June 30, 2021
	Six months ended
	

	
	
	
	

	Expected term (in years)
	0.6
	0.6
	

	Expected volatility
	69 %
	69 %
	

	Expected dividend yield
	—
	—
	

	Risk-free interest rate
	0.04 %
	0.04 %
	



As of June 30, 2021, no shares have been issued under the 2021 ESPP. For the three and six months ended June 30, 2021, Recursion recognized expense of $216 thousand for the 2021 ESPP. As of June 30, 2021, $407 thousand of unrecognized compensation cost related to the 2021 ESPP is expected to be recognized as expense over approximately the next 5 months.

Warrants

In connection with the execution of the Pacific loan agreement (see Note 5, “Notes Payable” for additional details), the Company issued to Pacific fully vested warrants to purchase 84,486 Series A Preferred Stock (Series A warrants) at a purchase price of $ 0.71 per share. In May 2017, the Company drew on additional borrowing capacity under the Pacific loan agreement, which required the Company to issue additional fully vested warrants for 28,161 Series A Preferred Stock at a purchase price of $0.71 per share. These Series A warrants were exercised in April 2021. As of December 31, 2020, their fair value was $77 thousand.

In July 2018, the Company drew on additional borrowing capacity under an amended agreement. This required the Company to issue fully vested warrants to purchase 25,762 Series B Preferred Stock (Series B warrants) at a purchase price of $2.79 per share. These Series B warrants were exercised in April 2021. As of December 31, 2020, their fair value was $48 thousand.

In January 2020, the Company issued warrants to purchase 180,000 shares of Series C Preferred Stock (Series C warrants) at a purchase price of $6.51 per share as part of a services agreement. The warrants vest ratably over 18
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months. The Series C warrants remained outstanding and 170,000 were vested and exercisable as of June 30, 2021. The grant date fair value was $4.10 per share. As of June 30, 2021, $35 thousand of unrecognized compensation cost related to the unvested warrants is expected to be recognized over 1 month.

The FASB has issued accounting guidance on the classification of freestanding warrants and other similar instruments on shares that are redeemable (either puttable or mandatorily redeemable). The guidance requires liability classification for certain warrants that are exercisable into convertible preferred stock. The initial fair values of Series A and B warrants were recorded as debt issuance costs, which resulted in a reduction in the carrying value of the debt and subsequent accretion. The Company remeasured the Series A and B warrants on each Condensed Consolidated Balance Sheet date. The change in valuation was recorded in the Condensed Consolidated Statements of Operations and Comprehensive Loss in “Other loss, net.” The liability was recorded to equity upon the exercise of the Series A and B warrants.

The Series C warrants’ compensation expense is being recorded in general and administrative expense ratably over the requisite service period based on the award’s fair value at the date of grant. These warrants were classified as equity as they were issued to non-employees for services and the convertible preferred stock was not redeemable, except in the event of a deemed liquidation event, which was not considered probable.

The following is a summary of the changes in the Company’s Series A and B warrant liability balance during the six months ended June 30, 2021 and 2020:

	(in thousands)
	
	

	Balance as of December 31, 2019
	$
	128

	Net increase in fair value of warrants
	
	5

	Balance as of June 30, 2020
	$
	133

	
	
	

	
	
	

	Balance as of December 31, 2020
	$
	125

	Increase in fair value of warrants
	
	2,215

	Recorded in equity upon exercise
	
	(2,340)

	Balance as of June 30, 2021
	$
	—

	
	
	



Note 11. Employee Benefit Plans

The Company has an employee benefit plan under Section 401(k) of the Internal Revenue Code. The plan allows employees to make contributions up to a specified percentage of their compensation. The Company is currently contributing up to 4% of employee base salary, by matching 100% of the first 4% of annual base salary contributed by each employee. Employer expenses were $372 thousand and $653 thousand during the three and six months ended June 30, 2021, respectively. For the three and six months ended June 30, 2020, employer expenses were $201 thousand and $400 thousand, respectively.

Note 12. Income Taxes

The Company did not record any income tax expense during the three and six months ended June 30, 2021 and 2020. The Company has historically incurred operating losses and maintains a full valuation allowance against its net deferred tax assets. Valuation allowances are recorded when the expected realization of the deferred tax assets does not meet a “more likely than not” criterion. Realization of the Company’s deferred tax assets are dependent upon the generation of future taxable income, the amount and timing of which are uncertain.

Net operating loss carryforwards (NOLs) and tax credit carry-forwards are subject to review by the Internal Revenue Service (IRS) and may become subject to annual limitations due to ownership changes that have occurred previously or that could occur in the future under Section 382 of the Internal Revenue Code. The Company has not conducted a study to assess whether a change of control has occurred or whether there have been multiple changes of control since inception due to the significant complexity and cost associated with such a study. Any limitation may result in expiration of a portion of the NOLs or research and development tax credit carryforwards before utilization. Further, until a study is completed and any limitation is known, no amounts are being presented as an uncertain tax position.
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The Company files income tax returns in the United States, Utah and California. The Company is not currently under examination in any of these jurisdictions. The Company is subject to income tax examinations on all federal returns since the 2018 tax return.

Note 13. Net Loss Per Share

For the three and six months ended June 30, 2021, Recursion calculated net loss per share of Class A and Class B common stock using the two-class method. Basic net loss per share is computed using the weighted-average number of shares outstanding during the period. Diluted net loss per share is computed using the weighted-average number of shares and the effect of potentially dilutive securities outstanding during the period. Potentially dilutive securities consist of stock options and other contingently issuable shares. For periods presented in which the Company reports a net loss, all potentially dilutive shares are anti-dilutive and as such are excluded from the calculation. For the three and six months ended June 30, 2021, the Company reported a net loss and therefore basic and diluted loss per share are the same.

The rights, including the liquidation and dividend rights, of the holders of the Company’s Class A and Class B common stock are identical, except with respect to voting. As a result, the undistributed earnings for each period are allocated based on the contractual participation rights of the Class A and Class B common shares as if the earnings for the period had been distributed. As the liquidation and dividend rights are identical, the undistributed earnings are allocated on a proportionate basis and the resulting amount per share for Class A and Class B common stock was the same for three and six months ended June 30, 2021.

Recursion issued certain convertible preferred stock that were outstanding until April 2021 and was concluded to be participating securities. For the three and six months ended June 30, 2020, there was only one class of common stock outstanding. Due to the presence of participating securities, Recursion calculated net loss per share for the three and six months ended June 30, 2020 using the more dilutive of the treasury stock or the two-class method. For periods presented in which the Company reports a net loss, the losses are not allocated to the participating securities. As the Company reported a net loss during the three and six months ended June 30, 2020, diluted net loss per share was the same as basic net loss per share, since dilutive common shares are not assumed to have been issued if their effect is anti-dilutive. The preferred stock converted to common stock in April 2021 as part of the Company’s IPO. See Note 8, “Common stock” for additional details.

The following tables set forth the computation of basic and diluted net loss per share of Class A and Class B common stock during 2021:

	
	
	Three months ended
	
	Six months ended

	
	
	June 30, 2021
	
	
	
	June 30, 2021
	

	(in thousands, except share amount)
	
	Class A
	
	Class B
	
	
	Class A
	
	Class B

	Numerator:
	
	
	
	
	
	
	
	
	

	Allocation of undistributed earnings
	$
	(40,432)
	$
	(2,970)
	
	$
	(65,457)
	$
	(8,661)

	Denominator:
	
	
	
	
	
	
	
	
	

	Weighted average common shares outstanding
	
	128,892,763
	
	9,467,883
	
	
	71,554,357
	
	9,467,883

	Net loss per share, basic and diluted
	$
	(0.31)
	$
	(0.31)
	
	$
	(0.91)
	$
	(0.91)

	
	
	
	
	
	
	
	
	
	



The Company excluded the following potential common shares from the computation of diluted net loss per share for the periods indicated because including them would have had an anti-dilutive effect:
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	Three months ended
	
	
	Six months ended

	
	June 30, 2021
	
	
	
	June 30, 2021
	

	
	Class A
	Class B
	
	
	Class A
	Class B

	Convertible preferred stock
	25,406,158
	
	—
	70,001,023
	—

	Stock options and RSUs
	17,115,903
	
	—
	15,445,067
	—

	Warrants
	178,208
	
	—
	193,773
	—

	ESPP
	13,334
	
	—
	—
	—

	Total
	42,713,603
	
	—
	85,639,863
	—

	
	
	
	
	
	
	



	The following table sets forth the computation of basic and diluted net loss per share during 2020:
	
	
	
	

	
	
	Three months ended
	
	Six months ended

	(in thousands, except share amounts)
	
	June 30, 2020
	

	Numerator:
	
	
	
	

	Net loss
	$
	(18,943)
	$
	(37,367)

	Denominator:
	
	
	
	

	Weighted average common shares outstanding
	
	21,652,277
	
	21,646,118

	Net loss per share, basic and diluted
	$
	(0.88)
	$
	(1.73)

	
	
	
	
	



The Company excluded the following potential common shares from the computation of diluted net loss per share for the periods indicated because including them would have had an anti-dilutive effect:

	
	Three months ended
	Six months ended

	
	June 30, 2020
	

	Convertible preferred stock
	78,699,470
	78,699,470

	Stock options
	4,557,396
	4,087,585

	Warrants
	194,037
	183,807

	Total
	83,450,903
	82,970,862

	
	
	



Potential shares related to the convertible note outstanding as of June 30, 2020 were not included in the above table as the necessary conditions for conversion had not been satisfied as of the end of the reporting period assuming the end of the reporting period was the end of the contingency period.

Note 14. Fair Value Measurements

The fair value hierarchy consists of the following three levels:
· Level 1 — Valuations based on unadjusted quoted prices in active markets for identical assets that the company has the ability to access;
· Level 2 — Valuations based on quoted prices for similar instruments in active markets, quoted prices for identical or similar instruments in markets that are not active and model-based valuations in which all significant inputs are observable in the market; and
· Level 3 — Valuations using significant inputs that are unobservable in the market and include the use of judgment by the company's management about the assumptions market participants would use in pricing the asset or liability.

As of June 30, 2021 and December 31, 2020, cash and cash equivalents (including restricted cash) included bank deposits held in checking and savings accounts. The Company is required to maintain a balance in a collateralized account to secure the Company’s credit cards. Additionally, the Company holds restricted cash related to an outstanding letter of credit issued by J.P. Morgan, which was obtained to secure certain Company obligations relating to tenant improvements.
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The Company measured the Series A and B preferred stock warrant liabilities at fair value using a Black-Scholes option-pricing model. See Note 10, “Stock-based Compensation” for details on the valuation of the warrant liabilities and a reconciliation of the balance.

The following tables summarize the Company’s assets and liabilities that are measured at fair value on a recurring basis:

Basis of fair value measurement

	(in thousands)
	
	June 30, 2021
	
	Level 1
	
	Level 2
	Level 3

	Assets
	
	
	
	
	
	
	

	Cash and equivalents
	$
	632,738
	$
	632,738
	$
	— $
	—

	Restricted cash
	
	10,232
	
	10,232
	
	—
	—

	Total assets
	$
	642,970
	$
	642,970
	$
	— $
	—

	
	
	
	
	
	

	
	
	
	
	Basis of fair value measurement
	

	(in thousands)
	
	December 31, 2020
	
	Level 1
	
	Level 2
	Level 3

	Assets
	
	
	
	
	
	
	

	Cash and equivalents
	$
	262,126
	$
	262,126
	$
	— $
	—

	Restricted cash
	
	5,041
	
	5,041
	
	—
	—

	Total assets
	$
	267,167
	$
	267,167
	$
	— $
	—

	
	
	
	
	
	
	
	

	Liabilities
	
	
	
	
	
	
	

	Warrant liability
	$
	125
	$
	— $
	— $
	125

	Total liabilities
	$
	125
	$
	— $
	— $
	125

	
	
	
	
	
	
	
	



In addition to the financial instruments that are recognized at fair value on the Condensed Consolidated Balance Sheets, the Company has certain financial instruments that are recognized at amortized cost or some basis other than fair value. The carrying amount of these instruments are considered to be representative of their approximate fair values.

The following tables summarize the Company’s financial instruments that are not measured at fair value:

	
	
	Book values
	
	
	
	Fair values
	

	(in thousands)
	
	June 30, 2021
	
	December 31, 2020
	
	
	June 30, 2021
	
	December 31, 2020

	Liabilities
	
	
	
	
	
	
	
	
	

	Current portion of notes payable
	$
	3,135
	$
	1,073
	
	$
	3,135
	$
	1,073

	Notes payable, net of current portion
	
	9,423
	
	11,414
	
	
	9,423
	
	11,414

	Total liabilities
	$
	12,558
	$
	12,487
	
	$
	12,558
	$
	12,487

	
	
	
	
	
	
	
	
	
	



Note 15. Related Party Transactions

On December 5, 2017, the Company entered into a loan agreement with its CEO to provide a loan of $595 thousand. The loan had a seven-year term. As of June 30, 2021 and 2020, no amount remained outstanding on the loan as the balance was fully paid during the six months ended June 30, 2020.
Note 16. Subsequent Events
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Midcap Financial debt extinguishment

In July 2021, the Company paid the balance due on the loan outstanding with Midcap. The total amount paid was $12.7 million. See Note 5, “Notes Payable” for additional details on the Midcap loan.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following is a discussion and analysis of the financial condition of Recursion Pharmaceuticals, Inc. (Recursion, the Company, we, us or our) as of June 30, 2021 and December 31, 2020 and the results of operations during the three and six months ended June 30, 2021 and 2020. This commentary should be read in conjunction with the unaudited Condensed Consolidated Financial Statements and accompanying notes appearing in Item 1, “Financial Statements” and the Company’s audited consolidated financial statements and accompanying notes and "Management's Discussion and Analysis of Financial Condition and Results of Operations" included in the final prospectus for our initial public offering (IPO), which was filed with the Securities and Exchange Commission (SEC), pursuant to Rule 424(b)(4) on April 16, 2021 (the Final Prospectus). This discussion, particularly information with respect to our future results of operations or financial condition, business strategy and plans and objectives of management for future operations, includes forward-looking statements that involve risks and uncertainties as described under the heading "Special Note About Forward-Looking Statements" in this Quarterly Report on Form 10-Q. You should review the disclosure under the heading "Risk Factors" in this Quarterly Report on Form 10-Q for a discussion of important factors that could cause our actual results to differ materially from those anticipated in these forward-looking statements.

Overview

We are a clinical-stage biotechnology company decoding biology by integrating technological innovations across biology, chemistry, automation, data science, and engineering, with the goal of radically improving the lives of patients and industrializing drug discovery. Central to our mission is the Recursion Operating System, or the Recursion OS, that combines an advanced infrastructure layer to generate what we believe is one of the world’s largest and fastest-growing proprietary biological and chemical datasets, and the Recursion Map, a suite of custom software, algorithms, and machine learning tools that we use to explore foundational biology unconstrained by human bias and navigate to new biological insights which may accelerate our programs. We believe that the combination of wet-lab biology and in silico tools in our closed-loop system differentiates us from others within the industry. Similarly, our balanced team of life scientists and computational and technical experts creates an environment where empirical data, statistical rigor, and creative thinking are brought to bear on our decisions. To date, we have leveraged our Recursion OS, which is depicted below, to create three value drivers: i) advancement of 48 internally-developed programs, including four clinical-stage assets, focused on areas of significant unmet need, several of which have market opportunities in excess of $1.0 billion in annual sales, ii) strategic partnerships with leading biopharmaceutical companies, and iii) Induction Labs, a growth engine created to explore new extensions of the Recursion OS both within and beyond therapeutics. The number of programs we are advancing in research and development has more than doubled since 2019. Although we cannot provide any guarantee that we will achieve similar timelines with future product candidates, we believe we will be able to continue accelerating the pace of program additions in the future. As such, we are a biotechnology company scaling more like a technology company.
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Recursion finished the second quarter of 2021 with a portfolio of 4 clinical stage programs, 4 preclinical programs, 7 late discovery programs, and 33 early discovery programs, for a total of 48 research and development programs. Additionally, Recursion continued scaling the total number of executed phenomic experiments to over 82 million, the size of its proprietary data universe to approximately 9 petabytes, and the number of biological inferences to over 179 billion. Data have been generated across 37 human cell types, an in-house chemical library of over 706 thousand compounds, an in silico library of over 12 billion small molecules, and a growing team of more than 270 Recursionauts that is balanced between life scientists and computational and technical experts. The power of the Recursion OS is exemplified by the breadth of active research and development programs.
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Business Highlights

Clinical Programs

· Familial adenomatous polyposis (FAP) (REC-4881): We plan to initiate a Phase 2, randomized, double-blind, placebo-controlled study to evaluate safety, pharmacokinetics, and efficacy of REC-4881 in classical FAP patients within the next 3 to 4 quarters.
· Cerebral cavernous malformation (REC-994): We plan to initiate a Phase 2, double-blind, placebo-controlled safety, tolerability and exploratory efficacy study of REC-994 in the next 3 to 4 quarters.
· Neurofibromatosis type 2 (REC-2282): We plan to initiate a parallel group, two stage, Phase 2/3, randomized, multicenter study within the next 3 to 4 quarters.
· GM2 gangliosidosis (REC-3599): We plan to initiate a Phase 2 trial in the next 3 to 4 quarters.

Notable Preclinical Programs

· Clostridium difficile colitis (REC-3964): REC-3964 is an orally active, gut biased, small molecule C. difficile toxin B inhibitor, selected as Recursion’s first internally-developed new chemical entity (NCE) to advance to investigational new drug (IND)-enabling studies.
· Immune checkpoint resistance in STK11-mutant non-small cell lung cancer (NSCLC): The lead molecule has completed dose optimization studies and has advanced into pharmacodynamic studies in rodent NSCLC models of STK11-mediated checkpoint resistance.

Notable Late Discovery Programs

· Cancer immunotherapy, target ‘alpha’: Undisclosed target ‘alpha’ was selected based on an inferential assessment of the strength of its relationship to known genes impacting immunotherapy response. A small molecule inhibitor of target alpha demonstrated robust single agent and combination activity with anti-PD1 in a CT26 model of immune checkpoint resistance, achieving 40% complete response in the combination arm.
· Neuroinflammation: Multiple molecules from the lead chemical series demonstrated attenuated anti-inflammatory cytokine responses in a mouse pharmacodynamic model of neuroinflammation.
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· Oncology - small molecule MYC Inhibitors: Digital chemistry tools expanded multiple hit series with evidence of structure activity relationship. Multiple series are prioritized and undergoing optimization.
· Batten disease: Multiple small molecule candidates are being evaluated in rodent pharmacodynamic models of Batten disease.
· Charcot-Marie-Tooth type 2A (CMT2A): Multiple small molecule mechanistic classes will be assessed in a rodent model of CMT2A.

Bayer AG Partnership

We continue to make progress in our collaboration with Bayer to discover small molecule drug candidates with the potential to treat fibrotic diseases. In the collaboration’s first year we have developed novel disease models and successfully leveraged the Recursion Operating System, or Recursion OS, to identify numerous active molecules and promising chemical families.

Platform

· PhenoMap Extensions: We began generating arrayed whole genome knockout and compound library PhenoMaps in two additional cell types. Additionally, we have made substantial progress in onboarding astrocytes as our first neuronal cell type.

· Chemical Technology: Over the past quarter, we have incorporated additional virtual chemical library search methods into our digital chemistry tools and have begun reading out positive results from our first large-scale expansion searches for our NCE programs.
· Orthogonomics: We have more than doubled the total number of genes and proteins measured in transcriptomic and proteomic experiments during the past quarter, leveraging these studies across multiple programs to discover new in vitro disease biomarkers that we may use to assess the efficacy of compounds.

Facilities and Manufacturing

We have two construction projects in progress to expand our current headquarters and create a chemistry, manufacturing and controls (CMC) site in Salt Lake City. The expansion will allow us to improve our current platform by increasing capacity and automation, growing our compound and biobank libraries, further scaling proteomics and transcriptomics capabilities, and beginning the buildout of automated chemical compound microsynthesis. The CMC site will bolster our capabilities in analytical and formulation chemistry as well as small molecule manufacturing for early clinical trials for a subset of our key programs.

Expanding Operations to Canada

We announced our intention to launch our first major expansion beyond our Salt Lake City headquarters, with Toronto to serve as a multidisciplinary hub across data science, machine learning, engineering and computational biology. Additionally, we announced a multi-year collaboration with Mila, the Quebec Artificial Intelligence Institute, to accelerate Recursion's machine learning capabilities.

Financing and Operations

We were incorporated in November 2013. On April 20, 2021, we closed our IPO and issued 27,878,787 shares of Class A common stock at a price of $18.00 per share, raising gross and net proceeds of $501.8 million and $ 462.4 million, respectively. Prior to our IPO, we had raised approximately $448.9 million in equity financing from investors in addition to $30.0 million in an upfront payment from our strategic partnership with Bayer AG (Bayer).

We use the capital we have raised to fund operations and investing activities across platform research operations, drug discovery, clinical development, digital and other infrastructure, creation of our portfolio of intellectual property, and administrative support. We do not have any products approved for commercial sale and have not generated any revenues from product sales. We had cash and cash equivalents of $632.7 million as of June 30, 2021. Based on our current operating plan, we believe that our existing cash and cash equivalents will be sufficient to meet our working capital and capital expenditure needs at least into 2023.

Since inception, we have incurred significant operating losses. Our net losses were $43.4 million and $74.1 million during the three and six months ended June 30, 2021, respectively. Our net losses were $18.9 million and $37.4
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million during the three and six months ended June 30, 2020, respectively. As of June 30, 2021, our accumulated deficit was $287.7 million. We anticipate that our expenses and operating losses will increase substantially over the foreseeable future. The expected increase in expenses will be driven in large part by our ongoing activities, if and as we: continue to advance our platform; continue preclinical development of our current and future product candidates and initiate additional preclinical studies; commence clinical studies of our current and future product candidates; establish our manufacturing capability, including developing our contract development and manufacturing relationships, and building our internal manufacturing facilities; acquire and license technologies aligned with our platform; seek regulatory approval of our current and future product candidates; expand our operational, financial, and management systems and increase personnel, including personnel to support our preclinical and clinical development, manufacturing, and commercialization efforts; continue to develop, grow, perfect, and defend our intellectual property portfolio; and incur additional legal, accounting, or other expenses in operating our business, including the additional costs associated with operating as a public company.

We invest in new technologies to expand our platform and plan to build world class capabilities in key areas of manufacturing sciences and operations, including small molecule production, novel chemical entity development, product characterization, and process analytics. Our investments may also include scaled research solutions, scaled infrastructure, as well as novel technologies to improve efficiency, characterization, and scalability of manufacturing.

We anticipate that we will need to raise additional financing in the future to fund our operations, including the commercialization of any approved product candidates. Until such time, if ever, as we can generate significant product revenue, we expect to finance our operations with our existing cash and cash equivalents, any future equity or debt financings, and upfront, milestone, and royalty payments, if any, received under current or future license or collaboration agreements. We may not be able to raise additional capital on terms acceptable to us or at all. If we are unable to raise additional capital when desired, our business, results of operations, and financial condition may be adversely affected.

Components of Operating Results

Revenues

To date, our business has generated revenue from two sources: i) grant revenue and ii) operating revenue.

Grant Revenue—We recognize grant revenue in the period in which the revenue is earned in accordance with the associated grant agreement, which is the period in which corresponding reimbursable expenses under the grant agreement are incurred. Grant revenue was generated from grants awarded by the National Institute of Health.

Operating Revenue—Operating revenue is primarily generated through funded research and development agreements derived from strategic alliances, such as our strategic partnership with Bayer. We are entitled to receive variable consideration as certain milestones are achieved. The timing of revenue recognition is not directly correlated to the timing of cash receipts.

Research and Development

Research and development expenses account for a significant portion of our operating expenses. We recognize research and development expenses as they are incurred.

Research and development expenses consist of costs incurred in performing research and development activities, including:

· costs to develop and operate our platform;

· costs of discovery efforts which may lead to development candidates, including research materials and external research;

· costs for clinical development of our investigational products;

· costs for materials and supplies associated with the manufacture of active pharmaceutical ingredients investigational products for preclinical testing and clinical trials;
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· personnel-related expenses, including salaries, benefits, bonuses and stock-based compensation for employees engaged in research and development functions;

· costs associated with operating our digital infrastructure; and

· other direct and allocated expenses incurred as a result of research and development activities, including those for facilities, depreciation, amortization and insurance.

We monitor research and development expenses directly associated with our clinical assets at the program level to some degree, however, indirect costs associated with clinical development and the balance of our research and development expenses are not tracked at the program or candidate level.

We recognize expenses associated with third-party contracted services based on the completion of activities as specified in the applicable contracts. Upon termination of contracts with third parties, our financial obligations are generally limited to costs incurred or committed to date. Any advance payments for goods or services to be used or rendered in future research and product development activities pursuant to a contractual arrangement are classified as prepaid expenses until such goods or services are rendered.

General and Administrative

The Company expenses general and administrative costs as incurred. General and administrative expenses consist primarily of salaries, employee benefits, stock-based compensation and outsourced labor for personnel in executive, finance, human resources, legal and other corporate administrative functions. General and administrative expenses also include legal fees for corporate and patent matters, professional fees for accounting, auditing, tax and administrative consulting services, insurance costs, facilities and depreciation expenses.

We expect that our general and administrative expenses will increase in the future to support personnel in research and development and to support our operations as we increase our research and development activities and activities related to the potential commercialization of our drug candidates. We also expect to incur increased expenses associated with operating as a public company, including costs of accounting, audit, legal, regulatory and tax-related services associated with maintaining compliance with exchange listing and SEC requirements, director and officer insurance costs and investor and public relations costs.

Other Loss, net

Other loss, net primarily consists of interest earned on our cash and cash equivalents, interest expense incurred under our loan agreements and changes in the fair value of warrant liabilities.
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Results of Operations

The following table summarizes the Company’s results of operations:

	
	
	
	
	
	
	
	
	
	
	Six months ended
	
	
	

	
	
	Three months ended June 30,
	
	Change
	
	
	
	June 30,
	
	
	Change
	

	(in thousands, except percentages)
	
	2021
	
	2020
	
	$
	%
	
	
	2021
	
	2020
	
	$
	%

	Revenue
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Grant revenue
	$
	49
	$
	186
	$
	(137)
	(73.4)%
	
	$
	111
	$
	246
	$
	(134)
	(54.7)%

	Operating revenue
	
	2,500
	
	—
	
	2,500
	n/m
	
	5,000
	
	—
	
	5,000
	n/m

	Total revenue
	
	2,549
	
	186
	
	2,363
	>100%
	
	
	5,111
	
	246
	
	4,866
	>100%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Operating expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Research and development
	
	29,624
	
	13,244
	
	16,380
	>100%
	
	
	53,733
	
	26,086
	
	27,648
	>100%

	General and administrative
	
	13,854
	
	5,159
	
	8,695
	>100%
	
	
	22,791
	
	10,720
	
	12,071
	>100%

	Total operating expenses
	
	43,478
	
	18,403
	
	25,075
	>100%
	
	
	76,524
	
	36,806
	
	39,719
	>100%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Loss from operations
	
	(40,929)
	
	(18,217)
	
	(22,712)
	>100%
	
	
	(71,413)
	
	(36,560)
	
	(34,853)
	95.3 %

	Other loss, net
	
	(2,472)
	
	(726)
	
	(1,747)
	>100%
	
	
	(2,705)
	
	(807)
	
	(1,898)
	>100%

	Net loss and comprehensive loss
	$
	(43,401)
	$
	(18,943)
	$
	(24,459)
	>100%
	
	$
	(74,118)
	$
	(37,367)
	$
	(36,751)
	98.4 %

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



n/m = Not meaningful

Revenue

The following table summarizes Recursion’s components of revenue:


	
	
	Three months ended June 30,
	
	Change
	

	(in thousands, except percentages)
	
	2021
	
	2020
	
	$
	%

	Revenue
	
	
	
	
	
	
	

	Grant revenue
	$
	49
	$
	186
	$
	(137)
	(73.4)%

	Operating revenue
	
	2,500
	
	—
	
	2,500
	n/m

	Total revenue
	$
	2,549
	$
	186
	$
	2,363
	>100%
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	Six months ended
	
	
	
	

	
	June 30,
	
	
	Change
	

	
	2021
	2020
	
	
	$
	%

	$
	111
	$
	246
	$
	(134)
	(54.7)%

	
	5,000
	
	—
	
	5,000
	n/m

	$
	5,111
	$
	246
	$
	4,866
	>100%

	
	
	
	
	
	
	





Revenue increased by $2.4 million and $4.9 million during the three and six months ended June 30, 2021, respectively, compared to the prior year. The increase in revenue was due to revenue recognized from our strategic partnership with Bayer entered into in August 2020.
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Research and Development

The following table summarizes Recursion’s components of research and development expense:

	
	
	Three months ended June 30,
	
	Change
	

	(in thousands, except percentages)
	
	2021
	
	2020
	
	$
	%

	Research and development expenses
	
	
	
	
	
	
	

	Platform
	$
	11,338
	$
	5,718
	$
	5,620
	98.3 %

	Discovery
	
	8,847
	
	3,385
	
	5,462
	>100%

	Clinical
	
	5,581
	
	3,208
	
	2,373
	74.0 %

	Stock based compensation
	
	1,143
	
	318
	
	825
	>100%

	Other
	
	2,715
	
	615
	
	2,100
	>100%

	Total research and development expenses
	$
	29,624
	$
	13,244
	$
	16,380
	>100%
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	Six months ended
	
	
	

	
	June 30,
	
	
	Change
	

	
	2021
	
	2020
	
	$
	%

	$
	21,870
	$
	12,037
	$
	9,832
	81.7 %

	
	16,586
	
	7,432
	
	9,154
	>100%

	
	8,536
	
	4,532
	
	4,004
	88.3 %

	
	1,771
	
	1,006
	
	765
	76.0 %

	
	4,970
	
	1,079
	
	3,891
	>100%

	$
	53,733
	$
	26,086
	$
	27,646
	>100%

	
	
	
	
	
	
	





Significant components of research and development expense include the following allocated by development phase: Platform, which refers primarily to expenses related to screening of product candidates through hit identification; Discovery, which refers primarily to expenses related to hit identification through development of candidates; and Clinical, which refers primarily to expenses related to development of candidates and beyond.

Research and development expenses increased by $ 16.4 million and $27.6 million during the three and six months ended June 30, 2021, respectively, compared to the prior year. The increase in research and development expenses was due to an increased number of experiments screened on our platform, an increased number of pre-clinical assets being validated and increased clinical costs as studies progressed.

General and Administrative Expenses

The following table summarizes Recursion’s components of general and administrative expense:

	
	
	
	
	
	
	
	
	
	
	Six months ended
	
	
	

	
	
	Three months ended June 30,
	
	Change
	
	
	
	June 30,
	
	
	Change
	

	(in thousands, except percentages)
	
	2021
	
	2020
	
	$
	%
	
	
	2021
	2020
	
	$
	%

	Total general and administrative expenses
	$
	13,854
	$
	5,159
	$
	8,695
	>100%
	
	$
	22,791 $
	10,720
	$
	12,071
	>100%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



General and administrative expenses increased by $8.7 million and $12.1 million during the three and six months ended June 30, 2021, respectively, compared to the prior year. The increase in general and administrative expenses was due to the growth in size of the Company’s operations including an increase in salaries and wages of $5.7 million and $6.9 million during the three and six months ended June 30, 2021, respectively, equipment costs, human resources costs, facilities costs and other administrative costs associated with operating a growth-stage company.

Other loss, net

The following table summarizes Recursion’s components of other loss, net:


	
	Three months ended June 30,
	
	
	Change
	

	(in thousands, except percentages)
	2021
	
	2020
	
	
	$
	%

	Interest expense
	$
	2,501
	$
	426
	$
	2,075
	>100%

	Interest income
	
	(29)
	
	(24)
	
	(5)
	21.4 %

	Derivative fair value adjustment
	
	—
	
	324
	
	(324)
	(100.0)%

	Other loss, net
	$
	2,472
	$
	726
	$
	1,746
	>100%

	
	
	
	
	
	
	
	






	Six months ended
	
	
	
	

	
	June 30,
	
	
	Change
	

	2021
	
	2020
	
	
	$
	%

	$
	2,750
	$
	727
	$
	2,022
	>100%

	
	(45)
	
	(244)
	
	199
	(81.5)%

	
	—
	
	324
	
	(324)
	(100.0)%

	$
	2,705
	$
	807
	$
	1,897
	>100%
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Other loss, net increased by $1.7 million and $ 1.9 million during the three and six months ended June 30, 2021, respectively, compared to the prior year. The increase in Other loss, net was primarily due to an increase in the fair value of the Series A and B warrants. See Note 10, “Stock-Based Compensation” to the Condensed Consolidated Financial Statements for additional details on the warrants. This increase was partially offset by the fair value adjustment on the derivative liability for the convertible notes. See Note 5, “Notes Payable” to the Condensed Consolidated Financial Statements for additional details on the derivative.

Liquidity and Capital Resources

Sources of Liquidity

The Company has not yet commercialized any products and does not expect to generate revenue from the sales of any product candidates for at least several years. Cash and cash equivalents totaled $632.7 million as of June 30, 2021 and $262.1 million as of December 31, 2020.

The Company has incurred operating losses and experienced negative operating cash flows and we anticipate that it will continue to incur losses for at least the foreseeable future. Our net loss was $43.4 million and $74.1 million during the three and six months ended June 30, 2021, respectively. The Company’s net loss was $18.9 million and $37.4 million during the three and six months ended June 30, 2020, respectively. As of June 30, 2021 and December 31, 2020, Recursion had an accumulated deficit of $287.7 million and $213.6 million, respectively.

Recursion has financed its operations through private placements of preferred stock and an IPO. As of June 30, 2021, the Company had received proceeds of $448.9 million from the sale of its preferred stock. The Company received net proceeds of $462.4 million from the IPO. See Note 8, “Common Stock” to the Condensed Consolidated Financial Statements for additional details on the IPO.

In October 2020, the Company received a $30.0 million upfront payment from the Company’s strategic partnership with Bayer.

Midcap Credit and Security Agreement

In September 2019, the Company entered into a Credit and Security Agreement with Midcap Financial Trust (Midcap) and the other lenders party thereto (the Midcap Loan Agreement). The Mipcap Loan Agreement includes: i) an initial term loan in an aggregate principal amount of $11.9 million; and ii) a second tranche term loan, which, if drawn, would result in an aggregate outstanding maximum principal amount of $26.9 million. The second tranche will become available to be drawn on upon the achievement of certain drug development milestones. We are required to make interest-only payments from September 2019 to September 2021 and thereafter, 36 monthly principal payments of $330 thousand plus interest commencing in October 2021 and continuing until the maturity date in September 2024. The interest-only period will be extended an additional 12 months upon achievement of certain fundraising related milestones. Interest accrues on the principal amount outstanding at a floating per annum rate equal to the LIBOR (floor of 2.00%) rate plus 5.75%.

The debt is secured against all of the Company’s assets. The Midcap Loan Agreement includes standard affirmative and restrictive covenants and standard events of default, including payment defaults; breaches of covenants following any applicable cure period; a material impairment in the perfection or priority of Midcap’s security interest or in the value of the collateral; or a material adverse change in our business, operations, or conditions. Upon the occurrence of an event of default and following any applicable cure periods, Midcap may declare all outstanding obligations immediately due and payable and take such other actions as set forth in the Midcap Loan Agreement. As of June 30, 2021, the Company was in compliance with all debt covenants under the agreement. In 2019, we paid fees of approximately $298 thousand in connection with the origination of the Midcap Loan Agreement. These fees were deferred and recorded as a direct deduction from the carrying value of the loan payable and are amortized to interest expense over the remaining term of the Midcap Loan Agreement. In July 2021, this loan was repaid in full. See Note 16, “Subsequent Events” to the Condensed Consolidated Financial Statements for additional details.
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Cash Flows

The following table is a summary of the Condensed Consolidated Statements of Cash Flows for each of the periods presented below:

	
	
	Six months ended June 30, 2021

	(in thousands)
	
	2021
	
	2020

	Cash used in operating activities
	$
	(64,408)
	$
	(34,516)

	Cash used in investing activities
	
	(25,628)
	
	(723)

	Cash provided by financing activities
	
	465,839
	
	6,379

	Net increase (decrease) in cash and cash equivalents
	$
	375,803
	$
	(28,860)

	
	
	
	
	



Operating Activities

Net cash used in operating activities was $64.4 million during the six months ended June 30, 2021. Net cash used in operating activities increased from the six months ended June 30, 2020 as a result of higher costs incurred for research and development and general and administrative due to the Company’s growth, as well as the timing of working capital cash flows for the six months ended June 30, 2021.
Net cash used in operating activities was $34.5 million during the six months ended June 30, 2020. Cash used in operating activities increased from the six months ended June 30, 2019 due to higher costs incurred for research and development and general and administrative due to the Company’s growth which was partially offset by the timing of working capital cash flows for the six months ended June 30, 2020.

Investing Activities

Net cash used in investing activities was $25.6 million during the six months ended June 30, 2021. Cash used in investing activities primarily consisted of $17.9 million for the purchase of a Dell EMC supercomputer. Investing cash flows also included capital expenditures for property and equipment.

Net cash used in investing activities was $723 thousand during the six months ended June 30, 2020. Cash used in investing activities was primarily for the purchase of lab equipment and leasehold improvements, which was partially offset by the proceeds from the note receivable.

Financing Activities

Net cash provided by financing activities was $465.8 million during the six months ended June 30, 2021. Cash provided by financing activities primarily included $462.4 million of net proceeds from the IPO. Financing cash flows also included $3.0 million of proceeds from the exercise of stock options.

Net cash provided by financing activities was $6.4 million during the six months ended June 30, 2020, which consisted primarily of $6.4 million of proceeds from the issuance of convertible notes. See Note 5, “Notes Payable” to the Condensed Consolidated Financial Statements for additional detail on the convertible notes.

Critical Accounting Estimates and Policies

A summary of the Company’s significant accounting estimates and policies is included in Note 2, “Summary of Significant Accounting Policies” in our Final Prospectus filed with the SEC on April 16, 2021 in connection with our IPO. There were no significant changes in the Company’s application of its critical accounting policies during the six months ended June 30, 2021.

Recently Issued and Adopted Accounting Pronouncements

Refer to Note 2 in Item 1 of this Quarterly Report on Form 10-Q for information regarding recently issued and adopted accounting pronouncements.

Emerging Growth Company
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The Company is an emerging growth company (EGC), as defined by the Jumpstart Our Business Startups Act of 2012 (the JOBS Act). The JOBS Act, amount other things, exempts EGCs from being required to comply with new or revised financial accounting standards until private companies are required to comply. Recursion as elected to use the extended transition period for new or revised financial accounting standards during the period in which we remain an EGC. However, the Company may adopt certain new or revised accounting standards early. This may make comparisons of the Company’s financial statements with other public companies difficult because of the potential differences in accounting standards used.

Recursion may remain an EGC until December 31, 2026 although if we: (1) become a “large accelerated filer;” (2) have annual gross revenues of $ 1.07 billion or more in any fiscal year; or (3) issue more than $1.0 billion of non-convertible debt over a three-year period, the Company would cease to be an EGC as of December 31 of the applicable year.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.

The Company is subject to market risk associated with changing interest rates on our variable rate note issued under the Midcap Loan Agreement; as the interest accrues on the principal amount outstanding at a floating per annum rate equal to the LIBOR rate plus 5.75%, with a LIBOR floor of 2.00%. The interest rates applicable to our variable rate note may rise and increase the amount of interest expense. We do not purchase or hold any derivative instruments to protect against the effects of changes in interest rates. As of June 30, 2021 and December 31, 2020, the outstanding principal on the debt issued under the Midcap Loan Agreement was $11.9 million.

The Company’s cash and cash equivalents consist primarily of cash on hand and highly liquid investments in money market funds that have an original maturity date of 90 days or less. The fair value of our cash and cash equivalents would not be significantly affected by either an increase or decrease in interest rates, due mainly to the short-term nature of these instruments.

Item 4. Controls and Procedures.

The Company has established disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the Exchange Act) designed to ensure that information required to be disclosed in the reports that the Company files or submits under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms and is accumulated and communicated to management, including the principal executive officer (our Chief Executive Officer) and principal financial officer (our Chief Financial Officer), to allow timely decisions regarding required disclosure. In addition, the design of disclosure controls and procedures must reflect the fact that there are resource constraints and that management is required to apply judgment in evaluating the benefits of possible controls and procedures relative to their costs.

Evaluation of Disclosure Controls and Procedures

Our management has evaluated, with the participation of our Chief Executive Officer and Chief Financial Officer, the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of the end of the period covered by this Quarterly Report on Form 10-Q. Management recognizes that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired control objectives as management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures. Our disclosure controls and procedures have been designed to provide reasonable assurance of achieving their objectives. Based on that evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that, as of June 30, 2021, our disclosure controls and procedures were effective.

Changes in Internal Control Over Financial Reporting

There has been no change in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) that occurred during the quarter ended June 30, 2021 that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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As a result of the COVID-19 pandemic, many of the Company’s employees are working remotely. We have not identified any material changes in our internal control over financial reporting as a result of these changes to the working environment, in part because our internal control over financial reporting was designed to operate in a remote working environment. The Company is continually monitoring and assessing the COVID-19 situation to determine any potential impacts on the design and operating effectiveness of our internal controls over financial reporting.
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PART II - OTHER INFORMATION

Item 1. Legal Proceedings.

We are not currently a party to any material litigation or other material legal proceedings. We may, from time to time, become involved in various legal proceedings arising in the normal course of business. An unfavorable resolution of any such matter could materially affect our future financial position, results of operations or cash flows.

Item 1A. Risk Factors.

RISK FACTORS

You should carefully consider the risks and uncertainties described below together with all of the other information contained in this Quarterly Report on Form 10-Q and our other public filings with the SEC. The risks described below are not the only risks facing our company. The occurrence of any of the following risks, or of additional risks and uncertainties not presently known to us or that we currently believe to be immaterial, could cause our business, prospects, operating results, and financial condition to suffer materially.

Risks Related to Our Financial Position and Need for Additional Capital

We are a clinical-stage biotechnology company with a limited operating history.

Biopharmaceutical product development is a highly speculative undertaking and involves a substantial degree of risk. Since our inception in November 2013, we have focused substantially all of our efforts and financial resources on building our drug discovery platform and developing our initial drug candidates. We have no products approved for commercial sale and therefore have never generated any revenue from drug product sales, and we do not expect to generate any revenue from drug product sales in the foreseeable future. There is no assurance that we will obtain regulatory approvals to market and sell any drug products in the future.

We have incurred significant operating losses since our inception and anticipate that we will incur continued losses for the foreseeable future.

We have incurred net losses in each year since our inception. Our net losses were $43.4 million and $74.1 million for the three and six months ended June 30, 2021 and 2020, respectively. We had an accumulated deficit of $287.7 million as of June 30, 2021. Substantially all of our operating losses have resulted from costs incurred in connection with research and development efforts, including clinical studies, and from general and administrative costs associated with our operations. We expect our operating expenses to significantly increase as we continue to invest in research and development efforts and the commencement and continuation of clinical trials of our existing and future drug candidates. We also continue to incur additional costs associated with operating as a public company. As a result, we expect to continue to incur significant and increasing operating losses for the foreseeable future. Our prior losses, combined with expected future losses, have had and will continue to have an adverse effect on our stockholders’ deficit and working capital. Because of the numerous risks and uncertainties associated with developing pharmaceutical products and new technologies, we are unable to predict the extent of any future losses or when we will become profitable, if at all. Even if we do become profitable, we may not be able to sustain or increase our profitability on a quarterly or annual basis.

Our mission is broad and expensive to achieve and we will need to raise substantial additional funding. If we are unable to raise capital when needed, we would be forced to delay, reduce, or eliminate at least some of our product development programs, business development plans, strategic investments, or potential commercialization efforts.

We have ambitious plans to decode biology and deliver new drugs to the patients who need them. Our mission is broad, expensive to achieve and will require additional capital in the future. We have a substantial pipeline of both clinical and preclinical programs and expect our expenses to increase in connection with our ongoing activities, particularly as we continue the research and development of, initiate clinical trials of, and potentially seek marketing
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approval for, our drug candidates, and as we add to our pipeline what we believe will be an accelerating number of additional programs. In addition, depending on the status of potential regulatory approval, or if we obtain marketing approval for any current or future drug candidates, we may incur significant expenses related to product sales, marketing, manufacturing, and distribution.

Our future capital requirements will depend on, and could increase significantly as a result of, many factors, including:

· the scope, progress, results, and costs of our current and future clinical trials and additional preclinical research for our programs;

· the number of future drug candidates that we pursue and their development requirements;

· the costs, timing, and outcome of regulatory review of our drug candidates;

· our ability to establish and maintain collaborations with third parties on favorable terms and the success of any collaborations;

· the impact of any business interruptions to our operations, including the timing and enrollment of participants in our planned clinical trials, or to the operations of our manufacturers, suppliers, or other vendors resulting from the COVID-19 pandemic or a force majeure event;
· the extent to which we acquire or invest in businesses, products, and technologies, including entering into licensing or collaboration agreements for drug candidates;
· the costs of preparing, filing, and prosecuting patent and other applications covering our intellectual property; maintaining, protecting, and enforcing our intellectual property rights; and defending intellectual property-related claims of third parties;
· our headcount growth and associated costs as we expand our business operations and our research and development activities; and

· the costs of operating as a public company.

We expect that the net proceeds from our initial public offering completed on April 20, 2021, together with our existing cash and cash equivalents, borrowings available to us, and short-term investments as of the date of this Quarterly Report on Form 10-Q, will be sufficient to fund our operating expenses and capital expenditures for at least the next 12 months. However, identifying potential drug candidates and conducting preclinical development testing and clinical trials is a time-consuming and uncertain process that takes years to complete, and we may never generate the necessary data or results required to obtain marketing approval and achieve product sales. In addition, our drug candidates, even if approved, may not achieve commercial success. We anticipate that our commercial revenues, if any, will be derived from sales of products that we do not expect to be commercially available for many years. Accordingly, we will need to continue to rely on additional financing to achieve our business objectives. We may need to raise substantial additional funds sooner than expected, particularly if we choose to pursue additional indications and/or geographies for our drug candidates or otherwise expand more rapidly than we presently anticipate. If we are unable to raise capital when needed or on attractive terms, we would be forced to delay, reduce, or eliminate certain of our research and development programs or potential future commercialization efforts, and our business, and results of operations could be materially and adversely affected.

Additional fundraising efforts may divert our management from day-to-day activities, which may adversely affect our ability to develop and commercialize our drug candidates and technologies, and we can provide no assurance that such funding will be available on terms that are acceptable to us, or at all.

Until such time, if ever, as we can generate substantial revenues, we expect to finance our cash needs through a combination of private and public equity offerings, debt financings, strategic collaborations, strategic alliances, and licensing arrangements. We do not have any committed external source of funds. Disruptions in the financial markets in general, and more recently due to the COVID-19 pandemic, may make equity and debt financing more difficult to obtain and may have a material adverse effect on our ability to meet our fundraising needs. We cannot guarantee that future financing will be available in sufficient amounts or on terms acceptable to us, if at all. Moreover, fundraising efforts may divert our management’s attention from our core business or create competing priorities. In addition, the terms of any financing may adversely affect the holdings or rights of our stockholders, and the issuance of additional securities, whether equity or debt, by us, or the possibility of such issuance, may cause the market price of our shares to decline. To the extent that we raise additional capital through the sale of Class A common stock or securities convertible or exchangeable into Class A common stock, our stockholders’ ownership interest will be diluted, and the terms of those securities may include liquidation or other preferences that materially and adversely affect our stockholders’ rights as a common stockholder. The incurrence of indebtedness would
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result in increased fixed payment obligations, and we may be required to agree to certain restrictive covenants — such as limitations on our ability to incur additional debt, limitations on our ability to acquire, sell, or license intellectual property rights, and other operating restrictions — that could adversely impact our ability to make capital expenditures, declare dividends, or otherwise conduct our business. We could also be required to seek funds through arrangements with collaborators or others at an earlier stage than would be desirable; relinquish rights to some of our technologies or drug candidates, future revenue streams, or research programs; or otherwise agree to terms unfavorable to us. If we are unable to obtain funding on a timely basis and satisfactory terms, we may be required to significantly curtail, delay, or discontinue one or more of our research or development programs or the commercialization of any drug candidate — or we may be unable to expand our operations or otherwise capitalize on our business opportunities, as desired — which could materially and adversely affect our business and results of operations.

We have no products approved for commercial sale and have not generated any revenue from product sales.

Our ability to become profitable depends upon our ability to generate substantial revenue in an amount necessary to offset our expenses. To date, we have not generated any revenue from our drug candidates or technologies, other than limited grant revenues, milestone payments from Takeda Pharmaceutical Company Limited, and a technology access fee from Bayer AG (Bayer), and we do not expect to generate any revenue from the sale of products in the near future. We do not expect to generate significant revenue unless and until we progress our drug candidates through clinical trials and obtain marketing approval of, and begin to sell, one or more of our drug candidates, or we otherwise receive substantial licensing or other payments. Our ability to generate revenue depends on a number of factors, including but not limited to our ability to:

· successfully complete preclinical studies;
· obtain approval of Investigational New Drug (IND) applications by the U.S. Food and Drug Administration (FDA), and similar regulatory approvals outside the U.S., allowing us to commence clinical trials;
· successfully enroll subjects in, and complete, clinical trials;

· receive regulatory approvals from applicable regulatory authorities;

· initiate and successfully complete all safety and other studies required to obtain U.S. and foreign marketing approval for our drug candidates;

· establish commercial manufacturing capabilities or make arrangements with third-party manufacturers for clinical supply and commercial manufacturing;

· obtain and maintain patent and trade secret protection or regulatory exclusivity for our drug candidates;

· launch commercial sales of our drug candidates, if and when approved, whether alone or in collaboration with other parties;

· obtain and maintain acceptance of the drug candidates, if and when approved, by patients, the medical community, and third-party payors;

· effectively compete with other therapies;

· obtain and maintain coverage of and adequate reimbursement for our drug products, if and when approved, by medical insurance providers;

· protect and enforce our intellectual property rights and defend against intellectual property claims of third parties;

· take temporary precautionary measures to help minimize the impact of the COVID-19 pandemic or a force majeure event on our business; and

· Demonstrate a continued acceptable safety profile of the drug candidates following marketing approval.

If we do not achieve one or more of these factors in a timely manner or at all, we could experience significant delays or an inability to successfully commercialize our drug candidates, which would materially harm our business. If we do not receive regulatory approvals for our drug candidates, we may not be able to continue our operations.

We or our current and future collaborators may never successfully develop and commercialize drug products, which would negatively affect our results of operation and our ability to continue our business operations.

We may not succeed in producing drug candidates that can be commercialized. To achieve success with our drug candidates, we or our current or future collaborators must develop, and eventually commercialize, a drug product or products that generate significant revenue. We currently generate revenues primarily from
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our collaboration relationships and expect to continue to derive most of our revenue from these relationships until such time as our or our collaborators’ drug development and commercialization efforts are successful, if ever.

Achieving success in drug development will require us or our current or future collaborators to be effective in a range of challenging activities, including completing preclinical testing and clinical trials of drug candidates; obtaining regulatory approval for these drug candidates; and manufacturing, marketing, and selling any products for which we or they may obtain regulatory approval. We and our current drug discovery collaborators are only in the preliminary stages of most of these activities. We and they may never succeed in these activities and, even if we do, we may never generate revenues that are significant enough to achieve profitability; or even if our collaborators do, we may not receive option fees, milestone payments, or royalties from them that are significant enough for us to achieve profitability. Because of the intense competition in the market and the numerous risks and uncertainties associated with biopharmaceutical product development, we are unable to accurately predict whether, or when, we will be able to achieve or sustain profitability.

Even if we achieve profitability, we may not be able to sustain or increase profitability on a quarterly or annual basis. Our failure to become and remain profitable would eventually depress the value of our company and could impair our ability to raise capital, expand our business, maintain our research and development efforts, develop a pipeline of drug candidates, enter into collaborations, or even continue our operations.

Our quarterly and annual operating results may fluctuate significantly in the future due to a variety of factors, many of which are outside of our control and may be difficult to predict.

The amount of our future losses is uncertain, and our quarterly and annual operating results may fluctuate significantly for various reasons, including the following:

· the cost to continue to maintain, develop, and integrate technological advancements;

· the timing and cost of, and level of investment in, research and development activities relating to our drug candidates, which may change from time to time;

· our ability to successfully recruit and retain subjects, sites, and staff for clinical trials, and any delays caused by difficulties in such efforts;

· the timing, quality, regulatory compliance, and success or failure of clinical trials for our drug candidates;

· our ability to obtain marketing approval for our drug candidates and the timing and scope of any such approvals we may receive;

· commercialization of competing drug candidates or any other change in the competitive landscape of our industry, including consolidation among our competitors or partners;

· the timing, complexity, and cost of manufacturing our drug candidates, which may vary depending on the quantity of production and the terms of our agreements with manufacturers;
· our ability to attract, hire, and retain qualified personnel, including highly specialized scientists, clinicians, and engineers;

· expenditures that we will or may incur to develop additional drug candidates;

· the level of demand for our drug candidates should they receive approval, which may vary significantly;

· the risk/benefit profile, cost, and reimbursement policies with respect to our drug candidates, if approved, and existing and potential future therapeutics that compete with our drug candidates;
· the changing and volatile U.S. and global economic environments, including as a result of the COVID-19 pandemic and terrorism; and

· future accounting pronouncements or changes in our accounting policies.

The cumulative effects of these and other factors could result in large fluctuations and unpredictability in our quarterly and annual operating results. As a result, comparing our operating results on a period-to-period basis may not be meaningful. This variability and unpredictability could also result in our failing to meet the forecasts we provide to the market or the expectations of industry or financial analysts or investors for any period. If the forecasts we provide to the market are below the expectations of analysts or investors, if we fail to meet any forecasts we provide to the market, or if our revenue or operating results otherwise fall below the expectations of analysts or investors for any period, the price of our Class A common stock could decline substantially. Such a stock price decline could occur even when we have met any previously publicly stated guidance we may have provided or provide in the future.
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If we engage in future acquisitions or strategic partnerships, this may increase our capital requirements, dilute our stockholders’ equity, cause us to incur debt or assume contingent liabilities, and subject us to other risks.

We may engage in acquisitions and strategic partnerships in the future, including by licensing or acquiring complementary products, intellectual property rights, technologies, or businesses. Any acquisition or strategic partnership may entail numerous risks, including:

· increased operating expenses and cash requirements;

· the assumption of indebtedness or contingent liabilities;

· the issuance of our equity securities, which would result in dilution to our stockholders’ equity;

· difficulties in assimilating operations, intellectual property, products, and drug candidates of an acquired company, and with integrating new personnel;

· the diversion of our management’s attention from our existing product programs and initiatives;

· our ability to retain key employees and maintain key business relationships;

· uncertainties associated with the other party to such a transaction, including the prospects of that party and their existing products or drug candidates and ability to obtain regulatory approvals; and
· our inability to generate revenue from acquired intellectual property, technology, and/or products sufficient to meet our objectives or even to offset the associated transaction and maintenance costs.

In addition, if we undertake such a transaction, we may issue dilutive securities, assume or incur debt obligations, incur large one-time expenses, and acquire intangible assets, which could result in significant future amortization expense.

Risks Related to the Discovery and Development of Drug Candidates

Our approach to drug discovery is unique and may not lead to successful drug products for various reasons, including but not limited to challenges identifying mechanisms of action for our candidates.

We image cells and use cell morphology to understand how a diseased cell responds to drugs and when it appears normal. Biology is complex. If studying the shape, structure, form, and size of cells does not prove to be an accurate way to better understand diseases or does not lead to the biological insights, or viable drug candidates we anticipate, our drug discovery platform may not be useful or may not lead to successful drug products, or we may have to move to a new business model, any of which could have an adverse effect on our reputation and results of operations. If the mechanism of action of a drug candidate is unknown, it may be more difficult to choose the best lead to optimize from an efficacy standpoint and to avoid potential off-target side effects of the drug candidate that could affect safety. Such uncertainty could make it more difficult to form partnerships with larger pharmaceutical companies, as the expenses involved in late-phase clinical trials increase the level of risk related to potential efficacy and/or safety concerns, and may pose challenges to IND and/or New Drug Application (NDA) approval by the FDA or other regulatory agencies.

Our drug candidates are in preclinical or clinical development, which are lengthy and expensive processes with uncertain outcomes and the potential for substantial delays.

Our current drug candidates are in preclinical or clinical development, which are lengthy and expensive processes with uncertain outcomes and the potential for substantial delays. It is impossible to predict when or if any of our drug candidates will prove effective and safe in humans, will be manufacturable or will receive regulatory approval. To obtain marketing approval from regulatory authorities for the sale of any drug candidate, we must complete preclinical studies, have the candidate manufactured to appropriate specifications and then conduct extensive clinical trials to demonstrate safety and efficacy in humans. We may accelerate development from cell models in our drug discovery platform directly to patients without validating results through animal studies, or validate results in animal studies at the same time as we conduct Phase 1 clinical trials. This approach could pose additional risks to our success if the effect of certain of our drug candidates on diseases has not been tested in animals prior to testing in humans.

Clinical testing is expensive, difficult to design and implement, can take many years to complete, and is uncertain as to outcome. A failure of one or more clinical trials can occur at any stage of testing. The outcome of preclinical
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development testing and early clinical trials may not be predictive of the success of later clinical trials, and interim results of a clinical trial do not necessarily predict final results. We have not yet demonstrated our ability to complete clinical development, obtain regulatory approvals, manufacture a commercial-scale product or arrange for a third party to do so, and conduct sales and marketing activities necessary for successful commercialization.

We currently have four clinical-stage drug candidates focused on rare, monogenic diseases and anticipate filing IND applications with the FDA or other regulators for Phase 2 studies for all four drug candidates. We may not be able to file such INDs, or INDs for any other drug candidates, on the timelines we expect, if at all, and any such delays could impact any additional product development timelines. For example, we may experience manufacturing delays with preclinical and clinical studies. Moreover, we cannot be sure that submission of an IND will result in the FDA or other regulators allowing further clinical trials to begin or that, once begun, issues will not arise that require us to suspend or terminate clinical trials. Commencing each of these clinical trials is subject to finalizing the trial design based on discussions with the FDA and other regulatory authorities. These regulatory authorities could change their guidance at any time, including their positions on the acceptability of our trial designs or the clinical endpoints or populations selected, which may require us to complete additional or longer clinical trials, or they may impose stricter approval conditions than we currently expect. Successful completion of our clinical trials is a prerequisite to submitting an NDA to the FDA, as well as a Marketing Authorization Application (MAA) to the European Medicines Agency (EMA) and the Medicines and Healthcare Products Regulatory Agency (MHRA) for each drug candidate and, consequently, to the ultimate approval and commercial marketing of each drug candidate. We do not know whether any of our future clinical trials will begin on time or be completed on schedule, if at all.

We may experience delays in completing our preclinical studies and initiating or completing clinical trials, and we may experience numerous unforeseen events during, or as a result of, any future clinical trials that we conduct that could require us to incur additional costs, or delay or prevent our ability to receive marketing approval or to commercialize our drug candidates, including one or more of the following:

· regulators, Institutional Review Boards (IRBs), or ethics committees may not authorize us or our investigators to commence a clinical trial or to conduct a clinical trial at a prospective trial site;
· we may experience difficulties in reaching, or fail to reach, agreement on acceptable terms with prospective trial sites and prospective Contract Research Organizations (CROs), the terms of which can be subject to extensive negotiation and may vary significantly among different CROs and trial sites;
· clinical trials of our drug candidates may produce negative or inconclusive results, and we may decide, or regulators may require us, to conduct additional preclinical studies or clinical trials, or we may decide to abandon product development programs;
· the number of participants required for clinical trials of our drug candidates may be larger than we anticipate, enrollment in these clinical trials may be slower than we anticipate, or participants may drop out of these clinical trials or fail to return for post-treatment follow-up at a higher rate than we anticipate;
· our third-party contractors may fail to comply with regulatory requirements, fail to meet their contractual obligations to us in a timely manner, or at all, deviate from the clinical trial protocol, or drop out of a trial, which may require that we add new clinical trial sites or investigators;
· the supply or quality of our drug candidates, or the other materials necessary to conduct clinical trials of our drug candidates, may be insufficient or inadequate;

· delays in the manufacturing of our drug candidates;

· our drug candidates may have undesirable side effects or other unexpected characteristics, causing us or our investigators — or regulators, IRBs, or ethics committees

— to suspend or terminate the trials; and

· reports may arise from preclinical or clinical testing of other therapies that raise safety, efficacy, or other concerns about our drug candidates.

From time to time, as we move through the stages of development, we may publish interim top-line or preliminary data from our clinical trials. Interim data from clinical trials are subject to the risk that one or more of the clinical outcomes may materially change as enrollment of participants continues and more data become available. Preliminary or top-line data also remain subject to audit and verification procedures that may result in the final data being materially different from the preliminary data we previously published. As a result, interim and preliminary data should be viewed with caution until the final data are available. Adverse differences between preliminary or interim data and final data could significantly harm our business prospects.

Our product development costs will increase if we experience delays in testing or regulatory approvals. We do not know whether any of our future clinical trials will begin as planned, or whether any of our current or future clinical trials will need to be restructured or will be completed on schedule, if at all. Significant preclinical study or clinical
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trial delays, including those caused by the COVID-19 pandemic, also could shorten any periods during which we may have the exclusive right to commercialize our drug candidates or could allow our competitors to bring products to market before we do and impair our ability to successfully commercialize our drug candidates. Any delays in our preclinical or future clinical development programs may harm our business, financial condition, and prospects significantly.

If we experience delays or difficulties in the enrollment of patients in clinical trials, our receipt of necessary regulatory approvals could be delayed or prevented.

We may not be able to initiate or continue clinical trials for current or future drug candidates if we are unable to locate and enroll a sufficient number of eligible participants in these trials as required by the FDA or similar regulatory authorities outside the United States. Our ability to enroll eligible participants may be limited or may result in slower enrollment than we anticipate. In addition, competitors may initiate or have ongoing clinical trials for drug candidates that treat the same indications as our current or future drug candidates, and participants who would otherwise be eligible for our clinical trials may instead enroll in our competitors’ clinical trials.

In addition to the competitive trial environment, the eligibility criteria of our planned clinical trials will further limit the pool of available study participants as we will require that participants have specific characteristics, such as rare diseases connected to our drug candidates, which may make enrollment challenging. Additionally, the process of finding potential participants may prove costly. We also may not be able to identify, recruit, and enroll a sufficient number of participants to complete our clinical studies because of the perceived risks and benefits of the drug candidates under study, the availability and efficacy of competing therapies, the proximity and availability of clinical trial sites for prospective participants, and the referral practices of physicians. If people are unwilling to participate in our studies for any reason, the timeline for recruiting participants, conducting studies, and obtaining regulatory approval of potential products may be delayed.

Clinical trial enrollment may be affected by other factors, including:

· the severity of the disease under investigation;

· the eligibility criteria for the clinical trial in question;

· the availability of an appropriate genomic screening test;

· the perceived risks and benefits of the drug candidate under study;

· the efforts to facilitate timely enrollment in clinical trials;

· the referral practices of physicians;

· the ability to monitor participants adequately during and after the trial;

· the proximity and availability of clinical trial sites for prospective participants;

· factors we may not be able to control, such as current or potential pandemics, such as the COVID-19 pandemic, that may limit the availability of participants, principal investigators, study staff, or clinical sites;
· referral practices of physicians;

· our ability to monitor participants adequately during and after the trial;

· our ability to recruit clinical trial investigators with the appropriate competencies and experience;

· our ability to maintain participant informed consent and privacy; and

· the risk that enrolled participants will not complete a clinical trial.

Our planned clinical trials, or those of our potential future collaborators, may not be successful or may reveal significant adverse events not seen in our preclinical or nonclinical studies, which may result in a safety profile that could inhibit regulatory approval or market acceptance of any of our drug candidates.

Before obtaining regulatory approvals for the commercial sale of any products, we must demonstrate through lengthy, complex, and expensive preclinical studies and clinical trials that our drug candidates are both safe and effective for use in each target indication. Clinical testing is expensive and can take many years to complete, and its outcome is inherently uncertain. Failure can occur at any time during the clinical trial process. The results of preclinical studies and early clinical trials of our drug candidates may not be predictive of the results of later-stage clinical trials, and initial success in clinical trials may not be indicative of results obtained when such trials are completed. There is typically an extremely high rate of attrition from the failure of drug candidates proceeding through clinical trials. Drug candidates in later stages of clinical trials also may fail to show the desired safety and efficacy profile despite having progressed through nonclinical studies and initial clinical trials. A number of companies in the biopharmaceutical industry have suffered significant setbacks in advanced clinical trials due to lack of efficacy or unacceptable safety issues, notwithstanding promising results in earlier trials. Most drug
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candidates that commence clinical trials are never approved as products, and there can be no assurance that any of our current or future clinical trials will ultimately be successful or support further clinical development of any of our drug candidates.

We may develop future drug candidates in combination with one or more disease therapies. The uncertainty resulting from the use of our drug candidates in combination with other disease therapies may make it difficult to accurately predict side effects in future clinical trials.

As is the case with many treatments for rare diseases and other conditions, there have been, and it is likely that there may be, side effects associated with the use of our drug candidates. If significant adverse events or other side effects are observed in any of our current or future drug candidates, we may have difficulty recruiting participants in our clinical trials, they may drop out of our trials, or we may be required to abandon the trials or our development efforts of one or more drug candidates altogether. We, the FDA or other applicable regulatory authorities, or an IRB may suspend or terminate clinical trials of a drug candidate at any time for various reasons, including a belief that subjects in such trials are being exposed to unacceptable health risks or adverse side effects. Some potential therapeutics developed in the biotechnology industry that initially showed therapeutic promise in early-stage trials were later found to cause side effects that prevented their further development. Even if the side effects do not preclude the product from obtaining or maintaining marketing approval, undesirable side effects may inhibit market acceptance of the approved product due to its tolerability versus other therapies. Any of these developments could materially harm our business, financial condition, and prospects.

We may in the future conduct clinical trials for our drug candidates outside the United States, and the FDA and similar foreign regulatory authorities may not accept data from such trials.

We may in the future choose to conduct additional clinical trials outside the United States, including in Australia, Europe, Asia, or other jurisdictions. FDA acceptance of trial data from clinical trials conducted outside the United States may be subject to certain conditions. In cases where data from clinical trials conducted outside the United States are intended to serve as the sole basis for marketing approval in the United States, the FDA will generally not approve the application on the basis of foreign data alone unless (i) the data are applicable to the United States population and United States medical practice; (ii) the trials are performed by clinical investigators of recognized competence; and (iii) the data may be considered valid without the need for an on-site inspection by the FDA or, if the FDA considers such an inspection to be necessary, the FDA is able to validate the data through an on-site inspection or other appropriate means. Additionally, the FDA’s clinical trial requirements, including a sufficiently large size of trial populations and statistical powering, must be met. Many foreign regulatory bodies have similar approval requirements. In addition, such foreign trials would be subject to the applicable local laws of the foreign jurisdictions where the trials are conducted. There can be no assurance that the FDA or any similar foreign regulatory authority will accept data from trials conducted outside of the United States or the applicable jurisdiction. If the FDA or any similar foreign regulatory authority does not accept such data, it would result in the need for additional trials, which would be costly and time-consuming and delay aspects of our business plan, and which may result in our drug candidates not receiving approval or clearance for commercialization in the applicable jurisdiction.

Following the United Kingdom’s departure from the EU (referred to as Brexit) on January 31, 2020, and the end of the “transition period” on December 31, 2020, the EU and the United Kingdom entered into a trade and cooperation agreement that governs certain aspects of their future relationship, including the assurance of tariff-free trade for certain goods and services. As the regulatory framework for pharmaceutical products in the United Kingdom relating to the quality, safety, and efficacy of pharmaceutical products; clinical trials; marketing authorization; and commercial sales and distribution of pharmaceutical products is derived from EU directives and regulations, Brexit will materially impact the future regulatory regime that applies to products and the approval of drug candidates in the United Kingdom. Longer term, the United Kingdom is likely to develop its own legislation that diverges from that in the EU.

The incidence and prevalence for target patient populations of our drug candidates have not been established with precision. If the market opportunities for our drug candidates are smaller than we estimate or if any approval that we obtain is based on a narrower definition of the patient population, our revenue and ability to achieve profitability will be adversely affected, possibly materially.

Even if approved for commercial sale, the total addressable market for our drug candidates will ultimately depend upon, among other things, the diagnosis criteria included in the final label and whether our drug candidates are approved for these indications; acceptance by the medical community; and patient access, product pricing, and
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reimbursement by third-party payors. The number of patients targeted by our drug candidates may turn out to be lower than expected, patients may not be amenable to treatment with our products, or new patients may become increasingly difficult to identify or gain access to, all of which would adversely affect our results of operations and our business. Due to our limited resources and access to capital, we must prioritize development of certain drug candidates, which may prove to be the wrong choice and may adversely affect our business.

Although we intend to explore other therapeutic opportunities in addition to the drug candidates that we are currently developing, we may fail to identify viable new drug candidates for clinical development for a number of reasons.

Research programs to pursue the development of our existing and planned drug candidates for additional indications, and to identify new drug candidates and disease targets, require substantial technical, financial, and human resources whether or not they are ultimately successful. For example, pursuant to our Research Collaboration and Option Agreement with Bayer (the Bayer Agreement), we are collaborating with Bayer to develop various projects related to fibrosis. There can be no assurance that we will find potential targets using this approach, that any such targets will be tractable, or that clinical validations will be successful. Our research programs may initially show promise in identifying potential indications and/or drug candidates, yet fail to yield results for clinical development for a number of reasons, including:

· the research methodology used may not be successful in identifying potential indications and/or drug candidates, including as a result of the limited patient sample represented in our databases and the validity of extrapolating based on insights from a particular cellular context that may not apply to other, more relevant cellular contexts;
· potential drug candidates may, after further study, be shown to have harmful side effects or other characteristics that indicate they are unlikely to be effective products; or

· it may take greater human and financial resources than we will possess to identify additional therapeutic opportunities for our drug candidates or to develop suitable potential drug candidates through internal research programs, thereby limiting our ability to develop, diversify, and expand our product portfolio.

Because we have limited financial and human resources, we will have to prioritize and focus on certain research programs, drug candidates, and target indications while forgoing others. As a result, we may forgo or delay pursuit of opportunities with other drug candidates or for other indications that later prove to have greater commercial potential or a greater likelihood of success. Our resource allocation decisions may cause us to fail to capitalize on viable commercial products or profitable market opportunities.

Accordingly, there can be no assurance that we will ever be able to identify additional therapeutic opportunities for our drug candidates or to develop suitable potential drug candidates through internal research programs, which could materially adversely affect our future growth and prospects.

If we are not able to obtain, or if there are delays in obtaining, required regulatory approvals for our drug candidates, we will not be able to commercialize, or will be delayed in commercializing, our drug candidates, and our ability to generate revenue will be materially impaired.

Our drug candidates and the activities associated with their development and commercialization — including their design, testing, manufacture, safety, efficacy, recordkeeping, labeling, storage, approval, advertising, promotion, sale, distribution, import, and export — are subject to comprehensive regulation by the FDA and other regulatory agencies in the United States and by comparable authorities in other countries. Before we can commercialize any of our drug candidates, we must obtain marketing approval. Currently, all of our drug candidates are in development, and we have not received approval to market any of our drug candidates from regulatory authorities in any jurisdiction. It is possible that our drug candidates, including any drug candidates we may seek to develop in the future, will never obtain regulatory approval. We have only limited experience in filing and supporting applications to regulatory authorities and expect to rely on CROs and/or regulatory consultants to assist us in this process. Securing regulatory approval requires the submission of extensive preclinical and clinical data and supporting information to the various regulatory authorities for each therapeutic indication to establish the drug candidate’s safety and efficacy. Securing regulatory approval also requires the submission of information about the product manufacturing process to, and inspection of manufacturing facilities by, the relevant regulatory authority. Our drug candidates may not be effective, may be only moderately effective, or may prove to have undesirable or unintended side effects, toxicities or other characteristics that may preclude our obtaining marketing approval or prevent or limit commercial use. In addition, regulatory authorities may find fault with our manufacturing process or facilities or
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those of third-party contract manufacturers. We may also face greater than expected difficulty in manufacturing our drug candidates.

The process of obtaining regulatory approvals, both in the United States and abroad, is expensive and often takes many years. If the FDA or a comparable foreign regulatory authority requires that we perform additional preclinical or clinical trials, approval, if obtained at all, may be delayed. The length of such a delay may vary substantially based upon a variety of factors, including the type, complexity and novelty of the drug candidates involved. Changes in marketing approval policies during the development period; changes in or the enactment of additional statutes or regulations; or changes in regulatory review for each submitted NDA, 510(k), Premarket Approval Application, or equivalent application types may cause delays in the approval or rejection of an application. The FDA and comparable authorities in other countries have substantial discretion in the approval process and may refuse to accept any application, or they may decide that our data are insufficient for approval and require additional preclinical, clinical, or other studies. Our drug candidates could be delayed in receiving, or fail to receive, regulatory approval for many reasons, including the following:

· the FDA or comparable foreign regulatory authorities may disagree with the design or implementation of our clinical trials;

· we may not be able to enroll a sufficient number of patients in our clinical studies;

· we may be unable to demonstrate to the satisfaction of the FDA or comparable foreign regulatory authorities that a drug candidate is safe and effective for its proposed indication or that a related companion diagnostic is suitable to identify appropriate patient populations;
· the results of clinical trials may not meet the level of statistical significance required by the FDA or comparable foreign regulatory authorities for approval;

· we may be unable to demonstrate that a drug candidate’s clinical and other benefits outweigh its safety risks;

· the FDA or comparable foreign regulatory authorities may disagree with our interpretation of data from preclinical studies or clinical trials;

· the data collected from clinical trials of our drug candidates may not be sufficient or of sufficient quality to support the submission of an NDA or other submission or to obtain regulatory approval in the United States or elsewhere;
· the FDA or comparable foreign regulatory authorities may find deficiencies with, or fail to approve, the manufacturing processes or facilities of third-party manufacturers with which we contract for clinical and commercial supplies; and
· the approval policies or regulations of the FDA or comparable foreign regulatory authorities may significantly change such that our clinical or manufacturing data are insufficient for approval.

Even if we were to obtain approval, regulatory authorities may approve any of our drug candidates for fewer or more limited indications than we request, thereby narrowing the commercial potential of the drug candidate. In addition, regulatory authorities may grant approval contingent on the performance of costly post-marketing clinical trials or may approve a drug candidate with a label that does not include the labeling claims necessary or desirable for the successful commercialization of that drug candidate. Any of the foregoing scenarios could materially harm the commercial prospects for our drug candidates.

If we experience delays in obtaining approval or if we fail to obtain approval of our drug candidates, the commercial prospects for our drug candidates may be harmed and our ability to generate revenues will be materially impaired.

We may never realize a return on our investment of resources and cash in our drug discovery collaborations.

We conduct drug discovery activities for or with collaborators who are also engaged in drug discovery and development, which include pre-commercial biotechnology companies and large pharmaceutical companies. In these drug discovery collaborations, we typically provide the benefit of our platform and platform experts who identify molecules that have activity against one or more specified targets, among other resources. In consideration, we have received, and expect to receive in the future, equity investments; upfront fees; and/or the right to receive option fees, cash milestone payments upon the achievement of specified development, regulatory, or commercial sales milestones for the drug discovery targets, and potential royalties. Our ability to receive fees and payments and realize returns from our drug discovery collaborations in a timely manner, or at all, is subject to a number of risks, including but not limited to the following:
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· Our collaborators may incur unanticipated costs or experience delays in completing, or may be unable to complete, the development and commercialization of any drug candidates;
· collaborators have significant discretion in determining the amount and timing of efforts and resources that they will apply to our collaborations and may not perform their obligations as expected;
· collaborators may decide not to pursue development or commercialization of drug candidates for various reasons, including results of clinical trials or other studies, changes in the collaborator’s strategic focus or available funding, their desire to develop products that compete directly or indirectly with our drug candidates, or external factors (such as an acquisition or industry slowdown) that divert resources or create competing priorities;
· existing collaborators and potential future collaborators may begin to perceive us to be a competitor more generally, particularly as we advance our internal drug discovery programs, and therefore may be unwilling to continue existing collaborations, or enter into new collaborations, with us;
· a collaborator may fail to comply with applicable regulatory requirements regarding the development, manufacture, distribution, or marketing of a drug candidate or product;
· disagreements with collaborators, including disagreements over intellectual property or proprietary rights, contract interpretation, or the preferred course of development, might cause delays or terminations of the research, development, or commercialization of drug candidates, or might result in litigation or arbitration;
· collaborators may not properly obtain, maintain, enforce, defend, or protect our intellectual property or proprietary rights, or they may use our proprietary information in such a way as to potentially lead to disputes or legal proceedings that could jeopardize or invalidate our or their intellectual property or proprietary rights, or expose us and them to potential litigation;
· collaborators may infringe, misappropriate, or otherwise violate the intellectual property or proprietary rights of third parties, which may expose us to litigation and potential liability; and
· drug discovery collaborations may be terminated prior to our receipt of any significant value.

In addition, we may be over-reliant on our partners to provide information for molecules that we in-license, or such molecules may not be well-protected because the composition of matter patents that once protected them have expired. Moreover, we may have difficulty obtaining the quality and quantity of active pharmaceutical ingredients (API) for use in drug candidates , or we may be unable to ensure the stability of the molecule, all of which is needed to conduct clinical trials or bring a drug candidate to market. For those molecules that we are attempting to repurpose for other indications, our partners may not have sufficient data, may have poor quality data, or may not be able to help us interpret data, any of which could cause our collaboration to fail.

If any drug discovery collaborations that we enter into do not result in the successful development and commercialization of drug products that result in option fees, milestone payments, royalties, or other payments to us, we may not receive an adequate return on the resources we have invested in such drug discovery collaborations, which would have an adverse effect on our business, results of operations, and financial condition. Further, we may not have access to, or may be restricted from disclosing, certain information regarding our collaborators’ drug candidates being developed or commercialized and, consequently, may have limited ability to inform our stockholders about the status of, and likelihood of achieving, milestone payments or royalties under such collaborations.

We face substantial competition, which may result in others discovering, developing, or commercializing products before, or more successfully than, we do.

The development and commercialization of new products in the biopharmaceutical and related industries is highly competitive. There are other companies focusing on technology-enabled drug discovery to identify and develop new chemical entities that have not previously been investigated in clinical trials (NCEs) and known chemical entities that have been previously investigated (KCEs). Some of these competitive companies are employing scientific approaches that are the same as or similar to our approach, and others are using entirely different approaches. These companies include divisions of large pharmaceutical companies and biotechnology companies of various sizes. We face competition with respect to our current drug candidates, and will face competition with respect to drug candidates that we may seek to develop or commercialize in the future, from major pharmaceutical companies, specialty pharmaceutical companies, and biotechnology companies worldwide. Potential competitors also include academic institutions, government agencies, and other public and private research organizations that conduct research, seek patent protection, and establish collaborative arrangements for research, development, manufacturing, and commercialization.
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Any drug candidates that we successfully develop and commercialize will compete with currently-approved therapies and new therapies that may become available in the future from segments of the pharmaceutical, biotechnology, and other related industries that pursue new therapeutics. Key product features that would affect our ability to effectively compete with other therapeutics include the efficacy, safety, and convenience of our products. We believe the principal competitive factors to our business include, among other things, the accuracy of our computations and predictions; ability to integrate experimental and computational capabilities; ability to successfully transition research programs into clinical development; ability to raise capital; and the scalability of the platform, pipeline, and business.

Many of the companies that we compete against or against which we may compete in the future have significantly greater financial resources and expertise in research and development, manufacturing, preclinical testing, conducting clinical trials, obtaining regulatory approvals, and marketing approved products than we do. Mergers and acquisitions in the pharmaceutical, biotechnology, and diagnostic industries may result in even more resources being concentrated among a smaller number of our competitors. Smaller or early-stage companies may also prove to be significant competitors, particularly through collaborative arrangements with large, established companies. These competitors also compete with us in recruiting and retaining qualified scientific and management personnel, in establishing clinical trial sites and patient recruitment for clinical trials, as well as in acquiring technologies complementary to, or necessary for, our programs. In addition, we cannot predict whether our current competitive advantages and our software tools will remain in place and evolve appropriately as barriers to entry in the future. If not, other companies may be able to more directly or effectively compete with us.

Our commercial opportunity could be reduced or eliminated if our competitors develop and commercialize products that are safer or more effective, have fewer or less severe side effects, are more convenient, or are less expensive than products that we or our collaborators may develop. Our competitors also may obtain FDA or other regulatory approval for their products more rapidly than us, which could result in our competitors establishing a strong market position before we or our collaborators are able to enter the market. The key competitive factors affecting the success of all of our drug candidates, if approved, are likely to be their efficacy, safety, convenience, and price; the level of generic competition; and the availability and amount of reimbursement from government healthcare programs, commercial insurance plans, and other third-party payors.

Because we have multiple programs and drug candidates in our development pipeline and are pursuing a variety of target indications and treatment modalities, we may expend our limited resources to pursue a particular drug candidate and fail to capitalize on development opportunities or drug candidates that may be more profitable or for which there is a greater likelihood of success.

We currently focus on the development of drug candidates regardless of the treatment modality or the particular target indication. Because we have limited financial and personnel resources, we may forgo or delay pursuit of opportunities with potential target indications or drug candidates that later prove to have greater commercial potential than our current and planned development programs and drug candidates. Our resource allocation decisions may cause us to fail to capitalize on viable commercial products or profitable market opportunities. Our spending on current and future research and development programs and other future drug candidates for specific indications may not yield any commercially viable future drug candidates.

We and our collaborators may not achieve projected discovery and development milestones and other anticipated key events in the time frames that we or they announce, which could have an adverse impact on our business and could cause our stock price to decline.

From time to time, we have made and expect that we will in the future make, public statements regarding the expected timing of certain milestones and key events, such as the commencement and completion of preclinical and clinical studies in our internal drug discovery programs as well as developments and milestones under our collaborations. Our collaborators, such as Bayer, have also made public statements regarding expectations for the development of programs under collaborations with us and may in the future make additional statements about their goals and expectations for collaborations with us. The actual timing of these events can vary dramatically due to a number of factors, such as delays or failures in our or our current and future collaborators’ drug discovery and development programs; the amount of time, effort, and resources committed by us and our current and future collaborators; and the numerous uncertainties inherent in the development of drugs. As a result, there can be no assurance that our or our current and future collaborators’ programs will advance or be completed in the time frames we or they announce or expect. If we or any collaborators fail to achieve one or more of these milestones or other key events as planned, our business and reputation could be materially adversely affected.
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Risks Related to our Platform and Data

Our business and operations would suffer in the event of computer system failures, cyber-attacks, or deficiencies in our or third parties’ cybersecurity.

We are increasingly dependent upon information technology systems, infrastructure, and data to operate our business. In the ordinary course of business, we collect, store, and transmit confidential information (including but not limited to intellectual property, proprietary business information, and personal information). It is critical that we do so in a secure manner to maintain the confidentiality and integrity of this information. We also have outsourced elements of our operations to third parties, and as a result we manage a number of third-party vendors and other contractors and consultants who have access to our confidential information.

Given our limited operating history, we are still in the process of implementing our internal security and business continuity measures and developing our information technology infrastructure. Our internal computer systems, and those of current and future third parties on which we rely, may fail and are vulnerable to damage from computer viruses and unauthorized access.

Our information technology and other internal infrastructure systems — including corporate firewalls, servers, data center facilities in which we co-locate, lab equipment, leased lines, and connection to the Internet — face the risk of breakdown or other damage or interruption from various causes or sources, each of which could compromise our system infrastructure or lead to the loss, destruction, alteration, disclosure, or dissemination of, or damage or unauthorized access to, our data or data that is processed or maintained on our behalf, or other assets. These causes or sources include, without limitation:

· service interruptions;

· system malfunctions;

· natural disasters;

· acts of terrorism or war;

· telecommunication and electrical failures;

· security breaches from inadvertent or intentional actions by our employees, contractors, consultants, business partners, and/or other third parties; and

· cyber-attacks by malicious third parties, including the deployment of harmful malware, ransomware, denial-of-service attacks, social engineering and other means to affect service reliability and threaten the confidentiality, integrity and availability of information.

If such an event were to occur and cause interruptions in our operations, it could result in a material disruption of our development programs and our business operations, and cause financial, legal, business, and reputational harm to us. For example, one of our primary differentiators is our proprietary technical information and biological and chemical data. The loss, corruption, unavailability of, or damage to our data would interfere with and undermine the insights we draw from our platform, which could result in the waste of resources on insights based on flawed premises or other adverse consequences. In addition, the loss or corruption of, or other damage to, clinical trial data from completed or future clinical trials could result in delays in our regulatory approval efforts as well as significant costs to recover or reproduce the data.

Likewise, we rely on third parties for the manufacture of our drug candidates and to conduct clinical trials, and similar events relating to their systems and operations could also have a material adverse effect on our business and lead to regulatory agency actions. The risk of a security breach or disruption, particularly through cyber-attacks or cyber intrusion by computer hackers, foreign governments, and cyber terrorists, has generally increased as the number, intensity, and sophistication of attempted attacks and intrusions from around the world have increased. Sophisticated cyber attackers (including foreign adversaries engaged in industrial espionage) are skilled at adapting to existing security technology and developing new methods of gaining access to organizations’ sensitive business data, which could result in the loss of proprietary information, including trade secrets. We may not be able to anticipate all types of security threats, and we may not be able to implement preventive measures effective against all such security threats.

The techniques used by cyber criminals change frequently, may not be recognized until launched, and can originate from a wide variety of sources, including outside groups such as external service providers, organized crime affiliates, terrorist organizations, or hostile foreign governments or agencies. In addition, in response to the ongoing
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COVID-19 pandemic, the majority of our workforce is currently working remotely. This could increase our cybersecurity risk, create data accessibility concerns, and make us more susceptible to communication disruptions.

Any security breach or other event that leads to loss, damage, or unauthorized access to, or use, alteration, or disclosure or dissemination of, (i) personal information, (including personal information regarding clinical trial subjects, contractors, directors, or employees), or (ii) our intellectual property, proprietary business information, or other confidential or proprietary information, could harm our reputation directly, enable competitors to compete with us more effectively, compel us to comply with federal and/or state breach notification laws and foreign law equivalents, subject us to mandatory corrective action, and otherwise subject us to liability under laws and regulations that protect the privacy and security of personal information, which could result in significant legal and financial exposure and reputational damage that could potentially have an adverse effect on our business. Notifications and follow-up actions related to a security incident could impact our reputation, and we could incur substantial costs, including legal and remediation costs, in connection with these measures and otherwise in connection with any actual or suspected security breach. We expect to incur significant costs in an effort to detect and prevent security incidents and otherwise implement our internal security and business continuity measures, and actual, potential, or anticipated attacks may cause us to incur increasing costs, including costs to deploy additional personnel and protection technologies, train employees, and engage third-party experts and consultants. We may face increased costs and find it necessary or appropriate to expend substantial resources in the event of an actual or perceived security breach.

The costs related to significant security breaches or disruptions could be material and our insurance policies may not be adequate to compensate us for the potential losses arising from any such disruption in, or failure or security breach of, our systems or third-party systems where information important to our business operations or commercial development is stored or processed. In addition, such insurance may not be available to us in the future on satisfactory terms, or at all. Further, our insurance may not cover all claims made against us and could have high deductibles in any event, and defending a suit, regardless of its merit, could be costly and divert management attention. Furthermore, if the information technology systems of our third-party vendors and other contractors and consultants become subject to disruptions or security breaches, we may have insufficient recourse against such third parties and we may have to expend significant resources to mitigate the impact of such an event, and to develop and implement protections to prevent future events of this nature from occurring.

If we are not able to develop new solutions and enhancements to our platform that keep pace with technological developments, our business and results of operations would be harmed.

Our ability to increase revenue depends in large part on our ability to enhance and improve our platform. The success of any enhancement to our platform depends on several factors, including the generation of additional biological and chemical data, innovation in hardware solutions, increased computational storage and processing capacity, and development of more advanced algorithms. Any new enhancement may not be introduced in a timely or cost-effective manner; may contain errors, vulnerabilities, or bugs; or may not achieve the functionality necessary to generate significant revenue. Our success also depends on our ability to identify important and emerging use cases and quickly develop new and effective innovations to address those use cases. If we are unable to successfully enhance our platform, develop new innovations, and ultimately gain market acceptance of our products and discoveries, our reputation, business, results of operations, and financial condition would be harmed.

We have invested, and expect to continue to invest, in research and development efforts that further enhance our platform. Such investments may affect our operating results, and, if the return on these investments is lower or develops more slowly than we expect, our revenue and operating results may suffer.

We have invested, and expect to continue to invest, in research and development efforts that further enhance our platform. These investments may involve significant time, risks, and uncertainties, including the risk that the expenses associated with these investments may affect our margins and operating results and that such investments may not generate sufficient revenues to offset liabilities assumed and expenses associated with these new investments. The software industry changes rapidly as a result of technological and product developments, which may render our solutions less effective. We believe that we must continue to invest a significant amount of time and resources in our platform to maintain and improve our competitive position. If we do not achieve the benefits anticipated from these investments, if the achievement of these benefits is delayed, our business, operating results and prospects may be materially adversely affected.
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Defects or disruptions in our platform could result in diminishment of our value and prospects.

Our platform depends upon the continuous, effective, and reliable operation of our software, hardware, databases, and related tools and functions, as well as the integrity of our data. Our proprietary software tools, hardware, and data sets are inherently complex and may contain defects or errors. Errors may result from the interface of our proprietary software and hardware tools with our data or third-party systems and data. The risk of errors is particularly significant when new software or hardware is first introduced or when new versions or enhancements of existing software or hardware are implemented. We have from time to time found defects in our software and hardware, and new errors in our existing software and hardware may be detected in the future. Any errors, defects, disruptions, or other performance problems with our software, hardware, or data sets could hurt our ability to gather valuable insights that drive our drug discoveries. Furthermore, our platform may produce an incomplete data set lacking in coverage which could result in a material adverse effect on our ability to discover new drug candidates. Such discovery is dependent on the integrity and completeness of our data. The occurrence of any of these events could diminish the value of our platform and data and have a material adverse effect on our business, operating results and prospects.

We rely upon third-party providers of cloud-based infrastructure to host our platforms. Any disruption in the operations of these third-party providers, limitations on capacity, or interference with our use could adversely affect our business and results of operations.

We outsource substantially all of the technological infrastructure relating to our hosted platform to third-party hosting services, such as Google Cloud and Amazon Web Services. We have no control over any of these third parties, and while we attempt to reduce risk by minimizing reliance on any single third party or its operations, we cannot guarantee that such third-party providers will not experience system interruptions, outages or delays, or deterioration in their performance. We need to be able to access our computational platform at any time, without interruption or degradation of performance. Our hosted platform depends on protecting the virtual cloud infrastructure hosted by third-party hosting services by maintaining its configuration, architecture, features, and interconnection specifications, as well as protecting the information stored in these virtual data centers, which is transmitted by third-party Internet service providers. We have experienced, and expect that in the future we may again experience, interruptions, delays, and outages in service and availability from time to time due to a variety of factors, including infrastructure changes, human or software errors, website hosting disruptions, and capacity constraints. Any limitation on the capacity of our third-party hosting services could adversely affect our business and results of operations. In addition, any incident affecting our third-party hosting services’ infrastructure that may be caused by cyber-attacks, natural disasters, fire, flood, severe storm, earthquake, power loss, telecommunications failures, terrorist or other attacks, and other disruptive events beyond our control, could negatively affect our cloud-based solutions. A prolonged service disruption affecting our cloud-based solutions could damage our reputation or otherwise harm our business. We may also incur significant costs for using alternative equipment or taking other actions in preparation for, or in reaction to, events that damage the third-party hosting services we use.

In the event that our service agreements with our third-party hosting services are terminated, or there is a lapse of service, elimination of services or features that we utilize, interruption of Internet service provider connectivity, or damage to such facilities, we could experience interruptions in access to the our platform as well as significant delays and additional expense in arranging or creating new facilities and services and/or re-architecting our hosted software solutions for deployment on a different cloud infrastructure service provider, which could adversely affect our business and results of operations.

If our security measures are breached or unauthorized access to our other data is otherwise obtained, our data may be perceived as not being secure and we may incur significant liabilities.

We use a set of proprietary tools to generate, analyze, and derive novel insights from our data. The unauthorized access to or security breaches of our data—whether as a result of third-party action, employee or contractor error, malfeasance, or otherwise—could result in the loss or corruption of, or other damage to, our information and lead to claims and litigation, indemnity obligations, damage to our reputation, and other liability. Our collaborators and other third parties we work with may also suffer similar security breaches of data that we rely on. Because the techniques used to obtain unauthorized access or sabotage systems change frequently and generally are not identified until they are launched against a target, we and those we collaborate with may be unable to anticipate these techniques or implement adequate preventative measures. In addition, if our employees or contractors fail to adhere to practices we have established to maintain a firewall between our internal drug discovery team and our teams that
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work with external individuals, including our collaborators, or if the technical solutions we have adopted to maintain the firewall malfunction, our collaborators may lose confidence in our ability to maintain the confidentiality of their intellectual property, we may have trouble attracting new collaborators, we may be subject to breach of contract claims by our collaborators, and we may suffer reputational and other harm as a result. Any or all of these issues could result in reputational damage or subject us to third-party lawsuits or other action or liability, which could adversely affect our operating results. Our insurance may not be adequate to cover losses associated with such events, and in any case, such insurance may not cover all of the types of costs, expenses, and losses we could incur to respond to and remediate a security breach. For more information see “Risk Factors—Our business and operations would suffer in the event of computer system failures, cyber-attacks or deficiencies in our or third parties’ cyber-security.”

Our solutions utilize third-party open source software, and any failure to comply with the terms of one or more of these open source software licenses could adversely affect our business, subject us to litigation, or create potential liability.

Our solutions include software licensed by third parties under any one or more open source licenses, including the Apache 2.0 License, MIT, BSD variants, and others, and we expect to continue to incorporate open source software in our solutions in the future. Moreover, we cannot ensure that we have effectively monitored our use of open source software, validated the quality or source of such software or we are in compliance with the terms of the applicable open source licenses or our current policies and procedures. There have been claims against companies that use open source software in their products and services asserting that the use of such open source software infringes the claimants’ intellectual property rights. As a result, we could be subject to suits by third parties claiming that what we believe to be licensed open source software infringes such third parties’ intellectual property rights. Litigation could be costly for us to defend, have a negative effect on our business and results of operations, or require us to devote additional research and development resources to change our solutions. Furthermore, these third-party open source providers could experience service outages, data loss, privacy breaches, cyber-attacks, and other events relating to the applications and services they provide, which could diminish the utility of these services and harm our business.

Use of open source software may entail greater risks than use of third-party commercial software, as open source licensors generally do not provide warranties or other contractual protections regarding infringement claims or the quality of the code, including with respect to security vulnerabilities to which open source software may be more susceptible. In addition, certain open source licenses require that source code for software programs that interact with such open source software be made available to the public at no cost and that any modifications or derivative works to such open source software continue to be licensed under the same terms as the open source software license.

Risks Related to Our Operations/Commercialization

Our insurance policies are expensive and protect us only from some business risks, which leaves us exposed to significant uninsured liabilities.

We do not carry insurance for all categories of risk that our business may encounter and insurance coverage is becoming increasingly expensive. For example, we can only obtain insurance for the loss of our data that would partially compensate us for its loss. We do not know if we will be able to maintain existing insurance with adequate levels of coverage in the future, and any liability insurance coverage we acquire in the future may not be sufficient to reimburse us for any expenses or losses we may suffer. If we obtain marketing approval for any drug candidates that we or our collaborators may develop, we intend to acquire insurance coverage to include the sale of commercial products, but we may be unable to obtain such insurance on commercially reasonable terms or in adequate amounts. The coverage or coverage limits currently maintained under our insurance policies may not be adequate. If our losses exceed our insurance coverage, our financial condition would be adversely affected. Clinical trials or regulatory approvals for any of our drug candidates could be suspended, which could adversely affect our results of operations and business, including by preventing or limiting the development and commercialization of any drug candidates that we or our collaborators may identify. Additionally, operating as a public company will make it more expensive for us to obtain directors and officers liability insurance. If we do not have adequate levels of directors and officers liability insurance, it may be more difficult for us to attract and retain qualified individuals to serve on our board of directors.
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A pandemic, epidemic, or outbreak of an infectious disease, such as COVID-19, may materially and adversely affect our business and our financial results and could cause a disruption to the development of our drug candidates.

Public health crises such as pandemics or similar outbreaks could adversely impact our business. In early 2020, a novel strain of a virus named SARS-CoV-2 (severe acute respiratory syndrome coronavirus 2), or coronavirus, which causes COVID-19, spread to most countries across the world and all 50 states within the U.S., including Utah and specifically Salt Lake City, where our primary office and laboratory space is located. The coronavirus pandemic is evolving, and to date has led to the implementation of various responses, including government-imposed quarantines, travel restrictions, and other public health safety measures. The extent to which the coronavirus impacts our operations or those of our third-party partners, including our preclinical studies or clinical trial operations, will depend on future developments, which are highly uncertain and cannot be predicted with confidence, including the duration of the outbreak, new information that will emerge concerning the severity of coronavirus infection, and the actions to contain the coronavirus or treat its impact, among others.

The continued spread of COVID-19 globally, or the evolution of a new variant of COVID-19 that is more contagious, has more severe effects, or is resistant to treatments or vaccinations, could adversely impact our preclinical or clinical trial operations in the U.S., including our ability to recruit and retain trial participants as well as principal investigators and site staff who, as healthcare providers, may have heightened exposure to COVID-19 if an outbreak occurs in their geography. For example, similar to other biopharmaceutical companies, we may experience protocol deviations and delays in initiating preclinical and clinical studies, enrollment or dosing of patients in our clinical trials, and activation of new trial sites. COVID-19 or any variants may also affect employees of third-party CROs located in affected geographies that we rely upon to carry out our clinical trials. In addition, as a result of medical complications associated with the diseases of the patients we seek to enroll and treat in our trials, the patient populations that our lead and other drug candidates target may be particularly susceptible to COVID-19 or any variants, which may make it more difficult for us to identify individuals able to enroll in our current and future clinical trials and may impact the ability of those enrolled to complete any such trials. Any negative impact COVID-19 or any variant has on enrollment or the execution of our drug trials could cause costly delays, which could adversely affect our ability to obtain regulatory approval for and to commercialize our drug candidates, increase our operating expenses, and have a material adverse effect on our financial results.

Additionally, timely enrollment in planned clinical trials is dependent upon clinical trial sites that could be adversely affected by global health issues, such as pandemics. We plan to conduct clinical trials for our drug candidates in geographies that are currently being affected by the coronavirus. Some factors from the coronavirus outbreak that will delay or otherwise adversely affect enrollment in the clinical trials of our drug candidates, as well as our business generally, include:

· the potential diversion of healthcare resources away from the conduct of clinical trials to focus on pandemic concerns, including the attention of physicians serving as our clinical trial investigators, hospitals serving as our clinical trial sites and hospital staff supporting the conduct of our prospective clinical trials;
· limitations on travel that could interrupt key trial and business activities, such as clinical trial site initiations and monitoring, domestic and international travel by employees, contractors or patients to clinical trial sites, including any government-imposed travel restrictions or quarantines that will impact the ability or willingness of patients, employees or contractors to travel to our clinical trial sites or secure visas or entry permissions, or a loss of face-to-face meetings and other interactions with potential partners, any of which could delay or adversely impact the conduct or progress of our prospective clinical trials;
· the potential negative effect on the operations of our third-party manufacturers;

· interruptions in global shipping affecting the transport of clinical trial materials, such as tissue samples, investigational drug product and comparator drugs and other supplies used in our studies; and
· business disruptions caused by potential workplace, laboratory and office closures and an increased reliance on employees working from home, disruptions to or delays in ongoing laboratory experiments and operations, staffing shortages, travel limitations or mass transit disruptions, any of which could adversely impact our business operations or delay necessary interactions with local regulators, ethics committees and other important agencies and contractors.

We have taken temporary precautionary measures intended to help minimize the risk of the coronavirus to our employees, including temporarily permitting certain employees to work remotely, suspending all non-essential travel worldwide for our employees and discouraging employee attendance at industry events and in-person work-related meetings, which could negatively affect our business. We cannot presently predict the scope and severity of the
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planned and potential shutdowns or disruptions of businesses and government agencies, such as the Securities and Exchange Commission (SEC) or FDA.

These and other factors arising from the coronavirus could worsen in countries that are already afflicted with the coronavirus or could continue to spread to additional countries. Any of these factors, and other factors related to any such disruptions that are unforeseen, could have a material adverse effect on our business and our results of operation and financial condition. Further, uncertainty around these and related issues could lead to adverse effects on the economy of the United States and other economies, which could impact our ability to raise the necessary capital needed to develop and commercialize our drug candidates.

If we fail to sufficiently manage and improve our technical hardware infrastructure, we may experience errors, delays and other performance problems.

We have experienced significant growth in the complexity of our data and the software tools that our hardware infrastructure supports. In addition, we need to properly manage and improve our technological hardware infrastructure in order to support changes in hardware and software parameters and the evolution of our tools. We have experienced, and may in the future experience, disruptions, outages, failures and other performance problems with our software tools or hardware infrastructure. These types of problems may be caused by a variety of factors, including infrastructure changes, human, mechanical, or software errors, viruses, security attacks, and fraud. In some instances, we may not be able to identify the cause or causes of these problems within an acceptable period of time or at all. If we do not accurately predict and identify our infrastructure requirements and failures, and timely enhance our infrastructure, our team may experience performance problems that may cause delays in our research and development programs, which could adversely affect our business, financial condition, results of operations, and prospects.

Even if any drug candidates we develop receive marketing approval, they may fail to achieve the degree of market acceptance by physicians, patients, healthcare payors, and others in the medical community necessary for commercial success.

The commercial success of our drug candidates will depend upon their degree of market acceptance by physicians, patients, third-party payors, and others in the medical community. Even if any drug candidates we may develop receive marketing approval, they may nonetheless fail to gain sufficient market acceptance by physicians, patients, healthcare payors, and others in the medical community. The degree of market acceptance of any drug candidates we may develop, if approved for commercial sale, will depend on a number of factors, including:

· their efficacy and safety as demonstrated in pivotal clinical trials and published in peer-reviewed journals;

· their potential and perceived advantages compared to alternative treatments, including any similar generic treatments;

· the prevalence and severity of any side effects or adverse events;

· our ability to offer these products for sale at competitive prices;

· our ability to offer appropriate patient access programs, such as co-pay assistance;their convenience and ease of dosing and administration compared to alternative treatments;
· the clinical indications for which the drug candidate is approved by the FDA or comparable regulatory agencies;

· product labeling or product insert requirements of the FDA or other comparable foreign regulatory authorities, including any limitations, contraindications, or warnings;

· restrictions on how the product is distributed;

· the timing of market introduction of competitive products;

· publicity concerning these products or competing products and treatments;

· the strength of marketing and distribution support; and

· favorable third-party coverage and sufficient reimbursement.

Sales of medical products also depend on the willingness of physicians to prescribe the treatment, which is likely to be based on a determination by these physicians that the products are safe, therapeutically-effective, and cost-effective. In addition, the inclusion or exclusion of products from treatment guidelines established by various physician groups, as well as the viewpoints of influential physicians, can affect the willingness of other physicians to prescribe the treatment. We cannot predict whether physicians, physicians’ organizations, hospitals, other healthcare providers, government agencies, or private insurers will determine that any product we may develop is safe, therapeutically effective and cost-effective as compared with competing treatments. If any drug candidates
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we develop do not achieve an adequate level of acceptance, we may not generate significant product revenue, and we may not become profitable.

If we are unable to establish sales and marketing capabilities or enter into agreements with third parties to sell and market any drug candidates we may develop, we may not be successful in commercializing those drug candidates, if and when they are approved.

We do not have a sales or marketing infrastructure and have little experience in the sale, marketing, or distribution of pharmaceutical products. To achieve commercial success for any approved product for which we retain sales and marketing responsibilities, we must either develop a sales and marketing organization, develop sales and marketing software solutions, or outsource these functions to third parties. In the future, we may choose to build a focused sales, marketing, and commercial support infrastructure to market and sell our drug candidates, if and when they are approved. We may also elect to enter into collaborations or strategic partnerships with third parties to engage in commercialization activities with respect to selected drug candidates, indications, or geographic territories, including territories outside the United States, although there is no guarantee we will be able to enter into these arrangements.

There are risks involved with both establishing our own commercial capabilities and entering into arrangements with third parties to perform these services. For example, recruiting and training a sales force or reimbursement specialists is expensive and time-consuming and could delay any product launch. If the commercial launch of a drug candidate for which we recruit a sales force and establish marketing and other commercialization capabilities is delayed or does not occur for any reason, we would have prematurely or unnecessarily incurred these commercialization expenses. This may be costly, and our investment would be lost if we cannot retain or reposition commercialization personnel. Factors that may inhibit our efforts to commercialize any approved product on our own include:

· the inability to recruit and retain adequate numbers of effective sales, marketing, reimbursement, customer service, medical affairs, and other support personnel;

· the inability of sales personnel or software tools to obtain access to physicians or persuade adequate numbers of physicians to prescribe any future approved products;

· the inability of reimbursement professionals to negotiate arrangements for formulary access, reimbursement, and other acceptance by payors;

· the inability to price products at a sufficient price point to enable an adequate and attractive level of profitability;

· restricted or closed distribution channels that make it difficult to distribute our products to segments of the patient population;

· the lack of complementary products to be offered by sales personnel, which may put us at a competitive disadvantage relative to companies with more extensive product lines; and
· unforeseen costs and expenses associated with creating an independent commercialization organization.

If we enter into arrangements with third parties to perform sales, marketing, commercial support, and distribution services, our product revenue or the profitability of product revenue may be lower than if we were to market and sell any products we may develop internally. In addition, we may not be successful in entering into arrangements with third parties to commercialize our drug candidates, or we may be unable to do so on terms that are favorable to us or them. We may have little control over such third parties, and any of them may fail to devote the necessary resources and attention to sell and market our products effectively, or they may expose us to legal and regulatory risk by not adhering to regulatory requirements and restrictions governing the sale and promotion of prescription drug products, including those restricting off-label promotion. If we do not establish commercialization capabilities successfully, either on our own or in collaboration with third parties, we will not be successful in commercializing any future approved drug candidates.

If we are unable to adequately source clinical and commercial supplies and services from third party vendors as our drug development pipeline increases and matures, it may adversely impact our ability to operate.

We currently utilize, and expect to continue to utilize, third parties to, among other things, manufacture raw materials, components, parts, and consumables, and to perform quality testing, including testing of materials for our platform. Particular risks to our platform include reliance on third-party equipment and instrument suppliers and consumable and reagent suppliers. As we increase development of drug products and commence clinical testing
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and commercialization, we will require expanded capacity across our supply chain. In addition, we may face heightened competition for necessary materials and services if the field of technology-enabled drug discovery continues to expand.

Our use of service providers and suppliers exposes us to risks, including, but not limited to:

· the inability of suppliers and service providers to grow their capacity to meet demand, whether from us or other drug manufacturers;

· termination or non-renewal of supply and service agreements with third parties in a manner or at a time that is costly or damaging to us;

· disruptions to the operations of these suppliers and service providers caused by conditions unrelated to our business or operations, including the bankruptcy of the supplier or service provider or force majeure events, such as the COVID-19 pandemic; and
· inspections of third-party facilities by regulatory authorities that could have a negative outcome and result in delays in, or termination of, their ability to meet our requirements.

The failure of third-party suppliers to fulfill our requirements for materials and services could adversely affect our ability to continue to operate our drug discovery platform and generate new insights that lead to successful drug candidates.

We are subject to regulatory and operational risks associated with the physical and digital infrastructure at both our internal facilities and those of our external service providers.

Our facilities in Salt Lake City, Utah have not been reviewed or pre-approved by any regulatory agency, nor have the facilities been inspected by any federal regulatory agency such as the FDA. An inspection by the FDA could disrupt our ability to generate data and develop drug candidates. Our laboratory facilities are designed to incorporate a significant level of automation of equipment, with integration of several digital systems to improve efficiency of research operations. We have attempted to achieve a high level of digitization for a research operation relative to industry standards. While this is meant to improve operational efficiency, this may pose additional risk of equipment malfunction and even overall system failure or shutdown due to internal or external factors including, but not limited to, design issues, system compatibility, or potential cybersecurity breaches. This may lead to delay in potential drug candidate identification or a shutdown of our facility. Any disruption in our data generation capabilities could cause delays in advancing new drug candidates into our pipeline, advancing existing programs, or enhancing the capabilities of our platform, including expanding our data, the occurrence of which could have a material adverse effect on our business, financial condition, results of operations, and prospects.

In the future, we may manufacture drug substances or products at our facilities for preclinical and clinical use, and we may face risks arising from our limited prior manufacturing capability and experience.

We do not currently have the infrastructure or capability internally to manufacture drug substances or products for preclinical, clinical, or commercial use. If, in the future, we decide to produce drug substances or products for preclinical and clinical use, the costs of developing suitable facilities and infrastructure and implementing appropriate manufacturing processes may be greater than expected. We may also have difficulty implementing the full operational state of the facility, causing delays to preclinical or clinical supply or the need to rely on third-party service providers, resulting in unplanned expenses.

As we expand our development and commercial capacity, we may establish manufacturing capabilities inside the Salt Lake City area or in other locations or geographies, which may lead to regulatory delays or prove costly. If we fail to select the correct location, complete construction in an efficient manner, recruit the appropriate personnel, and generally manage our growth effectively, the development and production of our investigational medicines could be delayed or curtailed.

Recursion, or the third parties upon whom we depend, may be adversely affected by natural disasters, and our business continuity and disaster recovery plans may not be adequate.

Our current operations are located in Salt Lake City, Utah and Milpitas, California. Any unplanned event, such as flood, fire, explosion, earthquake, extreme weather condition, medical epidemics, including any potential effects from the current global spread of COVID-19, power shortages, telecommunications failure, or other natural or man-
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made accidents or incidents that result in us being unable to fully utilize our facilities, or the manufacturing facilities of our third-party contract manufacturers, may have a material and adverse effect on our ability to operate our business and have significant negative consequences on our financial and operating conditions. Loss of access to these facilities may result in increased costs, delays in the development of our drug candidates, and interruption of our business operations. Natural disasters or pandemics, such as the COVID-19 outbreak, could further disrupt our operations and have a material and adverse effect on our business, financial condition, results of operations, and prospects. For example, we have instituted a temporary work from home policy for non-essential office personnel and it is possible that this could have a negative impact on the execution of our business plans and operations, especially because we rely on validating some of the drug discovery biology in our wet lab. Furthermore, our wet lab houses the robots used to produce our dataset that builds the Recursion Data Universe, which is a key means by which we conduct drug candidate discovery. If a natural disaster, power outage, or other event occurred that prevented us from using all or a significant portion of our headquarters or the datacenter where we collocate our graphics processing unit cluster; or damaged critical infrastructure or our robots, such as our research facilities or the manufacturing facilities of our third-party contract manufacturers; or otherwise disrupted operations, it may be difficult or, in certain cases, impossible, for us to continue our business for a substantial period of time. The disaster recovery and business continuity plans we have in place may prove inadequate in the event of a serious disaster or similar event.

Furthermore, we do not have a disaster recovery and business continuity plan for systems related to chemistry. We may incur substantial expenses as a result of the limited nature of our disaster recovery and business continuity plans, which could have a material adverse effect on our business. As part of our risk management policy, we maintain insurance coverage at levels that we believe are appropriate for our business. However, in the event of an accident or incident at these facilities, the amounts of insurance may not be sufficient to satisfy all damages and losses. If our facilities or the manufacturing facilities of our third-party contract manufacturers are unable to operate because of an accident or incident or for any other reason, even for a short period of time, any or all of our research and development programs may be harmed. Any business interruption may have a material and adverse effect on our business, financial condition, results of operations and prospects.

Furthermore, our facilities in Salt Lake City, Utah are located in a busy downtown area. Although we believe we have taken the necessary steps to ensure our operations are safe to the surrounding area, there could be a risk to the public if we were to conduct hazardous material research, including use of flammable chemicals and materials, at our facilities. To date, we have not received any complaints from the public associated with our operations. From time to time, we also hold public events in our Salt Lake City facilities. We have protocols in place to protect our facilities and the confidential information and assets inside; however, it is difficult to secure certain portions of our facilities and security of our confidential and proprietary information could be compromised. Despite the steps we have taken, the surrounding community may still perceive our facility as unsafe, which could have a material and adverse effect on our reputation and operations.

If we fail to comply with environmental, health and safety, or other laws and regulations, we could become subject to fines, penalties, or personal injury or property damages.

We are subject to numerous environmental, health and safety, and other laws and regulations, including those governing laboratory procedures and the handling, use, storage, treatment, and disposal of hazardous materials and wastes. Our operations involve the use of hazardous and flammable materials, including chemicals and biological and radioactive materials. Our operations also produce hazardous waste products. We generally contract with third parties for the disposal of these materials and wastes. We cannot eliminate the risk of contamination or injury from these materials. In the event of contamination or injury resulting from our use of hazardous materials, we could be held liable for significant damages for harm to persons or property, as well as civil or criminal fines and penalties. Although we maintain workers’ compensation insurance to cover costs and expenses arising from injuries to our employees resulting from the use of hazardous materials, this insurance may not provide adequate coverage against potential liabilities.

Our ability to utilize our net operating loss carryforwards and certain other tax attributes may be limited.

We have substantial federal net operating loss (NOL) carryforwards. Under Section 382 of the Internal Revenue Code of 1986, as amended, if a corporation undergoes an “ownership change,” its ability to use pre-change NOL carryforwards and certain other pre-change tax attributes (such as research tax credits) to offset its post-change income could be subject to an annual limitation. An “ownership change” is generally defined as a greater than 50%
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change by value in the ownership of the corporation’s equity over a three-year period. Such annual limitation could result in the expiration of a portion of our NOL carryforwards before utilization. If not utilized, the carryforwards will begin to expire in 2036. We may have experienced some ownership changes in the past and we may experience some ownership changes in the future as a result of subsequent shifts in our stock ownership; however, to date we have not determined whether an ownership change for the purposes of Section 382 of the Internal Revenue Code has occurred. Future legislative or regulatory changes could also negatively impact our ability to utilize our NOL carryforwards or other tax attributes. Similar provisions of state tax law may also suspend or otherwise limit the ability to use NOLs and accumulated state tax attributes. As a result, we may be unable to use all or a material portion of our NOL carryforwards and other tax attributes for federal and state tax purposes, which could result in increased tax liability and adversely affect our future cash flows.

If our estimates or judgments relating to our critical accounting policies prove to be incorrect, or financial reporting standards or interpretations change, our results of operations could be adversely affected.

The preparation of financial statements in conformity with generally accepted accounting principles in the United States (U.S. GAAP) requires management to make estimates and assumptions that affect the amounts reported in the consolidated financial statements and accompanying notes. We base our estimates on historical experience, known trends and events, and various other factors that we believe to be reasonable under the circumstances, as provided in “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Critical Accounting Policies and Use of Estimates.” The results of these estimates form the basis for making judgments about the carrying values of assets and liabilities that are not readily apparent from other sources. Significant assumptions and estimates used in preparing our consolidated financial statements include stock-based compensation and valuation of our equity investments in early-stage biotechnology companies. Our results of operations may be adversely affected if our assumptions change or if actual circumstances differ from those in our assumptions.

Additionally, we regularly monitor our compliance with applicable financial reporting standards and review new pronouncements and drafts thereof that are relevant to us. As a result of new standards, changes to existing standards, or changes in their interpretation, we might be required to change our accounting policies, alter our operational policies, and implement new or enhanced systems so that they reflect new or amended financial reporting standards, or we may be required to restate our published financial statements, which may have an adverse effect on our financial position and reputation.


Risks Related to Our Reliance on Third Parties

Third parties that perform some of our research and preclinical testing or conduct our clinical trials may not perform satisfactorily or their agreements may be terminated.

We currently rely, and expect to continue to rely, on third parties to conduct some aspects of research and preclinical testing and clinical trials. The third parties include clinical research organizations, clinical data management organizations, medical institutions, and principal investigators. Any of these third parties may fail to fulfill their contractual obligations, including by not meeting deadlines for the completion of research, testing, or trials, or we or they may terminate their engagements with us. If any of our relationships with these third parties terminate, we may not be able to enter into arrangements with alternative third parties on commercially reasonable terms, or at all. If we need to enter into alternative arrangements, it could delay product development activities.

Our reliance on third parties for research and development activities reduces our control over these activities, but does not relieve us of our responsibilities. For example, we remain responsible for ensuring that each of our respective clinical trials is conducted in accordance with the general investigational plan and protocols for the trial, as well as applicable legal, regulatory, and scientific standards. We also are required to register ongoing clinical trials and post the results of completed clinical trials on a government-sponsored database within certain timeframes. In addition, the FDA and comparable foreign regulatory authorities require compliance with good clinical practices (GCP) guidelines for conducting, recording, and reporting the results of clinical trials to assure that data and reported results are credible, reproducible, and accurate, and that the rights, integrity, and confidentiality of trial
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participants are protected. Regulatory authorities enforce GCP compliance through periodic inspections of trial sponsors, principal investigators, and trial sites. If we or any of the third parties fail to comply with applicable GCP regulations, some or all of the clinical data generated in our clinical trials may be deemed unreliable, and the FDA or comparable foreign regulatory authorities may require us to perform additional nonclinical or clinical trials or to enroll additional patients before approving our marketing applications. In addition, if we or the third parties fail to comply with our stated protocols or applicable laws and regulations during the conduct of clinical trials, we could be subject to warning letters or enforcement actions by the FDA and comparable foreign regulatory authorities, which could result in civil penalties or criminal prosecution, as well as adverse publicity that harms our business.

We also will not be able to obtain, or may be delayed in obtaining, marketing approvals for any drug candidates we may develop if these third parties do not successfully carry out their contractual duties, meet expected deadlines, or conduct clinical trials in accordance with our stated protocols or regulatory requirements. As a result, we may be delayed or unable to successfully commercialize our medicines.

Third parties that manufacture our drug candidates for preclinical development and clinical testing, and that we expect to continue to do so for commercialization, may not provide sufficient quantities of our drug candidates or products at an acceptable cost, which could delay, impair, or prevent our development or commercialization efforts.

We do not currently own or operate any manufacturing facilities and have no manufacturing personnel, although we are in the process of securing a facility to establish production capabilities for preclinical animal studies and early human clinical trials. We rely, and expect to continue to rely, on third parties for drug supplies for our clinical trials, the manufacture of many of our drug candidates for preclinical development and clinical testing, as well as the commercial manufacture of our products if any of our drug candidates receive marketing approval. We may be unable to establish necessary agreements with third-party manufacturers or to do so on acceptable terms. This reliance on third parties increases the risk that we will not have sufficient quantities of our drug candidates or products, or have sufficient quantities at an acceptable cost or quality, which could delay, impair, or prevent our development or commercialization efforts.

In addition, the facilities used by our contract manufacturers to manufacture our drug candidates must be inspected by the FDA pursuant to pre-approval inspections that will be conducted after we submit our marketing applications to the FDA. We do not expect to control the manufacturing process of, and will be completely dependent on, our contract manufacturers for compliance with current good manufacturing practice guidelines (cGMP) in connection with the manufacture of our drug candidates in the near to intermediate term, or possibly the long term. If our contract manufacturers cannot maintain adequate quality control and qualified personnel to successfully manufacture material that conforms to our specifications and the strict regulatory requirements of the FDA or others, they will not be able to pass regulatory inspections and/or maintain regulatory compliance for their manufacturing facilities.

If the FDA or a comparable foreign regulatory authority finds deficiencies with or does not approve these facilities for the manufacture of our drug candidates, or if it finds deficiencies or withdraws any such approval in the future, we may need to find alternative manufacturing facilities, which would significantly impact our ability to develop, obtain regulatory approval for, or market our drug candidates, if approved. There are a limited number of manufacturers that operate under cGMP regulations and that might be capable of manufacturing for us. Our drug candidates and any products that we may develop may compete with the drug candidates and approved products of other companies for access to manufacturing facilities or capacity, which may further restrict our ability to secure manufacturing sites.

Further, our failure, or the failure of our third-party manufacturers, to comply with applicable regulations could result in sanctions being imposed on us, including clinical holds, fines, injunctions, civil penalties, delays, suspension or withdrawal of approvals, license revocation, seizures or recalls of drug candidates or products that may be approved, operating restrictions, and criminal prosecutions, any of which could significantly and adversely affect our business and supplies of our drug candidates.

Even if we are able to establish agreements with third-party manufacturers, reliance on third-party manufacturers entails additional risks, including:

•	reliance on the third party for regulatory compliance and quality assurance;
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· the possible breach of the manufacturing agreement by the third party;

· the possible misappropriation of our proprietary information, including our trade secrets and know-how; and

· the possible termination or nonrenewal of the agreement by the third party at a time that is costly or inconvenient for us.

Any performance failure on the part of our existing or future manufacturers could delay clinical development or marketing approval. If our current contract manufacturers cannot perform as agreed, we may be required to replace such manufacturers. We may incur added costs and delays in identifying and qualifying any such replacement.

Our current and anticipated future dependence upon others for the manufacture of our drug candidates or products may adversely affect our future profit margins and our ability to commercialize any products that receive marketing approval on a timely and competitive basis.

Any performance failure on the part of our distributors could delay clinical development or marketing approval of any drug candidates we may develop or commercialization of our medicines, producing additional losses and depriving us of potential product revenue.

Third parties that supply certain equipment and the active pharmaceutical ingredients used in our drug candidates are our only sources of supply, and the loss of any of these suppliers could significantly harm our business.

Certain of our specialized equipment, as well as the API used in our drug candidates, are supplied to us from single-source suppliers. Our ability to successfully develop our drug candidates, and to ultimately supply our commercial products in quantities sufficient to meet the market demand, depends in part on our ability to obtain equipment and the API for these products in accordance with regulatory requirements and in sufficient quantities for clinical testing and commercialization. We do not currently have arrangements in place for a redundant or second-source supply of any such equipment or ingredients in the event any of our current suppliers fails or is unable to meet our requirements for any reason.

We are not certain, however, that our single-source suppliers will be able to meet our demand for their products, either because of the nature of our agreements with those suppliers, our limited experience with those suppliers or our relative importance as a customer to those suppliers. It may be difficult for us to assess their ability to timely meet our demand in the future based on past performance. While our suppliers have generally met our demand for their products on a timely basis in the past, they may subordinate our needs in the future to their other customers.

For all of our drug candidates, we intend to identify and qualify additional vendors and manufacturers to provide equipment or API prior to our submission of an NDA to the FDA and/or an MAA to the EMA. Establishing additional or replacement suppliers for certain equipment and the API used in our drug candidates, if required, may not be accomplished quickly. If we are able to find a replacement supplier, such replacement supplier would need to be qualified and may require additional regulatory inspection or approval, which could result in further delay.

While we seek to maintain adequate inventory of the API used in our drug candidates, any interruption or delay in the supply of components or materials, or our inability to obtain such API from alternate sources at acceptable prices in a timely manner could impede, delay, limit or prevent our development efforts, which could harm our business, results of operations, financial condition and prospects. For all of our drug candidates, we intend to identify and qualify additional vendors and manufacturers to provide such equipment or API prior to submission of an NDA to the FDA and/or an MAA to the EMA.

We may seek to establish additional collaborations for clinical development or commercialization of our drug candidates, and, if we are not able to establish them on commercially reasonable terms, or at all, we may have to alter our development and commercialization plans.

Our product development programs and the potential commercialization of our drug candidates will require substantial additional cash to fund expenses. For some of our drug candidates, we may decide to collaborate with additional pharmaceutical and biotechnology companies for the development and potential commercialization of
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those drug candidates. In the near term, the value of our company will depend in part on the number and quality of the collaborations that we create.

Potential collaborators may reject proposed collaborations for various reasons, including their assessment of our financial, regulatory, or intellectual property position. Whether we reach a definitive agreement for a collaboration will depend, among other things, upon our assessment of the collaborator’s resources and expertise, the terms and conditions of the proposed collaboration, and the proposed collaborator’s evaluation of a number of factors. Those factors may include the design or results of clinical trials, the likelihood of approval by the FDA or similar regulatory authorities outside the United States, the potential market for the subject drug candidate, the costs and complexities of manufacturing and delivering such drug candidate to patients, the potential of competing products, the existence of uncertainty with respect to our ownership of technology, which can exist if there is a challenge to such ownership without regard to the merits of the challenge and industry and market conditions generally. The collaborator may also consider alternative drug candidates or technologies for similar indications that may be available to collaborate on and whether such a collaboration could be more attractive than the one with us for our drug candidate. The terms of any additional collaborations or other arrangements that we may establish may not be favorable to us.

Collaborative relationships with third parties could cause us to expend significant resources and incur substantial business risk with no assurance of financial return.

Management of our relationships with collaborators will require:

· significant time and effort from our management team;

· coordination of our marketing and research and development programs with the marketing and research and development priorities of our collaborators; and

· effective allocation of our resources to multiple projects.

If we are unable to establish or maintain such strategic collaborations on terms favorable to us in the future, our research and development efforts and potential to generate revenue may be limited.

We may also be restricted under collaboration agreements from entering into future agreements on certain terms with potential collaborators. Collaborations are complex and time-consuming to negotiate and document. In addition, the significant number of recent business combinations among large pharmaceutical companies has resulted in a reduced number of potential future collaborators.

We may not be able to negotiate additional collaborations on a timely basis, on acceptable terms, or at all. If we are unable to do so, we may have to curtail the development of the drug candidate for which we are seeking to collaborate, reduce or delay its development program or one or more of our other development programs, delay its potential commercialization or reduce the scope of any sales or marketing activities, or increase our expenditures and undertake development or commercialization activities at our own expense. If we elect to increase our expenditures to fund development or commercialization activities on our own, we may need to obtain additional capital, which may not be available to us on acceptable terms or at all. If we do not have sufficient funds, we may not be able to further develop our drug candidates or bring them to market and generate product revenue. Even if we successfully establish new collaborations, these relationships may never result in the successful development or commercialization of drug candidates or the generation of sales revenue. The success of our collaboration arrangements will depend heavily on the efforts and activities of our collaborators. Collaborators generally have significant discretion in determining the efforts and resources that they will apply to these collaborations. To the extent that we enter into collaborative arrangements, the related product revenues are likely to be lower than if we directly marketed and sold products. Such collaborators may also consider alternative drug candidates or technologies for similar indications that may be available to collaborate on and whether such a collaboration could be more attractive than the one with us for any future drug candidate. Disagreements between parties to a collaboration arrangement regarding clinical development or commercialization matters can lead to delays in the development process or commercialization of the applicable drug candidate and, in some cases, the termination of the collaboration arrangement. These disagreements can be difficult to resolve if neither of the parties has final decision-making authority. Collaborations with pharmaceutical or biotechnology companies or other third parties often are terminated or allowed to expire by the other party. Any such termination or expiration would adversely affect us financially and could harm our business reputation. If we were to become involved in arbitration or litigation with any of our collaborators it would consume time and divert management resources away from
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operations, damage our reputation and impact our ability to enter into future collaboration agreements and may result in substantial payments from us to our collaborators to settle any disputes.

Risks Related to Our Intellectual Property


Our success significantly depends on our ability to obtain patents of adequate scope covering our proprietary technology and products.

We currently directly hold various issued patents and patent applications, or have exclusive license or option rights to issued patents and patent applications, in each case in the U.S. as well as other countries that protect our products, product candidates, and platform technologies. We anticipate filing additional patent applications both in the U.S. and elsewhere. Our commercial success will depend in significant part on our ability to obtain, maintain, protect, and enforce our patents and other intellectual property rights in the U.S. and other countries for our drug candidates and our core technologies important to the development and implementation of our business, including our phenomics platform, preclinical and clinical assets, and related know-how. The patent process is expensive, time consuming, and complex, and we may not be able to obtain patents on certain aspects of our technology and products in a timely fashion, at a reasonable cost, in all jurisdictions, or at all, and any potential patent coverage we obtain may not be sufficient to prevent substantial competition. Moreover, in some circumstances with respect to technology that we license from third parties, we do not have the right to control the preparation, filing, and prosecution of patent applications, or to maintain the patents.

The patent positions of pharmaceutical, biotechnology, and other life sciences companies can be highly uncertain and involve complex legal and factual questions for which important legal principles remain unresolved. No consistent policy regarding the breadth of claims allowed in biotechnology patents has emerged to date in the U.S. and tests used for determining the patentability of patent claims in all technologies are in flux. The pharmaceutical, biotechnology, and other life sciences patent situation outside the U.S. can be even more uncertain.

The U.S. Patent and Trademark Office (USPTO) and patent offices in other jurisdictions have often required that patent applications concerning pharmaceutical and/or biotechnology-related inventions be limited or narrowed substantially to cover only the specific innovations exemplified in the patent application, thereby limiting the scope of protection against competitive challenges. Accordingly, even if we or our licensors are able to obtain patents, the patents might be substantially narrower than anticipated. Patents that may be issued to us may also be subjected to further governmental review that may ultimately result in the reduction of their scope of protection.

Other parties that have developed technologies that are related or competitive to our own may file or receive patents for inventions that overlap or conflict with those claimed in our own patent. Publications of discoveries in scientific literature often lag behind the actual discoveries, and patent applications in the U.S. and other jurisdictions are typically not published until 18 months after filing, or in some cases not at all. Therefore, we cannot know with certainty whether we or our licensors were the first to make the inventions claimed in our owned or licensed patents or pending patent applications, or that we or our licensors were the first to file for patent protection of such inventions. We also may fail to identify patentable aspects of our technology and research and development output in time to obtain patent protection.

In addition, patents have a limited lifespan. In the United States, the natural expiration of a patent is generally 20 years after its first effective, non-provisional filing date. Given the amount of time required for the development, testing, and regulatory review of new drug candidates, patents protecting such candidates might expire before or shortly after the candidates are commercialized.

We currently do not own or in-license any issued patents with respect to certain of our programs, including our REC-3599 product candidate, our lead molecules for the treatment of C. difficile colitis (REC-163964, REC-164014, and REC-164067), our lead molecules for the treatment of neuroinflammation (REC-648455, REC-648597, and REC-648677), our lead molecules for the treatment of Batten disease (REC-648190, REC-259618, and REC-648647), or the lead molecules for the treatment of CMT2A (REC-64810, REC-648458, REC-1262, and
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REC-150357), REC-64151 for the treatment of STK11-mutant immune checkpoint resistance in non-small cell lung cancer and MYC inhibitory molecules for the treatment of solid and hematological malignancies.

The issuance of a patent is not conclusive as to its inventorship, scope, validity, or enforceability, and our owned and licensed patents may be challenged in the patent offices and courts in the United States and abroad. Moreover, even if unchallenged, our owned patent portfolio and any patent portfolio we may license in the future may not provide us with any meaningful protection or prevent competitors from designing around our patent claims to circumvent our owned or licensed patents by developing similar or alternative technologies or products in a non-infringing manner. For example, a third party may develop a competitive product that provides benefits similar to one or more of our drug candidates, but that has a different composition that falls outside the scope of our patent protection.

If we fail to obtain and maintain adequate intellectual property protection covering any technology, invention, or improvement that is important to our business, or if the scope of the patent protection obtained is not sufficiently broad, we may not be able to prevent third parties from launching generic versions of our products, from using our proprietary technologies, or from marketing products that are very similar or identical to ours. This could have a material, adverse effect on our ability to successfully commercialize our technology and products, and on our business and results of operations.

Our pending patent applications and future patent applications may issue with a limited scope, if at all.

We have a number of patent applications covering our drug candidates pending before the USPTO, and prosecution has yet to commence for many of these. Patent prosecution is a lengthy process, during which the scope of the claims initially submitted for examination by the USPTO may be significantly narrowed by the time they issue, if at all. For example, we may be subject to a third-party submission of prior art to the USPTO challenging the priority of an invention claimed within one of our patents, which submissions may also be made prior to a patent’s issuance, precluding the granting of any of our pending patent applications. Further, inadvertent or intentional public disclosures of our inventions prior to the filing of a patent application have precluded, and in the future may preclude us from obtaining patent protection in certain jurisdictions. We may become involved in opposition, derivation, reexamination, inter parties review, post-grant review, or interference proceedings challenging our patent rights or the patent rights of others from whom we have obtained licenses to such rights. An adverse determination in any such submission or proceeding may result in loss of exclusivity or freedom to operate or in patent claims being narrowed, invalidated or held unenforceable, in whole or in part, which could limit our ability to stop others from using or commercializing similar or identical technology and products, without payment to us, or could limit the duration of the patent protection covering our technology and drug candidates. Such challenges may also result in our inability to manufacture or commercialize our drug candidates without infringing third-party patent rights. In addition, if the breadth or strength of protection provided by our patents and patent applications is threatened, it could dissuade companies from collaborating with us to license, develop or commercialize current or future drug candidates.

We also currently own a number of U.S. provisional patent applications. These provisional applications are not eligible to become issued patents until, among other things, we file a non-provisional patent application within 12 months of filing one or more of our related provisional patent applications. If we do not timely file any non-provisional patent applications, we may lose our priority dates with respect to our provisional patent applications and any patent protection on the inventions disclosed in our provisional patent applications.

We cannot provide any assurances that any of our pending patent applications will issue, or that any of our pending patent applications that mature into issued patents will include claims with a scope sufficient to protect our drug candidates from competition.

Obtaining and maintaining patent protection depends on compliance with various procedural, document submission, fee payment, and other requirements imposed by governmental patent agencies, and our patent protection could be reduced or eliminated for non-compliance with these requirements.

The USPTO and various foreign governmental patent agencies require compliance with a number of procedural, documentary, fee payment, and other similar provisions during the patent application and prosecution process. In
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addition, periodic maintenance fees, renewal fees, annuity fees, and other governmental fees on patents and/or patent applications often must be paid to the USPTO and foreign patent agencies over the lifetime of the patent and/or patent application. While an unintentional lapse can in many cases be cured by payment of a late fee or by other means in accordance with the applicable rules, there are situations in which non-compliance can result in abandonment or lapse of the patent or patent application, resulting in partial or complete loss of patent rights in the relevant jurisdiction. Non-compliance events that could result in abandonment or lapse of a patent or patent application include, but are not limited to, failure to respond to official actions within prescribed time limits, non-payment of fees and failure to properly legalize and submit formal documents. If we fail to maintain the patents and patent applications covering our products or procedures, we may not be able to stop a competitor from marketing products that are the same as or similar to our drug candidates, which would have a material adverse effect on our business.

Our current proprietary position for certain drug candidates depends upon our owned or in-licensed patent filings covering components of such drug candidates, manufacturing-related methods, formulations, and/or methods of use, which may not adequately prevent a competitor or other third party from using the same drug candidate for the same or a different use.

Composition of matter patent protection is generally considered to be desirable for drug products because it provides protection without regard to any particular method of use or manufacturing, or formulation. For some of the molecules that we in-license from our collaboration partners, we cannot rely on composition of matter patent protection as the term on those patents has expired or is close to expiring.

Method of use patents protect the use of a product for the specified method and formulation patents cover formulations to deliver therapeutics. While we file applications covering method of use for our programs at appropriate times in the development process, we cannot be certain that claims in any future patents issuing from these applications will cover all commercially-relevant applications of molecules in competing uses. These types of patents do not prevent a competitor or other third party from developing, marketing, or commercializing a similar or identical product for an indication that is outside the scope of the patented method, or from developing a different formulation that is outside the scope of the patented formulation. Moreover, with respect to method of use patents, even if competitors or other third parties do not actively promote their product for our targeted indications or uses for which we may obtain patents, physicians may recommend that patients use these products off-label, or patients may do so themselves. Although off-label use may infringe or contribute to the infringement of method of use patents, the practice is common and this type of infringement is difficult to prevent or enforce. Additionally, some commercially-relevant jurisdictions do not allow for patents covering a new method of use of an otherwise-known molecule. Consequently, we may not be able to prevent third parties from practicing our inventions in the United States or abroad, which may have a material adverse effect on our business.

If we do not obtain patent term extension and data exclusivity for any drug candidates we may develop, our business may be materially harmed.

Depending upon the timing, duration, and specifics of any FDA marketing approval of any drug candidates we may develop, one or more of our U.S. patents may be eligible for limited patent term extension under the Drug Price Competition and Patent Term Restoration Action of 1984, referred to as the Hatch-Waxman Amendments. The Hatch-Waxman Amendments permit a patent extension term of up to five years as compensation for patent term lost during the FDA regulatory review process. A patent term extension cannot extend the remaining term of a patent beyond 14 years from the date of product approval. Only one patent may be extended and only those claims covering the approved drug, a method for using it, or a method for manufacturing it may be extended. However, we may not be granted an extension because of, for example, failing to exercise due diligence during the testing phase or regulatory review process, failing to apply within applicable deadlines, failing to apply prior to expiration of relevant patents, or otherwise failing to satisfy applicable requirements. Moreover, the applicable time period or the scope of patent protection afforded could be less than we request. If we are unable to obtain patent term extension or the term of any such extension is less than we request, our competitors may obtain approval of competing products following our patent expiration, and our business, financial condition, results of operations and prospects could be materially harmed.
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We may need to license certain intellectual property from third parties, and such licenses may not be available or may not be available on commercially reasonable terms.

A third party may hold intellectual property, including patent rights, that are important or necessary to the development of our products. It may be necessary for us to use the patented or proprietary technology of third parties to commercialize our products, in which case we would be required to obtain a license from these third parties on commercially reasonable terms, or our business could be harmed, possibly materially. For example, when we explore repurposing molecules owned by our collaboration partners or other third parties, we in-license the rights to use those molecules for our use. If we were not able to obtain a license, or were not able to obtain a license on commercially reasonable terms or with sufficient breadth to cover the intended use of third-party intellectual property, our business could be materially harmed.

If the owners of patent rights that we license do not properly or successfully obtain, maintain, or enforce the patents underlying such licenses, our competitive position and business prospects may be harmed.

We are a party to license agreements that give us rights to third-party intellectual property that is necessary or useful for our business, and we expect to enter into additional license agreements to third-party intellectual property in the future. For example, we have obtained licenses from third parties to patent rights covering a number of our clinical drug candidates and licenses (implied or explicit) from certain other parties for technology used in our drug discovery efforts. Our success will depend in part on the ability of us or our licensors to obtain, maintain, and enforce patent protection for our licensed products. In some circumstances we do not have the right to control these activities, and we are subject to the risk that our licensors may not successfully prosecute the patent applications we license. Even if patents issue in respect of these patent applications, our licensors may fail to maintain these patents, may determine not to pursue litigation against other companies infringing these patents, or may pursue such litigation less aggressively than we would. Where we have the right to seek patents for our licensed products, we may require the cooperation of our licensors and collaborators to enforce any licensed patent rights, and such cooperation may not be provided. Therefore, these patents and applications may not be prosecuted and enforced in a manner consistent with the best interests of our business. Without protection for the intellectual property we license, other companies might be able to offer substantially identical products for sale, which could adversely affect our competitive business position and harm our business prospects.

Changes to the patent law in the United States and other jurisdictions could diminish the value of patents in general and impact the validity, scope, or enforceability of our patent rights.

Changes in patent laws and regulations, developments in patent case law, and resulting uncertainties may affect our ability to obtain, enforce, and defend our patent rights to protect our technology and products, and increase the associated costs. Recent patent reform legislation in the United States and other countries could increase those impacts, uncertainties, and costs.

For example, the Leahy-Smith America Invents Act (the America Invents Act), signed into law in 2011, made a number of significant changes to U.S. patent law. These included transitioning the United States from a “first to invent” to a “first inventor to file” system. The legislation also created processes, such as inter parties review and other post-grant review processes, that permit third parties to challenge the validity of granted patents in USPTO proceedings, in which there is a lower evidentiary standard to invalidate a patent claim compared to that in the U.S. federal courts. The USPTO continues to issue new regulations and procedures under the America Invents Act and the courts have yet to address many of the substantive provisions. Accordingly, it is not clear what, if any, impact the America Invents Act and its implementation will ultimately have on our ability to obtain patents based on our discoveries and to enforce or defend our issued patents.

In addition, the U.S. Supreme Court has ruled on several patent cases in recent years, either narrowing the scope of patent protection available in certain circumstances or weakening the rights of patent owners in certain
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situations. Additionally, there have been recent proposals for further changes to the patent laws of the United States and other countries that, if adopted, could impact our ability to obtain patent protection for, and enforce our rights in, our proprietary technology.

Depending on future actions by the U.S. Congress, the U.S. courts, the USPTO, and the relevant law-making bodies in other countries, the laws and regulations governing patents could change in unpredictable ways that could weaken our ability to obtain new patents or to enforce any patents that we currently hold or obtain in the future. If we fail to obtain and maintain adequate intellectual property protection, we may not be able to prevent third parties from using our proprietary technologies or from marketing products that are very similar or identical to ours, which could have a material adverse effect on our business and financial condition.

We may not be able to effectively prosecute and enforce our intellectual property rights throughout the world.

Patent protection must be sought on a country-by-country basis, which is an expensive and time-consuming process with uncertain outcomes. The requirements for patentability may differ in certain countries, particularly in developing countries.

Filing, prosecuting, and defending patents on our drug candidates in all countries throughout the world would be prohibitively expensive. Accordingly, we may choose not to seek, and therefore will not have the benefit of, patent protection in certain countries. Additionally, the patent laws of some foreign countries, including some jurisdictions of significant commercial interest, do not afford intellectual property protection to the same extent as the laws of the United States, particularly with regard to software technologies and methods of treatment involving existing drugs. The legal systems of some countries, particularly developing countries, do not favor the enforcement of patents and other intellectual property rights. This could make it difficult for us to stop the infringement of our patents, if obtained, or the misappropriation of our other intellectual property rights. For example, many foreign countries have compulsory licensing laws under which a patent owner must grant licenses to third parties and/or which limit the enforceability of patents against third parties, including government agencies or government contractors. Consequently, we and our licensors may have limited remedies in those foreign countries if patents are infringed or if we or our licensors are compelled to grant a license to a third party, which could materially diminish the value of those patents and could limit our potential revenue opportunities. In addition, competitors may use our technologies to develop their own products that compete with ours in jurisdictions where we have not obtained patent protection, or in territories where we have patent protection but our ability to enforce our patents to stop infringing activities is inadequate.

Proceedings to enforce our patent rights in foreign jurisdictions, whether or not successful, could result in substantial costs and divert our efforts and resources from other aspects of our business. Furthermore, while we intend to protect our intellectual property rights in the major markets for our drug candidates, we cannot ensure that we will be able to initiate or maintain similar efforts, or obtain similar patent scope, in all jurisdictions in which we may wish to market our drug candidates. Accordingly, our efforts to protect our intellectual property rights in such countries may be inadequate to obtain a significant commercial advantage from the intellectual property that we own or license.

Intellectual property rights do not necessarily address all potential threats.

The degree of future protection afforded by our intellectual property rights, and particularly those arising from patents, is uncertain because these rights have limitations and may not adequately protect our business or permit us to maintain our competitive advantage. Examples where our intellectual property rights may not further our competitive advantage include, but are not limited to, the following:

· others may be able to make products that are similar to our drug candidates or utilize similar technology but that are not covered by the claims of the patents that we license or own;
· others may be able to duplicate or utilize similar technology in a manner that infringes our patents but is undetectable or done in a jurisdiction where we have not secured, or cannot secure or enforce, patent rights;
· we, or our licensors or collaborators, might not have been the first to make the inventions covered by the pending patent application or issued patent that we own or license;


63
[image: ]

· we, or our licensors or collaborators, might not have been the first to file patent applications covering our or their inventions;

· others may independently develop similar or alternative technologies or duplicate any of our technologies without infringing our owned or licensed intellectual property rights;

· our present and future pending patent applications (whether owned or licensed) do not result in issued patents;

· issued patents that we hold rights to may be held invalid or unenforceable, including as a result of legal challenges by our competitors or other third parties;

· our competitors or other third parties might conduct research and development activities in countries where we do not have patent rights and then use the information learned from such activities to develop competitive products for sale in our major commercial markets;
· we may not develop additional proprietary technologies that are patentable;

· the patents of others may harm our business; and

· we may choose not to file a patent in order to maintain certain trade secrets or know-how, and a third party may subsequently file a patent covering such intellectual property.

Should any of these events occur, they could have a material adverse effect on our business and results of operations.

If we are unable to protect the confidentiality of our trade secrets and know-how, our business and competitive position may be harmed.

In addition to the protection afforded by patents, we rely on trade secret protection and contractual arrangements to protect proprietary know-how, information, and technology that is not covered by our patents. With respect to curating our data and our library of small molecules generally, we consider trade secrets and know-how to be our primary intellectual property. We seek to protect our proprietary technology and processes, in part, by entering into confidentiality agreements with our collaborators, scientific advisors, employees, and consultants. Our agreements with our employees and consultants also require them to acknowledge ownership by us of inventions they may conceive as a result of their work for us and to perfect such ownership by assignment. However, we may not be able to prevent the unauthorized disclosure or use of our trade secrets or other confidential information through these agreements or other preventative measures. In addition, third parties, including our competitors, could independently develop and lawfully use the same or substantially equivalent trade secrets and know-how.

Unpatented proprietary rights, including trade secrets and know-how, can be difficult to protect and may lose their value if their secrecy is lost or they are independently developed by a third party. Any loss of trade secret protection or other unpatented proprietary rights could harm our business, results of operations, and financial condition.

We may be subject to claims that we or our employees have wrongfully used or disclosed alleged trade secrets of third parties or are in breach of their non-competition or non-solicitation agreements with third parties.

We take efforts intended to ensure that our employees and consultants do not use the intellectual property, proprietary information, know-how, or trade secrets of others in their work for us, or breach any applicable non-competition or non-solicitation agreement. However, we may in the future be subject to claims that we or these individuals have, inadvertently or otherwise, used or disclosed the alleged trade secrets or other proprietary information of a third party, including a former employer or competitor, or that we caused an employee or contractor to breach the terms of their non-competition or non-solicitation agreement with a third party. In addition, while it is our policy to require our employees and contractors who may be involved in the conception or development of intellectual property to execute agreements assigning such intellectual property to us, we may be unsuccessful in obtaining such agreements or an assignment of rights to us.

Litigation may be necessary to defend against or enforce these claims, which may be costly, a distraction to management, and of uncertain outcome. If we are found liable for disclosure or misuse of a third party’s proprietary information, or are unable to secure rights to intellectual property developed by an employee or contractor, in addition to requiring us to pay damages, a court could prohibit us from using technologies or features that may be essential to our drug candidates that incorporate or are derived from such proprietary information, in addition to
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awarding damages. Moreover, any such litigation could also adversely affect our ability to hire or retain employees or contractors. If we are unable to establish our rights to valuable intellectual property or retain key personnel, it may prevent us from successfully commercializing our drug candidates and have an adverse effect on our business, financial condition, and results of operation.

Litigation to defend against third party claims that we are infringing their intellectual property rights, or to enforce our intellectual property rights, presents numerous risks.

The biotechnology and pharmaceutical industries are characterized by extensive and frequent litigation regarding patents and other intellectual property rights. Intellectual property litigation or other legal proceedings, with or without merit, is generally expensive and time consuming, potentially distracting to technical and management personnel, and subject to uncertain outcomes. We may not have sufficient financial or other resources to adequately conduct such litigation or proceedings. Some of our competitors may be able to sustain the costs of such litigation or proceedings more effectively than we can because of their greater financial resources and more mature and developed intellectual property portfolios.

Our commercial success depends upon our ability, and that of our collaborators, to develop, manufacture, market, and sell our drug candidates, and to use our proprietary technologies, without infringing, misappropriating, or otherwise violating the intellectual property or proprietary rights of third parties. Given the vast and continually increasing number of patents in our field of technology, we cannot be certain that we do not infringe existing patents or that we will not infringe patents granted in the future. We may in the future become party to, or threatened with, litigation or adversarial proceedings, including interference proceedings before the USPTO, initiated by our competitors or other third parties alleging that our products or technologies are covered by their patents.

Many companies have obtained patents or filed patent applications in areas important to our business, including artificial intelligence and deep learning, technology-aided drug discovery, CRISPR, high-throughput screening, and combinations of any or all of these fields. For example, we sublicense CRISPR-Cas9 gene editing technology from a licensed vendor, which provides critical tools upon which portions of our drug discovery process relies. CRISPR-Cas9 gene editing is a field that is highly active for patent filings and there are ongoing disputes between third parties, which we are not party to, regarding the ownership of and licensing rights related to the technology. The extensive patent filings related to CRISPR and Cas make it difficult for us to assess the full extent of relevant patents and pending applications that may cover this technology, and there may be third-party patents, or pending patent applications with claims that may issue in the future, covering our use of CRISPR-Cas9.

If a patent holder believes our product or drug candidate infringes on its patent, they may sue us even if we have received patent protection for our technology. Moreover, we may face patent infringement claims from non-practicing entities that have no relevant product revenue and against whom our owned or licensed patent portfolio has no deterrent effect. There is a presumption of validity for patents in U.S. federal courts that can only be overcome by clear and convincing evidence, which is a high burden. We may also face claims based on the theft or unauthorized use or disclosure of third-party trade secrets and other confidential business information.

If we or our collaborators are found to infringe a third party’s patent or other intellectual property rights, it could result in significant damages and costs. In addition, we could be required to obtain a license from such third party to continue developing and marketing our drug candidates and technology, which may not be available on commercially reasonable terms or at all, or to cease developing and commercializing the infringing technology or drug candidates. If we are prevented from commercializing our drug candidates or forced to cease some of our business operations, it could materially harm our reputation and have a significant adverse impact on our business and results of operations.

Alternatively, we may initiate litigation, or file counterclaims, to protect or enforce our patents and other intellectual property rights if we believe competitors or other third parties have infringed, misappropriated, or otherwise violated our rights. Our ability to enforce our intellectual property rights is subject to litigation risks, including that the opposing party may seek counterclaims against us, as well as uncertainty as to the protection and enforceability of those rights in some countries. If we seek to enforce our intellectual property rights, we may be subject to findings that our patents should be interpreted narrowly and do not cover the technology at issue, or that they are invalid or unenforceable. If we are unable to enforce and protect our intellectual property rights, or if they are circumvented, invalidated, or rendered obsolete by the rapid pace of technological change, it could have an adverse impact on our competitive position, business, and financial
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position. Competing products may also be sold in other countries in which our patent coverage might not exist or be as strong.

If we fail to comply with our obligations in the agreements under which we collaborate with or license intellectual property rights from third parties, or otherwise experience disruptions to our business relationships with our collaborators or licensors, we could lose rights that are important to our business.

We license certain intellectual property that is important to our business, and in the future we may enter into additional agreements that provide us with licenses to valuable intellectual property or technology. Our current license agreements impose, and we expect our future license agreements will impose, various development, diligence, commercialization, and other obligations on us in order to maintain the licenses. In spite of our efforts, a licensor might conclude that we have materially breached our obligations under a license agreement and seek to terminate the agreement, thereby removing or limiting our ability to develop and commercialize products and technology covered by the agreement. If these in-licenses are terminated, or if the underlying patent rights licensed thereunder fail to provide the intended exclusivity, competitors or other third parties would have the freedom to seek regulatory approval of, and to market, products identical to ours and we may be required to cease our development and commercialization of certain of our drug candidates. Any of the foregoing could have a material adverse effect on our competitive position, business, financial conditions, results of operations, and prospects.

Moreover, disputes may arise regarding intellectual property subject to a licensing agreement, including:

· the scope of rights granted under the license agreement and other interpretation-related issues;

· the extent to which our technology and processes infringe on intellectual property of the licensor that is not subject to the licensing agreement;

· the sublicensing of patent and other rights under our collaborative development relationships;

· our diligence obligations under the license agreement and what activities satisfy those diligence obligations;

· the inventorship and ownership of inventions and know-how resulting from the joint creation or use of intellectual property by our licensors and us and our partners; and

· the priority of invention of patented technology.

The agreements under which we license intellectual property or technology from third parties may be complex, and certain provisions in such agreements may be susceptible to multiple interpretations. The resolution of any contract interpretation disagreement that may arise could narrow what we believe to be the scope of our rights to the relevant intellectual property or technology, or increase what we believe to be our financial or other obligations under the relevant agreement, either of which could have a material adverse effect on our business, financial condition, results of operations, and prospects. Moreover, if disputes over intellectual property that we have licensed prevent or impair our ability to maintain our licensing arrangements on commercially acceptable terms, we may be unable to successfully develop and commercialize the affected drug candidates, which could have a material adverse effect on our business, financial conditions, results of operations, and prospects.

These and similar issues may arise with respect to our collaboration agreements, such as the Bayer Agreement. Our collaboration with Bayer is one of our key collaborations, and there can be no assurance that this collaboration will continue past the current term, on favorable terms or at all, or that at any time while the collaboration is in effect the parties will operate under the agreement without disputes. Possible disputes may involve ownership or control of intellectual property rights, negotiations of licensing agreements resulting from the collaboration, exclusivity obligations, diligence and payment obligations, for example.

Some of our intellectual property has been, and in the future may be, discovered through government-funded programs and thus may be subject to federal regulations such as “march-in” rights, certain reporting requirements, and a preference for U.S.-based companies, and compliance with such regulations may limit our exclusive rights and our ability to contract with non-U.S. manufacturers.

Our intellectual property rights may be subject to a reservation of rights by one or more third parties. For example, certain intellectual property rights that we have licensed, or may in the future license, have been generated through the use of U.S. government funding. As a result, the U.S. government may have certain rights to intellectual property embodied in our current or future processes and related products and services pursuant to the Bayh-Dole
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Act of 1980 (the Bayh-Dole Act). These U.S. government rights include a non-exclusive, non-transferable, irrevocable worldwide license to use inventions for any governmental purpose. In addition, the U.S. government has the right, under certain limited circumstances, to require the licensor to grant exclusive, partially exclusive, or non-exclusive licenses to any of these inventions to a third party if it determines that (1) adequate steps have not been taken to commercialize the invention and achieve practical application of the government-funded technology, (2) government action is necessary to meet public health or safety needs, (3) government action is necessary to meet requirements for public use under federal regulations or (4) we fail to meet requirements of federal regulations (also referred to as “march-in rights”).

The U.S. government also has the right to take title to these inventions if we or our licensors fail to disclose the invention to the government or fail to file an application to register the intellectual property within specified time limits. These rights may permit the government to disclose our confidential information to third parties. In addition, our rights in such inventions may be subject to requirements to manufacture products embodying such inventions in the United States. Intellectual property generated under a government-funded program is also subject to certain reporting requirements, compliance with which may require us to expend substantial resources.
Any exercise by the government of such rights could have a material adverse effect on our competitive position, business, results of operations and financial condition.

If our trademarks and trade names are not adequately protected, then we may not be able to build name recognition in our markets of interest and our business may be adversely affected.

Our registered or unregistered trademarks or trade names may be challenged, infringed, circumvented, declared generic, or determined to be infringing on other marks. We may not be able to protect our rights to these trademarks and trade names, which we need to build name recognition among potential collaborators or customers in our markets of interest. At times, competitors may adopt trade names or trademarks similar to ours, thereby impeding our ability to build brand identity and possibly leading to market confusion. In addition, there could be potential trade name or trademark infringement claims brought by owners of other trademarks or trademarks that incorporate variations of our registered or unregistered trademarks or trade names. Over the long term, if we are unable to establish name recognition based on our trademarks and trade names, then we may not be able to compete effectively and our business may be adversely affected. We may license our trademarks and trade names to third parties, such as distributors. Though these license agreements may provide guidelines for how our trademarks and trade names may be used, a breach of these agreements or misuse of our trademarks and trade names by our licensees may jeopardize our rights in or diminish the goodwill associated with our trademarks and trade names. Our efforts to enforce or protect our proprietary rights related to trademarks, trade names, trade secrets, know-how, domain names, copyrights, or other intellectual property may be ineffective and could result in substantial costs and diversion of resources and could adversely affect our business, financial condition, results of operations and prospects.

Risks Related to Government Regulation

Even if we receive regulatory approval for any of our drug candidates, we will be subject to ongoing regulatory obligations and continued regulatory review, which may result in significant additional expense. Additionally, our drug candidates, if approved, could be subject to post-market study requirements, marketing and labeling restrictions, and even recall or market withdrawal if unanticipated safety issues are discovered following approval. In addition, we may be subject to penalties or other enforcement action if we fail to comply with regulatory requirements.

The FDA may not approve any of our drug candidates derived from our platform given our novel approach to drug discovery and may elect to inspect our automated robotics platform used to generate our data. However, if the FDA or a comparable foreign regulatory authority approves any of our drug candidates, the manufacturing processes, labeling, packaging, distribution, adverse event reporting, storage, advertising, promotion and recordkeeping for the product will be subject to extensive and ongoing regulatory requirements. These requirements include submissions of safety and other post-marketing information and reports, establishment registration and listing, as well as continued compliance with cGMPs and GCPs for any clinical trials that we conduct post-approval. Any regulatory approvals that we receive for our drug candidates may also be subject to limitations on the approved indicated uses for which the product may be marketed or to the conditions of approval, or contain requirements for potentially costly post-marketing studies, and surveillance to monitor the safety and efficacy of the product. Later discovery of previously unknown problems with a product, including adverse events of unanticipated severity or frequency, or
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with our third-party manufacturers or manufacturing processes, or failure to comply with regulatory requirements, may result in, among other things:

· restrictions on the marketing or manufacturing of the product, withdrawal of the product from the market, or voluntary or mandatory product recalls;

· clinical trial holds;

· fines, warning letters or other regulatory enforcement action;

· refusal by the FDA to approve pending applications or supplements to approved applications filed by us;

· product seizure or detention, or refusal to permit the import or export of products; and

· injunctions or the imposition of civil or criminal penalties.

The FDA’s policies may change, and additional government regulations may be enacted that could prevent, limit or delay regulatory approval of our drug candidates. If we are slow or unable to adapt to changes in existing requirements or the adoption of new requirements or policies, or if we are not able to maintain regulatory compliance, we may lose any marketing approval that we may have obtained, which would adversely affect our business, prospects and ability to achieve or sustain profitability.

We may seek orphan drug designation for certain of our drug candidates, and we may be unsuccessful or unable to maintain the benefits associated with orphan drug designation, including the potential for market exclusivity.

As part of our business strategy, we may seek orphan drug designation for certain of our drug candidates, and we may be unsuccessful. Regulatory authorities in some jurisdictions, including the United States and Europe, may designate drugs for relatively small patient populations as orphan drugs. Under the Orphan Drug Act, the FDA may designate a drug as an orphan drug if it is a drug intended to treat a rare disease or condition, which is generally defined as a patient population of fewer than 200,000 individuals annually in the United States, or a patient population of 200,000 or more in the United States where there is no reasonable expectation that the cost of developing the drug will be recovered from sales in the United States. In the United States, orphan drug designation entitles a party to financial incentives such as opportunities for grant funding towards clinical trial costs, tax advantages and user-fee waivers.

Similarly, in Europe, the European Commission, upon the recommendation of the EMA’s Committee for Orphan Medicinal Products, grants orphan drug designation to promote the development of drugs that are intended for the diagnosis, prevention or treatment of life-threatening or chronically debilitating conditions affecting not more than 5 in 10,000 persons in Europe and for which no satisfactory method of diagnosis, prevention, or treatment has been authorized (or the product would be a significant benefit to those affected). Additionally, designation is granted for drugs intended for the diagnosis, prevention, or treatment of a life-threatening, seriously debilitating or serious and chronic condition and when, without incentives, it is unlikely that sales of the drug in Europe would be sufficient to justify the necessary investment in developing the drug. In Europe, orphan drug designation entitles a party to financial incentives such as reduction of fees or fee waivers. Generally, if a drug with an orphan drug designation subsequently receives the first marketing approval for the indication for which it has such designation, the drug is entitled to a period of marketing exclusivity, which precludes the FDA or the EMA from approving another marketing application for the same drug and indication for that time period, except in limited circumstances. The applicable period is seven years in the United States and ten years in Europe. The European exclusivity period can be reduced to six years if a drug no longer meets the criteria for orphan drug designation or if the drug is sufficiently profitable so that market exclusivity is no longer justified.

Even if we obtain orphan drug exclusivity for a drug, that exclusivity may not effectively protect the drug from competition because different drugs can be approved for the same condition. Even after an orphan drug is approved, the FDA can subsequently approve a different drug for the same condition if the FDA concludes that the later drug is clinically superior in that it is shown to be safer, more effective or makes a major contribution to patient care. In addition, a designated orphan drug may not receive orphan drug exclusivity if it is approved for a use that is broader than the indication for which it received orphan designation. Moreover, orphan drug exclusive marketing rights in the United States may be lost if the FDA later determines that the request for designation was materially defective or if the manufacturer is unable to assure sufficient quantity of the drug to meet the needs of patients with the rare disease or condition or if another drug with the same active part of the molecule is determined to be safer, more effective, or represents a major contribution to patient care. Orphan drug designation neither shortens the development time or regulatory review time of a drug nor gives the drug any advantage in the regulatory review or
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approval process. While we may seek orphan drug designation for our drug candidates, we may never receive such designations. Even if we do receive such designations, there is no guarantee that we will enjoy the benefits of those designations.

Obtaining and maintaining regulatory approval of our drug candidates in one jurisdiction does not mean that we will be successful in obtaining regulatory approval of our drug candidates in other jurisdictions.

We may submit marketing applications in countries other than the United States. Regulatory authorities in jurisdictions outside of the United States have requirements for approval of drug candidates with which we must comply prior to marketing in those jurisdictions. For example, our trials to date have consisted of small patient populations and some international regulatory filings may require larger patient populations or additional nonclinical studies or clinical trials.

Obtaining foreign regulatory approvals and compliance with foreign regulatory requirements could result in significant delays, difficulties, and costs for us and could delay or prevent the introduction of our products in certain countries. If we fail to comply with the regulatory requirements in international markets and/or fail to receive applicable marketing approvals, our target market will be reduced and our ability to realize the full market potential of our drug candidates will be harmed.

Obtaining and maintaining regulatory approval of our drug candidates in one jurisdiction does not guarantee that we will be able to obtain or maintain regulatory approval in any other jurisdiction, while a failure or delay in obtaining regulatory approval in one jurisdiction may have a negative effect on the regulatory approval process in others. For example, even if the FDA grants marketing approval of a drug candidate, comparable regulatory authorities in foreign jurisdictions must also approve the manufacturing, marketing and promotion of the drug candidate in those countries. Approval procedures vary among jurisdictions and can involve requirements and administrative review periods different from, and greater than, those in the United States, including additional nonclinical studies or clinical trials as clinical trials conducted in one jurisdiction may not be accepted by regulatory authorities in other jurisdictions. In short, the foreign regulatory approval process involves all of the risks associated with FDA approval. In many jurisdictions outside the United States, a drug candidate must be approved for reimbursement before it can be approved for sale in that jurisdiction. In some cases, the price that we may intend to charge for our products will also be subject to approval.

If we expand our operations outside the United States, we will be exposed to various risks related to the global regulatory environment.

If we expand our operations outside of the United States, we must dedicate additional resources to comply with numerous laws and regulations in each jurisdiction in which we plan to operate. The Foreign Corrupt Practices Act (FCPA) prohibits any U.S. individual or business from paying, offering, authorizing payment, or offering anything of value, directly or indirectly, to any foreign official, political party, or candidate for the purpose of influencing any act or decision of the foreign entity in order to assist the individual or business in obtaining or retaining business. The FCPA also obligates companies whose securities are listed in the United States to comply with certain accounting provisions requiring the company to maintain books and records that accurately and fairly reflect all transactions of the corporation, including international subsidiaries, and to devise and maintain an adequate system of internal accounting controls for international operations.

Compliance with the FCPA is expensive and difficult, particularly in countries in which corruption is a recognized problem. In addition, the FCPA presents particular challenges in the pharmaceutical industry, because, in many countries, hospitals are operated by the government, and doctors and other hospital employees are considered foreign officials. Certain payments to hospitals in connection with clinical trials and other work have been deemed to be improper payments to government officials and have led to FCPA enforcement actions.

Various laws, regulations and executive orders also restrict the use and dissemination outside of the United States, or the sharing with certain non-U.S. nationals, of information classified for national security purposes, as well as certain products and technical data relating to those products. If we expand our presence outside of the United States, it will require us to dedicate additional resources to comply with these laws, and these laws may preclude us from developing, manufacturing, or selling certain products and drug candidates outside of the United States, which could limit our growth potential and increase our development costs.
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The failure to comply with laws governing international business practices may result in substantial civil and criminal penalties and suspension or debarment from government contracting. The SEC also may suspend or bar issuers from trading securities on U.S. exchanges for violations of the FCPA’s accounting provisions.

We are subject to certain U.S. and foreign anti-corruption, anti-money laundering, export control, sanctions, and other trade laws and regulations. We can face serious consequences for violations.

Among other matters, U.S. and foreign anti-corruption, anti-money laundering, export control, sanctions, and other trade laws and regulations (collectively Trade Laws) prohibit companies and their employees, agents, clinical research organizations, legal counsel, accountants, consultants, contractors, and other partners from authorizing, promising, offering, providing, soliciting, or receiving directly or indirectly, corrupt or improper payments or anything else of value to or from recipients in the public or private sector. Violations of Trade Laws can result in substantial criminal fines and civil penalties, imprisonment, the loss of trade privileges, debarment, tax reassessments, breach of contract and fraud litigation, reputational harm, and other consequences. We have direct or indirect interactions with officials and employees of government agencies or government-affiliated hospitals, universities, and other organizations. We also expect our non-U.S. activities to increase in time. We plan to engage third parties for clinical trials and/or to obtain necessary permits, licenses, patent registrations, and other regulatory approvals and we can be held liable for the corrupt or other illegal activities of our personnel, agents, or partners, even if we do not explicitly authorize or have prior knowledge of such activities.

We may seek priority review designation for one or more of our other drug candidates, but we might not receive such designation, and even if we do, such designation may not lead to a faster regulatory review or approval process.

If the FDA determines that a drug candidate offers a treatment for a serious condition and, if approved, the product would provide a significant improvement in safety or effectiveness, the FDA may designate the drug candidate for priority review. A priority review designation means that the goal for the FDA to review an application is six months, rather than the standard review period of 10 months. We may request priority review for our drug candidates from time to time. The FDA has broad discretion with respect to whether or not to grant priority review status to a drug candidate, so even if we believe a particular drug candidate is eligible for such designation or status, the FDA may decide not to grant it. Moreover, a priority review designation does not necessarily result in an expedited regulatory review or approval process or necessarily confer any advantage with respect to approval compared to conventional FDA procedures. Receiving priority review from the FDA does not guarantee approval within the six-month review cycle or at all.

Breakthrough therapy designation and fast track designation by the FDA, even if granted for any of our drug candidates, may not lead to a faster development, regulatory review, or approval process, and each designation does not increase the likelihood that any of our drug candidates will receive marketing approval in the United States.

We may seek a breakthrough therapy designation for some of our drug candidates. A breakthrough therapy is defined as a drug that is intended, alone or in combination with one or more other drugs, to treat a serious or life-threatening disease or condition, and preliminary clinical evidence indicates that the drug may demonstrate substantial improvement over existing therapies on one or more clinically significant endpoints, such as substantial treatment effects observed early in clinical development. For drugs that have been designated as breakthrough therapies, interaction and communication between the FDA and the sponsor of the trial can help to identify the most efficient path for clinical development while minimizing the number of patients placed in ineffective control regimens. Drugs designated as breakthrough therapies by the FDA may also be eligible for priority review and accelerated approval. Designation as a breakthrough therapy is within the discretion of the FDA. Accordingly, even if we believe one of our drug candidates meets the criteria for designation as a breakthrough therapy, the FDA may disagree and instead determine not to make such designation. In any event, the receipt of a breakthrough therapy designation for a drug candidate may not result in a faster development process, review or approval compared to therapies considered for approval under conventional FDA procedures and does not assure ultimate approval by the FDA. In addition, even if one or more of our drug candidates qualify as breakthrough therapies, the FDA may later decide
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that such drug candidates no longer meet the conditions for qualification or decide that the time period for FDA review or approval will not be shortened.

We may seek fast track designation for some of our drug candidates from time to time. If a drug is intended for the treatment of a serious or life-threatening condition and the drug demonstrates the potential to address unmet medical needs for this condition, the drug sponsor may apply for fast track designation. The FDA has broad discretion whether or not to grant this designation, so even if we believe a particular drug candidate is eligible for this designation, we cannot assure you that the FDA would decide to grant it. Even if we do receive fast track designation, we may not experience a faster development process, review or approval compared to conventional FDA procedures. The FDA may withdraw fast track designation if it believes that the designation is no longer supported by data from our clinical development program. Fast track designation alone does not guarantee qualification for the FDA’s priority review procedures.

The FDA, the EMA, and other regulatory authorities may implement additional regulations or restrictions on the development and commercialization of our drug candidates.

The FDA, the EMA, and regulatory authorities in other countries have each expressed interest in further regulating small molecule pharmaceuticals. Agencies at both the federal and state level in the United States, as well as U.S. Congressional committees and other governments or governing agencies, have also expressed interest in further regulating the small molecule pharmaceutical industry. Such action may delay or prevent commercialization of some or all of our drug candidates. Adverse developments in clinical trials of products conducted by others may cause the FDA or other oversight bodies to change the requirements for approval of any of our drug candidates. These regulatory review agencies and committees, and any new requirements or guidelines they promulgate, may lengthen the regulatory review process, require us to perform additional studies or trials, increase our development costs, lead to changes in regulatory positions and interpretations, delay or prevent approval and commercialization of our drug candidates, or lead to significant post-approval limitations or restrictions. As we advance our drug candidates, we will be required to consult with these regulatory agencies and comply with applicable requirements and guidelines. If we fail to do so, we may be required to delay or discontinue development of such drug candidates. These additional processes may result in a review and approval process that is longer than we otherwise would have expected. Delays as a result of an increased or lengthier regulatory approval process, or further restrictions on the development of our drug candidates, can be costly and could negatively impact our ability to complete clinical trials and commercialize our current and future drug candidates in a timely manner, if at all.

Healthcare legislative reform measures may have a material adverse effect on our business and results of operations.

The U.S. and many foreign jurisdictions have enacted or proposed legislative and regulatory changes affecting the healthcare system that could prevent or delay marketing approval of our current or future drug candidates or any future drug candidates, restrict or regulate post-approval activities and affect our ability to profitably sell a product for which we obtain marketing approval. Changes in regulations, statutes or the interpretation of existing regulations could impact our business in the future by requiring, for example: i) changes to our manufacturing arrangements, ii) additions or modifications to product labeling, iii) the recall or discontinuation of our products or iv) additional record-keeping requirements. If any such changes were to be imposed, they could adversely affect the operation of our business. In the U.S., there have been and continue to be a number of legislative initiatives to contain healthcare costs. For example, in March 2010, the Affordable Care Act, or the ACA, was passed, which substantially changed the way healthcare is financed by both governmental and private insurers, and significantly impacted the U.S. pharmaceutical industry. The ACA, among other things, subjects biological products to potential competition by lower-cost biosimilars, addresses a new methodology by which rebates owed by manufacturers under the Medicaid Drug Rebate Program are calculated for drugs that are inhaled, infused, instilled, implanted or injected, increases the minimum Medicaid rebates owed by manufacturers under the Medicaid Drug Rebate Program and extends the rebate program to individuals enrolled in Medicaid managed care organizations, establishes annual fees and taxes on manufacturers of certain branded prescription drugs, and creates a new Medicare Part D coverage gap discount program, in which manufacturers must agree to offer 70% (increased pursuant to the Bipartisan Budget Act of 2018,
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effective as of 2019) point-of-sale discounts off negotiated prices of applicable brand drugs to eligible beneficiaries during their coverage gap period, as a condition for the manufacturer’s outpatient drugs to be covered under Medicare Part D. Since then, the ACA risk adjustment program payment parameters have been updated annually. Members of the U.S. Congress have expressed intent to pass legislation or adopt executive orders to fundamentally change or repeal parts of the ACA. While Congress has not passed repeal legislation to date, the TCJA, repealed, effective January 1, 2019, the tax-based shared responsibility payment imposed by the ACA on certain individuals who fail to maintain qualifying health coverage for all or part of a year that is commonly referred to as the “individual mandate.”

There has been increasing legislative and enforcement interest in the U.S. with respect to specialty drug pricing practices. Specifically, there have been several recent U.S. Congressional inquiries and proposed federal and state legislation designed to, among other things, bring more transparency to drug pricing, reduce the cost of prescription drugs under Medicare, review the relationship between pricing and manufacturer patient programs, and reform government program reimbursement methodologies for drugs

We expect that additional state and federal healthcare reform measures will be adopted in the future, any of which could limit the amounts that federal and state governments will pay for healthcare products and services, which could result in reduced demand for our current or future drug candidates or additional pricing pressures.

Our revenue prospects could be affected by changes in healthcare spending and policy in the U.S. and abroad.

We operate in a highly regulated industry and new laws, regulations, or judicial decisions, or new interpretations of existing laws, regulations or decisions, related to healthcare availability, the method of delivery of, or payment for healthcare products and services could negatively impact our business and results of operations.

There have been, and likely will continue to be, legislative and regulatory proposals at the foreign, federal, and state levels directed at broadening the availability of healthcare and containing or lowering the cost of healthcare. We cannot predict the initiatives that may be adopted in the future, including repeal, replacement, or significant revisions to the ACA. The continuing efforts of the government, insurance companies, managed care organizations, and other payors of healthcare services to contain or reduce costs of healthcare and/or impose price controls may adversely affect:

· the demand for our current or future drug candidates, if we obtain regulatory approval;

· our ability to set a price that we believe is fair for our products;

· our ability to obtain coverage and reimbursement approval for a product;

· our ability to generate revenue and achieve or maintain profitability;

· the level of taxes that we are required to pay; and

· the availability of capital.

Any reduction in reimbursement from Medicare or other government programs may result in a similar reduction in payments from private payors, which may adversely affect our business and results of operations.

Our relationships with healthcare providers, other customers, and third-party payors will be subject to applicable anti-kickback, fraud and abuse, and other healthcare laws and regulations, which could expose us to criminal sanctions, civil penalties, exclusion from government healthcare programs, contractual damages, reputational harm, and diminished profits and future earnings.

Although we do not currently have any products on the market, once we begin commercializing our drug candidates, we will be subject to additional healthcare statutory and regulatory requirements and enforcement by the federal government and the states and foreign governments in which we conduct our business. Healthcare providers, physicians and third-party payors play a primary role in the recommendation and prescription of any drug candidates for which we obtain marketing approval. Our future arrangements with third-party payors and customers may expose us to broadly applicable fraud and abuse and other healthcare laws and regulations that may constrain the business or financial arrangements and relationships through which we market, sell and distribute our drug candidates for which we obtain marketing approval. Restrictions under applicable federal and state healthcare laws and regulations include the following:
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· the federal Anti-Kickback Statute prohibits, among other things, persons from knowingly and willfully soliciting, offering, receiving or providing remuneration, directly or indirectly, in cash or in kind, to induce or reward either the referral of an individual for, or the purchase, order or recommendation of, any good or service, for which payment may be made under federal and state healthcare programs such as Medicare and Medicaid. A person or entity does not need to have actual knowledge of the statute or specific intent to violate it in order to have committed a violation;

· the federal civil and criminal false claims and civil monetary penalties laws, including the federal False Claims Act, or FCA, imposes criminal and civil penalties, including through civil whistleblower or qui tam actions, against individuals or entities for knowingly presenting, or causing to be presented, to the federal government, claims for payment that are false or fraudulent or making a false statement to avoid, decrease or conceal an obligation to pay money to the federal government. In addition, the government may assert that a claim including items and services resulting from a violation of the federal Anti-Kickback Statute constitutes a false of fraudulent claim for purposes of the False Claims Act;

· the federal Health Insurance Portability and Accountability Act of 1996, or HIPAA, imposes criminal and civil liability for executing a scheme to defraud any healthcare benefit program, or knowingly and willfully falsifying, concealing or covering up a material fact or making any materially false statement in connection with the delivery of or payment for healthcare benefits, items or services; similar to the federal Anti-Kickback Statute, a person or entity does not need to have actual knowledge of the statute or specific intent to violate it in order to have committed a violation;

· the federal physician payment transparency provisions, sometimes referred to as the “Sunshine Act” under the Affordable Care Act, require manufacturers of drugs, devices, biologics and medical supplies that are reimbursable under Medicare, Medicaid, or the Children’s Health Insurance Program to report to the Department of Health and Human Services information related to transfers of value made to licensed physicians (currently defined to include doctors, dentists, optometrists, podiatrists and chiropractors) and teaching hospitals, as well as ownership and investment interests of such physicians and their immediate family members. Effective January 1, 2022, these reporting obligations will extend to include transfers of value made to certain non-physician providers such as physician assistants and nurse practitioners;

· HIPAA, as amended by the Health Information Technology for Economic and Clinical Health Act of 2009 and its implementing regulations, imposes obligations on certain covered entity healthcare providers, health plans, and healthcare clearinghouses as well as their business associates that perform certain services involving the use or disclosure of individually identifiable health information, including mandatory contractual terms, with respect to safeguarding the privacy, security and transmission of individually identifiable health information; and

· analogous state laws and regulations, such as state anti-kickback and false claims laws may apply to sales or marketing arrangements and claims involving healthcare items or services reimbursed by non-governmental third-party payors, including private insurers. Some state laws require pharmaceutical companies to comply with the pharmaceutical industry’s voluntary compliance guidelines and the relevant compliance guidance promulgated by the federal government in addition to requiring drug manufacturers to report information related to payments to physicians and other health care providers or marketing expenditures. Further, many state laws governing the privacy and security of health information in certain circumstances, differ from each other in significant ways and often are not preempted by HIPAA, thus complicating compliance efforts.

Efforts to ensure that our future business arrangements with third parties comply with applicable healthcare laws and regulations could involve substantial costs and may require us to undertake or implement additional policies or measures. We may face claims and proceedings by private parties, and claims, investigations and other proceedings by governmental authorities, relating to allegations that our business practices do not comply with current or future statutes, regulations or case law involving applicable fraud and abuse, privacy or data protection, or other healthcare laws and regulations, and it is possible that courts or governmental authorities may conclude that we have not complied with them, or that we may find it necessary or appropriate to settle any such claims or other proceedings. In connection with any such claims, proceedings, or settlements, we may be subject to significant civil, criminal and administrative penalties, damages, fines, other damages, imprisonment, exclusion from government funded healthcare programs, such as Medicare and Medicaid, and the curtailment or restructuring of our operations. If any of the physicians or other providers or entities with whom we expect to do business is found


73
[image: ]

not to be in compliance with applicable laws, they may be subject to criminal, civil or administrative sanctions, including exclusions from government funded healthcare programs.

Compliance with global privacy and data security requirements could result in additional costs and liabilities to us or inhibit our ability to collect and process data globally, and the failure to comply with such requirements could subject us to significant fines and penalties.

The regulatory framework for the collection, use, safeguarding, sharing, transfer, and other processing of information worldwide is rapidly evolving and is likely to remain uncertain for the foreseeable future. Globally, virtually every jurisdiction in which we operate has established its own data security and privacy frameworks with which we must comply. For example, the collection, use, disclosure, transfer, or other processing of personal data regarding individuals in the European Union, including personal health data and employee data, is subject to the European Union General Data Protection Regulation (GDPR), which took effect across all member states of the European Economic Area, or EEA, in May 2018. The GDPR is wide-ranging in scope and imposes numerous requirements on companies that process personal data, including requirements relating to processing health and other sensitive data, obtaining consent of the individuals to whom the personal data relates, providing information to individuals regarding data processing activities, implementing safeguards to protect the security and confidentiality of personal data, providing notification of data breaches, and taking certain measures when engaging third-party processors. The GDPR informs our obligations with respect to any clinical trials conducted in the EEA by expanding the definition of personal data to include coded data and requiring changes to informed consent practices and more detailed notices for clinical trial subjects and investigators. In addition, the GDPR imposes strict rules on the transfer of personal data to countries outside the European Union, including the United States and, as a result, increases the scrutiny that such rules should apply to transfers of personal data from any clinical trial sites located in the EEA to the United States. The GDPR also permits data protection authorities to require destruction of improperly gathered or used personal information and/or impose substantial fines for violations of the GDPR, which can be up to four percent of global revenues or 20 million Euros, whichever is greater, and confers a private right of action on data subjects and consumer associations to lodge complaints with supervisory authorities, seek judicial remedies, and obtain compensation for damages resulting from violations of the GDPR. In addition, the GDPR provides that European Union member states may make their own further laws and regulations limiting the processing of personal data, including genetic, biometric, or health data.

Given the breadth and depth of its obligations, complying with the GDPR’s requirements is rigorous and time intensive and requires significant resources and assessment of our technologies, systems and practices, as well as those of any third-party collaborators, service providers, contractors, or consultants that process or transfer personal data collected in the European Union.

Further, the United Kingdom exited the EU effective January 31, 2020, subject to a transition period that ended December 31, 2020. Brexit and ongoing developments in the United Kingdom have created uncertainty with regard to the regulation of data protection in the United Kingdom and could result in the application of new data privacy and protection laws and standards to our operations in the United Kingdom and our handling of personal data of individuals located in the United Kingdom. The United Kingdom has implemented legislation that substantially implements the GDPR, and the European Commission and the United Kingdom government announced a EU-UK Trade and Cooperation Agreement on December 24, 2020, providing for a temporary free flow of personal data between the EU and the United Kingdom, but it remains to be seen how the United Kingdom’s withdrawal from the EU will impact the manner in which United Kingdom data protection laws or regulations will develop and how data transfers to and from the United Kingdom will be regulated and enforced by the UK Information Commissioner’s Office, EU data protection authorities, or other regulatory bodies in the longer term.

In the United States, a broad variety of laws and regulations relating to privacy and data security may be applicable to our activities. New laws also are being considered at both the state and federal levels, and state legislatures such as California have already passed and enacted privacy legislation. For example, the California Consumer Privacy Act (CCPA), which became effective on January 1, 2020, creates individual privacy rights for California consumers and increases the privacy and security obligations of entities handling certain personal data. The CCPA, among other things, requires covered companies to provide new disclosures to California consumers, and afford such consumers new abilities to opt out of certain sales of personal information, access and require deletion of their personal information, and receive detailed information about how their personal information is used. The
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CCPA has been amended on multiple occasions and additional regulations of the California Attorney General came into effect on August 14, 2020. However, aspects of the CCPA and its interpretation remain unclear. The effects of the CCPA are significant and may require us to modify our data processing practices and policies and to incur substantial costs and expenses in an effort to comply. Failure to comply with the CCPA may result in attorney general enforcement action and damage to our reputation. The CCPA provides for civil penalties for violations, as well as a private right of action for data breaches that is expected to increase data breach litigation. Moreover, a ballot initiative from privacy rights advocates intended to augment and expand the CCPA called the California Privacy Rights Act (CPRA), was approved by California voters in the November 2020 election. The CPRA imposes additional obligations relating to consumer data on companies doing business in California beginning January 1, 2022, with implementing regulations expected on or before July 1, 2022, and enforcement beginning July 1, 2023. The CPRA significantly modifies the CCPA, including by expanding consumers’ rights with respect to certain sensitive personal information, potentially resulting in further uncertainty and requiring us to incur additional costs and expenses in an effort to comply, as we may need to modify or augment our existing practices. The CPRA also creates a new state agency that will be vested with authority to implement and enforce the CCPA and the CPRA. New legislation proposed or enacted in a number of states impose, or have the potential to impose additional obligations on companies that collect, store, use, retain, disclose, transfer and otherwise process confidential, sensitive and personal information, and will continue to shape the data privacy environment nationally. State laws are changing rapidly and there is discussion in Congress of a new federal data protection and privacy law to which we would become subject if it is enacted. In addition, all 50 states have laws including obligations to provide notification of security breaches of computer databases that contain personal information to affected individuals, state officers and others.

The myriad international and U.S. privacy and data breach laws are not consistent, and compliance in the event of a widespread data breach is difficult and may be costly. Moreover, states have been frequently amending existing laws, requiring attention to changing regulatory requirements. In addition to government regulation, privacy advocates and industry groups have and may in the future propose self-regulatory standards from time to time. These and other industry standards may legally or contractually apply to us, or we may elect to comply with such standards. We expect that there will continue to be new proposed laws and regulations concerning data privacy and security, and we cannot yet determine the impact such future laws, regulations and standards may have on our business. With the GDPR, CCPA, CPRA, and other laws, regulations and other obligations relating to privacy and data protection imposing new and relatively burdensome obligations, and with substantial uncertainty over the interpretation and application of these and other obligations, we may face challenges in addressing their requirements, putting in place additional compliance mechanisms and making necessary changes to our policies and practices, and may incur significant costs and expenses in an effort to do so.

We make public statements about our use and disclosure of personal information through our privacy policy, information provided on our website and press statements. Although we endeavor to comply with our public statements and documentation, we may at times fail to do so or be alleged to have failed to do so. We may be subject to potential government or legal action if such policies or statements are found to be deceptive, unfair or misrepresentative of our actual practices. In addition, from time to time, concerns may be expressed about whether our technology compromises the privacy of our customers and others. While we believe that we comply with industry standards and applicable laws and industry codes of conduct relating to privacy and data protection in all material respects, there is no assurance that we will not be subject to claims that we have violated applicable laws or codes of conduct, that we will be able to successfully defend against such claims or that we will not be subject to significant fines and penalties in the event of non-compliance. Additionally, to the extent multiple state-level laws are introduced with inconsistent or conflicting standards and there is no federal law to preempt such laws, compliance with such laws could be difficult to achieve and we could be subject to fines and penalties in the event of non-compliance. Furthermore, enforcement actions and investigations by regulatory authorities related to data security incidents and privacy violations continue to increase.

In addition, if third parties we work with, such as vendors or service providers, violate applicable laws or regulations or our policies, such violations may also put our data at risk and could in turn have an adverse effect on our business. Any failure or perceived failure by us or our service providers to comply with our applicable policies or notices relating to privacy or data protection, our contractual or other obligations to third parties, or any of our other legal obligations relating to privacy or data protection, may result in governmental investigations or enforcement actions, litigation, claims and other proceedings, and could result in significant fines, penalties, and other liability. Additionally, defending against any claims, litigation, regulatory proceedings, or other proceedings can be costly,
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time-consuming and may require significant financial and personnel resources. Therefore, even if we are successful in defending against any such actions or proceedings that may be brought against us, our business may be impaired, and we may suffer reputational and other harm.

Our employees, independent contractors, consultants, and vendors may engage in misconduct or other improper activities, including non-compliance with regulatory standards and requirements and insider trading laws, which could cause significant liability for us and harm our reputation.

We are exposed to the risk of fraud or other misconduct by our employees, independent contractors, KOLs, CROs, consultants, and vendors. Misconduct by these parties could include intentional, reckless, and/or negligent conduct that causes us to fail to comply with FDA regulations or similar regulations of comparable foreign regulatory authorities, provide accurate information to the FDA or comparable foreign regulatory authorities, comply with manufacturing standards, comply with federal and state healthcare fraud and abuse laws and regulations and similar laws and regulations established and enforced by comparable foreign regulatory authorities, report financial information or data accurately, or disclose unauthorized activities to us. Employee misconduct could also involve the improper use of information obtained in the course of clinical trials, which could result in regulatory sanctions and serious harm to our reputation. This could include violations of HIPAA, other U.S. federal and state law, and requirements of non-U.S. jurisdictions, including the European Union Data Protection Directive. We are also exposed to risks in connection with any insider trading violations by employees or others affiliated with us, including inadvertent violations such as a sale of pledged shares by a lender when the pledgor is in possession of material nonpublic information.

It is not always possible to identify and deter employee misconduct, and the precautions we take to detect and prevent this activity may not be effective in controlling unknown or unmanaged risks or losses or in protecting us from governmental investigations or other actions or lawsuits stemming from a failure to be in compliance with such laws, standards, regulations, guidance, or codes of conduct. Additionally, we are subject to the risk that a person could allege such fraud or other misconduct, even if none occurred and our employees may, from time to time, bring lawsuits against us for employment issues, including injury, discrimination, wage and hour disputes, sexual harassment, hostile work environment, or other employment issues. If any such actions are instituted against us, and we are not successful in defending ourselves or asserting our rights, those actions could have a significant impact on our business, including the imposition of civil, criminal and administrative penalties, damages, monetary fines, possible exclusion from participation in Medicare, Medicaid and other federal healthcare programs, contractual damages, reputational harm, diminished profits and future earnings, and curtailment of our operations, any of which could adversely affect our ability to operate our business and our results of operations.

Risks Relating to Employee Matters and Managing Growth


Our future success depends on our ability to retain key executives and experienced scientists and to attract, retain, and motivate qualified personnel.

We are highly dependent on the research and development, clinical, and business development expertise of Christopher Gibson, our Chief Executive Officer; Tina Marriott Larson, our Chief Operating Officer and President; Michael Secora, our Chief Financial Officer; Shafique Virani, our Chief Corporate Development Officer; and Ramona Doyle, our Chief Medical Officer; as well as the other principal members of our management, scientific, technological, and clinical teams. Although we have entered into employment agreements with our executive officers, each of them may terminate their employment with us at any time or may not be able to perform the services we need in the future. We do not maintain “key person” insurance for any of our executives or other employees.

Recruiting and retaining qualified scientific, clinical, manufacturing, and sales and marketing personnel will also be critical to our success. For example, we rely on our employees to help operate and repair our robots, and on consultants and advisors, including scientific and clinical advisors, to assist us in formulating our research and development and commercialization strategies.

The loss of the services of our executive officers or other key employees or consultants could impede our ability to successfully implement our business strategy. Furthermore, replacing executive officers and key employees may be difficult and may take an extended period of time because of the limited number of individuals in our industry with
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the breadth of skills and experience required to successfully develop, gain regulatory approval of, and commercialize drug products. In addition, our consultants and advisors may have commitments under consulting or advisory contracts with other entities that may limit their availability to us. We may also experience difficulties recruiting scientific and clinical personnel from universities and research institutions. If one or more of our clinical trials are unsuccessful, it may become more challenging to recruit and retain qualified scientific personnel. Given the competition among numerous pharmaceutical and biotechnology companies for similar personnel, we may be unable to hire, train, retain, and motivate key personnel on acceptable terms.

We are headquartered in Salt Lake City, Utah. Some of the employees we may want to hire in the future may reside in the greater San Francisco, New York, San Diego, or Boston metro areas and may not want to relocate to Salt Lake City. In addition, many of the other pharmaceutical companies that we compete against for qualified personnel have greater financial and other resources, different risk profiles, and a longer history in the industry than we do. They also may provide more diverse opportunities and better chances for career advancement.

If we are unable to continue to attract and retain highly qualified senior executives and personnel, the rate and success with which we can discover and develop drug candidates, our ability to pursue our growth strategy, and our business may be adversely impacted.

We expect to expand our development and regulatory capabilities and potentially implement sales, marketing, and distribution capabilities, and as a result, we may encounter difficulties in managing our growth, which could disrupt our operations.

We expect to experience significant growth in the number of employees and the scope of our operations, particularly in the areas of product development, regulatory affairs and, if any of our drug candidates receive marketing approval, in sales, marketing, and distribution. To manage our anticipated future growth, we must continue to implement and improve our managerial, operational, and financial systems; expand our facilities; and continue to recruit and train additional qualified personnel. Due to our limited financial resources and the limited experience of our management team in managing a company with such anticipated growth, we may not be able to effectively manage the expansion of our operations or recruit and train additional qualified personnel. The expansion of our operations may lead to significant costs and may divert our management and business development resources. Any inability to manage growth could delay the execution of our business plans or disrupt our operations.

We may acquire additional businesses or products, form strategic alliances, or create joint ventures with third parties that we believe will complement or augment our existing business. If we acquire businesses with promising markets or technologies, we may not be able to realize the benefit of acquiring such businesses if we are unable to successfully integrate them with our existing operations and company culture. We may encounter numerous difficulties in developing, manufacturing, and marketing any new products resulting from a strategic alliance or acquisition that delay or prevent us from realizing their expected benefits or enhancing our business. We cannot assure you that, following any such acquisition, we will achieve the expected synergies to justify the transaction.

Product liability lawsuits could cause us to incur substantial liabilities and could limit commercialization of any drug candidates that we may develop.

We face an inherent risk of product liability exposure related to the testing of drug candidates in human clinical trials, and we will face an even greater risk if we commercially sell any medicines that we may develop. If we cannot successfully defend ourselves against claims that our drug candidates or medicines caused injuries, we could incur substantial damages or settlement liability. Regardless of merit or eventual outcome, liability claims may also result in:

· decreased demand for any drug candidates or therapeutics that we may develop;

· injury to our reputation and significant negative media attention;

· withdrawal of clinical trial participants;

· significant costs to defend the litigation;

· substantial monetary awards to trial participants or patients;

· loss of revenue; and

· the inability to commercialize our drug candidates.



77
[image: ]

Although we maintain product liability insurance, including coverage for clinical trials that we sponsor, it may not be adequate to cover all liabilities that we may incur. We anticipate that we will need to increase our insurance coverage as we commence additional clinical trials and if we successfully commercialize any drug candidates. The market for insurance coverage can be challenging, and the costs of insurance coverage will increase as our clinical programs increase in size. We may not be able to maintain insurance coverage at a reasonable cost and with adequate limits to satisfy any and all liability that may arise.

Risks Related to the Securities Markets and Ownership of Our Class A Common Stock

The dual-class structure of our common stock affects the concentration of voting power, which limits our Class A common stockholders’ ability to influence the outcome of matters submitted to our stockholders for approval, including the election of our board of directors, the adoption of amendments to our certificate of incorporation and bylaws, and the approval of any merger, consolidation, sale of all or substantially all of our assets, or other major corporate transaction.

Our Class A common stock offered in our initial public offering has one vote per share, and our Class B common stock has 10 votes per share. As of June 30, 2021, there were 158,958,024 shares of our Class A common stock and 9,467,883 shares of our Class B common stock outstanding. As of that date, Dr. Gibson and his affiliate held all of the issued and outstanding shares of our Class B common stock, representing approximately 37.3% of the voting power of our outstanding capital stock, which voting power may increase over time as Dr. Gibson exercises or vests in equity awards outstanding as of June 30, 2021. If all such equity awards held by Dr. Gibson had been exercised or vested and exchanged for shares of Class B common stock as of June 30, 2021, Dr. Gibson and his affiliate would hold 40.8% of the voting power of our outstanding capital stock.

As a result, Dr. Gibson will be able to significantly influence any action requiring the approval of our stockholders, including the election of our board of directors, the adoption of amendments to our certificate of incorporation and bylaws, and the approval of any merger, consolidation, sale of all or substantially all of our assets, or other major corporate transaction. Dr. Gibson may have interests that differ from our Class A common stockholders and may vote in a way with which our Class A stockholders disagree with and which may be adverse to our Class A stockholders’ interests. The concentrated control may have the effect of delaying, preventing, or deterring a change in control of our company, could deprive our stockholders of an opportunity to receive a premium for their capital stock as part of a sale in our company, and, thus, may affect the market price of our Class A common stock.

Future transfers by the holders of Class B common stock will generally result in those shares automatically converting into shares of Class A common stock, subject to limited exceptions, such as certain transfers for estate planning. Transfers or exchanges of shares of Class B common stock may result in the issuance of additional shares of Class A common stock and such issuances will be dilutive to holders of our Class A common stock. In addition, each share of Class B common stock will convert automatically into one share of Class A common stock upon the earliest of (i) April 16, 2028, (ii) the date specified by written consent or agreement of the holders of 66 2⁄3% of our then outstanding shares of Class B common Stock, (iii) nine months after Dr. Gibson ceases to hold any positions as an officer or director of the Company, or(iv) nine months after the death or disability of Dr. Gibson. We refer to the date on which such final conversion of all outstanding shares of Class B common stock pursuant to the terms of amended and restated certificate of incorporation occurs as the Final Conversion Date.

Our principal stockholders and management own a significant percentage of our stock and will be able to exert significant control over matters subject to stockholder approval.

As of June 30, 2021, our executive officers, directors, holders of 5% or more of our capital stock, and their respective affiliates, including Dr. Gibson and his affiliate, beneficially owned shares representing approximately 62.1% of our voting power. These stockholders, acting together, may be able to impact matters requiring stockholder approval, including the elections of directors; amendments of our organizational documents; and approval of any merger, sale of all or substantially all of our assets, or other major corporate transaction. This concentrated control may also have the effect of deterring, delaying, or preventing unsolicited acquisition proposals or offers for our capital stock that other stockholders may feel are in their best interest. The interests of this group of stockholders may not always coincide with each other’s interests or the interests of other stockholders, and they
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may act in a manner that advances their best interests and not necessarily those of other stockholders, including seeking a premium value for their common stock, and might affect the market price for our common stock.

We are an “emerging growth company” as defined in the JOBS Act and eligible for exemptions from certain disclosure requirements, which could make our Class A common stock less attractive to investors.

We are an “emerging growth company” as defined in the Jumpstart Our Business Startups Act of 2012 (the JOBS Act). We will remain an emerging growth company until the earlier of (1) the last day of the fiscal year (a) in which we have total annual gross revenues of $1.07 billion or more, or (b) following the fifth anniversary of the date of the completion of our initial public offering; (2) the date on which we have issued more than $1 billion in nonconvertible debt during the previous three years; or (3) the date on which we are deemed to be a large accelerated filer under SEC rules, which for Recursion cannot occur until the end of fiscal 2022 at the soonest.

For so long as we remain an emerging growth company, we are permitted and intend to rely on exemptions from certain disclosure requirements that are applicable to other public companies. These exemptions include:

· not being required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act of 2002 (Section 404);

· not being required to comply with any requirement that may be adopted by the Public Company Accounting Oversight Board regarding mandatory audit firm rotation or a supplement to the auditor’s report providing additional information about the audit and the financial statements;

· providing only two years of audited financial statements in addition to any required unaudited interim financial statements and a correspondingly reduced “Management’s Discussion and Analysis of Financial Condition and Results of Operations” disclosure;

· reduced disclosure obligations regarding executive compensation; and

· not being required to hold a nonbinding stockholder advisory vote on executive compensation or on approval of any golden parachute payments not previously approved.

In addition, the JOBS Act provides that an emerging growth company can take advantage of an extended transition period for complying with new or revised U.S. generally accepted accounting standards. This allows an emerging growth company to delay the adoption of certain accounting standards until those standards would otherwise apply to private companies. We have elected to use the extended transition period for new or revised accounting standards during the period in which we remain an emerging growth company; however, we may adopt certain new or revised accounting standards early.

We currently intend to take advantage of some, but not all, of the reduced regulatory and reporting requirements that will be available to us so long as we qualify as an “emerging growth company.” . We have taken advantage of reduced reporting burdens in this Quarterly Report on Form 10-Q. In particular, we have provided only two years of audited financial statements and have not included all of the executive compensation information that would be required if we were not an emerging growth company.

We have elected to avail In addition, our independent registered public accounting firm will not be required to provide an attestation report on the effectiveness of our internal control over financial reporting so long as we qualify as an “emerging growth company,” which may increase the risk that material weaknesses or significant deficiencies in our internal control over financial reporting go undetected. Likewise, we may elect not to provide you with certain information, including certain financial information and certain information regarding compensation of our executive officers, that we would otherwise have been required to provide in filings we make with the SEC, which may make it more difficult for investors and securities analysts to evaluate our company.

If some of our Class A common stockholders find our common stock less attractive because we may rely on these exemptions, there may be a less active trading market for our common stock, and our stock price may be more volatile and may decline.
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The price of our Class A common stock may be volatile and fluctuate substantially, which could result in substantial losses for holders of our Class A common stock.

Our stock price is likely to be volatile. The stock market in general, and the market for biotechnology companies in particular, may also experience extreme volatility that has often been unrelated to the operating performance of particular companies. As a result of this volatility, holders of our Class A common stock may not be able to sell their Class A common stock at or above the price they originally paid for it. The market price for our Class A common stock may be influenced by many factors, including:

· the success of competitive products or technologies;

· results of clinical trials of our drug candidates or those of our competitors;

· regulatory or legal developments in the United States and other countries;

· developments or disputes concerning patent applications, issued patents, or other proprietary rights;

· the recruitment or departure of key personnel;

· the level of expenses related to any of our drug candidates or clinical development programs;

· the results of our efforts to discover, develop, acquire, or in-license additional drug candidates or products;

· actual or anticipated changes in estimates as to financial results, development timelines, or recommendations by securities analysts;

· variations in our financial results or those of companies that are perceived to be similar to us;

· changes in the structure of healthcare payment systems;

· market conditions in the pharmaceutical and biotechnology sectors;

· general economic, industry, and market conditions; and

· the other factors described in this “Risk Factors” section.

Sales of a substantial number of shares of our Class A common stock in the public market could cause our stock price to fall.

The market price of our Class A common stock could decline at any time as a result of sales of a large number of shares of our Class A common stock in the market or the perception that these sales may occur.

As of 30, 2021, we had 158,852,862 shares of our Class A common stock and 9,467,883 shares of our Class B common stock outstanding. Of these shares, the 27,878,787 shares of Class A common stock were sold in our initial public offering and may be resold in the public market immediately, unless such shares are purchased by our affiliates. The remaining 130,974,075 shares of Class A common stock, or 82.5% of our outstanding shares of Class A common stock, and all shares of our Class B common stock (and any shares of Class A common stock into which they are converted), are currently prohibited or otherwise restricted from being sold in the public market under applicable securities laws, market standoff agreements entered into by our stockholders with us, or lock-up agreements entered into by our stockholders with the underwriters. The lock-up agreements pertaining to our initial public offering are set to expire on October 13, 2021. The representatives of the underwriters in our initial public offering, however, may, in their sole discretion, permit our officers, directors, and other stockholders who are subject to these lock-up agreements to sell shares prior to the expiration of the lock-up agreements. After the lock-up agreements expire, based upon the number of shares of Class A common stock issued and issuable upon exchange of shares of Class B common stock, on an as-converted basis, outstanding as of April 30, 2021, up to an additional 140,441,958 shares of Class A common stock will be eligible for sale in the public market. Of the shares eligible for sale when the lock-up agreements expire, 44.0% are held by directors, executive officers, and other affiliates and will therefore be subject to certain limitations of Rule 144 under the Securities Act of 1933, as amended (the Securities Act). Approximately 926,250 shares of our Class B common stock that are beneficially owned by Christopher Gibson, Ph.D., our Chief Executive Officer and a member of our board of directors, are not subject to a lock-up agreement and have been pledged to secure his obligations under a line of credit with UBS Credit Corp. (UBS). If he defaults on his repayment obligations under the line of credit, UBS or any designee of UBS may exercise its rights to sell shares pledged to cover the amount due thereunder.

As of April 30, 2021 42,531,759 shares of Class A common stock that are either subject to outstanding options and warrants or reserved for future issuance under our equity compensation plans will become eligible for sale in the public market to the extent permitted by the provisions of various vesting schedules, the lock-up agreements, and Rule 144 and Rule 701 under the Securities Act.
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As of March 31, 2021, the holders of approximately 135,870,793 shares of our Class A common stock issued and issuable upon conversion of Class B common stock will be entitled to rights with respect to the registration of their shares under the Securities Act, subject to the lock-up agreements described above. Registration of these shares under the Securities Act would result in the shares becoming freely tradable without restriction under the Securities Act, except for shares purchased by affiliates.

The sale of a significant number of shares under any of the above circumstances, or otherwise, in the public market at any time, or the perception that they may be sold, could have a material adverse effect on the market price of our Class A common stock.

We have increased costs as a result of operating as a public company, and our management will be required to devote substantial time to new compliance initiatives.

As a public company, and particularly after we are no longer an “emerging growth company,” we will incur significant legal, accounting, and other expenses that we did not incur as a private company. In addition, the Sarbanes-Oxley Act of 2002 and rules subsequently implemented by the SEC and the Nasdaq Stock Market have imposed various requirements on public companies, including establishment and maintenance of effective disclosure and financial controls and corporate governance practices. Our management and other personnel will need to devote a substantial amount of time to these compliance initiatives. Moreover, these rules and regulations will increase our legal and financial compliance costs and will make some activities more time-consuming and costly. For example, we expect that these rules and regulations may make it more difficult and more expensive for us to obtain director and officer liability insurance.

Pursuant to Section 404, we will be required to furnish a report by our management on our internal control over financial reporting, including an attestation report on internal control over financial reporting issued by our independent registered public accounting firm. However, while we remain an emerging growth company, we will not be required to include an attestation report on internal control over financial reporting issued by our independent registered public accounting firm. To achieve compliance with Section 404 within the prescribed period, we will be engaged in a process to document and evaluate our internal control over financial reporting, which is both costly and challenging. In this regard, we will need to continue to dedicate internal resources, potentially engage outside consultants and adopt a detailed work plan to assess and document the adequacy of internal control over financial reporting, continue steps to improve control processes as appropriate, validate through testing that controls are functioning as documented and implement a continuous reporting and improvement process for internal control over financial reporting. Despite our efforts, there is a risk that neither we nor our independent registered public accounting firm will be able to conclude within the prescribed timeframe that our internal control over financial reporting is effective as required by Section 404. This could result in an adverse reaction in the financial markets due to a loss of confidence in the reliability of our financial statements. In addition, if we are not able to continue to meet these requirements, we may not be able to remain listed on the Nasdaq Stock Market.

Provisions in our amended and restated certificate of incorporation and amended and restated bylaws and Delaware law might discourage, delay, or prevent a change in control of our company or changes in our management and, therefore, depress the market prices of our Class A common stock.

Our amended and restated certificate of incorporation and amended and restated bylaws contain provisions that could depress the market prices of our Class A common stock by acting to discourage, delay or prevent a change in control of our company or changes in our management that the stockholders of our company may deem advantageous. These provisions, among other things:

· establish a classified board of directors so that not all members of our board are elected at one time;

· permit only the board of directors to establish the number of directors and fill vacancies on the board;

· authorize the issuance of “blank check” preferred stock that our board could use to implement a stockholder rights plan (also known as a “poison pill”);

· eliminate the ability of our stockholders to call special meetings of stockholders;

· prohibit stockholder action by written consent, which requires all stockholder actions to be taken at a meeting of our stockholders;

· prohibit cumulative voting;

· authorize our board of directors to amend the bylaws;
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· establish advance notice requirements for nominations for election to our board or for proposing matters that can be acted upon by stockholders at annual stockholder meetings; and
· require a super-majority vote of stockholders to amend some provisions described above.

In addition, Section 203 of the General Corporation Law of the State of Delaware prohibits a publicly-held Delaware corporation from engaging in a business combination with an interested stockholder, generally a person which together with its affiliates owns, or within the last three years has owned, 15% of our voting stock, for a period of three years after the date of the transaction in which the person became an interested stockholder, unless the business combination is approved in a prescribed manner.

Any provision of our amended and restated certificate of incorporation, amended and restated bylaws or Delaware law that has the effect of delaying or preventing a change in control could limit the opportunity for our stockholders to receive a premium for their shares of our capital stock and could also affect the price that some investors are willing to pay for our Class A common stock.

We may be subject to securities litigation, which is expensive and could divert management attention.

The market price of our Class A common stock may be volatile. The stock market in general, and the Nasdaq Stock Market and biotechnology companies in particular, have experienced extreme price and volume fluctuations that have often been unrelated or disproportionate to the operating performance of these companies. In the past, companies that have experienced volatility in the market price of their stock have been subject to securities class action litigation. We may be the target of this type of litigation in the future. Securities litigation against us could result in substantial costs and divert our management’s attention from other business concerns, which could seriously harm our business.

Our actual operating results may differ significantly from any guidance that we provide.

From time to time, we may provide guidance in our quarterly earnings releases, or otherwise, regarding our future performance that represents our management’s estimates as of the date of release. This guidance, which would include forward-looking statements, would be based on projections prepared by our management. Neither our registered public accountants nor any other independent expert or outside party would compile or examine the projections. Accordingly, no such person would express any opinion or any other form of assurance with respect to the projections.

Projections are based upon a number of assumptions and estimates that, while presented with numerical specificity, are inherently subject to significant business, economic, and competitive uncertainties and contingencies, many of which are beyond our control and are based upon specific assumptions with respect to future business decisions, some of which will change. The principal reason that we would release guidance is to provide a basis for our management to discuss our business outlook with analysts and investors. We do not accept any responsibility for any projections or reports published by any such third parties.

Guidance is necessarily speculative in nature, and it can be expected that some or all of the assumptions underlying any guidance furnished by us will not materialize or will vary significantly from actual results. Accordingly, our guidance would be only an estimate of what management believes is realizable as of the date of release. Actual results may vary from our guidance and the variations may be material.

As a public company, we are obligated to develop and maintain proper and effective internal controls over financial reporting. Any failure to maintain the adequacy of these internal controls may adversely affect investor confidence in our company and, as a result, the value of our Class A common stock.

Our chief financial officer has only been the chief financial officer of a publicly traded company since our initial public offering and our chief executive officer has only been the chief executive officer of a publicly traded company since our initial public offering. Neither has been involved in the long term operations of a public company. Pursuant to Section 404 of the Sarbanes-Oxley Act, we will be required to furnish a report by our management on our internal control over financial reporting beginning with our second filing of an Annual Report on Form 10-K with the SEC. This assessment will need to include disclosure of any material weaknesses identified by our management in our internal control over financial reporting. However, our independent
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registered public accounting firm will not be required to attest to the effectiveness of our internal control over financial reporting until our first annual report required to be filed with the SEC following the date we are no longer an emerging growth company. At such time as we are required to obtain auditor attestation, if we then have a material weakness, we would receive an adverse opinion regarding our internal control over financial reporting from our independent registered accounting firm.

To achieve compliance with Section 404 within the prescribed period, we will be engaged in a process to document and evaluate our internal control over financial reporting, which is both costly and challenging. In this regard, we will need to continue to dedicate internal resources, including through hiring additional financial and accounting personnel, potentially engage outside consultants and adopt a detailed work plan to assess and document the adequacy of internal control over financial reporting, continue steps to improve control processes as appropriate, validate through testing that controls are functioning as documented, and implement a continuous reporting and improvement process for internal control over financial reporting. During our evaluation of our internal control, if we identify one or more material weaknesses in our internal control over financial reporting, we will be unable to assert that our internal control over financial reporting is effective. We cannot assure you that there will not be material weaknesses or significant deficiencies in our internal control over financial reporting in the future. Any failure to maintain internal control over financial reporting could severely inhibit our ability to accurately report our financial condition, or results of operations. If we are unable to conclude that our internal control over financial reporting is effective, or if our independent registered public accounting firm determines we have a material weakness or significant deficiency in our internal control over financial reporting, we could lose investor confidence in the accuracy and completeness of our financial reports, the market price of shares of our Class A common stock could decline, and we could be subject to sanctions or investigations by the Nasdaq Stock Market, the SEC, or other regulatory authorities. Failure to remedy any material weakness in our internal control over financial reporting, or to implement or maintain other effective control systems required of public companies, could also restrict our future access to the capital markets.

General Risks

Unfavorable global economic conditions could adversely affect our business, financial condition or results of operations.

Our results of operations could be adversely affected by general conditions in the global economy and in the global financial markets. For example, the ongoing COVID-19 pandemic has caused significant volatility and uncertainty in U.S. and international markets. A severe or prolonged economic downturn could result in a variety of risks to our business, including weakened demand for our drug candidates and impaired ability to raise additional capital when needed on acceptable terms, if at all. A weak or declining economy could also strain our suppliers or result in supply disruption. Any of the foregoing could harm our business and we cannot anticipate all of the ways in which the current economic climate and financial market conditions could adversely impact our business.

Current and future litigation against us that may arise in the ordinary course of our business could be costly and time-consuming to defend.

We are periodically subject to claims that arise in the ordinary course of business, such as claims brought by our collaborators or suppliers in connection with commercial disputes, employment claims made by our current or former employees, or claims brought by third parties for failure to adequately protect their personal data. Third parties may in the future assert intellectual property rights to technologies that are important to our business and demand back royalties or demand that we license their technology. Litigation may result in substantial costs and may divert management’s attention and resources, which may seriously harm our business, overall financial condition, and operating results. Insurance may not cover such claims, may not be sufficient for one or more of such claims, and may not continue to be available on terms acceptable to us. A claim brought against us that is uninsured or underinsured could result in unanticipated costs and management distraction, negatively affecting our business, financial condition, and results of operations.

If securities analysts do not publish research or reports about our business or if they publish negative evaluations of our stock, the price of our stock could decline.
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The trading market for our Class A common stock relies, in part, on the research and reports that industry or financial analysts publish about us or our business. If only a small number of analysts maintain coverage of us, the trading price of our stock would likely decrease. If an analyst covering our stock downgrade their evaluations of our stock, the price of our stock could decline. If one or more of these analysts cease to cover our stock, we could lose visibility in the market for our stock, which in turn could cause our stock price to decline.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

(a) Sales of Unregistered Securities

Stock Option Exercises

For the six months ended June 30, 2021, we issued 2,379,492 shares of our common stock to our employees, directors, advisors and consultants upon the exercise of stock options under our 2021 Equity Incentive Plan, 2016 Equity Incentive and Key Personnel Incentive Stock Plans for aggregate consideration of approximately $2.76 million. The shares of common stock issued upon the exercise of stock options were issued pursuant to written compensatory plans or arrangements with our employees, directors, advisors, and consultants, in reliance on the exemption provided by Rule 701 promulgated under the Securities Act, or pursuant to Section 4(a)(2) under the Securities Act, relative to transactions by an issuer not involving any public offering, to the extent an exemption from such registration was required. All recipients either received adequate information about our company or had access, through employment or other relationships, to such information.

Stock Option Grants

For the six months ended June 30, 2021, we issued to employees, directors, advisors and consultants, options to purchase an aggregate of 1,849,311 shares of our Class A common stock at a weighted-average exercise price of $4.44 per share in reliance on the exemption provided by Rule 701 promulgated under the Securities Act, or pursuant to Section 4(a)(2) under the Securities Act, relative to transactions by an issuer not involving any public offering, to the extent an exemption from such registration was required.

Warrant Exercises

On April 15, 2021, the Company issued 108,202 shares of our Class A common stock with an exercise price of $0.71 and 21,762 shares of our Class A common stock with an exercise price of $2.79 to an accredited investor pursuant to the cashless exercise of two warrants.

Common Stock Exchange

On April 15, 2021, we exchanged a total of 9,467,833 shares of Class A common stock beneficially owned by our founder, Dr. Christopher Gibson, and his affiliate, for an equivalent number of shares of Class B common stock pursuant to the terms of a certain exchange agreement. No additional consideration was paid in connection with the exchange. We believe the offers, sales, and issuances of the above securities were exempt from registration under the Securities Act pursuant to Section 3(a)(9) of the Securities Act because our securities were exchanged by us with our existing security holders exclusively where no commission or other remuneration was paid or given directly or indirectly for soliciting such exchange.

(b) Use of Proceeds from Public Offering of Class A Common Stock

On April 15, 2021, the Registration Statements on Form S-1 (File No. 333-254576) for the initial public offering of our Class A common stock was declared effective by the SEC.

Shares of our Class A common stock began trading on the Nasdaq Global Market on April 16, 2021. The offering closed on April 20, 2021.

The underwriters of our IPO were Goldman Sachs & Co. LLC, J.P. Morgan, BofA Securities, SVB Leerink, Allen & Company LLC and KeyBanc Capital Markets.

We paid the underwriters of our IPO an underwriting discount totaling approximately $35.1 million. In addition, we incurred expenses of approximately $4.3 million which, when added to the underwriting discount, amount to total expenses of approximately $39.5 million. Thus, the net offering proceeds, after deducting underwriting discounts and offering expenses, were approximately $462.4 million. No offering expenses were paid directly or indirectly to any of our directors or officers (or their associates) or persons owning 10.0% or more of any class of our equity securities or to any other affiliates.



84
[image: ]

We are holding a significant portion of the balance of the net proceeds in bank deposits held in checking accounts. There has been no material change in the planned use of proceeds from our IPO from those that were described in the final prospectus filed pursuant to Rule 424(b) under the Securities Act and other periodic reports previously filed with the SEC.

(c) Issuer Purchases of Equity Securities

None.
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Item 6. Exhibits.

Exhibit Index:

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Incorporated by Reference
	
	

	Exhibit number
	
	
	
	
	Description
	Form
	File No.
	Exhibit No.
	Filing Date
	Filed / Furnished
	

	
	
	
	
	
	
	
	
	
	
	Herewith
	

	3.1
	Amended and Restated Certificate of Incorporation of Recursion Pharmaceuticals,
	8-K
	001-40323
	3.1
	April 21, 2021
	
	

	
	Inc.
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	3.2
	Amended and Restated Bylaws of Recursion Pharmaceuticals, Inc.
	8-K
	001-40323
	3.2
	April 21, 2021
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	4.1
	Amended and Restated Investors’ Rights Agreement by and among the Registrant
	S-1/A
	333-254576
	4.1
	April 15, 2021
	
	

	
	and certain of its stockholders, dated September 1, 2020.
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	4.2
	Specimen Class A common stock certificate of the Registrant.
	S-1/A
	333-254576
	4.2
	April 15, 2021
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	10.1+
	Exchange Agreement dated April 20, 2021 among the Registrant, Christopher
	10-Q
	001-40323
	10.1
	May 12, 2021
	
	

	
	Gibson, Ph.D., and the Gibson Family Trust.
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	10.2+
	Equity Exchange Right Agreement dated April 20, 2021 among the Registrant,
	10-Q
	001-40323
	10.2
	May 12, 2021
	
	

	
	Christopher Gibson, Ph.D., and the Gibson Family Trust.
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	10.3
	Office Lease by and between Vestar Gateway, LLC and Registrant, dated November
	
	
	
	
	X
	

	
	13, 2017, as amended.
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	31.1
	Certification of Principal Executive Officer Pursuant to Rules 13a-14(a) and 15d-
	
	
	
	
	X
	

	
	14(a) under the Securities Exchange Act of 1934, as Adopted Pursuant to Section
	
	
	
	
	
	
	
	
	
	
	
	

	
	302 of the Sarbanes-Oxley Act of 2002.
	
	
	
	
	
	
	
	
	
	
	
	

	31.2
	Certification of Principal Financial Officer Pursuant to Rules 13a-14(a) and 15d-14(a)
	
	
	
	
	X
	

	
	under the Securities Exchange Act of 1934, as Adopted Pursuant to Section 302 of
	
	
	
	
	
	
	

	
	the Sarbanes-Oxley Act of 2002.
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	32.1*
	Certification of Principal Executive Officer and Principal Financial Officer Pursuant to
	
	
	
	
	X
	

	
	18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley
	
	
	
	
	
	
	

	
	Act of 2002.
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	101.INS
	XBRL Instance Document
	
	
	
	
	X
	

	101.SCH
	XBRL Taxonomy Extension Schema Document
	
	
	
	
	X
	

	101.CAL
	XBRL Taxonomy Extension Calculation Linkbase Document
	
	
	
	
	X
	

	101.DEF
	XBRL Taxonomy Extension Definition Linkbase Document
	
	
	
	
	X
	

	101.LAB
	XBRL Taxonomy Extension Label Linkbase Document
	
	
	
	
	X
	

	101.PRE
	XBRL Taxonomy Extension Presentation Linkbase Document
	
	
	
	
	X
	

	104
	Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit
	
	
	
	
	X
	

	
	101)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



· The certifications furnished in Exhibit 32.1 hereto are deemed to accompany this Quarterly Report on Form 10-Q and will not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended. Such certifications will not be deemed to be incorporated by reference into any filings under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to the extent that the Registrant specifically incorporates it by reference.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized on August 13, 2021.

RECURSION PHARMACEUTICALS, INC.

By:	/s/ Christopher Gibson
[image: ]

Christopher Gibson

Chief Executive Officer

(Principal Executive Officer)

By:	/s/ Michael Secora
[image: ]

Michael Secora

Chief Financial Officer

(Principal Financial and Accounting Officer)
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Exhibit 31.1

Certification of Principal Executive Officer

Pursuant to Rules 13a-14(a) and 15d-14(a) of the Securities Exchange Act of 1934, as amended

I, Christopher Gibson, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Recursion Pharmaceuticals, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and

15d-15(e)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(c) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

/s/ Christopher Gibson

Christopher Gibson, Chief Executive Officer (principal executive officer)

Date: August 13, 2021

Exhibit 31.2

Certification of Principal Financial Officer

Pursuant to Rules 13a-14(a) and 15d-14(a) of the Securities Exchange Act of 1934, as amended

I, Michael Secora, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Recursion Pharmaceuticals, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and

15d-15(e)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(c) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

/s/ Michael Secora

Michael Secora, Chief Financial Officer (principal financial officer)

Date: August 13, 2021

Exhibit 32.1

Certifications of Principal Executive Officer and Principal Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report of Recursion Pharmaceuticals, Inc. (the “Company”) on Form 10-Q for the period ended June 30, 2021 as filed with the Securities and

Exchange Commission on the date hereof (the “Report”), I certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

/s/ Christopher Gibson

Christopher Gibson, Chief Executive Officer (principal executive officer)

/s/ Michael Secora

Michael Secora, Chief Financial Officer (principal financial officer)

Date: August 13, 2021
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OFFICE LEASE

‘This Office Lease (the "Lease"), dated as of the date set forth in Section 1 of the Summary of Basic Lease
Information (the "Summary”), below, is made by and between VESTAR GATEWAY, LLC, a Delaware limited
liability company ("Landlord"), sod RECURSION PHARMACEUTICALS, INC., a Delaware corporation

(Tenant’).
SUMMARY OF BASIC LEASE INFORMATION
‘TERMS OF LEASE 'DESCRIPTION
L Due November 13,2017
2 Premises

21 Building: That cerain two (2) story office building containing
‘approximately 99,172 rentable square feet of space,
‘commonly known as Station 41 at The Gateway, 41
South Rio Grande, Salt Lake City, Uah, and
depicted in Exhibit A t0 this Lease.

22 Premises: ‘The Premises consists of the eatire Building

3. LeaseTem

(Article 2).

31 Lengthof Temn: Approximately ten (10) years commencing s of the.
Lease Commencement Date (ss defined below).

32 Delivery Date: ‘The date that Landlord delivers the Premises to
Tenant in the condition required under Section 1.3
below. The Delivery Date is anticipated to occur on
December 1, 2017

33 Leasc Commencement Date: The carler to occur of the issuance of a final
certificate of occupancy for the Premises by the
Building Services Department of Salt Lake City
Corporation, or June 1, 2018.

34 Lease Expiration Date: May 31,2028,

4 BaseRent(Anicle3):
41 AmountDue:
Monthly Installment Approximste

of Base Rent Based on Monthly Installment “Annual

e =T P

Period Five Years Entire Premises Foot
06/01/18 - 053119 5209,078.38° $235,533.50 28500
06/01/19- 0531720 s21535073 $242,599.51 529360
060120~ 0531721 s221811.25° $249.877.49 0240
060121 - 0531722 522846559 s25731382 s3L1ev
0601220531723 23531955 5265,095.03 32080
0601723 - 0531724 $273,047.88 527304788 s313.040
060124 - 0531725 528123932 528123932 $3403
0601725 - 05731126 $289,676.50 $289,676.50 3505
060126 - 05731727 529836679 5298,366.79 $36.10
060127 - 05731728 $307.317.79 $307317.79 $37.19
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*During the period from June 1, 2018 through May 31, 2023 (the "Reduced Rent Period"), Tenant shall only
be required to pay Base Rent on 88,033 reatable square fect of the Premiscs (rather than on the entire 99,172
rentable square feet), as shown in the second colum of the rental chart above. The "Reduced Rent Amount”
refers o the amount of Base Rent that Tenant is not paying for the entire Premises (i.c., the remaining 11,151
rentable square fect) during the Reduced Rent Period. Landlord shall have the right to purchase the Reduced
Rent from Tenant pursuaat to Scction 3.2 below, in which case, from and aficr the date such payment is
received, Base Rent shall be payable by Tenant as shown in th third column of the rental chart above.

If the Lease Commencement Date occurs prior to Junc 1, 2018, the the parties shall cxecute an amendment to
this Lease to update the rental chart set forth above.

42 RentPayment Address: Ifby check and seat via United States Postal
Service:

Vestar Gateway, LLC
Department # 880114

PO Box 29650
Phoenix, Arizona 85038 - 9650

by check and scot via Federal Express:

J.P. Morgan Chase (AZI - 2170)
At Vestar Gateway, LLC

PO Box 29650, Dept. 880114

1820 E. Sky Harbor Circle South
Phocaix, Arizona 85034

Ifby wire:

Account Name: Vestar Gateway, LLC
Bank: J.P. Morgan Chase

Method: ACH
Account No. 780182130

ABA/Routing: 122100024
‘Tax Payer ID # 37-1797456.

5. BaseYear Calendar year 2017.
(Article 4):

6. Pemined Use ‘As more fullyset forth in this Lease, geaeral office
(Aniicle 5): and, subject to the terms of Section 5.1 and

Article 24 of this Lease, Laborstory Use (as defined
below) and all ancillary uses related thereto.

7. Letierof Credit $3,800,882.00
(Article 21):

8. ParkingPasses Up to two hundred cighty-cight (288) parking
(Article 28): passes for use in the parking garage located below

the Building, of which up to tweaty-five (25) of
such parking passes are rescrved parking passcs,
subject o the terms of Article 28 of this Lease.

sossest sy
7339800076113 2 Remon Prarmasemsat b





image105.png
'DocuSign Envelope 1D: DIFT30GF-D384-4DF7-AADG-189CE4211CDA

9. Address of Tenant Recursion Pharmaceuticals
(Section 29.1 630 Komas Drive, Suite 300
Salt Lake City, Utah 84108
Atention: Joha Pereira
(Prior to Lease Commencement Datc)
and Recursion Pharmaceuicals

41 South Rio Grande
Salt Lake City, Utah 84101
Attention: John Pereira

(After Lease Commencement Datc)
With a copy to:
Holland & Hart LLP
201 South Main Strees, Suite 2200
Salt Lake City, Utah 84101
‘Atention: Adrienne Bell, Esq.

10. Address of Landiord Vestar Gateway, LLC

(Section 29.1 clo Vestar Development Co.
2425 East Camelback Road, Suite 750

Phoenix, Arizona 85016

Ateation: President
1. Broker(s) Cushman & Wakefield (for Landlord)
(Section 2924):
12 ‘Tenant Improvement Allowance '$3,966,880.00 (based on $40.00 per rentable square
(Section 2 of Exhibit B): foot of the Premises).
wesstiuse

ST 3





image106.png




image5.png




image107.png
DocuSign Envelope ID: DIF7393F-D384 4DF7-AADS-189C94211CDA

‘govermental authorites for the use of the Patio Arca as described herein, which permits and approvals Landlord
shall apply for no later than the Lease Commeacement Date. The Patio Arca shall be used by Teaant in 2 manaer
consistent with 2 first<lass office project containing outdoor decks, on the terms and conditions set forth hercin.
‘Tenant may install furniture, plants, a movable outdoor gas grill, and other items, within the Patio Area, subject to
Landlord's prior conseat, which shall not be unrcasonably withheld, conditioned, or delsyed (however, it shal be
reasonable for Landlord to withhold its conseat for any such items if, in Landlord' sole but reasonable judgmeat,
such items are not consistent with the quality and character of the outdoor areas of the Project). Tenant shall not
make any permanent improvements or aherations t0 the Patio Area, nor shall Tenant be permitted to instal or place
on the Patio Area any fumiture, fixtures, plants or other items of any kind whatsoever without the conseat of
Landlord, which consent shall not be unreasonably withheld, conditioned or delayed (however, it shall be reasonable:
for Landlord to withhold its conseat for any such items if, in Landlord's sole but reasonable judgment, such items
are not consistent with the quality and character of the outdoor areas of the Project). Tenant shall not be permiticd
to display any graphics or insignias or the like on the Patio Area. Landlord shall have the right,in ts sole discretion,
to make improvements and alterations to the Patio Area 5o long as such improvements and alterations do not
materilly adversely affect Tenants use and cajoyment thereof. Upon providing Tenant with seven (7) days'
advance written notice, Landlord shall have the right to temporarily close the Patio Area or limit access thercto from
ime to time in connection with Patio Arca or Building repairs or maincnance andor for other reasorable purposes.
(except in the eveat of an cmergeacy, in which casc prior written notice is not required, but Landlord shall use
commerciall reasonable cffors to notify Tenant as promply as possible under the circumstances). Tenant’s right to
use the Patio Arca shall be conditioned upon Tenant abiding by all reasonable 2nd non-discriminatory rules and
regulations which are prescribed by Landlord in writing from time to time for use of the Building’s decks of which
Tenant bas received prior written notice.

142 If the Patio Area requires additional cleaning as a result of the use thereof by Tenant or
any Tenant Patio Area Users (hereinafier defined), then such additional cleaning shall be performed, at Teaaat's
expense, by Landlord's cleaning contractor and Tenant shall reimburse Landlord for Landlord's actual, out-of-pocket
costs incurred to perform such cleaning within thirty (30) days after reccipt of an invoice therefor, together with
reasonable documentation of such costs. Except o the extent caused by Landlord's gross negligence or inteational
acts, () Tenant acknowledges and agrees that Tenant assumes the isk for any loss, claim, damage or lability arising.
out of the usc or misusc of the Patio Arca by Tenant's cmployees, officers, dircctors, sharcholders, agents,
representatives, contractors and/or invitees (he "Tenant Patio Area Users"), and (i) Tenant releases and
discharges Landlord from and against any such loss, claim, damage or liability. Tenant further agrees to indeannif
defend and hold Landlord and the "Landlord Partcs,” as that terma is defined below, harmilcss from and against any
and all losses and claims relating to or arisiag out of the use or misuse of the Patio Area by Tenant or Tenant's Patio
Area Users except o the extent caused by the negligence or willful misconduct of Landlord,its ageats, employees or
contractors. Tenant acknowledges and agrees that the other occupants of the Project ({ogether with ther respective
‘employees, offcers, directors, sharcholders, ageats, representatives, contractors and/or invitees, collectively "Other
Patio Area Users") may or shell have non-cxclusive rights of access to the Patio Area and that Landlord shall have
0o Tiabilty or responsibility to monitor the usc, or manner of usc, by any Other Patio Arca Users; provided,
however, that in the event the Patio Area is damaged by the Other Patio Arca Users, Landlord shall use
commercially reasonable efforts to enforce such provisions to cause the Other Patio Arca Users to fulfll their
obligations under thir respective leases.

143 Without limiting the foregoing, i is understood that the Patio Arca is and shall remain a
public and common area and is not part of the Premises and the license to use the Patio Area granted herein is not a
lease and does not confer any rights with respect to the Patio Arca other than as expressly stated in this Section.
Except as otherwise provided in this Lease, the term of the license hercby granted to Tenant shall commence on the
Lease Commencement Date and unless sooner revoked by Landlord, the ferm of said license shall terminate upon
the expiration or earier termination of this Lease. Notwithstanding anything in this Lease to the contary, the
license granted hercby may be revoked by Landlord at any time, only for cause (but not otherwisc), immediatcly
upon Landlord giving Tenant writien notice of such revocation and in any such event, Landlord shall have no
liability to Tensat, and Tenant acknowledges and agrees that Tenant shall not be entitled to any diminution or
abatement of reat or other compensation for diminution of rental value, nor shall this Lease or any of Tenants
obligations hercunder be affected or reduced, as 2 result of such revocation by Landlord. For purposes of this
Section, the term "for causc” shall mean a governmental or similar requirement preventing Tenants usc of the Patio
Area, an emergency, a safety reason, a default by Tenant under ths Lease with respect to Teaants failure to use the
Patio Area in accordance with the provisions of this Lease (which default is not cured to Landlord's reasonable
satisfaction within ten (10) days after Tenant’s receipt of writen notice thercof, withou reference to any other notice
or cure period provided for in this Leasc).

ARTICLE 2
LEASE TERM

21 General The terms and provisions of this Lease shall be cffective as of the date of this Lease
‘except for the provisions of this Lease relating (o the payment of Rent. The term of this Lease (the “Lease Term”)
shall be as determined in accordance with Section 3.1 of the Summary, shall commence on the date determined in
accordance with Scction 3.3 of the Summary (the “Lease Commencement Date”), and shall terminate on the date
determined in accordance with Section 3.3 of the Summary (the "Lease Expiration Date") unless this Lease is
sooner terminated as hereinafler provided. The "Delivery Date” shall be date described in Section 3.2 of the
‘Summary. For purposes of this Lease, the term “Lease Year” shell mean each consccutive twelve (12) month
period during the Lease Term. This Lease shall not be void, voidable or subject to termination, nor shall Landlord
be liable to Teaaat for any loss or damage, resuling from Landlord's inabiliy to deliver the Premises to Tenant by
any particular date; provided that if Landlord fais to deliver possession of the Premises by January 1, 2018, as such
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date may be extended by Force Majeure, as defined below (such date, as so extended, the "Trigger Date”), Teaant
may, at Tenants optian, () terminate this Lease upon providing written notice to Landlord no later than tea (10)
days after the Trigger Date, and upon such termination, Landlord shall promptly retum all funds previously paid to
Landlord by Tenant hereunder and, upon such reimbursement, this Lease shall terminate and neither party shall have
further obligation to the other hereunder, or (i) delay commencement of the Tenant Improvements (as defined
below) until Landlord is sble to deliver possession of the Premiscs, in which cvent the Leas Commencement Date
and Lease Expiration Date shall cach be extended day-for-day equal to the number days of Landlord' delay in
delivering possession. At any time during the Lease Term, Landlord may deliver to Tenant, or Tenant may request
from Landlord, 3 notice in the form as st forth in Exhibit C, attached hereto, as 2 confirmation only of the
information set forth therein, which cach party shall execute and retum to Landlord within five (5) days of receipt
thercof.

22 Beneficial Occupancy. Notwithstanding any provision o the conirary contained in this Lease,
‘Tenant shall have the right to occupy all or any portion of the Premiscs for the conduct of its business prior 1o the
Lease Commencement Date, provided that (7) Tenant shall give Landlord at lest three (3) days' prior written notice:
of any such occupancy for the conduct of its business, (i) govemmental approval (including permit “sign-offs")
permiting the occupancy of the Premiscs by Tenant shall have becn issucd by the appropriate governmental
authorities for cach such portion to be occupicd, (i) Tenant shall have defivered to Landlord satisfactory evidence
of the insurance coverage required 10 be carried by Tenant in accordance with Article 10 below with respect to the
applicable portion of the Premises, and (iv) all of the terms and conditions of this Lease shall apply, other than
‘Tenant’s obligation to pay Base Rent and Tenant’s Share of Building Direct Expenses (as defincd below), a though
the Lease Commencement Date had occurred (although the Leasc Commencement Date shall not acually occur
until the occurrence of the same pursuant to the terms of Section 2.1)

23 Renewal Option.

231  Option Right Landlord hereby grats to the original Tenant exccuting this Lease
(“Original Tenant") and any Non-Transferee Assignee (as defined in Section 14.7 below) one (1) option to extend
the Lease Term for a period of five (5) years (the “Option Term"), which option shall be cexercisable only by
‘written notice delivered by Tenant to Landlord as provided below, provided that the following conditions (the
~Option Conditions") are satisfied: (i) as of the date of delivery of the Option Exercisc Notice, this Lease remains
i full force and effect, Tenant is not in Default under this Lease, and Original Tenant (and/or any Permitted Non-
Transferee, as defined in Section 14.7 below) occupies the entire Premises; (ii) as of the end of the initial Lease
‘Term, this Lease remains in fullforce and effect, Tenant is not in Default under this Lease; and (i) Original Tenant
(and/or any Permittcd Non-Transferee) occupies the entirc Premises at the time the option to extend is exercised and
25 of the commencement of the Option Term. Landlord may, at Landlord's option, exercised in Landlord's sole and
absolute discretion, waive any of the Option Conditions in which case the option, if otherwise properly exercised by
Teaant, shall remain in full force and cffect. Upon the proper exercise of such option to extend, and provided that
‘Tenat satisfies all of the Option Conditions (cxcept those, if any, which are waived by Landlord), the Lease Term,
s it applics to the Premises, shall be cxtcnded for a period of five (5) years. The rights contained in this Section 2.3
shall be personal to the Original Tenant and any Non-Transferce Assignes, and may be exercised only by the
Original Tenant or any Non-Transferce Assignee (and not by any other assignee, sublessee or other "Transferee,” as
that temn is defined in Section 14.1, below, of Tenants interest in this Leasc), unless otherwise agreed to by
Landlord.

232 Option Rent. The annual Rent payabie by Tenant during the Option Term (the "Option
Ret") shall be the "Fair Reatal Value," as that tem is defined in Section 2.3.3 below, for the Premises for the
Option Term.

233 Fair Rental Value. As uscd in this Lease, “Fair Rental Value” shall be cqual o the reat
(including additional reat and considering any "base year” o "expense stop” applicable thercto) on an annual per
reatable square foot basis, including all escalations, at which, as of the commencement of the Option Term, tenants
are leasing non-sublease, non-encumbered, non-equity space which s comparable in size, location and qualty t0,
‘and used for similar uses as, the Premises, for a comparable lease term, in an arm's length transaction consummated
duriag the twelve (12) month period prior to the date on which Landlord delivers the "Option Rent Notice,” as that
term is defined in Section 2.3.4, below, which comparable space is located in the Project, or if there are not a
sufficient mumber of comparable transactions in the Project, then in comparable first-class institutionally-owned
buildings which are comparable to the Building in terms of tenant mix, age (bascd upon the date of completion of
‘construction or major renovation), quality of construction, level of services and amenitis, size and appearance, and
are located in Salt Lake City, Utah ("Comparable Buildings"), taking into consideration the value of the existing
improvements in the subject space, such value to be based upon the age, condition, design, quality of finishes and
Iayout of the improvements and the exteat to which the same could be utlized by a general office user (but taking
into_consideration, as applicable, the fact that the precise tenant improvements existing i the Promiscs are
specifically suitable to Tenant) and the following concessions (collcctively, the "Concessions™): () renal
abatement concessions,if any, being granted such tenants in connection with such comparable space; and (b) other
reasonable monetary concessions being granted such tenants in connection with such comparable space; provided,
however, that in calculating the Fair Reatal Value, no cousideration shall be given to () the fact that Landlord is or
s not required to pay a real cstate brokerage commission in connection with Tenant's cxercise of its ight to lease the
subject space during the term thereof, or the fact that landlords arc or arc not paying real estte brokerage
‘commissions in connection with such comparable space, (i) any period of rental abatement, if any, granted to
tenants in comparable transactions in connection with the design, permitting and construction of tenant
improvements in such comparable spaces, and (ii teaant improvements or ellowances provided or to be provided
for such comparable space. The Fair Reatal Value shall additionally include a determination as to whether, and if so
10 what exteat, Tenant must provide Landlord with financial security, such as a lette of credit or guaranty, for
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Tenant's Rent obligations during the Option Term. Such Concessions, at Landlord's clection, cither (A) shall be
reflected in the effective reatal ate payable by Teaant (which effective rental rate shall take into consideration the
total dollar value of such Concessions as amortized on a straightline basis over the applicable term of the
comparable transaction), in which case such Concessions evidenced in the cffective rental rate shall not be granied
to Tenant, o (B) shall be granted to Tenant in kind.

234 Exercise of Option. The option conained in this Section 2.3 shall be exercised by
Tenant, if at all, only in the following manner: () Teaant shall deliver written notice (the "Option Exercise
Notice") to Landlord not more than fifieen (15) months nor less than twelve (12) months prior to the expiation of
the initial Lease Term, stating that Tenant i imevocably exercising its option for the entire Premises then being
leased by Tenant; (i) Landlord, within thirty (30) days afier reccipt of the Option Exercise Notice, shall deliver
notice (the “Option Rent Notice") to Tenant setting forth the proposed Option Rent, which Option Rent Notice
shall tate the basis upon which Landlord calculated the proposed Option Rent; and (i) Tenant, within ten (10) days
after Tenant' reccipt of the Option Rent Notice, shall send written nofice to Landlord cither (A) confirming Tenan's
agreement with the proposed Option Rent contained in the Option Reat Notice, or (B) objecting to the Option Rent
contained in the Option Reat Notice. If Tenaat timely objects to the Option Reat Notice or fals to timely respond o
the Option Rent Notice, then the parties shall follow the procedure, and the Option Reat shall be detcrmined, as set
forth in Section 2.3.5 below.

235 Determination of Option Rent. In the event Tenant timely and appropriately objects to
the Option Rent, Landiord and Tenant sball attempt to agree upon the Option Reat using their best good-faith
efforts. If Landlord and Tenant fail to reach agreement within ten (10) businss days following Tenant’ objection to
the Option Reat (the "Outside Agreement Date”), then each party shall make a separate determination of the
‘Option Reat within five (5) business days, and such determinations shall be submitted to arbitration in accordance
with Sections 2.3.5.1 through 2.3.5.7 below.

2351 Landiord and Tenant shall each appoint onc arbitrator who shall by profession
be a real estate broker licensed in the State of Utah in good standing who shall have been active over the five (5)
year period ending on the date of such sppointment in the leasing of projects comparable to the Project located
within the greater Salt Lake City market. The determination of the arbitrators shall be limited solely to the issuc
area of whether Landlord's or Tenant’s submitted Option Rent i the closest t the actual Option Rent as determined
by the arbitrators, taking into account the requiremeats of Section 2.3.3 of this Lease. Each such arbitrator shall be
appointed within fifieen (15) days afer the Outside Agreement Date.

2352 The two arbitrators 5o appointed shall within ten (10) days of the date of the
appointment of the last appointed arbitrator agree upon and appoint  third arbitrator who shall be qualified under
the same critera set forth hercinabove for qualification of the nitil two arbirators, provided that the third arbirator
shall not be thea representing Landlord or Teaant.

2353 The three arbitrators shall within thirty (30) days of the appointment of the third
arbitrator reach a decision as to whether the partes shall use Landlord's or Tenant’ submitted Option Reat and shall
notify Landlord and Tenant thercof.

2354 The decision of the majority of the three (3) arbitrators shall be binding upon
Landlord and Tenant.

2355 If cither Landlord or Tenant fals to appoint an arbitrator within fificen (15) days
after the Outside Agreemeat Date, the arbitrator appointed by ouc of them shall reach 2 decision, notify Landlord
and Tenant thereof, and such arbitrator's decision shall be binding upon Landlord and Tenant.

2356 If the two (2) arbitrators fail to agree upon and appoint a third arbitrator, or if
both parties fail to appoint an arbitrator, then the appointment of the third arbitrator or any arbitrator shall be
dismissed and the matter 10 be decided shall be forthwith submitied to binding, final, non-appealable arbitration
before a JAMS arbitrator mutually agreed upon by Landlord and Tenant. If Landiord and Tenant cannot agree on
the arbitrator, the parties will so inform JAMS, who will then be authorized to sclect a JAMS judge to arbirate the
matter

2357 The cost of arbitration shall be paid by Landlord and Tenant equally.

24 Termination Option. Provided Tenant fully and completcly satisfes each of the conditions sct
forth in this Section 24, the Original Tenant shall have the option ("Termination Option") to terminate this Lease
effective as of the expiration of the sixtieth (60°) full calcadar month of the Lease Term (the *Termination Date”).
In order to exercise the Termination Option, Teaant must fully and completely satisfy each and every one of the
following conditions: (a) Tenant must give Landlord written notice ("Termination Notice") of its exercise of the
‘Temmination Option, which Termination Notice must be delivered to Landlord at least nine (9) months prior to the
‘Termination Date; (b) at the time of the Termination Notice Tenant shall not be in Default under this Lease after
xpiration of applicable cure periods; and (c) concurrently with Tenants delivery of the Termination Notice to
Landlord, Tenant shall pay to Landlord a termination fec (“Termination Fee") equal o the unamortized balance, as
of the Termination Date, of (i) the Tenant Improvement Allowance (and the Additional Allowance, if applicablc),
and (i) the brokerage commmissions paid by Landlord in connection with this Lease. Amortization pursuant to the
forcgoing, shall be calculated oa a one hundred tweaty (120) month amortization schedule commencing as of the
Lease Commencement Date based upon equal monthly payments of principal and interest, with interest imputed on
the outstandiag principal balance at the rate of eight percent (8%) per annum. The rights contained in this
Section 2.4 shall be personal to the Original Tenant, and may be exercised only by the Original Tenant (and not by
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any assignee, sublessee or other Transferee of Tenant's interest in this Lease). If Tenant cxercises Teaants
Termination Option, then, on or before the Termination Date, Tenant shall vacate and surrender the Premises to
Landlord in the condition required by this Lease (as if the Termination Date were the original cxpiration date under

the Lease).
ARTICLE3
BASE RENT
3.1 General Tenantshall pay, without prior notice or demand, to Landlord o Landlord's agent a the

address sct forth in Section 4.2 of the Summary, or, at Landlord's option, at such other place as Landlord may from
time to time designate by delivering written notice to Tenant at Tenanf’ notice address 2s set forth herein, by
check or wire transfer for currency which, at the time of payment, is legal tender for private or public debts in the
United States of America, base reat ("Base Rent") as sct forth in Section 4 of the Summary, payable in equal
monthly installments as set forth in Section 4 of the Summary in advance on or before the first day of each and
every calendar month during the Lease Term, without any sctoff or deduction whatsoever, except as otherwise
expressly set forth in this Lease. The Base Reat for the fist full month of the Lease Term which occurs aftr the
expiration of any free rent period shall be paid at the time of Tenant’ exccution of this Lease. If any Rent payment
date (including the Lease Commencement Date) falls on a day of the month other than the firstday of such month or
if any payment of Rent is for a period which is shorter than one month, the Rent for any fractional month shall
accrue on 2 daily basis for the period from the date such payment is due o the end of such calendar month or to the
end of the Lease Term at  rate per day which is equal to 1/365 of the applicable annual Rent. Al other payments or
adjustments required to be made under the terms of this Lease that require proration on 2 ime basis shall be prorated
on the same basis.

32 Right to Purchase Reduced Rent Amount Notwithstanding anything to the contrary contained
in Section 4.2 of the Summary, Landlord reserves the right, in is solc and absolute discretion, to clect to pay Tenant
the entire Reduced Rent Amount or any such remaining Reduced Rent Amount, as applicable, in cash prior to the
scheduled application of the same. If Landlord clects to pay Tenant the Reduced Rent Amount, or any portion
thereof, then with respect to those portions of the Reduced Reat Amount that Landlord has so paid, from and after
the date thereof, Tenant shall pay Base Rent pursusnt the third column io the rental chart set forth in Secction 4.1 of

the Summary.
ARTICLE4
ADDITIONAL RENT
41 General Terms. In addition to paying the Basc Rent specified in Article 3 of this Lease, Tenant
shall pay "Temant's Share" of the annual "Direct Expenses,” as those terms are defined in Sections 4.2.6 and 4.2.2

of this Lease, respectively, allocated to the teaants of the Building pursuant to Scction 4.3.1 below, which are in
excess of the amount of Direct Expenses applicable to the "Basc Year,” as that term is defined in Section 4.2.1,
below, allocated to the tenants of the Building pursuant to Scction 4.3.1 below; provided, however, that in no event
shall any decrease in Direct Expeases allocated to the tenants of the Building pursvant to Section 4.3.1 below for
any Expense Year below Dircct Expeases allocated to the tenants of the Building pursuant to Section 43.1 below
for the Base Year catitle Tenant t0 any decrease in Base Rent o any credit against sums due under this Lease,
‘except as set forth in Section 4.4.1. Such paymeats by Tenant, together with any and all other amounts payable by
Tenant to Landlord or Landlord's property manager pursuant o the terms of this Lease, are hereinafter collctively
referred to as the "Additional Reat”, and the Basc Rent and the Additiona] Rent are herein collectively referred to
as "Rent.” Al amounts due under this Article 4 as Additional Rent shall be payable for the same periods and in the
same manner as the Base Rent. Without limitation on other obligations of Tenant which survive the cxpiration of
the Lease Term, the obligations of Tenant to pay the Additional Rent provided for in this Article 4 shall survive the
expiration of the Lease Term. As of the date hereo, the parties acknowledge and agres that Tenant s the sole tenant
of the Building.

42 Definitions of Key Terms Relating to Additional Rent. As used in this Article 4, the following
terms shall have the meanings hereinafter set forth:

421 "Base Year" shall mean the period sct forth in Section S of the Summary.
422 "Direct Expenses” shall mean "Operating Expenses” and "Tax Expenscs.”

423 "Expense Year” shall mean each calendar year in which any portion of the Lease Term
falls, through and including the calendar year in which the Lease Term expircs.

424 "Operating Expenses” shall mean all actual expenscs, costs and amounts of every kind
and nature which Landiord pays or accrues during any Expense Year because of or in connection with the
‘ownership, management, maintenance, sccurity, repair, replacement, restoration or operation of the Project, or any
portion thereof, including, without limitation, any and all of the following (excluding any Operating Expense
Exclusions, as defined below): (i) the cost of supplying all utiites to the Common Arcas (but not o the Premiscs),
the cost of operating, repairing, maintaining, and renovating the utlty, telephone, mechanical, saniary, storm
drainage, and clevator systems, and the cost of maintenance and service contracts in connection therewith; (i) the
cost of licenses, certificates, permits and inspections and the cost of contesting any govemmental enactmeats which
may affect Operating Expenses, and the costs incurred in connection with 2 ransportation system management
‘program or similar program; (i) the cost of al insurance carried by Landlord o the property manager of Landlord
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i connection with the Project in such amouats as Landlord may reasonably determine or as may be required by the
Declarations, any mortgagees or the lessor of any underlying or ground lease affecting the Project and/or the
Building; (iv) the cost of landscaping, relamping, all supplics, t0ols, equipment and materials used in the operation,
repair and maintenance of the Project, or any portion thercof; (v) reasonable costs incurred in conncction with the
parking areas scrvicing the Project; (vi) reasonable fees and other costs, including management fees, consulting fess,
legal fees and accountng fees, of all contractors and consultants in connection with the management, operation,
‘mainteaance or security of the Project, and employer's Social Securty taxes, unemployment taxes or insurance, and
any other taxes which may be levied on such wages, salaries, compensation and beaefis; provided, that if any
employess of Landlord provide services for more than one project of Landlord, then a prorated portion of such
employees' wages, benefits and taxes shall be included in Operating Expenses based on the portion of their working
time devoted to the Project; (vi) paymeats under any equipment rental agreemeats and the far rental value of any
management office space and the cost of fumishings in such management office space; (viii) wages, salarics and
other compensation and. benefits, including taxes levied thercon, of all persons engaged in the operation,
‘maintenance and sccuriy of the Project; provided, that if any employees of Landlord provide servicss for more than
‘one project of Landlord, then a prorated portion of such employess’ wages, benefits and taxes shall be included in
Operating Expenses based on the portion of their working time devoted to the Project; (ix) costs under any
instrument pertaining to the sharing of costs by the Project; (x) operation, repair, maintenance and replacement of all
systems and equipment and components thercof of the Building; (xi) the reasonable cost of janitorial for the
Common Area (but not for the Premiscs), alarm, security and other services, replacement of wall and floor
coverings, ceiling tiles and fixtures in common arcas, maintcnance and replacement of curbs and walkways, repair to
roofs and re-roofing; (xii) amortization (including interest on the unamortized cost) of the cost of acquiring or the
reatal expense of personal property used in the maintenance, operation and repair of the Project, or any portion
thereof; (xiii) the cost of capital improvements or other costs incurred in connection with the Project (A) which arc
intended to effect economies in the operation or maintcaance of the Project, or any portion thercof, or (B) that are
required under any governmental law or regulation; provided, however, that any capital expenditure shall be
amortized with interest over the lesser of it useful I o, if applicable, the period of time in which the savings from
such capital expenditure i equal to or greater than the cost of the capital expenditure, as Landlord shall reasonably
determine in accordance with generally accepied property management practices and accounting principles;
(xiv) costs, fees, charges or assessments imposed by, or resulting from any mandte imposed on Landlord by, any
federal, sate or local govemment for ire and police protection, trash removal, community services, or other services
‘which do not constitute “Tax Expenses” as that term is defined in Section 4.2.5, below; and (xv) payments under any
easemeat, licease, operating agreement, declaration, restrictive covenant, or instrument pertaining to the sharing of
costs by the Building (collectively, "CC&R Payments"), including, without limitation, all assessments levied
‘against Landlord or the Project pursuan to the Declarations (whether or not the same would otherwise be includable
in Operating Expenses pursuant to ths Section 4.3).

If Landlord s not furmishing any partcular work or service (the cost of which, if performed by Landlord,
‘would be included in Operating Expenses) to a tenant who has undertaken to perform such work or service i licu of
the performance thercof by Landlord, Operating Expenscs shall be decmed to be increased by an amount equal to
the additional Operating Expenses which would reasonably have been incurred during such period by Landlord if it
bad at its own expense furnished such work or service to such tenant. Ifthe Project is not at least nnety-five perceat
(95%) occupied during all or a portion of the Base Year or any Expense Year, Landiord may elect to make an
appropriste and reasonsble adjustment to the components of Operating Expenses for such year o determine the
amount of Operating Expenses that would have been incurred had the Project been nincfy-five perceat (95%)
occupied; and the amount 5o determined shall be deemed 10 have been the amount of Operating Expenses for such
year. Only as provided below in items (1) and (2), below, i the cvent Landlord incurs costs or expenses associated
‘with or relating to scparate items or categorics o subcacgorics of Operating Expenses which were not part of
Operating Expenses during the entire Base Year, Operating Expenses for the Base Year shall be deemed increased
by the amounts Landlord would have incurred during the Base Year with respect o such costs and cxpenscs had
such separate items or categories or subcategories of Operating Expenses beca included in Operating Expenscs.
during the entire Base Year. The forcgoing shall only apply as follows: (1) in the cvent any portion of the Project is
covered by a warranty at any time during the Base Year, Operating Expenses for the Base Year shall be decmed
increased by such amount as Landlord would have incurred during the Base Year with respect to the items or
maters covered by the subject warranty, had such warranty not beea in effect a the time during the Base Year; and
(2) any insurance premium resulting from any new forms of insurance including carthquake insurance shall be
deemed to be included in Operating Expeases for the Base Year. Operating Expenses for the Base Year shall not
include market-wide labor-rate increases due o extraordinary circumstances, including, but not limited to, acts of
‘war or terrorism, boycotts and strikes, and utility rate increases due to extraordinary circumstances including, but not
limited to, conservation surcharges, boycotis, embargoes or other shortages, or amortized costs relating 10 capital
improvements; provided, bowever, that at such time as any such partcular assessments, charges, costs or fees are no
Jonger included in Operating Expenses, such particular assessments, charges, costs or fees shall be excluded from
the Base Year calculation of Operating Expenses. Operating Expeases shall not, however, include any of the
following (collectively, the “Operating Expense Exclusions”): (A) except as otherwise specifically provided in
this Section 4.2, 10 the extent Landlord is reimbursed by insurance proceeds, the costs of repairs or other work
‘occasioned by fire, windstorm or other casualy (other than those amounts within the deductible limits of insurance.
‘policies actually carried by Landlord, which amounts shall be includable 25 Operating Expenscs so long as such
deductibles are within the generally prevailing range of deductibles to policies caried by landlords of comparable:
firs-class office buildings located in the vicinity of the Buikling); (B) costs of leasing commissioas, attorneys’ fecs
‘and other costs and expenses incurred in connection with negotiations or disputcs with prescat or prospective tenants
or other occupants of the Building; (C) except as otherwise specifically provided in this Section 4.2, costs incurred.
by Landlord in connection with the iniial development of the Project and any costs for repairs, capital additions,
alterations or replacements made or incurred to rectify or correct defects in design, materials or workmanship in
‘connection with any portion of the Building; (D) costs (including permit, icense and inspection costs) incurred in
renovating or otherwise improving, decorating or redecorating rentable space for other tenants or vacant rentable.
space; (E) cost of utliies or services sold to Tenant or others for which Landlord is aitied to reimbursement (other
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than through any operating cost reimbursement provision idetical or substantialy similar o the provisions set forth
in this Lease); (F) cxcept as otherwise specifically provided in this Scction 4.2, costs incured by Landlord for
alterations to the Building which are considered capital improvemeats and replacements under sound real estate
‘management and sccounting principles, consisteatly applied; (G) costs of depreciation and amortization, except on
‘materials, small tools and supplies purchased by Landlord to enable Landlord to supply services Landlord might
otherwise contract for with  third party, where such depreciation and amortization would otherwise have been
included in the charge for such third party services, all as detcrmincd in accordance with sound real estate
management principles, consistently applied; (H) costs of services or other bencfits which are not available to
‘Tenant but which are provided o other tenants of the Project; (I) costs o procure tenants and marketing, negotiating
‘and enforcing Project leases, including, without limitation, brokerage commissions, attorncys' fecs, advertising and
‘promotional expenses, and rent concessions, the costs incurred in removing and storing the property of former
tenants of the Project, and any other costs incurred due to the violation by Landlord or any other tenant of the terms
‘and conditions of any lease of space in the Building; (1) except as otherwise specifically provided in ths Section 4.2,
costs of debi service on debt or amortization on any mortgages, and rent and other charges, costs and cxpenses
‘payable under any mortgage, i any, including, without limitation, costs for points, prepayment penaltics, financing
and refinancing costs, appraisal coss, tile insurance and survey costs, and attomeys' fees; (K) the amount of the
‘managemeat fee paid by Landiord in connection with the management of the Building and the Project to the extent
such management fee is not exclusive to the Project and is in excess of three percent (3%) of the gross revenues of
the Project (which shall be grossed up by Landlord up to one hundred percent (100%) occupancy on an zonual
basis); (L) costs of any compensation and employee benefits paid to clerks, atiendants or other persons in 2
commercial concession operated by Landlord, except the parking facilites for the Project; (M) costs of rentals and
other related expenses incurred in leasing HVAC, elevators or other equipment ordinarily considered to be of a
capital nature except equipmeat which is used in providing janitorial or similar scrvices and which is not affixed to
the Building; (N) costs of advertising and promotion; and (0) costs of electrical power or other utiites for which
Tenant dircctly contracts with and pays a local public service company or other utlity provider; (P) expenses
(ncluding, without limitation, penalties and interest) resulting from the violation of Laws (as defined below) or any
contract by Landlord, Landlord's employees, ageats o contractors o other tenants of the Project; (Q) Landlord's
general corporate overhead; and (R) leaschold taxes on other tenants' personal property; (S) the cost of any
‘2batement, removal, or other remedial activities with respect to Hazardous Materials (as defined below); provided,
however, Operating Expenses may include the costs attributable to those actions taken by Landlord in connection
‘with the routine and ordinary operation and maintenance of the Building, including costs incurred in removing
limited amounts of Hazardous Matrials from the Building when such removal or spil is dircctly related to such
routine and ordinary maintenance and operation; (T) charitabie, civic and political contributions and professional
dues; (U) expenses for the use of the Project to accommodate cvents including, without limitation, shows,
promotions, kiosks, displays, filming, photography, private cveats and parties and ceremonies; (V) costs of repairs
10 the Premiscs, the Building or the Project necessitated by Landlord's default hereunder or its willful misconduct, or
gross negligence of Landlord or its employees or agents; (W) acquisition costs for sculpture, paintings or other
bjects of art or any extraordinary costs for the insuring, repair or maintenance thercof; and (X) bad debt and rent
Toss reserves.

425 Taxes

4251 “Tax Expenses” shall mean, subject to the provisions of Section 4.2.4 and
4.2:52, all federal, sate, county, or local govemmental or municipal taxcs, fecs, charges or other impositions of
every kind and nature, whether general, special, ordinary or extraordinary (including, without limiation, real estate
taxes, general and special assessments, transit taxes, leaschold taxes or taxes based upon the receipt of ren,
including gross receipts or sales taxes applicable to the receipt of reat, unless required to be paid by Tenant, personal
property taxes imposed upon the fixturcs, machinery, equipment, apparatus, systcms and cquipment, appurtenances,
fumiture and other personal property used in connection with the Project, or any portion thercof), which shall be
paid or accrued during any Expense Year (without regard to any different iscal year uscd by such governmental or
‘municipal authority) because of or in connection with the ownership, leasing and operation of the Project, or any
portion thercof.

4252 Any costs and expeases (including, without limitation, reasonable attomeys’
fees) incurred in attemping to protest, reduce or minimize Tax Expenses shall be included in Tax Expenses in the
Expense Year such cxpenses arc paid. Refunds of Tax Expeases shall be credited against Tax Expenses and
refunded to Tenant regardless of whe received, based on the Expense Year to which the rcfund is applicable,
provided that in no event shall the amount t0 be refunded to Tenant for any such Expense Year exceed the total
amount paid by Tenant as Additional Rent under this Article 4 for such Expense Year. If Tax Expenses for any
period during the Lease Term or any extension thercof arc increased after payment thercof for any reason, including,
without limitation, error or reassessmeat by applicable govemmental or municipal authoritics, Tenant shall pay
Landlord within thirty (30)) days of written demand therefor, together with reasonable documentation of such
expenses, Tenant’s Share of any such increased Tax Expenses included by Landlord as Tax Expenscs pursuant to the
terms of this Lease. Notwithstanding anything to the contrary contained in this Section 4.2.5 (except as set forth in
Section 4.2.5.1, sbove), there shall be excluded from Tax Expeases (3 all excess profits and income taxes, franchise
taxes, gift taxes, capital stock taxes, inheritance and succession taxes, cstae taxes, federal and state income taxes,
transfer and revenue taxes and other taxes applicable to Landlord's gencral or net income or imposed on o measured
by gross income (as opposed to reats, receipts or income atibutable to operations a the Project), (i) any items
included as Operating Expenses, (ii) any items paid by Tenant under Section 4.5 of this Lease, aod (iv) any tax
increment amounts applicable o the Project and paid by Landlord for which Landlord is eimburscd pursuant to any
participation or similar agresment with a city agency.

4253 If the Tax Expenses for the Base Year include special assessments from
prior period and such special asscssments terminate during the Lease Term, then from and after the date of such
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termination of the special assessment, the Tax Expeases for the Base Year shall be deemed to be reduced by the.
amount of such special assessment so that Tenant pays its full Tenant's Share of increases in the Tax Expeases
during the Lease Term.

426  “Tenant's Share" shall be calculated as the perceatage determined by dividing the
Dumber of reatable square feet of the Premises by the total rentable square feet in the Building (or the total reatable.
‘square fect leased in the Building if such total is greater than nincty-five percent (95%) of the total rentable squarc:

feet in the building).
43 Allocation of Direct Expenses to Building: Cost Pools.
431  Allocation of Direct Expenses to Building. The partics acknowledge that the Building

is a part of a mult-building project, and that the costs and cxpeascs incurred in comncction with the Project (.., the
Dircct Expenses) shall be shared between the tenants of the Building and the tenants of the Other Buildings.
Accordingly, as set forth in Sections 4.1 and 4.2 sbove, Direct Expenses are determined annually for the Project as 2
‘whole, and a portion of the Direct Expeases, which portion shall be determined by Landlord on an equitable basis,
shall be allocated to the tenants of the Building (a5 opposed to the tenants of the Other Buildings), and such portion
50 allocated shall be the amount of Dircet Expenscs payable with respect to the Building upon which Tenants Sharc
shall be calculated. Such portion of the Direct Expenses allocated to the tenants of the Building shall include all
Direct Expenses which are attributable solely to the Building, and an equitable portion of the Direct Expenses
atributable to the Project as a whole.

432 Cost Pools. Subject and in addition to the provisions of Section 4.3.1 above, Landlord
shall have the right, from time to time, in its discretion, to: () equitably allocate and prorate some or all of the
ing Expenses and/or Tax Expenses among differeat tenants and/or differeat buildings of the Project and/or on
& building-by-building basis (collectively, the "Cost Pools"), which Cost Pools may include, without limitation, the
office space tenants and retail space tenaats,if any, of the buildings in the Project and/or the office buildings and
retail buildings of the Project; and () to include or exclude existing or future buildings in the Project for purposes of
determining some o all of the Operating Expenses, Tax Expenses and/or the provision of various services and
‘amenities thereto, including allocation of Operating Expenses and/or Tax Expenses in any such Cost Pools.

44 Calculation and Payment of Additional Rent. If for any Expense Year ending or commencing
‘within the Lease Term, Tenants Share of Direct Expenses allocated to the tenants of the Building pursuant to
Section 4.3.1 above for such Expense Year excoeds Tenant's Share of Direct Expenses allocated to the tenants of the:
Building pursuant to Section 4.3.1 above for the Base Year, then Tenant shall pay to Landlord, in the manner sct
forth in Section 4.4, below, and as Additional Rent, an amount equal to the excess (the "Exeess”). If for any
Expense Year ending or commencing within the Lease Term, Tenant's Share of Direct Expenses allocated o the
tenants of the Building pursuant to Section 4.3.1 above for such Expense Year is less than Tenanf’s Share of Direct
Expenses allocated to the tenants of the Building pursuant to Section 4.3.1 above for the Base Year, thea Teaant
shall not be eatitled to any refund.

441  Statement of Actual Direct Expenses and Payment by Tenant. Within one hundred
tweaty (120) days following the ead of cach Expease Year, Landlord shall give to Tenant a statement (the
“Statement”) which shall sate in reasonable detail the Direct Expeases allocated to the tenans of the Building
pursuant to Section 4.3 above incurred or accrued for such preceding Expense Year, and which shall indicate the
amount of the Excess, if any. Notwithstanding the foregoing, Landlord and Tenant hercby acknowledge and agree
that the failure of Landlord to timely fumish the Statcmeat for any Expease Year shall not prcjudice Landlord o
Tenant from enforcing its rights under this Artcle however, Landlord shall not be eatitied to collect
from Tenant any Operating Expenses that are billed to Tenant for the first time morc than two (2) years after the
Expease Year in which such Operating Expenses arise (provided further that the forcgoing waiver shall not apply.
with respect to, and Tenant shall remain responsible for, any Operating Expenses levied by any govemmental
authority or any public uilty companies at any time following the cxpiration of the applicable Expense Year which
are aributable to such Expense Year 5o long as Landlord delivers to Tenant any such bill for such amounts within
the later of (i) two (2) calendar years after the end of a Expense Year or (i) three (3) months following Landlord's
receipt of the bl thercfor). Upon receipt of the Statement for cach Expense Year commencing or ending during the
Lease Term, if an Excess is preseat, Teaant shall pay, at Tenant’s election, withits next installment of Base Reat due
or within thirty (30) days of Tenant receipt of the Statement, the full amouat of the Excess for such Expense Year,
less the amounts, if any, paid during such Expense Year as "Estimated Excess,” as that term is defined in
Section 4.4.2, below. Even though the Lease Term has expired and Tenant has vacated the Premises, when the final
determination is made of Tenant Sbare of Dircct Expenses allocated to the tenants of the Building pursuant to
Section 4.3.1 above for the Expense Year in which this Lease terminates, if an Excess is preseat, Tenant shall pay to
Landiord such amount within thirty (30) days following receipt by Tenant of the Statement scting forth the Excess.
In the cvent that a Statemeat shall indicate that Teoant has paid more as Estimated Excess than Tenants Share of
Dircct Expenscs allocated to the tenants of the Building pursuant to Section 4.3.1 above in conncction with any
Expense Year or as determined in accordance with the provisions of Section 4.6 below (an “Overage"), Tenan shall
receive a credit against the Rent next duc under this Lease in the amount of such Overage (or, in the eveat that this
Lease shall bave terminated, Tenant shall receive a refund from Landlord i the amount of such Overage within
thirty (30) days after Landlord delivers such Statement). The provisions of this Section 44.1 shall survive the
expiration or earlier termination of the Lease Term.

442 Statement of Estimated Direct Expenses. In addition, Landiord shall give Tenant 2
yearly expease estimate statcment (the "Estimate Statement”) which shall set forth, in reasonable defail, Landlord's
reasonable estimate (the “Estimate") of what the total amount of Direct Expenses allocated 1 the tenants of the
Building pursuant to Section 4.3.1 above for the then-current Expense Year shall be and the estimated cxcess (the
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“Estimated Excess”) as calculated by comparing the Direct Expeases allocated to the tenants of the Building
‘pursuant to Section 4.3.1 above for such Expense Year, which shall be based upon the Estimate, to the amount of
Direct Expeanses allocated to the tenants of the Buikding pursuant to Section 4.3.1 above for the Basc Year. The
filure of Landlord to timely farnish the Estimate Statemeat for any Expense Year shall not preclude Landlord from
caforcing its rights to collect any Estimated Excess under this Artcle 4, nor shall Landlord be prohibited from
revising any Estimate Statement or Estimated Excess theretofore delivered o the cxient necessary, but not more
frequeatly than once per calendar year. Thercafter, Tenant shall pay, with its next installment of Base Rent duc, 3
fraction of the Estimated Excess for the then-current Expense Year (reduced by any amounts already paid pursuant
o the last sentence of this Section 4.4.2). Such fraction shall have as its numerator the number of months which
have clapsed in such currcat Expense Year, including the month of such paymeat, and twelve (12) as its
denominator. Until a new Estimate Statement is fumished in accordance with the provisions of this Scction, Tenant
shall pay monthly, with the monthly Base Rent instalimeats, an amount cqual to one-twelfih (1/12) of the total
Estimated Excess set forth in the previous Estimate Statement delivered by Landlord to Tenant

45 Taxesand Other Which Tenant Is le.

451 Tenant shall be liable for and shall pay before delinquency, taxes levied against Tenant's
‘equipment, fumiture, trade fixtures and any other personal property located in or about the Premiscs. If any such
taxes on Tenant’s equipment, fumicure, fixtures and any other personal property are levied against Landlord or
Landlord's property or if the assessed value of Landlord's property s increased by the inclusion therein of a value
placed upon such cquipmea, furniture, ixtures or any other personal property and if Landlord pays the taxes based
upon such increased assessment, which Landlord shall have the right to do regardless of the validity thereof but only
‘under proper protest if requested by Tenant, Tenant shall within thirty (30) days of receipt of written demand repay
to Landlord the taxes 50 levied against Landlord or the proportion of such taxes resulting from such increase in the
assessment, as the case may be, 5o long as Landlord provides reasonable documentation of such increased
assessment and payment by Landlord of the same.

452 If the tenant improvemeats in the Premises, whether installed and/or paid for by Landlord
or Tenant and whether or not affixed to the real property 50 as to become a part thereof, are assessed for real
property tax purposcs at a valuation higher than the valuation at which tenant improvements conforming to
Landlord's "building standard” in other space in the Building are asscssed, then the Tax Expenses levied against
Landlord or the property by reason of such excess assessed valuation shall be deemed o be taxes levied against
personal property of Tenant aad shall be governed by the provisions of Section 4.5.1, above.

453 Nowithstanding any contrary provision herein and 5o long as Tenant receives from
Landlord reasonable documentation of such taxes, Tenant shall pay prior to delinquency any (i) ent tax or sales tax,
service tax, transfer tax or value added tax, or any other applicable tax on the rent or scrviees hercin or otherwise
respecting this Lease, (i) taxes assessed upon or with respect to the possession, leasing, operation, menagement,
maintenance, altration, repair, use o occupancy by Tenant of the Premises or any portion of the Project, including
the Project parking facility; or (i) taxes asscssed upon this transaction or any document to which Tenant is a party
creating or transferring an interest or an estate in the Premises.

46  Landlord’s Books and Records. Within forty-five (45) days afier receipt of a Statement by
‘Tenant, if Teaant disputes the amount of Direct Expenses allocated to the tenants of the Building pursuant to
Section 4.3.1 above and set forth in the Statement, an independent certified public accountant (which accountant is a
‘member of a nationally or regionally recognized accounting firm and which accountant shall not be compensaied on
2 contingency fee or similar basis related to the result of such audi) or other authorized representative (which
representative shall not be compensated on a contingency fee or similar basis related to such audit), designated by
‘Tenant, may, within ten (10) business days after Landlord's receipt of notice from Tenant and, in any cvent, only
during normal business hours, inspect Landlord's records at Landlord's offices; provided that Tenant is not then in
default under this Lease and Tenant has paid all amounts required to be paid under the applicable Statement; and
funber provided that such inspection must be completed within ten (10) business days after Landlord's full and
complete records arc made available to Tenant. Tenant agrees that any records of Landlord reviewed under this
Section 4.6 shall constitute confidental information of Landlord, which Tenant shall not disclose, nor permit to be
disclosed by Tenant or Tenant’s accountant. If, within thirty (30) days aficr such inspection, Tenant notifics
Landlord in writing that Tenant still disputes such Direct Expenses allocated to the tenant of the Building pursuant
o Section 4.3.1 above and included in the Statement, then a centification as to the proper amount shall be made, at
‘Tenant's expense, by an independeat cerified public accountant selected by Landlord, which certification shall be
final and conclusive; provided, however, if the actual amount of Direet Expeases allocated to the tenan's of the
Building pursuant to Section 4.3.1 sbove and due for that Expense Year, as determined by such certification, is
determined to have been overstated by more than five percent (%), then Landlord shall pay the costs associated
with such certification and the costs of Tenant's inspection of Landiord's records. Tenant’s failure (i) to take
exception to any Statement within forty-five (45) days aficr Tenants reccipt of such Statement or (ii) to timely
complete its inspection of Landlord's records or (ii) o timely notify Landlord of any remaining dispute after such
inspection shall be deemed to be Tenants approval of such Statement and Tenant, thercafter, waives the right or
ability to dispute the amounts set forth in such Statement, which Statement shall be considered final and binding.
Notwithstanding anything in this Section 4.6 to the contrary, Tenant may not inspect Landlord' records pursuant to
this Section 4.6 more than once per Expense Year.

47 Utllities. During cach caleadar year or part thereof during the Leasc Term, Tenant shall pay to
Landlord, a5 Additional Reat, the actual cost incurred by Landlord with respect to all electriciy, water, gas, fuel,
steam, light, power and other uilities consumed within the Premiscs, as more particularly described in this
Section 4.7 (al such costs paysble by Tenant pursuant to this Section 4.7 shall be referred to as “Tenant's Monthly
tility Charge”, and all such amounts shall constitute reat hereunder). All clecticity directly serving the Premises
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("Direct Electrical Costs”) sball be separately metered or submetered and Tenant shall pay the cost (without mark
up by Landlord) of all such Direct Electrical Costs either to Landlord as a reimbursemeat, or, at Landlord's clection,
as & paymeat dircctly to the eatity providing such clecticity. With respect to all uility costs for the Premiscs other
than Direct Electrical Costs (collectively, "Other Utlity Costs"), Landlord shall have the right, from time o time,
o equitably allocate some or al of such Other Utility Costs among cost pools for differeat portions or occupants of
the Building, in Landlord's reasonable discretion. Such cost pools may include, but shall not be fimited 1o, office
space teants and retail space tenants of the Building. The utlity costs within each such cost pool shall be allocated
‘and charged to the tenants within such cost pool in an equitable manner.  With respect to Other Uility Costs that
vary based on occupancy, such if the Building is not at least one hundred perceat (100%) occupied during all or a
portion of any month, Landlord shall efect to meke an appropriate adjustmeat t the componeats of Other Uity
Costs for such month to determine the amont of Otber Uity Costs that would have been incurred had the Building,
‘been one hundred percent (100%) occupicd; and the amount so determined shall be deemed to have been the amount
of Other Ulity Costs for such month. Payments on account of Tenant's Monthly Ulity Charge are due and
payable monthly together with the payment of Base Rent. Tenants Monthly Uity Charges shall not be based upon
the Base Year. Notwithstanding the foregoing, with respect 10 HVAC (as defined below), Landlord owns and
operates & ceatral plant which generates both hot and cold water to be used for artificial heating and cooling of
building improvements in the Project,including, but not limitcd to, the Premmiscs, and to heat culinary water used by
the occupants and gucsts of the Project, including, but not limitcd to, the Premises. Landlord shall deliver bot and
cold watr to their respective points of conncction to the Premiscs, with hot watcr being dclivered at a temperature
of not less than 180°F and chilled water being delivered at a temperature of no warmer than 45°F, or sufficieatly
hoticool 50 as maintain 72°F air temperature in cooling mode and 70°F air temperature in heating mode in the
Premises. Tenant, at Tenants sole cost and expense, shall maintain all HVAC faciliies from the point of connection
10 the Premises aod Landlord shall maintain all HVAC facilities serving the Project generally, up to their point of
connection to the Premises. Tenant shall pay Landlord, as additional rent, $1.26 per cooling per one hundred
thousand BTU and $2.62 per heating per one hundred thousand BTU, which rates are subject to change from time to
time bascd on increascs i the wtiliy costs charged to Landlord by the applicable utility companics.

ARTICLE S
USE OF PREMISES

51 Permitted Use. Tenant shall use the Premises solely for general office purposes and wet and dry
laboratory uses (collectively, “Laboratory Use”), together with all ancillry uses related thercto (including, without
limitation, a café/cafeteria with food preparation for Tenant' internal use (subject to Scction 5.4 below), consistent
with the character of the Building as a firstclass office/laboratory building and Tenant shall not use or permit the
Premises or the Project to be used for any other purposc or purposes whatsocver without the prior written consent of
Landlord, which may be withheld in Landlord's sole discretion. With respect to Tenant' proposed lab use at the
Premises, Tenant, at Tenant’ sole cost and expense, shall obtain and maintain any aod all approvals and permits
required under applicable Laws. Subject o the terms of this Lease and Rules and Regulations sct forth in Exhibit D
‘a0d such security measures that Landlord may reasonably deem necessary or desirable for the safety and security of
the Project, the Buikding or the Premiscs, Tenant shall have access to the Premises twenty-four (24) hours per day,
scven (7) days per week, subject to full o partal closures which may be requied from time to time in the event of
an actual or threatened emergency or otherwise (in which case Landlord shall use ts good faith efforts t0 reopen
access to the Premises as soon s possible following such emergency, or for construction, maintenance, repairs, or
other events o circumstances which make it reasonably necessary o temporarily restict or limit access o long as
Landlord provides Tenant with seven (7) days' advance written notice of such work and such work does not
‘materially interfere with Teaant' access to, and use of, the Premiscs.

52 Prohibited Uses. The uses probibited under this Lease shall inchude, without limitation, use of
the Premises or a portion thereof for: (i) offices of any agency or burcau of the United States or any state or political
ibdivision thereof; (i) offices or agencics of any forcign govemmental or political subdivision thercof,
(i) intentionally omitted; (v) schools or other training facilities which are not ancillay to corporate, exccutive or
professional office use; (v) reail o restaurant uses (except as otherwise sct forthin this Leasc): (vi) communications
firms such as radio aad/or television stations, or (vii) an executive suites sublcasing business or operation. Tenant
shall pot allow occupancy density of use of the Premiscs which is greater than one person per one hundred
fifty (150) rentable square feet of the Premiscs. Tenant further covenanis and agrees that Tenant shall not usc, or
suffe or permit any person or persons to use, the Premises or any part thereof for any use or purpose contrary (o the
provisions of the Rules and Regulations set forth io Exhibit D, atiached hereto, as the same may be ameaded by
Landlord from time 10 time 50 long as such amendments are commercially reasonable and Landlord provides written
notice of such ameadmeats to Teaant, or in violation of the laws, statutes, regulations, or other rules or requirements
of the United States of America, the State of Utah, or the ordinances, rules, regulations or requirements of the local
‘municipal or county govening body or other lawful authorites having jurisdiction over the Project, including,
without limitation, any such laws, ordinances, regulations or requiremeats elating to Hazardous Materials (as
defined below) or to the Americans with Disabilities Act of 1990 (collectively, the “Laws"). Tenant shall not do or
‘permit anything to be done in or about the Premises which will in any way damage the reputation of the Project or
obstruct o interfere with the rights of other tenants or occupants of the Building or the Other Buildings, or injurc
them or use or allow the Premises to be used for any unlawful or reasonably objectionable purpose, nor shall Teaant
cause, maintain or permit any nuisance in, on or about the Premises. Tenant shall comply with all recorded
coveaants, conditions, and restrictions now or bereafier affecting the Project.

53  Hazardous Materials; Tenant Except for ordinary and gencral office supplics typically used in
the ordinary course of busincss within office buildings, such as copier toner, liquid paper, gluc, ink nd common
household cleaning materials (some or all of which may constitute “Hazardous Materials” as defined in this Lease),
and except in connection with the operation of Tenant's Laboratory Use, Tenant agrees not to cause or knowingly
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permit any Hazardous Materials to be brought upon, stored, used, handled, gencrated, eleased or disposed of on, in,
under o about the Premises, the Building, the Common Arcas or any oter portion of the Project by Tenant, its
ageats, employees, subtenants, assignees, iceasees, contractors or invitees (collectively, “Tenant Partles"), without
the prior writen consent of Landlord, which consent Landlord may withhold in its sole and absolute discretion.
With respect to any material which Tenaat or its ageats brings onto the Premises in connection with Tenant's
Laboratory Use that are Hazardous Materials, Tenant shall at all time handle and store such materials in compliance
with all applicable Laws. Wit twenty (20) days after Landlord's writen request (but in no event more than once
during any eighteen (18) month period), Tenant shall complee, to the best of Tenant' knowledge, the Landlord's
then-current Hazardous Materials questionnaire, and shall provide Material Safety Data Sheets for any Hazardous
Materials used on or brough to the Premises by Teaant. Upon the expiation or carler termination of this Lease,
‘Teaant agrees to prompty remove from the Premiscs, the Buikding and the Project,atis sole cost and expeasc, any.
and all Hazardous Materials, including any cquipment or systems containing Hazardous Materials which arc
installed, brought upon, stored, uscd, generated or released upon, in, under or about the Premises, the Building
andlor the Project or any porton thercof by Tenant or any of Tenant Partcs. To the fullest extent permitied by law,
‘Tenant agrees to promptly indeanify, protect,defend and hold harmiess Landlord and Landlord's paroers, ofices,
directors, employees, ageats, successors and assigns (collectvely, “Landlord Indemnified Parties”) fom and
‘against any and all claims, damages, judgments, suits, causes of action, losses, liabilities, penaltics, fincs, expenses
and costs (including, without limitation, clean-up, removal, remediation and restoration costs, sums paid in
sexdlement of clams, attomey' fees, consultant fees and expert fecs and court costs) which aris or result from the
preseace of Hazardous Materials on, in, under or about the Premiscs, the Building o 2ny other porton of the Project
and which are caused or permitied by Tenaat or any of Tenant Parties. Tenantagrees to promptly notify Landlord of
any release of Hazardous Materials a the Premises, the Building or any ofher portion of the Project which Tenant
becomes aware of during the Lease Termn, whether caused by Teaant or any other persons of enitcs. In the cvent of
any release of Hazardous Materials caused or permitied by Tenant or any of Tenant Partics, Tenant shall
immediately take al seps required under applicable Laws to remediate such relcase and prevent any similar future
release to the satisfaction of Landlord and Landlord's mortgagee(s), acting reasonably.  As used in this Lease, the
term "Hazardous Materials” shall mean and include any hazardous or foxic materisls, substances or wastes 35 now.
or hercafter designated under any law, sttut, ordinance, rle, regulation, order or ruling of any agency of the State
in which the Building is located, the United States Government or any local govemmental authoriy, including,
without lmitaion, asbestos, petroleu, petroleum hydrocarbons and petroleum based products, urea formaldehyde
foam insulation, polychlorinated biphenyls (*PCBs"), and frcon and other chlorofluorocarbons. The provisions of
this Setion 5.3 willsurvive the expiation or carler termination of tis Lease.

54 Kitchen Use. Subject to Landiord's prior written approval of the plans and specifications thercfor,
Tenant shall have the right to usc a portion of the Premises for the operation of, and include in the Tenant
Improvements (or subscquent Alterations) the construction of, a kitchen/cookingdining facilty (including a gas line
of adequate capacity with gas lincs stubbed to the Premiscs with a local shut-off valve and a gas meter connection)
for Tenant’s employees and gucsts only (in no eveat shall such kitchen/cooking/dining facility be open to or serve
the general public), on and subject to the following terms and conditions: (i) Tenant shall be responsible, at its sole
cost and expense (subject o the application of the Tenant Improvement Allowance), for obtaining all applicable
permits, licenses and govemmental approvals necessary for the use of the Premises for such kitchen/cooking/dining
facility uses (including, without limitation, any necessary approvals from the applicable health andlor fire
departments, permits required in connection with any venting or other air-removalcirculation system, and any
required firc-suppression systems), copies of which shall be delivered to Landlord prior to Tenants installation of
any Tenant Improvements or other Alterations in the Premises in connection with such kitchen/cooking/dining
faclity uses; (i) in the event such use requires any alterations or improvemeas to the Building structure and/or the
Base Building (as defined below) (specificaly including, without limitation, in connection with the installaion of
any venting or other sir-removalcirculation system), Tenant shall be solely responsible for all costs incurred in
‘connection therewith (subject to the application of the Tenant Improvement Allowance); (ii) Tenant shall take all
reasonable actions and shall conduct ts operations in the kitchen/cooking/dining arcas of the Premises 50 as o
reasonably ensure that no liquid seeps from the Premises to the space of any other tenan or to any other portion of
the Building, including, without limitation, through the floor of the Premises; (iv) Tenant shall not permit any
mission or emanation of any unreasonable noisc, odors or vibrations from the itchen/cooking/dining arcas of the
Premises affecting adjaceat areas of the Project in violation of any applicable Laws; (v) the kitchen/cooking/dining
arcas of the Premiscs and the equipment contained thercin must at 2il fimes be adequately ventilated and filtered,
and any odors must be exhausted and dispersed, in 2 manner in compliance with all applicable Laws; (vi) if
reasonably requested by Landlord, Tenant shall install grease traps of sufficient size and design to catch grease, fat
and oils disposed into the sinks located in the Premises before eatry into the Building's sewer system, and Tenant
shall keep such grease traps clean and operational at all times; (vi) Tenant shall cause o be provided pest
eradication and control services if and as necessary fo control amy pest infestation releted to Tenant's
kitchen/cooking/dining facility, as reasonably required by Landlord, with respect to the Premises; (vii) all trash
generated from Tenanf' kitchen/cooking/dining use shall be stored in covered containers to reduce the emission or
‘emanation of odors from the Premiscs, shall be scaled in double plastic bags (or otherwise sealed in 2 maner
prescribed by o acceptable to Landlord), and shall be deposited by Tenant daily and removed pursuant to Tenan's
janitorial contract at commercially reasonable times in the areas of the Buikding designated for rash removal; and
(@) in connection with Tenant kitchen/cooking/dining use of the Premiscs, Tenant shall maintain the Premmises at
all times in a cean and sanitary manner in compliance with all applicable health and sanitation Requirements and
‘with any reasonable health and safety guidclines promulgated by Landlord.

ARTICLE ¢
SERVICES AND UTILITIES
6.1  Standard Tenant Services. Landlord (or Landlord's property manager) shall provide the

following services on all days (unless otherwise stated below) during the Lease Term.
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611 Subject to Force Majeure (as defined below), limitations imposed by all governmental
rules, regulations and guidelines applicable thereto and Tenants payment to Landlord for the same pursuant to
Section 4.7 above, Landlord shall provide heating and air conditioning by means of hot and cold water delivered to
the Premises from the central plant at the temperatures specified in Section 4.7 ("HVAC™) twenty-four (24) hours 2
day, seven (7) days a week.

612 Landlord shall provide adequate electrical wiring and faciltis for normal general office
use and electricity at levels consistent with nomal general office use, as reasonably etermined by Landlord.
‘Tenant shall bear the cost of replacemeat of lamps, startrs and ballasts for nou-Building standard lighting fixtures
‘within the Premises.

6.13  Landlord shall provide city water from the regular Building outlets for drinking, lavatory
‘and toilet purposes and for any business office type kitchens in the Premises and the Common Arcas.

‘Tenant shall cooperate fully with Landlord at all times and abide by all rcgulations and requirements that
Landlord may reasonably prescribe for the proper functioning and protection of the HVAC, electrical, mechanical
and plumbing systems.

62 Overstandard Tenant Use. If Tenant requires heating or cooling beyond that which Landlord is
required to supply pursuant to Section 4.7 and/or 6.1 above (and 5o long & the same is consistent with the
requiremeants of the central plant, as reasonably detcrmined by Landlord), thea Teaant, at Tenant' solc cost and
expease, shall be responsible for any supplemental air conditioning units or other facilitics scrving the Premiscs
necessary to satisfy such additional Tenant requirements. Tenant's use of electricity shall never exceed the capacity
Of the fecders to the Project or the risers or wiring installation, and subject to the terms of Section 29.32, below,
Tenant shall not install or use or permit the installation or use of any computer or electronic data processing
equipment i the Premises, without the prior writen consent of Landlord.

63 Interruption of Use. Tenant agrees that Landlord (or Landlord's property manager) shall not be
liable for damages, by abatement of Rent or otherwise, for failure to fumish or delay in furnishing any scrviec
(including telephone and telecommunication scrvices), o for any diminution in the quality or quantity thercof, when
such failure or delay or diminution is occasioned, in wholc or in part, by breakage, repairs, replacements, or
improvements, by any strike, lockout or other labor trouble, by inability to sccure clectricty, gas, water, or other
fuel atthe Building or Project after reasonable effort to do 5o, by any riot or other dangerous condition, emergency,
accident or casualty whatsoever, by act or default of Tenant or other partes, or by any other cause (cxcept to the
exteat due to Landlord's gross negligence o willful misconduct); and such failures or delays o diminution shall
never be deemed to constitute an eviction or disturbance of Tenant’ use and posscssion of the Premises or relieve
Tenant from paying Reat or performing any of its obligations under this Lease. Furthermore, Landlord (o
Landlords property manager) shall not be lable under any circumstances for 2 loss of, or injury 10, property or for
injury to, or interference with, Tenant's business, including, without limitation, loss of profits, however occurring,
through or in conncction with or incidental t0 a failure to fumish any of the services or utlities as set forth in this
Article 6. Landlord (or Landlord's property manager) may comply with voluntary controls or guidelines
promulgated by any govemmental entity relating to the use or conservation of energy, water, gas, light o clectricity
or the reduction of automobile or other emissions without creating any liability of Landlord (or Landlord's property
‘manager) to Tenant under this Lease, provided that the Premiscs are not thercby rendered untenantable.

Notwithstanding the forcgoing, if (i) Landlord fals to perform the obligations required of
Landlord under this Lease, (i) such falure causes all or 2 portion of the Premises to be untenantable and unusable:
by Tenant, and (if) such filure relates to the nonfusnctioning of the HVAC system in the Premises, or the failure to
provide any of the services described in Section 6.1 above, or the nonfunctioning of the elevator service to the
Premises, Tenant shall give Landlord Notice (the “Initial Notice®), specifying such failure to be performed by
Landlord (the "Abatement Eveat"). If Landlord has not curcd such Abatement Eveat within five (5) business days
after the receipt of the Initial Notice (the "Eligibility Period"),then Tenant may abatc Rent payable under this Lease
for that portion of the Premises rendercd untcnantable and not used by Tenant, for the period beginning as of the
date immediately afer the expiration of the Eligibility Period and continuing untilthe earlier of the date Landlord
cures such Abatement Event or the date Tenant recommences the use of such portion of the Premises. Such right to
abate Reat shall be Tenant's sole and exclusive remedy at law or in cquity to abate Reat for an Abatement Eveat. 1f
the Abatement Event continues for sixty (60) consecutive days after Teaant's delivery of the Initial Notice, then
‘Tenaat shall have the right to terminate this Lease upon writicn notice to Landlord given at any time prior fo the
earlier of the date Landlord cures such Abatement Event or the date Tenant recommences the use of such portion of
the Premises. The abatement provisions sct forth above shall be inapplicable to any interruption in, or failure or
inability 1o provide any of the services or utltes described above that s caused by (x) damage by fire or other
casualty or a taking (it being acknowledged that such situations shall be govemed by Article 11 and 13,
respectively), or (y) the negligence or willful misconduct of Tenant or any other Tenant Partics (as defincd below).

ARTICLI
REPAIRS
71 Tenant's Repair Obligations. Tenat shall, at Tenant's own expense, pursuant fo the terms of

this Lease, including, without limitation, Article § bereof, keep the Premises, including all improvemeats, fixtures
‘and fumishings theren, in good order, repair and condition at all times during the Lease Term. In addition, Teaaat
shall, at Tenant's own expense (except to the extent caused by Landlord's gross negligence or intentional act), but
under the supervision and subject to the prior approval of Landlord, and within any reasonable period of time
specified by Landlord, pursuant to the terms of this Lease, including, without limitation, Article 8 hereof, promptly
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and adequately repair all damage to the Premises and replace or repair al damaged, broken, or wom fixtures and
appurtenances, except for damage caused by ordinary wear and tear or beyond the reasonable control of Teaant or to
the extent due to Landlord' gross negligence or inteational act; provided however, that, at Landlord's option upon
‘written notice to Tenant, or if Tenant fails to make such repairs, Landlord (or Landlord's property manager) may, but
‘nced not, make such repairs and replacements, and Tenant shall pay Landlord (or Landlord's property manager)
‘within thirty (30) days after Tenant's receipt of written request for payment, together with reasonable documentation
of such costs, Landlord's actual, out-of-pocket costs thereof. Landlord may, but shall not be required to, enter the
Premises at all reasonable times to make such repairs, alteraions, improvements or sdditions to the Premises or to
the Projcct or to any equipment located in the Project as Landlord shall desire or deem necessary or as Landlord may
be required to do by govermental or quasi-govemmental authority or court order or decree. Landlord shall at all
times when entering the Premises comply with Tenant's reasonable safety rules and regulations and Iaboratory
protocols of which Landlord bas knowledge of, and, at Tenaat’ option, shall be accompanied or escortcd by
Tenant's represeatative at all times when entering the Premises, 50 long as such represcntative is made available
when Landlord orits agents nced to enter the Premises. Teaant shall be resporsible for supplying its own janitorial
services for the Premises using contractors and subcontractors who are licensed in the State of Utah and bonded and
who must be approved by Landlord, such approval not o be unreasonably withheld, conditioned or delayed. Tenant
agrees not to employ any person, entity or contractor for any janitorial services in the Premises whose presence may
give ris to.a abor or other disturbance io the Building. Landlord shall have the right to require that Tenant cavse
‘any of ts janitorial service providers to obiain and maintain insurance as reasonably determincd by Landlord and as
o which Landlord and such other partcs designated by Landlord shall be additional insureds. Except as expressly
set forth in this Lease, Tenant hercby waives and releases it right to make repairs at Landlord's expense under any
‘applicable law, staute, or ordinsnce now or hereafier in effect.

72 Landlord's Repair Obligations. Notwithstanding anything to the contrary in this Lease,
Landlord shall make all necessary structural and exterior repairs 1o the Premiscs, the Building and the Project and
shall be responsible for all repairs and maintenance of the Base Building and the Common Arcas, and any costs
associated with such repairs shall be deemed an Operating Expesc; provided, however, that if any such repairs or
‘maintenance are required by reason of the special requirements, acts, or negligence of Tenant or of the agents,
employees, patients, or invitees of Tenant, including, without limitation, any equipment required or installed by
Tenant and, then, only serving the Premises (as the same may be adjusted hereunder), then Landlord shall make the
necessary repairs at the sole expense of Tenant. In this comnection, Landlord shall maintain or cause to be
‘maintaincd, as an Operating Expense, the Basc Building in good condition and repair, and in accordance with all
applicable Laws and all insurance companics of Landlord insuring all or any part of the Common Areas and/or the
Project. To the extent that any Hazardous Materals, including, without limitation, mold or carbon monoxide, are or
‘become present in, or migrate onto or under, the Building, the Premiscs, or the Project, and the presence o
migration of such Hazardous Materials is not caused by Tenant' use of or occupancy of the Premises, then Landlord
shall promptly cause such Hazardous Materils to be removed and/or remediated in accordance with all applicable
Laws and in a manner that minimizes disruption o Tenants access o and use of the Premiscs to the extent
reasonably practicable. Notwithstanding anything to the contrary in this Lease, Tenan shall have no liability of any
kind for any pre-existing Hazardous Materials located in, on, or under the Building, the Premiscs, or the Project as
of the date of this Lease or for any Hazardous Materialsthat migrate onto or under, or otherwise become preseat a,
the Builing, Premises, or the Project as a result of activiies of anyone ather than Tenant or the Tenant Partics,
‘except to the exteat that Tenant or any Teaant Parties exacerbates any such pre-cxisting conditions.

ARTICLES

ADDITI TERATI

51  Landlord's Consent to Alterations. Tenant may not make any improvements, alterations,
additions or changes to the Premises or any mechanical, plumbing or HVAC facilities or systems pertaining to the
Premises (collectively, the "Alterations®) without first procuring the prior written consent of Landlord to such
Alierations, which conscat shall be requested by Tenant not less than thirty (30) days prior to the commencement
thereof, and which conseat shall not be unreasonably withheld by Landlord, provided it shall be deemed reasonsble:
for Landlord to withhold its conseat to any Alteration which adverscly affects the structural portions or the systems
or equipment of the Building or is vsible from the exterior of the Premiscs (other than any Back-Up Generator, as
defined in Section 29.35). The construction of the initial improvemeats to the Premiscs shall be governed by the
temms of the Tenant Work Letter and not the terms of this Article 8. Notwithstanding anything to the contrary
contained hercin, Tenant may make non-structral altcrations to the Premises (“Permitted Alterations”), without
Landlord's conscat, provided that the aggregat cost of any such changes docs not cxceed $25,000.00 per instance
(up to 575,000.00 in any twelve (12) month period), and further provided that such changes do not (i) require any
structural modifications to the Premiscs or Building, (i) affect the exterior of the Building (aor visible from the
exterior of the Building), (il wigger any Law which would require cither party to make any alteration or
improvement to the Premiscs, the Building or the Project, or (iv) result in the voiding of Landlord's insurance.
‘Tenant shall give Landlord at least ten (10) days prior notice of such Permitted Alterations, which notice shall be
accompanied by a reasonably detailed description of the Permitted Alteration and reasonably adequate cvidence that
such changes meet the criteria contained in this Section 8.1 to qualify as a Permited Alteration. Except s otherwise
provided, the term "Alterations” shall include Permitted Altcrations.

82  Manner of Construction. Landlord may impose, s 2 condition of its consent o any and all
Alteraions or repairs of the Premises or about the Premises, such requirements as Landlord in s sole discretion
may deem desirable, including, but ot limited to, the requirement that Tenant utiize for such purposes only
contractors, subcontractors, materials, mechanics and materialmen selected by Tenant from a list provided and
approved by Landlord, the roquircment that upon Landlord's request givea at the time of Landlord's approval of the
Alteration, Tenant shall, at Tenant's expense, remove such Alterations upon the expiration or any carly temination
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of the Lease Term, and the requirement that all Alterations conform in terms of quality and style to the building's
standards established by Landlord. If such Alterations will involve the use of or disturb hazardous materials or
substances cxisting in the Premises, Tenant shall comply with Landlord' reasonable rulcs and regulations
conceming such hazardous materials or substances. Landlord's approval of the plans, specifications and working,
drawings for Tenants Alterations shall create no responsibility or liabilty on the part of Landlord for their
completencss, design sufficicacy, or compliance with all Laws. Tenant shall construct such Alterations and perform
such repairs in a good and workmanlike manne, in conformance with any and all applicable Laws and pursuant to a
valid building permit, issucd by Salt Lake City, all in conformance with Landlord's construction rules and
regulations and the plans and specifications previously approved by Landlord. In the event Tenant performs any.
Alterations i the Premises which require or give rse to govemmentally required changes to the “Base Building,” as
that term s defined below, thea Landlord (or Landlord's property manager) sball, at Teaant's expease, make such
changes t the Basc Building. The "Base Building" shall mean the () Building’s roof and roof membranc, clevator
shafts, footings, foundations, structural portions of load-bearing walls, structural floors and sublloors, structural
columns and beams, and curtain walls, and (i) Building's corc HVAC, lifc-safety, plumbing, clectrical, mechanical
and clevator systems. In performing the work of any such Alterations, Tenant shall have the work performed in
such manner 5025 notto obstruct access to the Project o any portion thereof, by any other tenaat of the Project, and
50.a5 1ot to obstruct the business of Landlord or other tenants in the Project. Tenant shall not use (and upon notice
from Landlord shall cease using) contractors, services, workmen, labor, materials or cquipment that, in Landlord's
reasonable judgment, would disturb labor barmony with the workforce or trades cagaged in performing other work,
Iabor or services in or about the Project and in that respect, Landlord shall have the right, in conncction with the
canstruction of any Alterations andlor any tenant improvemeats constructed in the Premiscs pursuant to the terms of
the Tenant Work Leter, to require that all subcontractors, laborers, materialmen, and suppliers retained directly by
Tenant and/or Landlord (unless Landlord elects otherwise) be uaion labor in compliance with the then cxisting
master Iabor agreements. In addition to Tenants obligations under Article 9 of this Lease, upon completion of any.
Alterations, Tenant agrees to deliver to the Project managemeat office a reproducible copy of the "as built” drawings
of the Altcrations as well as all permits, approvals and other documcats issed by any governmental agency in
conncction with the Alterations.

83 Pavment for Improvements. If payment s made directly o contractors, Tenant shall comply
‘with Landlord’ reasonable requiremeats for final ien releases and waivers in connection with Tenant's payment for
‘work o contractors for contracts in excess of $5,000.00. Whether or not Tenan orders any work directly from
Landlord (or Landlord' property manager), Tenant shall pay to Landlord (or Landlord's property manager)
‘percentage of the cost of such work sufficient to compensate Landlord (or Landlord's property manager) for all
overhead, general conditions, fees and other costs and expenses arising from Landlord's (or Landlord's property
‘managers) involvement with such work, in an amount of ane percent (1%) of the cost of such work, cxcluding any
Permittcd Alterations; provided that if Landiord manages the construction of the Alierations on behalf of Tenant,
thea the construction management fec payable by Tenant to Landlord shall be three percent (3%) of the cost of such
‘work, excluding any Permitted Altecations.

84 truction Insurance. In addition to the requirements of Article 10 of this Lease, in the event
that Tenant makes any Ahterations, prior to the commencement of such Alterations, Teaant shall provide Landlord
with evidence that Tenant carries "Builder's All Risk" insurancc in an amount approved by Landlord covering the
construction of such Alerations, and such other insurance as Landlord may require, it being understood and agreed
that all of such Alerations shall be insurcd by Tenant pursuant to Articke 10 of this Lease immediately upon
completion thereof. In addition, Landlord may, in its reasonable discretion, require Tenant o obtain a licn and
completion bond or some altemate form of security satisfactory to Landlord in an amount sufficieat to ensure the.
Tien-free completion of such Alterations and naming Landlord as a co-obligee.

85  Landlord's Property. All Alterations, improvemeats, fixtures, equipment and/or appurtcnances
which may be installed or placed in or about the Premises, from time to time, shall be at the sole cost of Tenant and,
other than Tenants equipment, which shall remain Tenant’ sole property, shall be and become the propery of
Landiord. Landlord may, however, by writien notice to Tenant prior to the ead of the Lease Tenm, or given
following any earlir termination of this Lease, require Tenant, at Tenant' expense, to (i) remove any Alterations or
improvements in the Premises, and/or (i) remove any "Above Standard Tenant Improvements,” s that term s
defined in Section 24 of the Tenant Work Letter, located within the Premiscs and replace the same with then
existing "Building Standard Tenant Improvements,” as that e is defined in Section 2.3 of the Tenant Work Leter,
a0 10 repair any damage to the Premises aod Building caused by such removal and return the affected portion of the
Premises t0 a building standard tenant improved condition as determincd by Landlord. If Tenant fils to complete
such removal andlor to repair any damage caused by the removal of any Alterations o improvements in the
Premiscs, and retum the affected portion of the Premises to 2 building standard tenant improved condition as
determined by Landlord, then at Landlord's option, either (A) Tenant shall be deemed to be holding over in the
Premises and Rent shall continue to accrue in accordance with the terms of Artick 16, below, untl such work shall
be completed, or (B) Landlord may do so and may charge the cost thercof to Tenant. Tenant hercby protects,
defends, indemnifies and holds Landlord hamlcss from any liability, cost, obligation, expense or claim of lien in
any manner relating to the installation, placement, removal or financing of any such Alterations, improvemeats,
fixtures and/or equipment in, on or about the Premises, which obligations of Tenant shall survive the expiration or
earlier termination of this Lease.

ARTICLES
COVENANT AGAINST LIENS

‘Tenant shall keep the Project and Premises free from any licas or encumbrances arising out of the work
performed, materials fumnished or obligations incurred by or on behalf of Tenant, and shall protect, defend,
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indemnify and hold Landlord harmiless from and against any claims, labilities, judgments or costs (including,
‘without limitation, easonable attomeys’ fecs and costs) arsing out of same or in connection thercwith. Tenant shall
give Landlord notice at least twenty (20) days prior o the commencement of any Alerations on the Premises (or
such additional time as may be necessary under applicable Laws) to afford Landlord the opportunity of posting and
recording appropriate notices of non-responsiblity. If a fien is recorded against the Building, Premises or Project
relating to any work performed by or under Tenant, Teaant shall remove any such lien or encumbrance by bond or
otherwise within fifteen (15) days after receipt of written potice by Landlord, and if Tenant shall fail to do so,
Landlord may pay the amount necessary to remove such licn or encumbrance, without being responsible for
vestigating the validity thercof. The amount 5o paid shall be decmed Additions] Rent under this Lease payable
‘upoa demand, without limitation as to other remedies available to Landlord under this Lease. Nothing contained in
this Lease shall authorize Tenant to do any act which shall subject Landlords tie to the Project, Building or
Premises to any licns or encumbrances whether claimed by operation of law or express or implied contract. Any
claim t0 2 lien or encumbrance upon the Project, Building or Premises arising in connection with any such work or
respecting the Premiscs not performed by or atthe request of Landlord shal be mull and void, or at Landlord's option
shall atach only against Tenant’ interest in the Premises and shall in all respets be subordinate to Landlord's title
1o the Project, Building and Premiscs.

ARTICLE 10
INSURANCE

101 Indemnification and Waiver. Tenant hereby assumes all risk of damage to property or injury to
‘persons in, upon or about the Premiscs ffom any cause whatsoever (other than Landlord's gross negligence or willful
misconduct) and agrees that Landlord, its partners, subpartuers and their respective officers, agents, servans, and
‘employes (collectively, "Landlord Parties") shall not be liabic for, and arc hercby relcased from any responsibilty
for, any damage cither to person or property or resulting from the loss of use thercof, which damage is sustained by
‘Tenant or by other persons claiming through Tenant, except to the exient duc to Landlord's gross negligence or
willful misconduct. Tenant shall indemnify, defend, protect, and hold harmless the Landlord Parties from any and
all losscs, costs, damages, expenses and libilities (including without limitation court costs and reasonable attomeys'
fees) incurred in connection with or arising from any cause in, on or about the Premiscs, any violation of any of any
applicable Laws, any acts, omissions or negligence of Tenant or of any person claiming by, through or under
Tenant, or the Tenant Parties, in, on or about the Project or any breach of the terms of this Lease by Tenant, cither
prior to, during, or afier the expiration of the Lease Term, provided that the terms of the foregoing indemnity shall
notapply to the negligence or willful misconduct of the Landlord Partics. Should Landlord be named as a defendant
in any suit brought against Tenant in connoction with or arising out of Tenant' occupancy of the Premises, Tenant
shall pay to Landlord its costs and expenses incurred in such suit, including without limitation, its actual
professional fees such as appraiscrs', sccountants’ and attomeys' fecs. Further, Tenant's agreement to indemnify
Landlord pursuant to this Section 10.1 is not inteaded to and shall not elicve any insurance carrier of its obligations
under policies required to be carried by Tenant pursuant to the provisions of this Lease, o the cxtent such policies
cover the matters subject to Tenants indemnification obligations; nor shall they supersede any inconsistent
agreement of the partis set forth in any other provision of this Leas. The provisions of this Section 10.1 shall
survive the expiration or sooner termination of ths Lease with respect to any claims or liability arising in connection
‘with any event occurring prior 1o such expiration or fermination.

Subject to Section 10.5 below, Landlord shall indemnify, defend, protect, and hold harmless Tenant and the
‘Tenant Partis from any and all losses, costs, damages, expenses and liabilitics (including, without limitation, court
costs and reasonable attomeys' fecs) incurred in connection with or arising from any accident, injury or damage to
any person or the property of any person (i) in or about the Common Areas (specifically excluding the Premiscs) to
the extent attributable to the negligence or willful misconduct of Landlord or the Landlord Parties and (i) in or
about the Premises t0 the extent attributable 10 the gross negligence or willful misconduct of Landlord or the
Landlord Parties, provided that the terms of the forcgoing indemnity shall not apply to the negligence or willful
misconduct of the Tenant Partes. Should Landlord be named as a defeadant in any suit brought against Tenant in
connection with or arising out of Tenant’s occupancy of the Premises, Tenant shall pay to Landlord its costs and
‘expenses incurred in such suit, including without limitation, its actual professional fees such as appraisers),
‘accountants' and attomeys' fees. Further, Landlord's agreement to indemnify Tenant pursuant to this Section 10.1 i
ot intended to and shall not rlieve any insurance carier of its obligations under policies required 10 be carried by
Landlord pursuant to the provisions of this Lease, to the exteat such policies cover the matters subject to Landlord's
indemaification obligations; nor shall they supersede any inconsistent agreement of the partics set forth in any other
provision of this Lease. The provisions of this Section 10.1 shall survive the expiration or sooner termination of this
Lease with respect to any claims or liability arsing in connetion with any event occurring prior to such expiration
or temmination.

102 Tenant's Compliance with Landlord's Fire and Casualty Insurance. Tenant shall, at Teoants
expense, comply with all customary insurance company requirements periaining to the use of the Premises. If
‘Tenant's condiuct or use of the Premises causes any increase in the premium for such insurance policies then Tenant
shall reimburse Landlord for any such increase. Tenant, at Tenant's cxpense, shall comply with all rules, orders,
regulations o requirements of the American Insurance Association (formerly the National Board of Fire
'Underwriters) and with any similar body.

103 Temant's Insurance. Tenant shall maintain the following coverages i the following amouns.
103.1  Commercial General Liability Insurance covering the insured against claims of bodily

injury, personal injury and property damage (including loss of use thereof) arising out of Tenant's operations, and
contractual liabilites (covering the performance by Tenant of its indemity agreements) including a Broad Form

sosesiusy
TSRS 18- Recuson Parmacessci, e





image121.png
DocuSign Envelope ID: DIFT303F-D384-4DF7-AADS-1B8CS4211CDA

endorsement covering the insuring provisions of this Leasc and the performance by Tenant of the indemnity.
agreements set forth in Section 10.1 of this Lease, for imits of lability not less than:

Bodily Injury and 52,000,000 each occurrence:
Property Damage Liability 53,000,000 annual aggregate
Personal Injury Liability 52,000,000 each occurrence

53,000,000 annual aggregate

0% Insured's participation

1032 Special Form (Causes of Loss) Property Insurance covering ()all office fumiture,
business and trade fixtures, office equipment, free-standing cabinct work, movable partitions, merchandise and all
other items of Teaant's property on the Premises installed by, for, or at the cxpense of Tenant, (i) the “Tenant
Improvements,” as that term is defined in Scction 2.1 of the Tenant Work Letter, and any other improvements which
exist in the Premises as of the Lease Commencement Date (excluding the Base Building) (the "Original
Improvements”), and (i all Alterations. Such insurance shall be for the full replacement cost (subject to
reasonable deductible amounts) new without deduction for depreciation of the covered items and in amounts that
meet any co-insurance clauses of the policics of insurance and shall include coverage for damage or other loss
caused by fire or other peril including, but not limited to, vandalism and malicious mischief, thef, water damage of
any type, including sprinkler leakage, bursting or soppage of pipes, and cxplosion, and providing business
interruption coverage for a period of one year.

1033 Worker's Compensation and Employer's Liablity or other similar insurance pursuant to
all applicable state and local statutes and regulations.

1034 Business interruption, loss-of-income and extra expease insurance in such amounts as
will reimburse Tenant for direct of indircct loss of camings anributable to all perils commonly insurcd against and
‘payable to Landlord, insuring the loss of te full ret for up to twelve (12) months.

104 Form of Policies. The minimum limits of policics of insurance requircd of Tenant under this
Lease shall in no cveat limit the liability of Tenant under this Leasc. Such insurance shall (i) name Landlord,
Landlord's lender, and any other party the Landlord so specifics, as an additional insured, including Landlord's
‘managing agent, if any; (i) specifically cover the liabiliy assumed by Tenant under this Lease, including, but not
Timited to, Tenans obligations under Section 10.1 of this Lease; i) be issued by an insurance company having 2
rating of not less than A--VIII in Bests Insurance Guide or which is otherwisc acceptable to Landlord and licensed
10 do business in the State of Utah; (iv) be primary insurance s to all claims thereunder and provide that any
insurance carried by Landlord is excess and is non-contributing with any insurance requirement of Tenant; (v) be in
form and conteat reasonably acceptable to Landlord; and (vi) conain a cross-liability endorsement or severability of
interest clause acceptable to Landlord; and (vii) provide that said insurance shall not be canceled o coverage
changed unless thirty (30) days' prior written notice shall have been given to Landlord and any mortgagee of
Landiord. Tenant shall deliver said policy or policies or certificates thereof to Landlord on or before the Leasc
Commencement Date and at least thirty (30) days before the expiration dates therco. In the eveat Tenant shall fail
o procure such insurance, orto deliver such policies or certficate, Landlord may, at its option, procure such policies.
forthe account of Tenant, and the cost thereof shall be paid to Landlord within five (5) days afer delivery to Tenant
of blls therefor.

105 Subrogation. Landlord and Tenant intend that their respective property loss risks shall be bome
by reasonable insurance carriers to the exteat above provided, and Landlord and Tenant hercby agree to look solcly
10, and seek recovery oaly from, their respective insurance carriers in the cvet of a property loss to the extent that
such loss is the result of  risk insurable under the policies of property damage insurance which such party was
required to maintain under this Lease (whether or not such party actually maintaincd the same), or which such party
actually mainaios at the time of such property loss. Notwithstanding anything to the contrary in this Lease, the
partcs cach hereby waive all rights and claims against each other for such losses, and waive all rights of subrogation
of their respective insurers, provided such waiver of subrogation shall not affect the right to the insured to recover
thercunder. The parties agree that their respective insurance policies are now, or shall be, cadorsed such that the
‘waiver of subrogation shall not affect the right of the insurcd to recover thereunder, o long 25 no material additional
premium s charged therefor.

106 Additionsl Insurance Obligations. Tenant shall carry and maintain during the enfire Lease
Tem, at Tenant's solc cost and expense, increased amounts of the insurance required to be carried by Tenant
pursuant o this Article 10 and such other reasonable types of insurance coverage and in such reasonable amounts
covering the Premiscs and Tenant’s operations therein, a5 may be reasonably requesied by Landlord.

107 Landlord's Insurance Obligations. Landlord shall maintain compreheasive public liability
insurance coverage against claims for personal injury, death, o property damage resulting from any act o omission
of Landlord occurring in or upon the Building, Premises, the Common Arcas and the Project with a combined single.
it for bodily injury and property damage of not less than $1,000,000 per occurrence and 52,000,000 in the
aggregate, and at least 8 5,000,000 umbrella. Landlord shall procurc and maintain, throughout the Term of this
Lease, 3 policy or policies of "l rsk” and/or other comparable hazard and casualty property insurance, insuriog the
Building and the Project against loss by fire or, as determined by Landlord, other casualties in an amount equal to
the replacement cost basis for the full insurable valuable of the Project. Landlord shall also carry reatal loss
insurance insuring the loss of all Reat required o be paid by Tenant hercunder for up to twelve (12) months. I
addition, property insurance coverage will be maintained by Landlord upon the Building and the Project, inclusive
of the Premises. In no event shall any such insurance requirement be decmed to constitutc an obligation by
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Landlord o provide insurance coverage beyond the scope of that required hercunder or,if  coverage amount is not
specified hercin, coverage amounts in excess of those customarily maintained by owners of similarly configured
office buildings situated in Salt Lake County, Utah. Without limiting the foregoiag, Landlord alo shall, at ll imes
during the Lease Term, procure and maintain any insurance required by Law for the protection of employees of
Landlord working in or around the Project (including, without limitation, worker's compensation insurance) with 1o
ess than the minimum limits required by Law.

ARTICLE 11
DAMAGE AND DESTRUCTION

1Ll Repair of Damage to Premises by Landlord. Tensat shall promptly notify Landlord of any
damage to the Premises resulting from firc or any other casualty. If the Premiscs or any Common Areas serving or
providing access to the Premises is damaged by fire or other casualty, Landlord shall promptly and diligently,
subject to reasonable delays for insurance adjustment or ther matters beyond Landlord's reasonable control, and
subject to all other terms of this Artcle 11, restore the Base Building and such Common Arces. Such restoration
shall be to substaatially the same condition of the Base Building and the Common Arcas prior o the casualty, except
for modifications required by zoning and building codes and other applicabie Laws or by the holder of a mortgage
‘on the Building o Project o any other modifications to the Common Arcas decmed desirable by Landlord, provided
that Tenan’s access t and use of the Premises and any common restrooms serving the Premises shall not be
materially impaired. If the Premises are damaged and Landlord does not elect o terminate this Lease pursuant to
Landlord' termination right as provided in Section 11.2 below, Landlord shall provide to Tenant as so0n as
reasonably practicable, but in 0o cvent later than forty-five (45) days after the occurrence of such damage, the
reasonable estimate of Landlord's architect or contractor of the estimated time required to complete the requisite
repairs (the "Landlord Repair Notice”). If such repairs cannot, sccording to the Landlord Repair Notice, be
‘completed within two hundred seveaty (270) days from the date of such damage or ninety (90) days after the date on
‘which such damage occurs if such damage occurs within the last twelve (12) months of the Lease Term, Tenant may
elect to terminatc this Lease by written notice to Landlord given within thirty (30) days afier Tenant receive the
Landlord Repair Notice, with such termination cffective as of the date specifid in the notice, which date shall not be
less than thirty (30) days nor more than sixty (60) days after the date such notice is given by Tenant. If neither
Landlord nor Tenant elect o terminate this Lease pursuant 1o a termination right provided in this Article 11, Tenant
shall assign to Landlord (or to any panty designated by Landlord) all insurance proceeds payable to Tenant under
‘Tenant's insurance required under Section 10.3 of this Leasc, and Landlord shall repair any injury or damage to the
Tenant Improvements and the Original Improvements installed in the Premises and shall retum such Tenant
Improvements and Original Improvements to their original condition; provided that if the cost of such repair by
Landlord exceeds the amount of insurance proceeds received by Landlord from Tenant's insurance carrier, as
assigned by Tenant, the cost of such repairs shall be paid by Tenant to Landlord within thrty (30) days of Landlord's
written request therefor, together with reasonable documentation of such cxpenscs. Except to the extent due to
Landlord's gross negligence or intentional act o omission, Landlord shall not be liable for any inconvenience o
annoyance to Tenant or ts visiors, or injury to Tenant’s business resulting in any way from such damage or the
repair thereof; provided, however, tha if such firc or other casualty shall have damaged the Premises or portions of
the Common Areas necessary to Tenant's occupancy, Landlord shall allow Tenant a proportionate abatement of
Basc Rent and Tenant's Share of increases in Direct Expenses during the time and to the extent the Premises are
unfit for occupancy for the Permitied Use, and not occupied by Tenant as a result thereof; provided, further,
however, that if the damage or destruction is due to the negligence or willful misconduct of Tenant or any of it
agents, employees, contractors, invitees or guests, Tenant shall be responsible for any reasonable, applicable
insurance deductible (which shall be payable to Landlord upon demand) and there shall be no rent abatement.

112 Landlord's Option to Repair. Notwithstanding the terms of Section 11.1 of this Lease, Landlord
may elect not 10 rebuild and/or restore the Premises, Building and/or Project, and instcad terminate this Lease, by
notifying Tenant in writing of such termination within forty-five (45) days afer the date of discovery of the damage,
‘such notiee to include 3 termination date giving Tenant sixty (60) days to vacate the Premises, but Landlord may so
elect only if the Building is damaged by fire or other casualty or cause, whether or not the Premiscs are affected, and
onc or more of the following conditions is prescat: (i) in the reasonable judgment of Landlord's architect or general
contractor, such repairs cannot reasonably be completed within two hundred fifty (250) days after the date of
discovery of the damage (when such repairs arc made without the payment of overtime or other premiums); (i) the
holder of any mortgage on the Building or Project o ground lessar with respect to the Building or Project shall
require that the insurance proceeds or any portion thereof be used to retre the mortgage debt, or shall terminate the
‘ground lease, as the case may be; (ii) the cost to repair such damage exceeds the amount of insurance proceeds
available to Landlord under the insurance policies Landlord is required to carry under Section 10.7 of this Lease or
otherwise by atleast five perceat (5%) of the replacement cost of the Building (excluding any spplicable deductible
amount) for reasons beyond Landlord's control (excluding Landlord's failure to carry such insurance policies); o
(iv) the damage occurs during the las twelve (12) months of the Lease Term.

113 Waiver of Statutory Provisions. The provisions of this Lease, including this Article 11,
‘constitute an express agreement between Landlord and Tenant with respect to any and all damage 10, or destruction
of, all or any part of the Premiscs,the Building or the Project, and any staute or regulation of the Sate of Utah with
respect to any rights or obligations conceming damage or destruction in the sbsence of an express agreement
between the partes, and any other statutc or regulation, now or hereafier in effect, shal bave no application to this
Lease or any damage or destruction t0all or any partof the Premiscs, the Building or the Projoct.
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ICLE 12
NONWAIVER

No provision of this Lease shall be decmed waived by cither party hereto unless expressly waived in 2
‘writing signed thereby. The waiver by cither party hereto of any breach of any term, covenant or condition hercin
contained shall not be decmed to be a waiver of any subsequent breach of same or any other term, covenant or
condition herein contained. The subscquent acceptance of Rent hercunder by Landlord shall not be deemed o be 2
‘waiver of any preceding breach by Tenant of any term, coveaant or condition of this Lease, other than the failure of
Teaant to pay the particular Rent so accepted, regardless of Landlord's knowledge of such preceding breach at the.
time of acceptance of such Reat. No acceptance of a lesser amount than the Reat herein stipulated shall be desmed.
a waiver of Landlord's right 1o receive the full amount due, nor shall any endorsemeat or statement on any check or
payment or any letter accompanying such check or payment be deemed an accord and satisfaction, and Landlord
may accept such check or payment without prejudice to Landlord's right to recover the full amount due. No receipt
of monies by Landlord from Tenant after the termination of this Lease shall in any way alter the length of the Lease
‘Term or of Tenants right of possession hereunder, or after the giving of any notice shall reinstate, continue o
extend the Lease Term or affect any notice given Tenant prior to the receipt of such monies, it being agreed that
‘after the service of notice of the commencement of a suit, or afir final judgment for possession of the Premises,
Landlord may receive and collect any Reat due, and the paymeat of said Reat shall not waive or affect said notic,
suit or judgment.

ARTICLE 13
CONDEMNATION

If the whole of the Premises is taken by power of eminent domain or condemned by any competeat
authority for any public or quasi-public use or purpose, or if Landlord grants a deed or other instrument in lieu of
such taking by eminent domain or condemnation for such taking, this Lease shall automatically terminate as of the
date possession is required to be surendered to the authority. If pat, but not all, of the Premisc, Building, or Project
is taken, cither Party may terminate as sct forth in this Article 13, If morc than twenty-five percent (25%) of the
rentable square fect of the Premiscs, or any matcrial part of the Building (excluding the Premises) shall be so taken,
or if any adjaceat property or siret shall be so taken, or reconfigured or vacated by such authority in such manner a5
0 require the use, roconsiruction or remodeling of more than twenty-five percent (25%) of the Building, Landlord
shall have the option to terminate this Lease effective as of the date possession is required to be surendercd to the
authority. If more () than twenty-five percent (25%) of the rentable square feet of the Premises is take, or (i) a
material part of the Project outside of the Premiscs is takea and as a resul thercof, Tenant will not have reasonable
access 10 the Premises or to sufficient offstreet parking for Tenanf's usc of the Premiscs, Tenant shall have the
‘option to terminate this Lease effective as of the date possession is required (o be sureadered 10 the authoriy.
‘Tenant shall not because of such taking assert any claim against Landlord or the authority for any compensation
‘because of such taking and Landlord shall be entitled o the eatire award or paymeat in connection therewith, except
that Tenant shall have the right to file any separatc claim available to Tenant for any taking of Tenants personal
property and fixtures belonging to Tenant and removable by Tenant upon expiration of the Lease Term pursuant to
the terms of this Lease, and for moving cxpeascs, 5o long 25 such claim is payable scparately to Tenant. Al Rent
shall be apportioned as of the date of such termination. If any part of the Premises shall be taken, and this Lease:
shall not be 5o teminated, the Basc Reat and Tenant's Share of Direct Expenses shall be proportionately abated.
‘This Artcle 13 shall be Tenaot' sole and exclusive remedy in the cvent of any taking and Tenant hercby waives any
rights and the benefits of any statute granting Tenant specific rights in the cveat of 2 taking which arc incousistcat
with the provisions of this Article 13. Notwithstanding anything to the contrary contained in this Artcle 13, in the
eveat of a temporary taking of all or any portion of the Premiscs for a period of onc hundred cighty (180) days o
lless, thea this Lease shall not tenminate but the Base Rent and the Additional Rent shall be abated for the period of
such taking in proportion to the rato that the amount of rentable square feet of the Premises taken bears t0 the total
rentable square feet of the Premises. Landlord shall be enitied t0 receive the entire award made in conaection with
any such temporary taking.

ARTICLE 14
ASSIGNMENT AND SUBLETTING

141 Transfers. Tenant shall not, without the prior writien consent of Landlord, assign, mortgage,
pledge, hypothecate, encumber, or permit any lien to atiach to, or otherwise transfer, this Lease or any interest
hereunder, permit any assignment, or other transfer of this Leasc o any interest hercunder by operation of law,
sublet the Premiscs or any part thereof, or ente into any license or concession agreements o otherwise permit the
‘occupancy or use of the Premises or any part thereof by any persons ather than Teoant and its employces and
‘contractors (al of the foregoing are hereinafter sometimes referred to collectively as "Transfers" and any person to
‘whom any Transfer is made or sought o be made is hercinafter sometimes referred to as a “Transferee”). If Tenant
desires Landlord's conseat to any Transfer, Tenant shall notify Landlord in writing, which notice (the “Transfer
Notice") shall include () the proposed cffcctive date of the Transfer, which shall not be less than thirty (30) days nor
‘more than on hundred cighty (180) days after the date of delivery of the Transfer Notice, (ii)  description of the
portion of the Premises to be ransferred (the “Subject Space®), (i) al of the terms of the proposed Traasfer and.
the consideration therefor, including calculation of the “Transfer Premium", as that term is defined in Section 14.3
below, in connection with such Transfer, the name and address of the proposed Transferce, and an exccuted copy of
all documentation effectuating the proposed Transfer, including all operative documeats to evideace such Transfer
and all agreements incidental or related to such Transfer, provided that Landlord shall have the right o require
Tenant t0 utilize Landlord's standard Transfer documents in conncction with the documentation of such Transfer,
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‘and provided further that the terms of the proposed Transfer shall provide that such proposed Transferce shall not be
‘permitted to further sssign or sublease its interest in the Subject Space andlor Lease, (v) current financial statements
of the proposed Transferee certified by an officer, partner or owner therco, business credit and personal references
‘and history of the proposed Transferee and any other information requircd by Landlord which will enable Landlord
1o determine the financial responsibilty, character, and repuation of the proposd Transferce, nature of such
Transferce’s business and proposed use of the Subject Space and (v) an exccuted estoppel certificate from Tenant
stating the information set forh i items (s) through (d) in Article 17 below. Any Transfer made without Landlord's
prior written conseat shall, at Landlord's option, be null, void and of no cffcct, and shall at Landlord's option,
constitute a default by Tenant uader this Leasc. Whether or not Landlord conscals to any proposed Transfer, Tenant
shall pay Landlord's (or Landlord's property managers) review and processing fees (which currently equal
$1,500.00 for cach proposed Transfer), as well as any reasonable professional fees (including, without limitation,
attomeys!, accountants!, architects, engincers' and consultants' fees) incurred by Landlord (or Landlord's property
manager), within thirty (30) days afler written request by Landlord; provided that Tenan’ reimbursement for
Landlord's fecs pursuant o this sentence shall not exceed $5,000.00 in connection with any one Transfer.

142 Landlord's Consent. Notwithstanding anything to the contrary herein, Landlord shall not
unreasonably withhold its consent to any proposed Transfer of the Subject Space to the Transferce on the terms
specified i the Transfer Notice. Without limitation as to other reasonable grounds for withholding conseat, the
partics hercby agree that it shall be reasonable under this Lease and under any applicable law for Landlord to
‘withhold conseat to any proposed Transfer where one or more of the following apply:

1421 The Transferce is of a character or reputation or engaged in 2 business which is not
consistent with the quality of the Building or the Project;

1422 The Transferce intends 1o use the Subject Space for purposes which are not permitted
under this Lease;

1423 The Transferee is cither a governmental agency or instrumentality thereof;

1424 The Transferee is not a party of reasonable financial worth and/or financiel stability in
light of the responsibilities o be undertaken in connection with the Transfer on the date consent s requested;

1425 The proposed Transfer would cause a violation of another lease for space in the
Project, or would give an occupant of the Project a right to cancel ts lease;

1426 The terms of the proposed Transfer will allow the Transferee to exercise a right of
renewal, right of expansion, right of first offer, or other similar right held by Tenant (or will allow the Transferce to
occupy space leased by Tenant pursuant to any such right);

1427 Either the proposed Transferee, or any person or entity which directly or indircctly,
controls, is controlled by, or is under common control with, the proposed Transferes, (7) occupies space in the
Project atthe time of the request for conseat,or (i) is negotiating with Landlord (which for purposes of this item (i)
and (i), below, shall be evidenced by the transmital of one or more leters of inient, draft proposals or lease.
documents by such Transferee to Landlord or Landlord to such Transferee) to lease space in the Project at such time,
or (i) has actively negotiated with Landiord to lease space within the Project during the six (6)-month period
immediately preceding the Transfer Notice (with "actively negotiated” mcaning, at lcast, written comrespondence
‘and negotiation for the lease of space within the Project, but excluding, without more, the mere delivery of lasing
or property information relating to the Project); provided, howcver, that Landlord shall no unreasonably withhold,
‘condition or delay its conseat to an assignment of this Lease or a sublease of the Premises to 2 proposed assignee or
‘subtenant under the forcgoing portion of this subsection (il if Landlord i not willing and able to accommodate the
space needs of such assignee or subtenan within the Project, and Tenant is able to do so by such assignment or
sublease;

1428 The Transferce does not intend to occupy the entire Subject Space and conduct its
business therefrom for a substantial portion of the term of the Transfer; o

1429 The portion of the Premises to be sublet or assigned is imegular in shape with
inadequate means of ingress and/or egress.

Notwithstanding anything to the contrary contained herein, in no event shall Tenant cater into any
‘Transfer for the possession, use, occupancy or utilization (collectively, "use") of the part of the Premises which
@ provides for a reatal or other payment for such use based in whole or in part on the income or profits derived by
any person from the Premises (other than an amount based on a fixed percentage or percentages of gross receipts or
sales), and Tenant agrees that all Transfers of any part of the Premiscs shall provide that the person having an
interest in the use of the Premises shall not enter into any lease or sublease which provides for 2 rental or other
payment for such use based in whole or in part on the income or profits derived by any person from the Premises
(other than an amount based on a fixed percentage or percentages of gross receipts of sals), or (i) would cause any
portion of the amouats payable to Landlord hereunder (o not constitate "rcats from real property” within the
meaning of Section S12(b)(3) of the Interal Revenue Code of 1986, and any such purported Transfer shall be
absolutely void and incffcctive as a conveyance of any right or interest in the possession, use, occupency or
wilization of any part of the Premises.

If Landlord consents to any Transfer pursuant to the terms of this Section 14.2 (and does not exercise any
recapture rights Landlord may have under Section 14.4 of this Lease), Tenant may enter into such Transfer of the
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‘Subject Space, upon substantially the same terms and conditions as are sct forth in the Transfer Notice furnished by
‘Tenant to Landlord pursuant to Section 14.1 of this Lease, provided that if there arc any changes in the ferms and
conditions from those specified in the Transfer Notice () such that Landiord would iniialy have been entiled to
refuse its conseat to such Transfer under this Section 14.2, or (i) which would cause the proposed Transfer to be.
more favorable to the Transferee than the terms set forth in Tenant' original Transfer Notice, Tenant shall again
submit the Transfer to Landlord for its approval and other action under this Articlc 14 (including Landlord's right of
recapture, if any, under Section 144 of this Lease). Notwithstanding anything to the contrary in this Lease, if
Tenant or any proposed Transferee claims that Landlord has unrcasonably withheld or delayed its conseat under
Section 14.2 or otherwise has breached or acted unreasonably under this Article 14, their sole remedies shall be a
declaratory judgment and an injunction for the relief sought without any monetary damages, and Tenant hercby.
waives all other remedics, including, without limitation, any rightat law or equity to terminate this Lease, on ts own
behalf and, o the extent permitted under all applicable Laws, on behalf of the proposed Transferee.

143 Transfer Premium. If Landiord consents to a Transfer, as a condition thereto which the parties
bereby agree is reasonable, Teaant shall pay to Landiord fifty percent (50%) of any "Transfer Premium,” as that
term is defined in this Section 143, received by Tenant from such Transfere in any particular caleodar month,
which amount shell be paid to Landlord immediately following Tenant's reccipt of the same. “Transfer Premium®
shall mean allreat, additional reat or other consideration (including, without limitation, key money, bonus money or
other cash consideration but excluding any payment for assets, inventory, equipment o fumiture ansferred by
‘Tenant to Transferee in connection with such Transfer) payable by such Transferee in connection with the Transfer
in excess of the Rent and Additional Rent payable by Tenant under this Lease during the term of the Transfer on a
per rentable square foot basis if less than all of the Premises is transferred, after deducting the reasonable cxpenscs.
incurred by Tenaut for (i) any changes, alterations and improvements to the Premiscs in connection with the
Transfer, and (i) any market rate, third party brokerage commissions incurred in connection with the Tramsfer
(collectively, the "Subleasing Costs"); provided, however, that i, a the time of any such sublease or assignment,
Landlord determines that the foregoing "Transfer Premium” formula may result in the receipt by Landlord of
amounts that the Landlord may not be pemmitied to receive pursuant to eny requircments, obligation or
‘understanding applicable o Landlord, the parties agree to eater into an amendment to this Lease which revises the
“Transfer Premium” formula in 2 manner that (x)is mutually agreed o by the partics and (y) docs not result in any
‘material increase in the expected costs or benefits to cither party under this Section 143

144 Landlord's Option as to Subject Space. Notwithstanding anything o the contrary contained in
this Artcle 14, Landlord shall have the option, by giving written nofice to Tenant within thirty (30) days after
receipt of any Transfer Notice, to recapture the Subject Space for the remainder of the Lease Term. Such recapture
notice shall cancel and terminate this Lease with respect to the Subject Space as of the date stated in the Transfer
Notice as the effective date of the proposed Transfer (or at Landlord's option, shall cause the Transfer to be made to
Landlord or its agent, in which case the parties shall exccute the Transfer documentation promptly thercafter);
provided, however, Tenant may, within ten (10) business days after receipt of Landlord's notice of intent to
recapture the Subject Space, withdraw its request for conscat o the Transfer if the Subject Space is less than all or
substantially all of the Premiscs. In that event, Landlords election to terminate this Lease as to the Subject Space
shall be null and void and of no force and effect. In the evet of a recapture by Landlord, if this Lease shall be.
canceled with respect 10 less than the entire Premises, the Base Reat and Tenant's Share of increascs in Dircet
Expeases reserved herein shall be prorated on the basis of the number of rentable square fect retained by Tenant in
proportion to the number of reatable square feet contained in the Premises, and this Leasc as so amended shall
continue thereafter in full force and cffcct, and upon request of cither party, the partics shall cxccute written
confirmation of the same. If Landlord declines, or fails to clect in a timely manner to recapture the Subject Space.
under this Section 14.4, then, provided Landlord has consented o the proposed Transfer, Tenant shall be catitled to
‘proceed to transfer the Subject Space to the proposed Transferee, subject o provisions of this Article 14.

145 Effect of Transfer. If Landlord conseats to  Transfer, (i) the temms and conditions of this Lease
shall in 00 way be deemed to have been waived or modified, (i) such conscat shall not be deemed conseat to any.
further Transfer by cither Tenant or a Transferce, (i) Tenant shall deliver to Landlord, promptly after cxecution, an
original executed copy of all documentation peraining to the Transfer in form reasonably acceptable to Landlord,
(i¥) Tenant shall furnish upon Landlord's request a complete statement, certified by an independeat certified public.
accountant, or Tenant’s chief financial officer, setting forth in detail the computation of any Transfer Premium
Tenant has derived and shall derive from such Transfer, and (v) no Transfer rclating to this Lease or agreement
entered into with respect thereto, whether with or without Landlord’s conseat, shall relieve Tenant or any guarantor
of the Lease from any liabilty under this Lease, including, without limitation, in connection with the Subject Space.
In 00 eveat shall any Transferee assign, sublease or otherwisc encumber its intcrest in this Lease or further sublet.
any portion of the Subject Space, or otherwise suffer or permit any portion of the Subject Space t be used o
occupied by others, except in accordance with this Section 14. Landlord or ts authorized representatives shall have
the right atall reasonable times during normal business hours, but not more than once for each Transfer, to audit the
books, records and papers of Tenant relating to any Transfer. Landlord agrees to and shall kecp and maintain the
books, records, and papers of Tenant strictly confideatial and shall not disclose such confideatial information to any
person or eatity other than Landlord's financial or legal consultants or Landlord's mortgagee. If the Transfer
Premium respecting any Transfer shall be found understated, Tenant shall, within thiry (30) days after demand, pay
the deficiency, and if understated by more than five percent (5%), Tenant shall pay Landlord's reasonable costs of
such audit.

146 Additional Transfers. For purposes of this Lease, the term "Transfer” shall also include () if
Tenant is a partmership, the withdrawal or change, voluntary, involuntary o by operation of law, of fifty percent
(50%) or more of the parters, or wansfer of fifty percent (50%) or more of partership nterests, within a twelve
(12)-month period, or the dissolution of the pertnership without immediate reconstitution thercof;, and (i) if Tenant
s a closely held corporation (i, whose stock is not publicly held and not traded through an exchange or over the
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counter), (A) the dissolution, merger, consolidation or ther reorganization of Tenant or (B) the sal or other transfer
of an aggregate of fifty percent (50%) or more of the voting shares of Tenant (other than to immediate family
‘members by reason of giftor death), within a twelve (12)-month period, o (C) the sale, mortgage, hypothecation or
pledge of an aggregate of fifty percent (50%) or more of the value of the unencumbered assets of Tenant within 2
twelve (12)-month period.

147 Non-Teansfers. Notwithstanding anything to the contrary contained in this Article 14 and so long
as any such Permitted Non-Transfer (a5 defined hercin) is not a subterfuge by Tenant to avoid its obligations under
this Lease, any of the following transfers shall not be deemed a Transfer under this Article 14 (cach of which are
hercinafter referred to as & "Permitted Non-Transfer” and any such assignee or sublessee pursuant to a Permitted.
Non-Transfer hercinafier referred to as a "Permitted Non-Transferee"): (i) an assignment of Tenants interest in
this Lease, or a subletting of all or a portion of the Premises, to an affiliate of Tenant (ic., an cntity which is
controlled by, coatrols, or is under common control with, Teaant) or any parcat of Tenant, (i) an assignment of
‘Tenant's interest i this Lease to an entity which acquires all or substantially all of the assets of Tenant, (i) an
assigament of Tenants interest in this Lease to an entity which is the resulting entity of a stock acquisition, merger
o consolidation of Tenant during the Lease Term; iv) any sale of stock for capital aising purposcs in which Tenant
is the surviving corporation, or the sale ofstock or other equity interests in Teaant on & public stock cxchange (e.2.
NYSE or NASDAQ), whether in connetion with an initia public offering or thereafter; (v) or any merger effected
exclusively to change the domicile of Teaant; or (vi) any assigament of Tenants interestin the Lease in connection
‘with any financing or refinancing of Teaant's business, whether such financing or refinancing takes the form of debt
or equity iavestments through publicly or privately traded equity or any other form, including, withou limation,
any transaction whercby an cquity investor directly or indirectly provides financing or refinancing for Tenant and/or
purchases ownership interests of Tenant, ts pareat or any afflate of Tenant. Each Permitted Non-Transferce shall
bave a valuation immediately following such transaction that (A) is the greater of (1) the valuation of Tenant
immediatcly prior to such Permitted Noo-Transfer or (2) the valuation of Original Tenant on the date of this Lease,
and (B) is otherwise reasonably sufficient to satisfy the financial obligations under this Lease or subleasc, as the case.
may be. For each Permitted Non-Transfer, Tenant shall notify Landord of the same and promptly supply Landlord
with any commercialy reasonable documents or information reasonably requested by Landlord regarding such
Permitied Non-Transfer or such Permitted Non-Transferee.  An assignee of Original Tenant's catire intercst in this
Lease which assignee is a Permited Noo-Transferce may also be referred to hercin as a "Non-Transferee
Assignee.” As used in this Section 14.7, "control” shall mean the ownership, direcly or indirectly, of at least ifty-
‘one percent (51%) of the voting securitis of, or possession of the right 10 vote, in the ordinary direction of its
affars, ofat Ieast fifty-onc percent (51%) of the voting interestin, any perso or enty.

148 Occurrence of Default. Any Transfer hereunder shall be subordinatc and subject to the
provisions of this Leasc, and f this Lease shall be terminated during the term of any such Transfer, Landlord shall
bave the right to: (3 treat such Transfer as cancelled and reposscss the Subject Space by any lawful means, or
(i) require that such Transferee attom to and recognize Landlord as its landlord under any such Transfer. If Tenant
shall be in default under this Lease, Landlord is hercby irrcvocably authorized, as Tenant's agent and attomey-in-
fact, to direct any Transferee to make all payments under or in conncction with such Transfer dircetly to Landlord
(which Landlord shall apply towards Tenant’s obligations under this Lease) untl such default is cured. Such
‘Transferce shall rely on any represcntation by Landlord that Tenant is in default hercunder, without any need for
confirmation thercof by Tenant. Upon any assignment of Tenant’ interest in this Lease, the assigne shall assume
in writing all obligatious and covenas of Tenant thereafter to be performed or observed under this Lease. No
collection or acceptanc of reat by Landlord from any Transferee shall be decmed a waiver of any provision of this
Article 14 o the approval of any Transferee or a release of Tenant from any obligation under this Lease, whether
therctofore or thercafter accruing. In no eveat shall Landlord's enforcement of any provision of this Lease against
‘any Transferce be decmed a waiver of Landlord'sright to eaforce any term of this Lease against Tenant or any other
person. If Tenant's obligations hereunder have been guarantecd, Landlord's consent o any Transfer shall not be
effective unless the guarantor also consents to such Transfer.

ARTICLE 1S
SURRENDER OF PREMISES; OWNERSHIP AND

REMOVAL OF TRADE FIXTURES

151 Surrender of Premises. Noact or thing done by Landlord or any agent or employee of Landlord
during the Lease Tem shall be deemed to constitute an acceptance by Landlord of a surrender of the Premiscs.
unless such intent is specifically acknowledged in writing by Landlord. The delivery of keys to the Premises to
Landlord or any agent or employee of Landlord shall not constitute a sumender of the Premiscs or effect a
termination of this Lease, whether of not the keys arc thereafier retained by Landlord, and notwithstanding such
delivery Tenant shall be catitled o the return of such keys at any reasonable time upon request unfil this Lease shall
have been properly torminated. The voluntary or other surrender of this Lease by Tenant, whether accepied by
Landlord or not, or 8 mutual termination hereof, shall not wark a merger, and at the option of Landlord shall operate.
a5 an assigament to Landlord of all subleases or subtenaacies affecting the Premises or terminate any or all such
sublessees or subtenancies.

152 Removal of Tenant Property by Tenant. Upon the expiration of the Lease Term, or upon any
carlicr termination of this Lease, Tenant shall, subject to the provisions of this Article 15, quit and sumender
possession of the Premises to Landlord in as good order and condition as when Tenant took possession and as
thereafter improved by Landlord and/or Tenant, reasonable wear and tear and repairs which are specifically made
the responsibility of Landlord bercunder excepted. Upon such expiration or termination, Tenant shall, without
expense to Landlord, remove or cause to be removed from the Premises all debris and rubbish, and such items of
famiture, equipment, business and trade fixtures, free-standing cabinet work, movable partitions, cabling installed
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by or at the request of Teoant that is not contained in protective conduit or metal raceway and other articles of
personal property owned by Tenant or installed or placed by Tenant at ts expensc in the Premiscs, and such similar
articles of any other persons claiming under Tenaat, as Landlord may, in it sole discretion, require to be removed,
and Tenant shall repair at its own expense all damage to the Premiscs and Building resulfing from such removal.

ARTICLE 16
HOLDING OVER

If Tenant holds over after the expiration of the Leas Term or carlier termination thercof, with or without
the express or implied conseat of Landlord, such tenancy shall be from month-to-month only, and shall not
constitte a renewal hereof or an extension for any further term, and in such case Ret shall be payable at a monthly
rate cqual o the product of 150% of the Reat applicable during the ast rental period of the Lease Term under this
Lease. Such month-to-month tenancy shall be subject to every other applicable term, covenant and agreement
contained herein. For purposes of this Artice 16, a holding over shall include Tenant's remaining in the Premiscs.
after the expiration or earlier termination of the Lease Term, as required pursuant to the terms of this Lease or the
Teaant Work Letter, to remove any Altcrations or Above Building Standard Tenant Improvements located within
the Premises and replace the same with Buikding Standard Tenant Improvements. Nothing contained in this
Article 16 shall be construed as consent by Landlord to any holding over by Tenat, and Landlord expressly reserves
the right to require Tenant to surender possession of the Premiscs to Landlord as provided in this Lease upon the.
expiration or other termination of this Lease. The provisions of this Article 16 shall not be deemed to limit or
constitute a waiver of any other rights or remedics of Landlord provided hercin or at law. If Tenant fails to
surrender the Premises upon the termination o expiration of this Lease, in addition to any other liabilites to
Landlord accruing therefrom, Tenant shall protect, defend, indemify and hold Landlord harmless from al losses,
costs (including reasonable attomeys' fees) and liabilitis resulting from such failue, including, without limiting the
genenality of the foregoing, any claims made by any succeeding tenant founded upon such failure to surrcader and
‘any lost profits to Landlord resulting therefrom.

ARTICLE 17

ESTOPPEL CERTIFICATES

Within fifieen (15) days following & request in writing by Landlord, Tenant shall execue, acknowledge and
deliver to Landlord an estoppel certificate in the form of Exhibit H attached hercto. Any such certificatc may be.
relied upon by any current or prospective morigagee or purchascr of all or any portion of the Project. Tenant shall
execute and deliver whatever other instrumeats may be reasonably required for such purposes. At any time during
the Lease Term (but in 0o event more than once during any calendar year cxcept in conncetion with 3 sale or
refinancing of the Building), Landlord may require Tenant, and to the extent applicable, any guarantor(s), to provide.
Landlord with a curent audited financial statemet and audited financial statemeats of the two (2) years prior to the
currcat financial statcmeat year. Such statements shall be delivered by Tenant and such guarantor(s) to Landlord
within thirty (30) days after Landlord's writien request therefor and be prepared in accordance with gencrally
accepted accounting principles and, if such i the normal practice of Tenant or such guarator(s), shall be audited by
an independent certified public accountant with copies of the auditor’s statemeat, reflecting Tenants or such
guarantor(s)’ as applicable, then-current financial condition in such form and detail as Landlord may reasonably
request. Any such financial statements obtaincd by Landlord shall be kept stictly confidential Tenant and Landlord
shall po disclose such confideatial information to any person or catity other than Landlord's financial and legal
‘consultants and Landlord's mortgagee's without Tenants prior written conseat, which may be withheld in Teaants
sole discretion. At any time and from time to time, in the context of  sale of Tenant's business or a financing
thereof only, and upon notless than fiteen (15) days' prior notice from Teaant, Landiord shall cxccute and deliver
10 Tenant a statement certifying (1) th tiles-and dates of the documeats then comprising this Leasc, () the curreat
‘amounts of and the dates to which the Basc Reat and Additional Rent have been paid, (i) to the best of Landlord's
knowledge that Tenznt is not in defeult under this Lease (or if Tenant i in default, specifying the nature of such
defaul), and (i) such other information reasonably requested by Tenant for such purposes. The failure of cither
party and any such guarantor(s) o timely execute, acknowledge and deliver such estoppel certificate shall constitute:
an acknowledgment by such party and such guarantor(s) that statemeats included in the cstoppel certificate are frue
and correct, without exception.

ARTICLE
SUBORDINATION

‘This Lease shall be subject and subordinate to all present and future ground or underlying leases of the
Building or Project and o the licn of any mortgage, trust deed o other encumbrances now or hereafier in force
aginst the Building or Project or any part thereof, if any, and 1 all renewals, extensions, modifications,
consolidations and replacements thereof, and to all advances made or hereaftr to be made upon the sccurity of such
mortgages or trust deeds, uless the holders of such mortgages, trust deeds or other ncumbrances, o the lessors
under such ground lease or underlying leases, require in writing that this Lease be superior thercto. Tenant
jenants and agrees in the event any procecdings are brought for the forcclosure of any such mortgage or deed in
u thereof (or if any ground lease is terminated), to attorn, without any deductions or sct-offs whatsoever, to the
lienholder or purchaser or any successors thercto upon any such forcclosure sale o deed in lieu thereof (or to the
ground lessor), if 5o requested 10 do 5o by such purchaser or lieaholder or ground lessor, and to recogaize such
‘purchaser or lieaholder or ground lessor as the lessor under this Lease, provided such lieaholder or purchaser or
ground lessor agrees in writing to accept this Lease and agrees not disturb Tenant's occupancy, so long as Tenant
timely pays the Reat and observes and performs the terms, covenaats and conditions of this Lease to be observed
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and performed by Tenant. Landlord's interest hercin may be assigned as sccurity at any time to any lienbholder.
Tenant shall, withia fiftecn (15) days of request by Landlord, execute such further instruments or assurances as
Landlord may reasonably deem necessary t evidence or confim the subordination or superiority of this Lease to
any such mongages, trust deeds, ground leases or underlying leases so long as Teaant's rights under this Lease are
not adversely affected thereby. So long as the requirements of this Scction are satisfied, Tenant waives the
‘provisions of any current or future statute, rule or law which may give or purport to give Tenant any right or clection
o terminate or otherwise adversely affect this Lease and the obligations of the Tenant hercunder in the cvent of any
foreclosure proceeding or sale.

ARTICLE 1

DEFAULTS: REMEDIES

19.1.1Any failure by Tenant to pay any Reat or any other charge required to be paid under this
Lease, or any part thereof, within five (5) days when duc and such failure continucs for five (5) days after written
notice thereof from Landlord, except that Landlord shall only be required to give one (1) such notice in any calendar
year, and after any such notice is given any failure by Tenant in such caleadar year to pay any Rent duc hereunder
‘within five (5) days when duc shal itsclf constitute a Default, without the requiremeat of notice from Landlord of
such failure; or

1912 Except where a specific time period is otherwise set forth for Tenant's performance in
this Lease, in which cvent the failure to perform by Tenant within such time period shall be a default by Tenant
under this Section 19.1.2, any failure by Tenant to observe or perform any other provision, covenant or condition of
this Lease to be obscrved or performed by Tenant where such failure continues for tweaty (20) days afier written
notice thercof from Landlord to Tenaat; provided that if the nature of such default s such that the same cannot
reasonably be cured within such 20-day period, Tenant shall not be decmed to be in default if it diligently
‘commences such cure withia such period and thereafier diligeatly proceeds to rectify and cure such default, but in
50 eveat exceeding a period of time in excess of thirty (30) days after writien notice thereof from Landlord to
Tenant; or

1913 The failure by Tenant to observe or perform according to the provisions of Articks 5,
14, 17 or 18 of this Lease where such failure continues for more than five (5) busincss days after notice from
Landlord; or

19.14  Tenants failure to comply with the terms of the Declarations within ten (10) days
following Tenant's receipt of writtea notice of such failure; or

19.15  To the extent permitted by law, a general assignment by Tenant or any guarantor of this
Lease for the benefit of creditors, o the taking of any corporate action in furtherance of bankrupicy or dissolution
‘whether or not there exists any proceeding under an insolvency or bankruptcy law, or the iling by or against Tenant
or any guarantor of any proceeding under an insolvency or bankruptcy law, unless in the case of a procecding filed
against Tenant or any guarantor the same is dismissed within sixty (60) days, or the appointment of a trusice o
receiver 10 take possession of al or substantially all of the asscts of Tenant or any guarantor, unless possession is
restored to Tenant or such guarantor within thirty (30) days, or any execution or other judicially authorized seizure
of all or substantialy all of Tenant's assets located upon the Premiscs or of Tenant’ interest in this Lease, unless
such seizure is discharged within thirty (30) days; or

19.16  Tenant’ filure o occupy the Premises for business operations for more than thirty (30)
‘conseutive days at any time during the Lease Term (or any applicsble Option Term); or

1917  Tenant’s failure to occupy the Premises within ten (10) business days afier the Lease
Commencement Date.

‘The notice periods provided herein are in lieu of, and not in addition to, any noice periods provided by
law.

192 Remedies Upon Default. Upon the occurrence of any event of default by Tenant, Landlord shall
have, in addition 1o any other remedies availabl to Landlord at law or in equity (all of which remedies shall be
distnct, scparate and cumulative), the option to pursu any one or more of the following remedics, cach and all of
‘which shall be cumulative and nonexclusive, without any notice or demand whatsoever.

192.1  Terminate this Lease, in which eveat Tenant shall immediately surrender the Premises
to Landlord, and if Tenant fails to do so, Landlord may, without prejudice to any other remedy which it may have
for possession or amearages in rent, enter upon and take possession of the Premiscs and expel or remove Tenant and
‘any other person who may be occupying the Premises or any part thercof, without being liable for prosccution or
any claim or damages therefor; and Landlord may recover from Tenant the following:

@  The worth at the time of award of any unpaid rent which has been
‘carned at the time of such termination; plus
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(i) The worth at the time of award of the amount by which the unpaid
rent which would have been camed afier termination until the time of award exceeds the amount of such reatal loss.
that Tenant demonstrates could have been reasonably avoided; plus

(i) The worth at the time of award of the amount by which the unpaid
rent for the balance of the Lease Term after the time of award exceeds the amount of such renta loss that Tenant
demonstrates could have been reasonably avoided; plus

(¥)  Any other reasonable amount necessary to compensate Landlord for
all the detriment proximately caused by Tenanf’ failure to perform its obligations under this Lease or which in the
ordinary course of things would be likely to result therefrom, specifically including but ot limited to, reasonable
brokerage commissions and adventising expenses incurred, expenses of remodeling the Premises or any portion
thereof for a new tenant (whether performed by Landlord or Landlord's property manager), whether for the same or
a different use, and any special concessions made to obiain a new tenant; provided, however, that for purposes of
Tenant's lability under the foregoing portion of this sentence, such costs of reletting and commissions (only) shall
be amortized over the inital term of such new lease, with interest thereon at the Interest Rate (a5 defined below),
and Tenant shall be liable only for that portion 5o amortized falling within the remaining portion of the Term; and

() AtLandlord's election, such other amounts in addition to or i ficu of
the foregoing as may be permitted from time to time by applicable law.

The term "reat” as used in ths Section 19.2 shall be deemed to be and to mean all sums of every naturc
required 10 be paid by Tenant pursuant to the terms of this Lease, whether to Landlord or to others. As used in
Paragraphs 19.2.1(7) and (i), above, the "worth at the time of award" shall be computed by allowing interest at the
rate set forth in Article 25 of this Lease, but in 5o case greater than the maximum amount of such interest permitted
by law. As used in Paragraph 19.2.1(ii) above, the "worth at the time of award” shall be computed by discounting,
such amountat the discount rate of the Federal Reserve Bank of San Francisco at the time of award plus one percent
(1%).

1922 Terminate Tenant’ right to possess the Premises by any lawful means with or without
terminating this Lease, in which event Tenant will immediately surrender possession of the Premiscs to Landlord
within ten (10) days of receipt of written notice from Landlord. In such cveat, this Lease continues in full force and
effect (except for Tenant's right to possess the Premises) and Tenant continues to be obligated for and must pay all
Rent as and when due under this Lease. Unless Landlord specifically states that it is terminating this Lease,
Landlord's termination of Tenant' right to possess the Premiscs is not to be consrucd as an clection by Landlord to
temminate this Lease or Tenant’ obligations and liabilities under this Lease. If Landlord terminates Tenant's rght to
possess the Premises, Landlord is not obligated to, but upon providing written notice to Tenant, may re-cater the.
Premises and remove all persons and property from the Premises if Tenant fais to do so within such 10-day period.
Landlord may store any propety Landlord removes from the Premises in a public warchouse or clscwhere at the
cost and for the account of Tenant, and if Tenant fails to pay the storage charges thercfor within ten (10) days of
Tenant's reccipt of written request thercfor, Landlord may deem such property abandoned and cause such property
0 be sold or otherwise disposed of without further obligation or any accounting to Tenant. Upon such re-eatry,
Landlord shall o the extent required by applicable Laws, use commercially reasonable efforts o relet the Premises
0 a third party or parties for Tenan’s account. Tenant shall be liable to Landlord for all Costs of Re-Leting (as
defined below) and shall pay Landlord the same within thirty (30) days afer Landiord's written notice to Tenant.
Landlord may relet the Premises for a period shorter or longer than the remaining Lease Term. If Landiord relets all
o any part of the Premiscs, Tenant remains obligated to pay all Rent when due under this Lease; provided that
Landlord will, on & monthly basis, credit any Net Re-Letting Proceeds (ss defined below) received for the current
monkth against Tenants Rent obligation for the next succeeding month. If the Net Re-Letting Proceeds received for
‘any month exceeds Tenant’s Rent obligation for the succeeding month, Landlord may retain the surplus.

As used herein, "Net Re-Letting Proceeds" shall mean the total amount of reat and other consideration paid by any
Replacement Tenants (as defined below), less all Costs of Re-Letting, during a given period of time. "Costs of Re-
Letting" shall include without limitation, al commercially reasonable costs and expenses incurred by Landlord for
any repairs, maintenance, changes, alterations and improvements 1o the Premiscs, brokerage commissions,
advertsing costs, attomeys' fees, any reasonable and customary free rent periods or credits, tenant improvement
allowances, take-over lease obligations and other reasonable and customary economic inceatives required to cater
leases with Replacement Tenants. “Replacemeat Tenants” shall mean any individua, trust, partocrship, company,
joint veature, association, corporation, or any other eatty 1o whom Landlord relets the Premiscs or any portion
thereof pursuant to this Section 19.2.2.

193 Form of Payment After Default. Following the occurrence of an cvet of default by Tenant,
Landlord shall have the right t require that any or all subscquat amounts paid by Tenant to Landlord hereunder,
‘whether 10 cure the default in question or otherwise, be paid in the form of cash, moncy order, cashier's or certificd.
check drawn on an institution acceptable to Landlord, or by other commercially reasonable means approved by
Landlord, potwithstanding any prior practice of accepting payments in aay differcat form.

194 Efforts to Relet. No re-entry or repossession, repairs, maintenance, changes, alterations and
additons, releting, appointment of a receiver 10 protect Landlord' interests hereunder, or any other action or
omission by Landlord shall be construed as an clection by Landiord to terminate this Lease o Tenant’ right to
possession, or 10 accept a surreader of the Premiscs, nor shall same operate to reicase Tenant in whole of in part
from any of Teaan’s obligations hercunder, ualess express writen potice of such intcation s sent by Landlord fo
Tenant. Teaant hereby imevocably waives any right otherwise available under any law to redeem or reinsiate this
Lesse.
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19.5  Subleases of Tenant. Whether or not Landlord elects to terminate this Lease on account of any
default by Tensa, as sct forth in this Article 19, Landlord shall have the right to terminate any and all subleases,
licenses, concessions or other consensual arrangements for possession catered into by Tenant and affecting the
Premises or may, in Landlord's sole discretion, succeed to Tenants interest in such subleases, licenses, concessions
or amangements. In the eveat of Landlord's election to succced to Tenant's interest in any such subleases, licenses,
‘cancessions o amangements, Tenant shall, as of the date of notice by Landlord of such clection, have no further
ight o or interestin the reator other consideration reccivable thercunder.

196 Landlord's Default/Tenant's Remedies. Upon the occurrence of any failure by Landlord to
observe or perform any term, covenant or condition of this Lease to be obscrved or performed by Landlord, if such
failure shall continue for thity (30) days afier receipt of writien notice thezeof to Landlord, Landlord shall be in
default under this Lease; provided, however, that if the nature of the default is such that the same cannot be
reasonably cured within said thirty (30) day period, Landlord shall not be in default hercunder if Landlord shall
within such period commence such cure and shal thereafier diligently prosccute the same to completion: provided
that, if onger than inety (90) days, Landlord shall notify Tenant of the reasons for such extended time period and
of the projected completion date.

197 Remedies Generally. Except as otherwise specified in this Lease, Landlord’s remedics and
‘Tenant’s remedics sct forth in this Lease shall not be exclusive, but shall be cumulative and shall be in addition to,
a0d not in licu of, any other remedies now or hereafier allowed by law or in equity, including, without limitation,
injunctive relcf, specific performance and consequential damages. Notwithstanding anything to the contrary hercin,
i the eveat of a default by Tenant, Landlord shall use its commercially reasonable efforts to mitigat its damages in
‘accordance with applicable Laws; provided that those efforts shall not require Landlord to relet the Premises in
prefercace to any other space in the Project, elet the Premises to any party that Landiord could ressonably reject as
3 transferce pursuant o Artcle 14, or incur any out-of-pocket construction costs or brokerage commissions in
‘connection with such effors (other than such costs that amortize over the term of a new lease for the Premises).

ARTICLE 20
COVENANT OF QUIET ENJOYMENT

Landlord covenants that Tenant, on paying the Ren, charges for services and other payments hercin
reserved and on keeping, obscrving and performing all the other terms, covenants, conditions, provisions and
agreements herein contained on the part of Tenant to be ke, observed and performed, shall, during the Lease Term,
peaceably and quietly have, hold and cajoy the Premises subject o the terms, covenants, conditions, provisions and
agreements hereof, without interfercace by any persons lawfully claiming by or through Landlord. The foregoing.
covenant is i lieu of any other covenant express or implied.

ARTICLEN
LETTER OF CREDIT

211 Delivery of Letter of Credit. Tenant shall deliver to Landlord, within nincty (90) days of the
Effective Date, an unconditional, clean, irrevocable letter of credit (the "L-C*) in the amount set forth in Section 7
of the Summary (the "L-C Amount”), which L-C shall be issucd by cither Silicon Valley Bank, a subsidiary of SVB
Financial Group; Pacific Western Bank or an affilistc or division thereof; or a money-center, solvent and nationally
rocognized bank (a bank which accepts deposits, maintains accounts, has 2 local office in Salt Lake City, Utah that
will negotiate 3 letter of credit, and whose dcpasits arc insured by the FDIC) reasonably acceptable to Landlord
(such approved, issuing bank being referred to hercin as the "Bank"), which Bank must have a short term Fitch
Rating which is not less than "FI”, and 2 long term Fitch Rating which s not less than "A” (or in the cvent such
Fitch Ratings arc 1o longer availabe, a comparable rating from Standard and Poor's Professional Rating Service or
Moody's Professional Rating Service) (collectively, the "Bank's Credit Rating Threshold"), and which L-C shall
bein the form of Exhibit E, atached hereto. Tenant shall pay all expenscs, poiats andlor fees incurred by Tenant in
obtaining the L-C. The L.C shall () be "callable” at sight, imevocable and unconditional, (i) be maintained in
effct, whether through renewal or exteasion, for the period commencing on the date of this Lease and continuing
until the date (the "L-C Expiration Date") that s 0o less than onc hundred twenty (120) days after the expiration of
the Lease Term, as the same may be extended, and Tenant shall deliver a new L-C or certificate of rencwal o
extension to Landlord at leastsixty (60) days prior to the expiration of the L-C then held by Landlord, without any
action whatsocver on the part of Landlord, (ii) be fully assignable by Landlord, ifs successors and assigns,
(iv) permit pantal draws and multiple presentations and drawings, and (v) be otherwise subject (0 the Intcmational
Standby Practices-ISP 98, Intemational Chamber of Commerce Publication #590. Landlord, or its then managing
agent, shall have the right 10 draw down an amount up o the face amount of the L-C if any of the following shall
have occurred or be applicable: (A) such amount i due to Landlord under the terms and conditions of this Lease
(following the expiration of all applicable payment and default cure periods) or (B) Teaant kas filed 2 voluntary
petition under the U.S. Bankruptcy Code or any state bankruptcy code (collectively, "Bankruptcy Code”), or
(C) an involuntary petition has been filed against Tenant under the Bankruptcy Code, or (D) the Bank has notified
Landlord that the L-C will not be renewed or extended through the L-C Expiration Date, or (E) Tenant s placed into
reccivership or conservatorship, or becomes subject to similar proceedings under Federal or State law, or (F) Tenant
exccutes an assignment for the benefit of creditors, or (G)if (1) any ofthe Bank's Fitch Ratings (or other
comparable ratings to the extent the Fitch Ratings are no longer available) have been reduced below the Bank's
Credit Rating Threshold, or (2) there is otherwisc a material adverse change in the financial condition of the Bank,
‘and Tenaat has failed to provide Landlord with a replacement letter of credit withia thirty (30) days following.
receipt of Landlord's writicn requast therefor, conforming in all respects to the requirements of this Article 21
(including, but not limited 10, the requirements placed on the issuing Bank more particularly set forth in this
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Scction 21.1 above), in the amount of the applicable L-C Amount, within ten (10) days following Landlord's written
‘demand therefor (with no other notice or cure or grace period being applicable therto, potwithstanding anything in
this Lease to the contrary) (each of the foregoing being an "L-C Draw Event”). The L-C shall be honored by the
Bank regardless of whether Tenant disputes Landlord's right to draw upon the L-C. In addition, in the cveat the
Bank is placed into receivership or consrvatorship by the Federal Deposit Insurance Corporation or any successor
or similar catiy, then, cffective a5 of the date such receivership or conservatorship occurs, said L-C shall be deemed
1o fail to meet the requiremeats of this Artic 21, and, within ten (10) days following Landlord's notice to Tenant of
such receivership or conservatorship (the “L-C FDIC Replacement Notice"), Tenant shall replace such L-C with 2
substiute letter of credit from a different issuer (which issucr shall meet or exceed the Bank's Credit Rating
Threshold and shall otherwise be acceptable to Landlord in its reasonable discretion) and that complics in all
respects with the requirements of this Article 21.  If Tenant fails to replace such L-C with such couforming,
substitute lette of credit pursvant 1o the terms and conditions of this Section 21.1, then, notwithstanding anything in
this Lease 10 the contrary, Landlord shall have the righ to declare Tenant in default of this Lease for which there
shall be no notice or grace or cure periods being applicable thercto (other than the aforesaid ten (10) day period).
Tenant shall be respousible for the payment of any and all costs incurred with the review of any replacement L-C
(including without limitation Landlord's reasonable attomeys' fecs), which replacement is required pursuant o this
Section or s otherwise requested by Tenant.

Notwithstanding anything to the contrary contained in this Lease, Landlord shall not be required to disburse.
any portion of the Tenant Improvement Allowance to Tenant until Tenant has provided Landlord with the L-C
described in this Article 21.

212 Application of L-C. Tenant hercby acknowledges and agrees that Landlord is cntering into this
Lease in material reliance upon the ability of Landiord to draw upon the L-C upon the occurrence of any L-C Draw
Eveat. In the eveat of any L-C Draw Eveat, Landiord may, but without obligation to do so, and without notice
‘Tenant, draw upon the L-C, in part or in whole, to cure any such L-C Draw Event and/or to compensate Landlord
for any and all damages of any kind or pature sustained or which Landlord reasonably estimates that it will sustain
resulting from Tenant's breach or default of the Lease or other L-C Draw Event and/or to compensate Landlord for
any and all damages arising out of, or incurred in connection with, the termination of this Lease, subject to the
provisions of Article 19 hercof. The use, application or retention of the L-C, or any portion thereof, by Landlord
shall not prevent Landlord from exercising any other right or remedy provided by this Lease or by any applicable.
Laws, it being intcaded that Landlord shall not first be required to proceed against the L-C, and such L-C shall not
‘operate as a limitation on any recovery to which Landlord may otherwise be entitled. No condition or term of this
Lease shall be deemed t render the L-C conditional to justify the issuer of the L-C in failing to honor a drawing
upon such L-C in a timely manner. Tenant agrees and acknowledges that () the L-C consitutes a scparate and
independent contract between Landlord and the Bank, (i) Tenant is not 8 third party beneficiary of such contract,
(i) Tenant has no property intercst whatsoever in the L-C or the proceeds thercof, and (iv) in the cvent Tenant
becomes a debtor under any chapter of the Bankruptcy Code, Tenant s placed into receivership or conservatorship,
and/or there s an event of a receivership, conservatorship or 2 bankrupcy filing by, or on behalf of, Tenant, neither
Tenant, any trustee, nor Tenant's bankruptcy estate shall have any right to restrict or limit Landlord's claim and/or
rights 10 the L-C and/or the proceeds thercof by application of Scction S2(b)(6) of the U. S. Bankruptcy Code or
otherwise. In the eveat of an assignment by Tenant of its intcrest in this Leasc (and irrespective of whether
Landlord's conscat is required for such assignment), the acceptance of any replacement or substitute L-C by
Lendlord from the assignee shall be subject to Landlord's prior written approval, in Landlord's reasonable discretion,
and the actual and reasonable attomey's fees incurred by Landlord in connection with such determination shall be:
payable by Tenant to Landlord within ten (10) days of billing.

213 L-C Amount; Maintenance of L-C by Tenant. If,ss a result of any drawing by Landlord of all
or any portion of the L-C, the amount of the L-C shall be less than the L-C Amount, Tenant shall, within five (5)
days thereafter, provide Landlord with additional lettr(s) of credit in an amount equal to the deficiency, and any
such additional leter(s) of credit shall comply with al of the provisions of ths Articl 21. Tenant further covenans
and warrants that it will neither assign nor encumber the L-C or any part thereof and that neither Landlord nor its
successors or assigas will be bound by any such assignment, encumbrance, atempted assignment or attempted
encumbrance. Without limiting the generality of the foregoing, if the L-C expircs carler than the L-C Expiration
Date, Landlord will accept a renewal thereof (such renewal leter of credit to be in cffcct and delivered to Landlord,
as applicable, not later than ninety (90) days prior to the expiration of the L-C), which shall be irrevocable and
automatically renewable as above provided through the L-C Expiration Date upou the same terms as the expiring.
L-C or such otber terms as may be acceptable to Landlord inits sole discretion. If the L-C is not timely renewed, or
if Tenant fails 0 maintain the L-C in the amount and in accordance with the tems set forth in this Article 21,
Landlord sball have the right to preseat the L-C to the Bank in accordance with the terms of this Articl 21, and the
proceeds of the L-C may be applied by Landlord against any reat payable by Tenant under this Lease that is not paid
‘when due and/or t0 pay for all Iosses and damages that Landlord has suffercd or that Landlord reasonably estimates
that it will suffer as a result of any breach or default by Tenant under this Leasc. In the cvent Landlord elects to
exercise its rights under the preceding senteace, (x) any unused proceeds shall constitute the property of Landlord
(and not Tenant's property or, i the event of a receivership, conservatorship, or 2 bankrupicy filing by Tenant,
property of such receivership, conservatorship o Tenant's bankruptcy estatc) and need no be segregated from
Landlord's other asscts, and (y) Landlord agrees to pay to Tenant within thirty (30) days after the L-C Expiration
Date the amount of any proceeds of the L-C received by Landlord and not applied agaiast any reat payable by
Tenant under this Lease that was not paid when duc or used o pay for any losses andlor damages suffered by
Landlord (or reasonably estimated by Landlord that it wil suffcr) as & result of any breach or default by Tenant
under this Lease; provided, however, that if prior t0 the L-C Expiration Datc a voluntary petition is filed by Tenant,
or an involuntary petition is filed agaist Tenant by any of Tenant's creditors, under the Bankruptcy Cod, then
Landlord shall not be obligated to make such payment in the amount of the unused L-C proceeds until cither all
preference issues relating to payments under this Lease have been resolved in such bankrupicy or reorganization
‘case or such bankruptcy or reorganization case has been dismissed.
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214 Transfer and Encumbrance, The L-C shall also provide that Landlord may, at any time and
without notice to Tenant and without irst obtaining Teaant's conseat thercto, transfer (on or more fimes) all or any
portion of ts interestin and to the L-C to another party, person or eatity, regardless of whether o not such transfer
s from or as & part of the assignment by Landlord of its rights and interests in and to this Lease. In the event of 2
wransfer of Landlord's interest in under this Leasc, Landlord shall transfer the L-C, in whole o in part, to the
transferee and thereupon Landlord shall, without any further agreement between the partics, be relcased by Tenant
from all liability therefor, and it s agreed that the provisions hercof shall apply to every transfer or assignment of the
whole of said L-C to  new landlord. In connection with any such transfer of the L-C by Landlord, Teoant shall, at
‘Tenan’ sole cost and expense, execute and submit 10 the Bank such applications, documents and instruments as
may be necessary to effectuate such transfer and, Tenant shall be responsible for paying the Bank's transfer and
processing fees in connection therewith.

215 L-CNot a Security Deposit. Landiord and Tenant (1) acknowledge and agree that in no cveat or
circumstance shall the L-C or any renewal thereof or substiute therefor or any proceeds thercof be deemed to be or
treated as a "security deposit” under any law applicable to sccurity deposits n the commercial context (the "Security
Deposit Laws"), (2) acknowledge and agree that the L-C (including any rencwal thereof or substiute thercfor or any
proceeds thereof) is not intended to serve as a security deposit, and the Sccurity Deposit Laws shall have no
applicability or relevancy thereto, and (c) waive any and all rights, dutics and obligations that any such pary may
now, or in the future will, have relating to or arising from the Security Deposit Laws. Tenant hercby irrevocably
‘waives and relinguishes any staue, and all other provisions of law, now o hercafier in effect, which (x) establish the
time frame by which a landlord must refund a security deposit under a lease, and/or (y) provide that 2 landlord may
claim from a sccurity deposit only those sums reasonably necessary 10 remedy defauls in the paymeat of reat, to
repair damage causcd by a tenant or to clean the premises, it being agreed that Landlord may, in addition, claim
those sums specified in this Article 21 and/or those sums reasonably necessary o (2) compensate Landlord for any
foss or damage caused by Tenants breach of this Lease, including any damages Landlord suffers following
termination of this Lease, and/or (b) compensate Landlord for any and all damages arising out of, or incurred in
connection with, the termination of this Lease.

216 Non-Interference By Tenant Subject to the provisions of Sections 21.1 and 21.8, Tenant agrees
R0t 0 interfere in any way with any paymeat to Landlord of the proceeds of the L-C, cither prior o or following a
“draw" by Landlord of all or any portion of the L-C, regardicss of whether any dispute cxists between Tenant and
Landlord as to Landlord right to draw down all or any portion of the L-C. No condition or term of this Lease shall
be deemed to render the L-C conditional and thercby afford the Bank a justification for failing to honor a drawing.
upon such L-C in a timely maaner.

217 Waiver of Certain Relief. Tenant unconditionally and irrevocably waives (and as an independent
‘covenant hereunder, covenants not to asscrt) any right o claim or obiain any of the following relif in connestion
with the L-C:

21.7.1 A temporary restraining order, temporary injunction, permaneat injunction, o other order
that would preveat, restrain or restrct the presentment of sight drafts drawn under any L-C or the Bank's honoring or
‘payment of sight drafi(s) or

2172 Any atachment, garnishmeat, o levy in any manner upon cither the proceeds of any L-C
o the obligations of the Bank (cither before or after the presentment t0 the Bank of sight drafts drawn under such

L-C) based on any theory whatever.
218 Remedy for Improper Drafts Tenants sole remedy in connection with the improper

presentment or payment of sight drafts drawn under any L-C shall be the right to obiain from Landiord a refund of
the amount of any sight drafi(s) that were improperly presented o the proceeds of which were misapplicd, together
with interest at the Interest Rate and reasonable actual coss incurred by Tenant, including, without limitation,
attomeys' fees, within tea (10) days of Teaant's demand therefor, provided that at the time of such refund, Tenant
increases the amount of such L-C to the amount (if any) then requircd under the applicable provisions of this Lease.
‘Teaant acknowledges that the presentment of sight drafts drawn under any L-C, or the Bank's payment of sight
drafs drawn under such L-C, could not under any circumstances cause Tenant injury that could not be remedied by
an award of money damages, and that the recovery of money damages would be an adequate remedy therefor. In
the evet Tenant shall be eatitled 0 & refund as aforcsaid and Landiord shall fail to make such payment within ten
(10) business days after demand, Tenant shall have the right to deduct the amount thercof together with interest
thereon a the Interest Rate from the next installment(s) of Basc Reat.

219 Notices to Bank. Tenant shall not request or instruct the Bank of any L-C to refrain from paying
sight drafi(s) drawn under such L-C.

2110 Reduction in L-C Amount, Notwithstanding the forcgoing, the L-C Amount required hercunder
shall reduce to the following amounts on the following dates (cach such date, a “Reduction Date”): (i) on the
expiration of the thirty-sixth (36) full calendar month of the Lease Term, the L-C Amount shall reduce to
$3,040,705.00; (il on the expiration of the forty-eighth (48*) full calendar month of the Lease Term, the L-C
Amount shall reduce to $2,260,529.00; (i) on the expiration of the ixticth (60°) ful calendar month of the Lease
‘Term, the L-C Amount shall reduce to $1,520,353.00; and (iv) on the expiration of the sventy-second (72") full
caleadar moath of the Lease Term, the L-C Amount shall reduce to $1,229,271.00; provided, however, that if on or
prior to any Reduction Date, a Default by Tenant shall have occurred and remain uncured, the L-C Amount shall not
reduce on such date and shall not thereafter reduce until the next Reduction Date if such Default has been cured;
provided further that in no event shall the L-C Amouat reduce below $1,229,271.00. If Tenant i entitled to any
such reduction, then Landlord shall cooperate in a commercially reasonable manner with Tenant upon Tenants
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request to replace or amend the thea existing L-C to reflect the reduced L-C Amount. In no cvent shall any such
reduction of the L-C Amount be construed a5 an admission by Landlord that Teaant has pecformed all of its
covenanis and obligations hercunder.

ARTICLE 22
INTENTIONALLY OMITTED
ARTICLE 23
SiGns
231 Full Floors. Subject to Landlord's prior writien approval, not to be unreasonably withheld,
conditioned or delayed, and provided all signs are in kecping with the quality, design and style of the Building and

Project, Teaant, if the Premises comprise an entire floor of the Building, a is sole cost and expense, may insall
identification signage anywhere in the Premises including in the clevator lobby of the Premises.

232 Multi-Tenant Floors. If other tenants occupy space on the floor on which the Premises is
located, Tenant's identifying signage shall be provided by Landlord, at Tenaat' cost, and such signage shall be
comparable 1o that used by Landlord for other similar floors in the Buikding and shall comply with Landlord's
Building standard signage program.

233 Building Directory. Tenant shall be eatitled, at no charge, to one line on the Building directory
1o display Tenan’s name and location n the Building. The location, quait, desiga, style, and sizc of such signage:
shall be cousistent with the Landlord's Building standard signage program.  Any changes to Tenants directory
signage afir the initial placement of the same shallbe at Tenant’s solc costand expense

234 Prohibited Signage and Other ltems. Any signs, notices, logos, pictures, names or
advertisements which are installed and that have not bee scparately approved by Landlord may be removed without
notice by Landlord at the sole expense of Tenant. Tenant may not install any sigas on the cxterior or roof of the
Project or the Common Arcas. Aay signs, window coverings, or blinds (cven if the same are located behind the
Landiord-approved window coverings for the Building), or other items visible from the exterior of the Premises or
Building, shall be subject to the prior approval of Landlord, in its sol discretion.

235 Exterior Building Signage.

235.1 Subject to the terms of this Section 2335, as a part of the Tenant Improvements in
accordance with terms of the Tenant Work Lefter or as Alterations in accordance with Article 8 above, Tenant shall
have the right t0 install signage on the exterior of the Building, identifying the name and/or logo of the Original
Tenant (ic., "Recursion Pharmaceuticals") in the approximate locations shown and as depictcd on Exhibit F
attached hereto (the "Exterior Building Signage). The graphics, materials, color, design, lettering, size, qualty
and specifications of the Exterior Building Signage shall be subject to the prior writtcn approval of Landlord, which
approval shall not be unreasonably withheld, conditioned or delayed. The Exterior Building Signage shall also
comply with and be subject to all applicable Laws, including, but not limited o, all requirements of the City of Salt
Lake City ("City") (or other applicable govemmental authorities), all applicable Declarations (as defined below),
and Landlord's signage criteria; provided, however, that in no event shall the approval by the City (or other
applicable governmental authoritis) of the Exterior Building Signage be decmed & condition precedent to the
effectiveness of this Lease, and if such approval is not obtained, Landlord's and Tenant’ other obligations under this
Lease shall not be affected thereby. Landlord shall, a no out-of-pocket cost to Landlord, reasonably cooperate with
Tenant in obtaining applicable permits from the City in connection with the installation of the Exterior Building
Signage. Following the initial construction and installation of the Exterior Building Signage, Tenant shall be
eatitled to modify the name andlor logo for such signage, at Tenant’ sole cost and expense, to the new name and/or
Iogo adopted by Original Tenant, provided that the new name and/or logo shall ot be an Objectionable Name or
Logo (defincd below). "Objectionable Name or Logo" shall mean any name or logo which relates to an entity
‘which is of a character or reputation, or is associated with a political orientation o faction, which is inconsistent
with the quality of the Building as a first-class office building. Tenant shall a s sole cost and expense, maintain
the Exterior Building Sigaage in good condition and repair. The signage rights granted to Tenant under this Section
23.5 are personal to the Original Tenant and may only be exercised by the Original Tenant (and not any assignee, or
any sublessee or other Transferee of the Original Tenant's interest in this Leasc). Notwithstanding anything to the
contrary contained in this Section 23.5, in 00 event shall Tenant have any right o the Exterior Building Signage if
the Original Tenant is not leasing and occupying at least 49,586 reatable square fect in the Buikding (the
“Occupancy Threshold").

2352 Upon the expiration or earlier termination of this Lease o Teaant's right to possession of
the Premises, or the earlier tenmination of Tenants right to the Exterior Building Signage by reason of Tenan's
failure to meet the requirements applicable thereto pursuant to this Section 23.5, or by Landlord's writen notice to
‘Teaant by reason of Tenant’ failue to meet the Occupancy Threshold, Tenant shall remove: the Exterior Building
Signage, at Tenant’s sole cost and expense and repair and restore to good condition the arcas of the Building on
which the Exterior Building Signage was located or that was otherwise affected by such signage o the removal
thereof, or at Landlord's election with prior written notice thercof to Tenant, Landlord may perform any such
removal and/or repair and restoration and Tenant shall pay Landlord the reasonable cost thereof within thirty (30)
days afier Landlord's demand from time to time.
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ARTICLE 24
(COMPLIANCE WITH LAW.

‘Tenant shall not do anything or suffer anything to be done in or about the Premises or the Project which
wil in any way conflict with any applicable Laws. At is sol cost and expense, Tenant shall promptly comply with
all such Laws, including, without limitation, the making of any alterations and improvements to the Premiscs
Notwithstanding the foregoing to the contrary, Landlord sbal be responsibl, as part of Operating Expeascs to the
extent permitted under Article 4 above, for making all alterations to the following portions of the Buikding and
Project required by applicable Laws: (i) structural portions of the Premiscs and Building, but not including Tenant
Improvements or any Alcrations installed by or at the request of Tenant; and (i) those portions of the Builing and
Project located outside the Premises; provided, however, Tenant shall reimburse Landlord (or Landlord's property
‘manager), within thirty (30) days afie invoice, for the reasonable, out-of-pocket costs of any such improvemeats
and alteraions and other compliance costs to the exteat necessitated by or resulting from (A) any Alterations or
‘Tenant Improvemets installed by or on behalf of Tenant, (B) the negligence or willful misconduct of Tenant or any
‘Tenant Pertis that is not covered by insurance obtained by Landlord and s to which the waiver of subrogation
applics, and/or (C) Tenant' specific manner of use of the Premises (as distinguished from general office use).

ARTICLE 25
LATE CHARGES

I any installment of Rent or any other sum due from Tenant shall not be received by Landlord or
Landlord's designee within ten (10) days afir said amount is doe, then Tenant shall pay to Landlord  late charge
equal to five percent (%) of the overduc amount plus any atiomeys' fecs incurred by Landlord by reason of
Tenants failure to pay Rent and/or other charges when due hereunder. The late charge shall be deemed Additional
Rent and the right to require it shall be in addition to all of Landlord's other rights and remedics hercunder or at law
and shall not be construed as liquidated damages o as limiting Landlord's remedies in any manner. In addition to
the late charge described above, any Reat o other amounts owing hercunder which are not paid within thirty days
after thatthe date they are due shall bear interest from the date when due unil paid at a rate per annum equal to the
lesser of (i) the annual "Bank Prime Loan" ratc cited in the Federal Reserve Statistical Release Publication
‘G.13(415), published on the first Tuesday of cach calendar month (or such other comparable index as Landlord and
‘Tenant shall reasonably agree upon if such rate ceases to be published) plus four (4) percentage points, and (i) the
highest rate permitted by applicable law (the *Interest Rate"),

ARTICLE 26

RIGHT TO CURE DEFAULT; PAYMENTS BY TENANT

261 Landlord's Cure. All covenants and agreemens 1o be kept or performed by Tenant under this
Lease shall be performed by Tenant at Tenant's sole cost and expense and without any reduction of Reat, cxcept to
the extent if any, otherwise expressly provided herein. If Tenant shall fai to perform any obligation under this
Lease, and, except in case of an cmergency, such failure shall continue in excess of the fime allowed under
Section 19.1.2, above, unless a specific time period is otherwise stated in this Lease, Landlord may, but shall not be
obligated to, make any such paymeat or perform any such act on Tenant' part without waiving its rights based upon
any default of Tenant and without releasing Tenant from any obligations hercunder.

262 Temant's Cure. In the event of any default under this Lease by Landlord as described in
Section 19.6 above (for failure to maintain or repair the Buikding) and such failure materially adversely affects use
of or operation of business from the Premises, Tenant shall have the right upon ten (10) days'prior writien notice to
Landlord (with a reasonably detailed description of the cure to be undertaken by Tenant by reason of any such
default) to cure the default at Landlord's expense. If, however, Landlord delivers to Tenant, within five (5) days
after receipt of Tenants notice described in the preceding notics, a writien objection to the necessity or scope of
‘Tenants intended sctions, setting forth with reasonable particularity Landlord's reasons for its claim that such
actions do mot need o b taken by Landiord pursuant o this Lease, then Teaant shall not then be entited to proceed
bereunder wntl such matter is resolved by agreement, mediation, or a court of competent jurisdiction.
Notwithstanding the forcgoing, any repairs and/or maintenance performed by Tenant pursuan to this Section 26.2
shall be subject to the following: (i) Tenant shall not unreasonably disturb any other tenant of the Project, (i) affect
the safety or structural integrity of the Building, (i) make any alterations, modifications, or improvements or cause
any damage o any part of the Project outside the Premises, or (iv) if Tenant is not the sole tenant of the Building,
affect any portion of the Basc Building. If Tenant takes any such action, Tenant may use any contractors,
subcontractors, materials, mechanics and materialmen Teaant previously used to complete the Tenant Improvements
(50 long as the same docs not void any warranty with respect o the roof of the Building) or such other contractors,
subconractors, materials, mechanics and matcrialmen sclected by Tenant from 2 list previously provided and
approved by Landlord. If such contractors arc unwillng or unable to perform, or timely perform such work, Tenant
may utllize the services of any other qualified contractor which nommally and regularly performs similar work in
‘comparable buildings in Salt Lake City, Utah. In such eveat, to the cxtcat that Tenant pays any sum or incurs any
expense in curing the default, Tenant shall provide Landlord with a written statement along with copies of all
documentation supporting such costs and the actions taken by Tenant. Within thirty (30) days after receipt of the
statement from Tenant, Landlord shall reimburse Tenant for the amount of such payment or expense. If Landlord
fails to pay such amount due to Tenant by the due date, interest at the Interest Rate shall accrue on the past due
amount from the duc datc untilthe date the amount is paid. Nothing herein contained sball elieve Landlord from its
obligations hercunder, nor shall this subsection be construed to obligate Tenant to perform Landlord's repair
obligations.
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263 Tenant's Reimbursement. Except as may be specifically provided to the contrary in this Lease,
‘Tenant shall pay to Landlord (or Landlord's property manager), upon delivery by Landlord to Tenant of statements
therefor: (i) sums equal to expenditures reasonably made and obligations incurred by Landlord in connection with
the remedying by Landlord of Tenant's defaults pursuant to the provisions of Section 26.1; (i) sums equal to all
osses, cost, liabilitis, damages and expenses referred 10 in Article 10 of this Lease; and (i) sums equal to all
expenditures made and obligations incurred by Landlord in collecting or attempting to collect the Rent or in
enforcing or attempting to enforce any rights of Landlord under this Lease or pursuant to law, including, without
limitation, all legal fees and other amounts so expended. Tenant's obligations under ths Scction 26.2 shall survive
the expiration or sooner termination of the Lease Term.

ARTICLE 27
ENTRY BY LANDLORD

Landlord (or Landlord's property manager) reserves the right at all commercially reasonable times and
upon providiag one (1) business days' advance notice fo Tenant (cxcept in the case of an emergency) to eater the
Premises to () inspect them; (i) show the Premises to prospective purchasers, morigagees o tenants, of {0 current
or prospective mortgagees, ground or underlying lessors or insurers; (i) post notices of noarespoasibility; or
(i) alter, improve of repair the Premises or the Building, or for structural alterations, repairs or improvements fo the
Building or the Building’s systems and cquipment. Notwithstanding anything to the contrary contained in this
Article 27, Landlord (or Landlord's property manager) may enter the Premiscs at any time to (A) perform services
required of Landlord, including janitorial service; (B) take possession due to any breach of this Lease in the manner
‘provided hercin; and (C) perform any covenants of Tenant which Tenant fails to perform. Landlord shall atall times
‘when entering the Premises comply with Tenant's reasonable safety rules and regulations and laboratory protocols of
which Landlord has knowledge of, and, at Tenant's option, shall be accompanied or escorted by Tenants
represeatative at all times when catering the Premiscs, so long as such representative is made available when
Landiord or its ageats need to cater the Premises. Subject to the provisions of this Section, Landlord (or Landlord's
property manager) may make any such eatries without the abatement of Rent and may take such reasonable stcps as
required to accomplish the stated purposes. Tenant hercby waives any claims for damages or for any injurics or
inconvenieace o o interference with Tenan’ business, lost profits, any loss of occupancy or quict cajoyment of the
Premises, and any other loss occasioned thercby. For each of the above purposcs, Landlord shall at all times have a
key with which to unlock all the doors in the Premises, excluding Teaant's laboratorics, vaults, safes and special
security areas designated in advance by Tenant. In an emergency, Landlord shall have the right to use any means
that Landlord may deem proper to open the doors in and to the Premises. Any entry into the Premises by Landlord
inthe manner hercinbefore described shall not be deemed to be a forcible or unlawful entry into,or a detainer o, the
Premiscs, or an actual or constructive eviction of Tenant from any portion of the Premises. No provision of this
Lease shall be construed as obligating Landlord to perform any repeirs, alterations or decorations except as
otherwise expressly agreed to be performed by Landlord berein.

ARTICLE 28
TENANT PARKING
281 Tenant Parking Passes Tenant shall rent from Landlord, commencing on the Lease

‘Commencement Date, up to the number of parking passes set forth in Section 8 of the Summary, on a monthly basis
throughout the Lease Term, which parking passes shall pertain to the those certain portions of the Project parking
facility designated by Landlord and shall entitle Tenant and/or its personnel to park one (1) vehicle in one (1)
parking space per pass rented. Any such passes for reserved parking spaces shall be at locations in the Project which
are described in Exhibit I atached hereto (the "Reserved Parking Area”). Any such passcs for unrescrved parking
spaces shall be on a first-come, first-serve basis. Tenant's continucd right to usc the parking passes is conditioned
upon Tenant abiding by all reasonable rules and regulations which are prescribed from time to time for the orderly
operation and use of the parking facility where the parking passes are located, including aay sticker or other
identification system established by Landlord (5o long as Tenant is provided with at least thirty (30) days' advance
written notice of any such rules and regulations so prescribed and such rules and regulations do not materially
interfere with Tenants use of or access to the Premiscs or its rights under this Leasc), Tenant’s reasonable
cooperation i secing that Teoant's employees and visitors also comply with such rules and regulations. In addition,
‘Tenant shall comply with all applicable Laws. Accordingly, Tenant bereby agrees that Tenant shall not charge its
cmployees for the parking passes uilized by such employees at the Project (notwithstanding any charge which may
be imposed upon Tenant for such parking passes pursuant to the terms of this Lease). Landlord shall not reduce or
relocate the Reserved Parking Area without Tenant’ advance written conseat, which may be granted or withheld in
Tenant's sole discretion.

At any time during the Term, Tenant may request additional parking passcs for additional reserved
‘parkiog spaces above the maximum number sct forth in Section 8 of the Summary, which Landlord shall provide
‘within thirty (30) days of reccipt of Tenant's request, subject to availability of such additional parking. Tenant shall
pay Landlord on a monthly basis the prevailing rate charged from time to time for each month of the Lease Term for
each such additional parking pass provided to Tenant pursuant to te provisions hereof.

Prior to the expiration of the twenty-fourth (24%) full calendar month of the Lease Term, Teaant
shall provide Landlord with at leas thirty (30) days prior writien notice if Tenant needs additional parking passcs
(up to the maximum number set foth in Section 8 of the Summary). Notwithstanding anything contained hercin to
the contrary, commencing on the first day of the tweaty-fifth (25%) full calendar month of the Lease Term and
continuing thereafier during the Lease Term, Tenant shall be required to take all ftwo hundred cighty-cight (288)
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parking passes. Once Tenant has elected to take (or been required to take) any parking passes pursuant to this
‘Article 28, Tenant shall not be permitied to release such parking passes back to Landlord during the Lease Term.

282 Other Terms. Landiord specifically reserves the right to change the size, configuration, design,
layout and ll other aspects of the Project parking facility at any time and Tenant acknowledges and agrees that
Landlord may, without incurring aay liabiliy to Tenant and without any abatement of Rent under this Lease, from
time to time, temporarily close-off or restrict access to the Project parking faciliy (for a period of time not to exceed
sixty (60) days) for purposes of permiting or faciltating any such consiruction, alteration or improvements;
provided that if any such alterations or additions will have a matcrial adverse effect on Tenant' use of or access to
the Premiscs, Landlord shall provide Teaant with at east seven (7) days prior written notice of the same (except in
the event of an emergency, in which case prior writien notice is not requited, but Landlord shall use commercially
reasonable effors to notify Tenant as promptly as possible under the circumstances) and in no event shall any such
changes reduce or relocate the Rescrved Parking Area or otherwise reduce the number of unreserved parking spaces
available to Tenant within the parking garage located below the Building. Tenant agrees that Landlord shall not be
liable for damages, by abatement of Reat or otherwise, for failure to provide any parking, including any failure to
provide rescrved parking spaces, when such failure is occasioned, in whole or in part, by construction, altration,
improvements, repairs or replacements (subject o the provisions of this Section 28.2), by any strike, lockout or other
abor rouble, by inabiliy to resolve any dispute with any other party to the Declarations afier reasonable effort to do
50, by any riot or other dangerous condition, emergency, accident or casualty whatsoever, by act or default of Tenant
or other partcs, or by any other cause (except 10 the extent duc to Landlord's gross negligence or willful
‘misconduct); 2nd, subject t0 the provisions of this Section, such failures shall never be decmed to constitte an
eviction or disturbance of Teaants usc and possession of the Premises or relicve Tenant from paying Rent or
performing any of its obligations under this Lease. Furhermore, Landlord shall not be liable under any
circumstances for a loss of,or injury to, property or for injury 10, o interfereace with, Tenanf’ business, including.
without limitation, loss of profits, however occurring, through or in connection with or incidental 10 & failure to
furnish any parking as sct forth in this Aricle 28 (except to the exteat due to Landlord's gross negligence or willful
‘misconduct). The parking passes rented by Tenant pursuant to this Artcle 28 are provided to Tenant solely for use
by Tenants own personnel, visitors and guests and such passes may not be transferred, assigned, subleased or
otherwise alienated by Tenant without Landlord's prior approval. Tenant may validate visitor parking by such
method or methods as may be cstablished from time to time, at the validation rate from fime (o time gencrally
applicable to visitor parking.

283 Parking Procedures. Except with respect to those parking passes which apply to the Reserved
Parking Arca, the parking passes initially will not be scparately identificd but will apply to the parking garage
located bencath the Building; however Landlord rescrves the right in is sole and absolute discretion to separately
identify by signs or other markings the arca to which Tenaot’ parking passes relate within such parking garage.
Landlord shall bave no obligation to monitor the use of such parking facility, nor shall Landlord be responsible for
‘any loss o damage to any vehicle or other property or for any injury to any person. Tenant's parking passes shall be
used only for parking of automobiles no larger than full size passenger automobiles, sport utlity vehicles, vans or
‘pick-up trucks in connection with Tenan’ business operations at the Premiscs at any time during the hours that
‘Tenant and/or its personnel, visitors or guests arc conducting business operations from the Premiscs, which may
include ovemight parking and parking on cvenings and weekends consistent with Tenants business operations,
subject o Tenants and/or its personnel's compliance with Landlord'srules related to such overnight parking. Tenant
shall comply with all reasonable rules and regulations which may be prescribed from time to time with respect to
‘parking and/or the parking facilities servicing the Project so long as Tenant reccives written notice of such rules and
rogulations and such rules and regulations are not inconsistent with Tenant’ rights under this Lease. Tenant shall
not at any time use more parking spaces in the Project parking facilty than the number of parking passes s
allocated to Tenant or park its vehicles or the vehicles of others in any portion of the Project parking facility not
designated by Landlord as a non-cxclusive parking area. If any unauthorized vehicle uses any parking pesses
allocated to the Rescrved Parking Area, Landlord shall, upon notice from Tenant, use commercially reasonable
efforts to_cause the removal of the same in accordance with Landlord's rules and regulations with respect to parking.
If any person or eatty has the exclusive right 0 use any particular parking space(s) and such parking spaces are 5o
designated by signage or other markings indicating the same, Tenant shall not use such spaces. All trucks (other
than pick-up trucks) and delivery vehicles skall be (i) parked a the designated arcas of the surface parking lot
(wehich designated areas are subject to change by Landlord at any time), (i) loaded and unloaded in 2 manner which
docs not interfere with the businesses of other occupants of the Project, and (if) permitted to remain on the Project
only 5o long as is reasonably necessary to completc loading and unloading. In the cvent Landlord elects i its sole
and absolute discretion or is required by any Law or by the Declarations o limit or control parking, whether by
validation of parking tickets or any ofher mothod of assessment, Tenant agrees to partcipate in such validation or
assessment program under such reasonable rules and regulations 2s arc from time to fime established by Landlord so
tong as Tenant is provided with at least thirty (30) days’ advance written notice of any such changes and such
‘changes do not materally interfere with Tenants use of or access to the Premises or its rights under this Lease.

284 Parking Fees. Of the parking passes provided to Tenant pursuant to Section 8 of the Summary,
the parking fees for one bundred forty-four (144) of such parking passes shall be abated during the iniial Lease
‘Term, but excluding any renewal term. With respect t0 the remaining one hundred forty-four (144) parking passes
provided to Tenant pursuant to Section 8 of the Summary, the parking charges for such passes shall b as follows:
(@ during the period commencing on the Lease Commencement Date and ending on the cxpiration of the twenty-
fourth (24%) full calendar month of the Lease Term, Tenant shall pay to Landlord on 2 monthly basis the prevailing
rate charged from time 10 time at the location of such parking passes; (i) during the period commencing on the first
day of the twenty-fifth (25®) full calendar month of the Lease Term and ending on the expiration of the cighty-
fourth (84*) full calendar month of the Lease Term, the parking fecs for parking passes shall be abated; and
(iif) commencing on the first day of the eighty-fith (85%) full calendar month of the Lease Term and continuing.
thereafer (including during any Option Term), Tenant shall pay to Landlord on a monthly basis the prevaling rate
charged from time to time at the location of such parking passes; provided that (A) during the first two (2) years of
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the Lease Term, in no event may parking rates increase by more than five percent (5%) over the parking rates
charged during the preceding year, and (B) afir the fist two (2) years of the Lease Term, the prevaling parking
ates charged to Tenant shall not be higher than the prevailing parkiog rates charged by Landlord to other tenants of
the Project. As of the date hereof,the prevailing parking ate a the Project is $85.00 per parking pass per month. In
addition, Tenant shall be responsible for the full amount of any taxes imposed by any governmental authority in
‘connection with the reating of such parking passes by Tenant or the use of the parking facility by Tenant. The
‘amount of parking fees that is abated pursuant to this paragraph is referred to as the "Reduced Parking Amount”.

Notwithstanding anything to the contrary contained above in Section 28.4, Landlord reserves the right, in
its solle and absolute discretion, to elect to pay Tenant the entire Reduced Parking Amount or any such remaining
Reduced Parking Amount, as applicable, in cash prior to the scheduled application of the same. If Landlord elects to
pay Tenant the Reduced Parking Amount, or any portion thercof, then with respect o those portions of the Reduced
Parking Amount that Landlord has so paid, from and after the date thereof, Tenant shall pay to Landlord on a
‘monthly basis the prevailing rate charged from fime to time at the location of such parking passcs.

(CLE 29
MISCELLANEQUS PROVISIONS

291 Terms; Captions. The words "Landlord" and "Tenant” as used hercin shall include the phiral as
well as the singuiar. The necessary grammatical changes required to make the provisions hercof apply cither to
corporations or partnerships or individuals, men or women, as the case may require, shall in all cases be assumed as
though in cach case fully expressed. The captions of Artcles and Sections are for convenieace only and shall not be
decmed to limit, construc, affect o aler the meaniag of such Articles and Sections.

292 Binding Effect. Subject to all other provisions of this Lease, each of the covenants, conditions
‘and provisions of this Lease shall extend to and sball, s the case may requite, bind or inure to the benefit ot only of
Landlord and of Tenant, but also of thei respective heirs, personal representatives, successors or assigas, provided
this clause shall not permit any assignment by Tenant contrary to the provisioas of Article 14 of this Lease.

293 No Air Rights. No rights to any view or o light or air over any property, whether belonging to
Landlord or any other person, are granted to Tenant by this Lease. If at any time any windows of the Premises are
temporarily darkened or the light o view thercfrom is obstructed by reason of any repairs, improvements,
‘maintenance or cleaning in or about theProject, the same shall be without liabilty to Landlord and without any
reduction or diminution of Tenants obligations under this Lease.

294 Modification of Lease. Should any curent or prospective morigagee or ground lessor for the
Building or Project require a modification of this Lease, which modification will not cause an increased cost or
expense to Tenant or in any other way materially and adversely change the rights and obligations of Tenant
hereunder, then and in such eveat, Tenant agrees that this Lease may be so modificd and agrees to execute such
‘commercially reasonable documents are reasonably required therefor, subject to Tenant's review and approval of the
same, and o deliver the same to Landlord within thirty (30) days following a request thercfor. At the request of
Landlord or any mortgagee or ground lessor, Tenant agrees (o execute a short form of Lease and deliver the same o
Landlord within thirty (30) days following the request thercfor.

295 Transfer of Landlord's Interest. Tenant acknowledges that Landlord has the right o transfer all
‘or any portion of ts interest in the Project or Building and in this Lease, and Tenant agrees that in the cveat of any
such transfer, Landlord shall be relcascd from al liability under this Lease as long as such transferce assumes in
writing the obligations of Landlord hereunder and Tenant agrees to look solely to such transferce for the
performance of Landlord's obligations hercunder afier the date of transfer and such transfere shall be deemed to
have fully assumed and be liable for all obligations of this Lease 10 be performed by Landlord from and after such
date, including the retur of any Security Deposit, and Tenant shall attom 1o such transferce. Tenant further
acknowledges that Landlord may assign its interest i this Lease to a mortgage leader as additional security and
agrees that such an assigament shall not release Landlord from its obligations hercunder and that Tenant shall
continue to look to Landlord for the performance of it obligations hercunder.

296 Prohibition Against Recording. Except as provided in Scction 294 of this Lease, neither this
Lease, nor any memorandum, affidavit or other writing with respect thereto, shall be recorded by Tenant or by
anyone acting through, under or on bebalf of Tenant.

297 Landlords Title. Landlord's tie is and always shall be paramount to the title of Tenant.
Nothing herein contained shall empower Tenant to do any act which can, shall or may encumber the title of
Landlord.

298  Relationship of Parties. Nothing contained in this Lease shall be deemed or construed by the
‘partics hercto or by any third party to create the relationship of principal and sgeat, partnership, joint veaturer or any
association between Landlord and Tenaat.

299 Application of Payments. Landlord shall have the right to apply payments reccived from Tenant
‘pursuant o this Lease, regardless of Tenaut's designation of such paymeats, to satisfy any obligations of Tenant
hereunder, in such order and amounts as Landlord, in ts sole discretion, may clect.

29.10 Time of Essence. Time i of the essence with respect to the performance of every provision of
this Lease in which time of performance is a factor.
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2911 Partial Invalidity. If any term, provision or condition contained in this Lease shall, o any cxtent,
be invalid or unenforceable, the remainder of this Lease, or the application of such term, provision or condition to
persons o circumsiances other than those with respect to which i i invalid or unenforceable, shall not be affected
thercby, and cach and every other term, provision and condition of this Lease shall be valid and enforcesble to the
fllest extent possible permitted by law.

2912 No Warranty. In exccuting and delivering this Leasc, Tenant has not relied on any
represcatations, including, but not limited to, any representation as to the amount of any item comprising Additional
Rent or the amount of the Additional Rent in the aggregate or that Landlord is fumishing the same services to other
teaaats, at all, on the same level or on the same basis, or any warranty or any statement of Landlord which is not set
forth herein or in one or more of the exhibits atached hercto.

29.3  Limitations on Lisbility. The liability of Landlord or the Landlord Parties to Tenant for any
defauit by Landlord under this Lease or arising in connection herewith or with Landlord's operation, management,
leasing, repair, renovation, alteration or any other matter rclating to the Project or the Premises shall be limited
solely and exclusively to the interest of Landlord in the Building, provided that in no event shall such lability
extend to any sales or insurance proceeds received by Landlord or the Landlord Parties in connection with the
Project, Building or Premises. In the case of Landlord and Tenant, no personal liabilty shall at any time be asserted
or enforceable against the Landlord Partics or the Tenant Partes, respectively, on account of any of Landlord's or
‘Tenant's respective obligations or actions under this Lease, unless otherwisc agreed to in writing by such party. The
limitations of liabilty contained in this Section 29.13 shall inure to the beaeft of Landlord's and the Landlord
Parties’ present and future partncrs, beneficiaries, officers, directors, trustees, sharcholders, members, ageats and
‘employees, and thei respective partners, hirs, successors and assigns and Tenant's and the Tenant Partes’ present
and future parters, bencficiaries, officers, director, trustees, sharcholders, members, ageats and cmployees, and
their respective parmers, heirs, successors and assigns. Under no circumstances shall any present or future parmer
of cither party (if such party is a partership), member of cither party (if such party is a limited liability company),
or trusice or beacficiary (i such partver or any partner of such party is a trust), have any liability for the
performance of such party’s obligations under this Lease. Notwithstanding any contrary provision herein, neither
Landlord nor the Landlord Parties shall be lisble under any circumstances for injury or damage to, or interference
with, Tenan’ business, including but not limited o, los of profit, loss of rens or other revenues, los of business
opportunty, loss of goodwill or loss of se, i each case, however occurring.

29.14  Entire Agreement. It understood and acknowledged that there are no oral agreements between
the partes hercto affecting this Lease and this Lease consttutes the partis’ entie agreement with respect to the
leasing of the Premises and supersedes and cancels any and all previous negoiations, amangements, brochurcs,
agreements and understandings, if any, between the parties hereto o displayed by Landlord to Tenant with respect
0 the subject mattr thercof, and none thereof shall be used to interpret or construe this Lease. None of the terms,
‘covenants, conditions or provisions of this Lease can be modificd, deleted or added to cxcept in writing signed by
the partes hereto.

2915 Right to Lease. Landlord reserves the absolute right o cffcct such other tenancies in the Project
25 Landlord in the cxercisc of its sole business judgment shall determine to best promate the interests of the Building
o Project. Tenant docs not rely o the fact, nor does Landlord represent, that any specific tenant or type or number
of tenants shall, during the Lease Term, occupy any space in the Building or Project.

2916 Force Majenre. Any preveation, delay or stoppage due to strikes, lockouts, labor disputes, acts
of God, acts of war, acts of terrorism, inabilty 10 obtain services, labor, or materials or reasonable substitutes
therefor, governmental sctions, civil commotions, fire or other casualty, and other causes beyond the reasonable
control of the party obligated to perform, except with respect to the obligations imposed with regard to Reat and
other charges to be paid by Tenant pursuant to this Lease and except as to Tenant’ obligations under Articles 5 and
24 of this Lease (collectively, a "Force Majeure™), notwithstanding anything to the contrary contained in this Lease,
shall excuse the performance of such party for a period equal to any such prevention, delay or stoppage and,
therefore, if this Lease specifics a time period for performance of an obligation of cither party, that time period shall
be extended by the period of any delay in such party's performance caused by a Force Majeure.

29.17  Waiver of Redemption by Tenant. Tenant hereby waives, for Tenant and for all those claiming
under Tenant, any and all rights now or hereafier existing to redecm by order or judgment of any court o by any
legal process or wri, Tenant’ right of occupancy of the Premises aftr any termination of this Lease.

29.18  Notices. Al notices, demands, statemens, designations, approvals or other communications
(collectively, "Nofices") given or required to be given by either party to the other hercunder or by law shall be in
‘writing, shall be () scat by United States certfied or registerod mail, postage prepaid, retum receipt requested
("Mail"), (B) transmitted by confirmed electronic mail (cxcept for (i) any notice of default, (i) any notice required.
under Section 2.3, (ii) any notice required under Scction 2.4, (iv) any notice required under Section 4.6, (v) any
notice required under Section 6.3, (vi) any notice required under Aricle 11, (vi) any nofice required under
Article 14, (vii) any notice required under Article 19, or (ix) any notice required wnder Section 26.2), (C) delivered
by a nationally recognized overnight couricr, or (D) delivered personally.  Any Notice shall be sent, transmitted, or
delivered, as the case may be, to Tenant at the appropriate address sct forth in Section 9 of the Summary, or to such
other place as Tenant may from time to time designate in a Notice to Landlord, or to Landlord at the addresses set
forth in Section 10 of the Summary, or to such other places as Landlord may from time to time designate in a Notice
o Tenant. Any Notice will be deemed given () three (3) days aftr the date it is posted if snt by Mail, (i) the date
the clectronic mail is transmitted, (i) the date the ovemnight courier delivery is made, or (iv) the date personal
delivery is made or attempted to be made. If Tenant is notified of the idenity and address of Landlord's mortgagee
or ground or underlying lessor, Tenant shall give to such mortgagee or ground or underlying lessor writen notice of
any default by Landlord under the terms of this Lease by registered or certified mail, and such mortgagee or ground
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or underlying lessor shall be given a reasonable opportunty to cure such default (not o exceed thirty (30) days.
beyond any applicable cure period) prior to Tenant’ cxcrcisig any remedy availabe to Tenant.

29.19  Joint and Several. If there is more than one Tenant,the obligations imposed upon Tenant under
this Lease shall be joint and several.

2920 Authority; Tenant Representation. If Tenant is a corporation, trust, partnership or limited
liability company, each individual executing this Lease on behalf of Tenant hercby represeats and warrants that
Tenantis a duly formed and existing entity quaified to do business in the State of Utah and that Tenant has full ight
and authority to execute and deliver this Lease and that each person signing on behalf of Teaant is authorized to do
so..In such event, Tenant shall, within ten (10) days afier exccution of this Lease, deliver to Landlord satisfactory
evidence of such authority and, upon demand by Landlord, also deliver to Landlord satsfactory evideace of () good
standing in Tenant’ state of formation and (i) qualificatin to do business in the State of Utah. Tenant hercby
represeats to Landlord that neither Tenant nor any members, partners, subpartners, parent organization, afilite or
subsidiary, o their respective officers, difectors, contractors, ageats, servants, employess, invitees or liccasces
(collectively, “Teaant Individuals"), to Teaant's currcat actual knowledge, appears on any of the following ists
(collectively, “Government Lists") maintained by the Unitcd States government:

29201 The two (2) lists maintained by the United States Department of Commerce (Denied
Persons and Enitis; the Denied Persons list can be found at hitp://wwrw. bis doc. gov/dpl/thedeniallistasp; the Enity
List can be found at ittp://worw:bis.doc. gov/entities defauit him);

29202 The list maintained by the United States Department of Treasury (Specially Designated
Nationals and Blocked Persons, which can be found at http://www ustreas gov/ofac’t] 1sdn pdf);

29203 The two (2) lists maintained by the United States Department of State (Terrorist
Organizations and Debarred Partics; the Statc Department List of Temorists can be found at
hitp://www state govis/ctrlg/other/des/| 23085 html; the  List of Debamed Parties can be found at
hitp://www. pmddtc state.gov/compliance debar htm); and

29204 Any other list of terrorist, terrorist, organizations or narcotics traffickers maintained
‘pursuant to any of the rules and regulations of the Office of Forcign Assets Control, United States Department of
Treasury, or by any other government or agency thercof.

29.20.5 Should any Tenant Individuals appear on any Govemment Lists at any time during the
Lease Term, Landlord shall be entitled to terminate this Lease by written notice to Tenant effective as of the date
specified in such notice.

2921 Attorneys' Fees. In the event that cither Landlord or Tenant should bring suit for the possession
of the Premises, for the recovery of any sum due under this Lease, or because of the breach of any provision of this
Lease or for any other relief against the other, thea all costs and expenses, including reasonable attorneys', cxperts'
‘and arbitrators' fees and cost, incurred by the substantially prevailing party thercin shall be paid by the other party,
which obligation on the part of the other party shall be deemed to have accrucd on the date of the commencement of
such action and shall be enforceable whether or mot the action is prosecated to judgment.

2922 Governing Law; WAIVER OF TRIAL BY JURY. This Lease shall be construed and eaforced
in accordance with the laws of the State of Utah. IN ANY ACTION OR PROCEEDING ARISING HEREFROM,
LANDLORD AND TENANT HEREBY CONSENT TO (I) THE JURISDICTION OF ANY COMPETENT
COURT WITHIN SALT LAKE COUNTY, UTAH, (I)SERVICE OF PROCESS BY ANY MEANS
AUTHORIZED BY UTAH LAW, AND (II]) IN THE INTEREST OF SAVING TIME AND EXPENSE, TRIAL
WITHOUT A JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM BROUGHT BY EITHER OF
‘THE PARTIES HERETO AGAINST THE OTHER OR THEIR SUCCESSORS IN RESPECT OF ANY MATTER
ARISING OUT OF OR IN CONNECTION WITH THIS LEASE, THE RELATIONSHIP OF LANDLORD AND
TENANT, TENANTS USE OR OCCUPANCY OF THE PREMISES, AND/OR ANY CLAIM FOR INJURY OR
DAMAGE, OR ANY EMERGENCY OR STATUTORY REMEDY. IN THE EVENT LANDLORD
CCOMMENCES ANY SUMMARY PROCEEDINGS OR ACTION FOR NONPAYMENT OF BASE RENT OR
ADDITIONAL RENT, TENANT SHALL NOT INTERPOSE ANY COUNTERCLAIM OF ANY NATURE OR
DESCRIPTION (UNLESS SUCH COUNTERCLAIM SHALL BE MANDATORY) IN ANY SUCH
PROCEEDING OR ACTION, BUT SHALL BE RELEGATED TO AN INDEPENDENT ACTION AT LAW.

2923 Submission of Lease. Submission of this instrumeat for examination or signature by Tenant does
not constitute a reservation of, option for or option 10 lease, and it is not effective as a lease or otherwise until
exccution and delivery by both Landlord and Tenant.

2924 Brokers. Landlord and Tenant each hereby represens and warrants t the other that it has bad no
dealings with any real estate broker or agent in connection with the negotiation of this Lease, cxcepting only the real
estate brokers or agents specified in Section 11 of the Summary (the “Brokers”), and that it knows of no other real
estate broker or ageat who is entiled to a comumission in comncction with ths Lease. Each party agrees to indembify
and defend the other party against and bold the other party harmless from any and all claims, demands, losscs,
iabiliies, lawsuits, judgmeats, costs and expenses (including without limitation reasonable attomeys' fees) with
respect to any leasing commission or equivalent compensation alleged to be owing in connection with this Lease on
‘account of any dealings with any real estate broker or ageat, other than the Brokers, occurring by, through, or under
the indemnifying party.
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2925 Independent Covenants. This Lease shall be construcd as though the covenants herein between
Landlord and Tenant are indepeadent and not dependent and Tenant hercby expressly waives the benefit of any
statute o the contrary and agrees that if Landlord fals o perform s obligations set forth herein, Tenant shall ot be
entited to make any repairs or perform any acts hereunder at Landlord's expease or o any setoff of the Reat or other
amounts owing bercunder against Landlord.

2926 Project or Building Name and Signage. Landlord shall have the right at any time to change the
‘mame of the Project and 1o install, afix and maintain any and all sigas on the exterior and on the interior of the
Project as Landlord may, in Landlord's sole discretion, desirc. Tenant shall not use the name of the Project or use
‘pictures o illustrations of the Project in advertising or other publicity or for any purpose other than as the address of
the business to be conducted by Tenant in the Preaiscs, without the prior written conseat of Landlord, which shall
ot be unreasonably withheld, conditioned, o dclayed.

2927 Counterparts. This Lease may be exccuted in counterparts with the same cffect as if both parties
hereto had executed the same document. Both counterparts shall be construcd together and shall constitute 3 single
lease.

2928 Confidentiality. Tenant and Landlord acknowledges that the content of this Lease and any
related documents, and any documents delivered to the other party in conncction with this Lease 5o ideatified by
such party as confidential, arc confideatial information. Each party shall keep such confidential information strictly
confidential and shall not disclose such confidential information of the other party to any person or entity other than
such party's financial, legal, and space planning consultants without the prior written consent of the other party.

2929 Transportation Management. Tenant shall fully comply with all present or future government-
‘mandated programs intended to manage parking, transportation o traffic in and around the Building, and in
‘connection therewith, Tenant shall take responsible action for the transportation planning and management of all
employees located at the Premiscs by working directly with Landlord, any governmental transportation management
organization or any other transportation-related committees or entitics.

2930 No Violation. Tenant and Landlord each hercby warrants and represents that neither ts cxecution
of nor performance under this Lease shall cause such part to be in violation of any agreement, instrument, contract,
Iaw, rule or regulation by which such party is bound, and each party shall protet, defend, indemnify and hold the
other party harmless against any claims, demands, losscs, damages, liabiltis, costs and cxpenses, including,
without limitation, reasonable attomeys® fees and costs, arising from such party's brcach of this wamanty and
represeatation.

2931 Communications and Computer Lines. Teoant may at any time install, maintain, replace,
remove or usc any communications fiber optics and/or computer wires and cables (collectively, the "Lines") at,
‘under or through the Project in or serving the Premises, provided that (i) Tenant shall obtain Landlord' prior written
‘consent, use an experienced and qualificd contractor approved in writing by Landlord, and comply with all of the
other provisions of Articles 7 and 8 of this Lease, (i) an acceptable number of spare Lines and space for additional
Lines shall be maintained for xisting and future occupants of the Project, as determined in Landlord's reasonabl
opinion, (il the Lines thercfor (including riser cables) shall be appropriatcly insulated to prevent excessive
electromagnetic fields or radiation, and shall be sumrounded by a protective conduit(v) any new or existing Lines
servicing the Premises shall comply with all applicable Laws, (v) as a condition to permittng the installation of new.
Lines, Landlord may require that Tenant remove cxisting Lines located in or serving the Premiscs and repair any
damage in connection with such removal, and (vi) Tenant shall pay all costs in connection therewith, including any
fees charged by Landlord for Tenant's use of the Building’s telecommunications capacity in excess of Tenant's pro
rata share thercof. Landlord reserves the right to require that Tenant remove any Lines located in or serving the
Premises which are installed in violation of these provisions, or which are at any time in violation of any applicable.
Laws or represeata dangerous or poteatially dangerous condition.

2932 Office and Communications Serviees.

2932.1  The Provider. Landiord has advised Tenant that certain office and communications
services may be offered to tenants of the Building by a concessionaire under contract to Landlord (*Provider”).
Tenant may contract with Provider for the provision of any o all of such services on such terms and conditions s
Tenant and Provider may agree. Nothing herein shall be construed s requiring Tenant to contract with Provider and
‘Tenant may and reserves the right to contract directly with any such other provider of such services at Tenanfs sole
discretion. If any such provider requircs the insallaion of equiprment on, in o near the Building in connection with
the delivery of services to Tenant, Tenant shall obiain Landlord's prior writen approval, not o be unrcasonably
‘withheld, conditioned or delayed, prior o such instalation.

29322 Other Terms. Tenant acknowledges and agrees that: () Landlord has made no
‘waranty or representation to Tenant with respect to the availability of any such services, or the quality, relability or
suitabiliy thereof; (i) the Provider is not acting as the agent or representative of Landlord in the provision of such
services, and Landlord shall have no lability or responsibility for any faikure or inadequacy of such services, or any
‘equipment or facilitis used in the furnishing thereof, or any act or omission of Provider, or its agents, employees,
represcntatives, officers or contractors; (i) Landlord shall have no responsibility or labilty for the installation,
sleration, repair, maintenance, fumishing, operation, adjustment or removal of any such services, equipmeat of
facilitcs; and (iv) any contract or other agreement between Tenant and Provider shall be independent of this Lease,
the obligations of Tenant hereunder, and the rights of Landlord hereunder, and, without limiting the forcgoing, 1o
default or failure of Provider with respect to any such services, equipment o facilities, or under any contract or
agreement relating thereto, shall bave any effect an this Lease or give to Tenant any offsct or defense to the full and
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timely performance ofits obligations hercunder, or eatite Tenant to any abatement of reat or additional rat or any
other payment required to be made by Tenant hercunder, or constitute any accrual or constructive eviction of
‘Tenant, or otherwise give rise to any other claim of any nature against Landlord.

2933 Declarations. This Lease and the terms hercof shall be subject in all respects to the provisions of
the Declarations (as defined in Exhibit G attached hercto). Tenant shall comply with all of the terms and conditions
of the Declaration of Condominium (as defined below) and the Bylaws of the Block B Condominium Association.
‘Teaaat shall not allow or commit any nuisance, waste, unlawful or illcgal act upon the Project. Landlord and Tenant
acknowledge that (3) the Association (as defincd in the Declaration of Condominium) is an intended third party
beneficiary of this Lease, (i) the Association shall have the right to enforce compliance with the Declaration of
‘Condominium and the Bylaws of the Block B Condominium Association aad to abate any nuisance, waste, unlawful
or illegal activity upon the Premises, and (if)the Association shall be entitled o exercise all of Landlord's rights and
remedies under this Lease to effect the foregoing. As used hercin, the "Declaration of Condominium” means that
certain Declaration of Condominium, Gateway Block B Condominium Project, recorded 2/26/2001 as Entry
No. 7828971 in Book 8427 at Page 4752 in the official records of Salt Lake County, as amended.

2934 Building Renovations. It is specifically understood and agreed that Landlord has made no
represcatation or warmanty to Tenant and has o obligation and has made no promises to alter, remodel, improve,
renovate, repair or decorate the Premises, Building, or any part thercof and that no represcatations respecting the
condition of the Premises or the Building have beca made by Landlord to Tenant except as specifically set forth
herein or in the Teaant Work Letter. However, Tenant hereby acknowledges that Landlord may during the Lease:
‘Term renovate, improve, akter, or modify (collectively, the “Renovations™) the Project, the Building and/or the
Premises including, without limitation, the parking strcture, Common Arcas, systems and equipment, roof, and
structural portions of the same, which Renovations may include, without limitation, (7) instlling sprinklers in the
Buikding Common Arcas and tenant spaces, (i) modifying the Common Areas and tenant spaces to comply with
applicable Laws, including regulations relating 1o the physically dissbled, seismic conditions, and buildig safety
‘and security, and (if)instaling new floor covering, lighting. and wall coverings in the Building Common Areas, and
in connection with any Renovations, Landlord may, among other things, erect scaffolding or other necessary
structures in the Buikding, limit or climinate access to portions of the Project, including portions of the Common
Areas, or perform work in the Building, which work may create noise, dust or eave debris in the Building. Tenant
hercby agrees that such Renovations and Landlord's actions in connection with such Renovations shall in no way
constitute a constructive eviction of Tenant nor entitle Tenant to any abatement of Ret 5o long as Landlord
‘provides Tenant with seven (7) days' advance written notice of such work an such work does ot materially interfere
‘with Tenant' business operations or use of, or access to, the Premises. Except (o the extent due fo Landlord's gross
negligence or willful misconduct, Landlord shall have no respoasibility or for any reason be liable to Tenant for any
direct or indireet injury to or interfercace with Tenant's business arising from the Renovations, nor shall Tenant be
entitled to any compensation or damages from Landlord for loss of the use of the whole o any part of the Premises
or of Teaants personal propenty or improvements resulting from the Renovations or Landlord's actions in
connection with such Renovations, or for any inconvenience or annoyance occasioned by such Renovations or
Landlord's actions.

2935 Installation of Back-Up Generstor. Tenant shall have the right, at Tenants sole cost and
expease, at any time to install up to two (2) emergency or backup power systems scrving the Premiscs (the "Back-
Up Generator”). The Back-Up Generator shall be located wholly within the Buikding and/or on the roof of the
Building and/or in the parking garage, in a location reasonably acceptable to Landlord. If Tenant elects o install a
Back-Up Geacrator, then Teaant,at its sole cost and expense, shall perform all work required in conncetion with
such installation (all such work being referred t0 herein, collectively, as the "Back-Up Generator Alterations").
‘Tenant shall have the right (but not the obligation) to install a Back-Up Generator concurrcatly with Tenants
construction of the Tenant Improvements, in which case, except as otherwise cxpressly provided in this
Section 29,35, the Back-Up Geacrator Alterations shall be subject to all of the requirements of the Tenant Work
Letter. If Tenant elects to instal a Back-Up Generator separate and apart from Tenant's construction of the Tenant
Improvemeats, then, except s otherwise expressly provided in this Section 29.35, the Back-Up Geaerator
Alterations shall be subject 10 all o the requircmeats of Article 8. Notwithstanding the forcgoing, Landlord shall
have the right in any eveat to review and approve Tenant's plans and specifications for the Back-Up Generator and
the Back-Up Generator Alterations (including, without limitation, the manner in which the Back-Up Generator, and
any veailation and exhaust system shall be installed and the measures that shall be taken to mitigate any vibrations
or sound disturbances from the operation of the Back-Up Generator), which approval shall not be unrcasonably
withheld, conditioned or delayed. Tenant shall have the obligation (o maintain the Back-Up Generator in good
‘working order and condition and in accordance with all applicable Laws and all permits and approvels of any
‘governmental authorites. Tenant, at it sole cost and expense, shall procure and maintain in full force and cffect, a
contract (the "Service Contract”) for the service, maintenance, repair and replacement of the Back-Up Generator
with an electrical geaerator service and maintcnance contracting firm reasonably acceptable to Landlord. Tenant
shall follow all reasonable recommendations of said contractor for the use, maintenance, repair and replacement of
the Back-Up Generator. A copy of the then current Service Contract shall be delivered to Landlord annually.
Teaant, at is sole cost and expense, shall also procure insurance coverage adequate o cover the full replacement
value of the Back-Up Generator. A copy of the then-current insurance certificate shall be delivered to Landlord
prior to the installation of the Back-Up Generator and thereafter annually. Tenant shall pay for all electricity and
other utlites provided to the Back-Up Generator by separate charge in accordance with Section 4.7 above. Except
0 the exteat due to Landlord's gross negligeace or intentional act or omission, Tenant hercby agrees to indemify
and hold Landlord and all Landlord Parties harmless from all labiliy, losses, claims, penalties, and expenses,
including, without limitation, reasonable attomeys' fees, resulting from or arising out of Tenant's connection 10, or
use or operation, of, the Back-Up Generator. Tenant hercby agrees that Tenan' use of the Back-Up Generator s at
Tenant’s sol risk, and Tenant hereby agrees that Landlord and the Landlord Parties shall not be liable for, and
Teaant bereby waives, all claims for loss or damage to Tenant's business or damage to person or property sustained
by Tenant or any Tenant Partes resulting from Tenant's use of the Back-Up Generator or connection o the same,
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the failure of the Back-Up Generator to operate properly, or the interruption or cessation of clectrical service from
the Back-Up Generator, except to the exteat due to by Landlord' gross negligence or intentional act or omission.

2936  Landlord's Representations. In connection with Tenants lease of the Premises from Landlord
pursuant to the terms hercof, Landlord represeats, warrants, and certifics to Tenant that (a) Landlord is the fee owner
of Retail Unit 2 and Parking Unit 1 contained within the Gateway Block B Condominium Project as the same is
identified in the Record of Survey Map recorded in Salt Lake County, Utab, on February 26, 2001, as Entry
No. 7828970 and in the Declaration of Condominium, together with the undivided ownership intercst in said
Projects Common Elements that arc appurtenant to said Uit as more partcularly described in the Declaration;
(®) no additional approvals of any third party are required under any of the Declarations in conncction with the lease
of the Premises to Tenant or in connection with Tenants completion of the Tenant Improvements (other than any
and all building permits and approvals requircd under applicable Law); (<) Landlord is the “Declarant” under that
certain Declaration and Establishment of Protective Covenants, Condiions and Restrictions and Grant of Easements,
recorded 12/27/2000 as Entry No. 7787948 in Book 8410 at Page 8311, as amended (the "Master Declaration”),
2nd that, while the proposed use of the Premises as described in Article S of this Lease is not expressly permitied by
the terms of s2id Master Declaration, Landlord, both in ts capcity as owner of the Building and as Declarant under
the Master Declaration, hercby approves of Tenant's proposcd usc of the Premises described in Article $ of this
Lease and acknowledges and agrees not to allege that Tenant i violating the terms of the Master Declaration solely
25 2 resuit of Tenant's proposed use of the Premises as described in Article S of this Lease; (d) the issuance of the
‘parking passes and Tenant’ exclusive use of the Reserved Parking Area in accordance with the provisions of Article
28 will not conflct with any of the Declarations or the rights of any third party in and to the same; (¢) to the best of
Landlord's knowledge, there exists no breach, default, cvent or condition which, with the giving of notice or the
passage of time or both, would constitute a breach or default by any party to or under the Declarations; (f) the
Declarations have not been amended, altered, supplemented o otherwise modified as of the effective date of this
Lease, except to the extent expressly set forth on attached Exhibit G; and (g) there are no outstanding asscssments
or other amounts due by Landlord under any of the Declarations.

[Signatures appear on the following page]
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IN WITNESS WHEREOF, Landlord and Tenant have caused this Lease to be executed the day and date
first above written.

Neme.
Title: Manager

Sigasture Date: _//- 2217

Signanure Date: {12747
(This date shall be inserted as of the Date of this Lease in Article 1)

If Tenant is a CORPORATION, the authorized officers
‘must sign on behalf of the corporation and indicate the
‘capacity in which they are signing. The Lease must be
‘executed by the president or vice presidet and the secretary
o assistant secretary, unless the bylaws or a resolution of
the board of directors shall otherwise provide, in which
‘event, the bylaws or a certified copy of the resolution, as the
‘case may be, must be attached to this Lease.

101 15F
ST e R Parmaceiicrs b





image144.png
'DocuSign Envelope ID: D1F7393F-D384-4DF7-AADG-183C34211CDA

et use
FESRTE 317 bt





image145.png
DocuSign Envelope ID: DIF7393F-D384-4DF7-AADS-1B9CS4211CDA

EXHIBITA-1

DEPICTION OF PROJECT

EXHIBIT A-1
o
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EXHIBITA3

DEPICTION OF EXCLUSIVE LOADING AREAS

Exclusive Ground Floor Access

Loading areas outlined in red above are reserved for Tenant's exclusive use pursuant to the terms of the Lease;
provided, however, Tenant may not place any fixtures, equipment, improvements, o other obstacles within the
batched portion of the exclusive Common Area Dock that block any drive aisls or impede aceess fo or the flow of
traffic in and around the Common Area Dock.

[ EXHIBIT A-3
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222  Disbursement of Tenant Improvement Allowance. During the construction of the
Tenant Improvements, Landlord shall make monthly disbursements of the Tenant Improvement Allowance for
‘Tenant Improvement Allowance ltems for the benefit of Tenant and shall authorize the release of monics for the
benefit of Teaant as follows

2221 Monthly Disbursements. On or before the tweaticth (20%)day of each
calendar month during the construction of the Tenant Improvements (the “Submittal Date”) (or such other date as
Landlord may designate), Teaant shall deliver to Landlord: () a request for payment of the "Contractor,” as that
temm is defined in Section 4.1 of this Tenant Work Letier, approved by Tenant showing the schedule, by trade, of
percentage of completion of the Tenant Improvements in the Premises; (i) invoices from all of "Tenanf's Agents,"
25 that term s defined in Section 4.1.2 of this Tenant Work Leter,for labor rendered and materials delivered to the
Premises (if such invoic is for the Contractor, the Contractor will need to provide an application and certificate for
payment [AIA form G702-1992 or equivalent] signed by the ArchitecSpace Planer, and a breakdown shect [AIA
form G703-1992 o equivalent]); (if) an original letter from the Tenant approving such invoices and requesting
payment from the Tenant Improvement Allowance; (i) exccuted mechanic's lien releases, which lien releases shall
be conditional with respect 1o the then-requested payment amounts and unconditional with respest to payment
amounts previously disbursed by Landlord or Tenant, from all of Tenans Agents; and (v) all other information
reasonably requested by Landlord. Tenaat's request for payment shall be deemed Tenant's acceptance and approval
of the work fumished and/or the materials supplied s sct forth in Tenanf’s payment request. On or before the date
‘occurring thirty (30) days afte the Submittal Date, and assuming Landlord receives all of the information described
initems () through (v), above, and subject to Tenant first disbursing any portion of the Over-Allowance Amount (as
defined below) in accordance with Section 4.2.1, Landlord shall deliver a check to Tenant made to Tenant's Ageat
(or to Tenant if such invoices were previously paid by the Tenant) in payment of the lesser of: (A) the amounts so
requested by Tenant, as set forth in this Section 2.2.2.1, above, less a ten perceat (10%) retention (the agaregate
‘amount of such retentions shall be known as the "Final TI Allowance Reimbursement”), and (B) the balsnce of
‘any remaining available portion of the Tenant Improvement Allowance (not including the Final TI Allowance
Reimburscment), provided that Landlord does not dispute any request for payment based on non-compliance of any
‘work with the "Approved Construction Documents”, as that term is defined i Section 3.4 below, or due to any
substandard work, or for any other rcason as provided in this Lease. Landlord's payment of such amount shall not
be decmed Landlord's approval or acceptance of the work furished or materials supplied as set forth in Tenanfs
payment request.

2222 Final TI Allowance Reimbursement. Subject t0 the provisions of this Tenant.
‘Work Letter, a check for the Final TI Allowance Reimbursement payable to Tenant shall be delivercd by Landlord
to Tenant following the completion of construction of the Premiscs, provided that (i) Tenant delivers o Landlord
(2) properly executed, unconditional final mechanic's licn releases from al of Tenan’s Agents, showing the amounts
paid, in compliance with applicable Laws, (b) Contractor's last application and certificate for payment (AIA form
G702 1992 or cquivalent) signed by the Architect/Space Planncr, (c) a breakdown sheet (AIA form G703 1992 or
equivalent), (d) original stamped building permit plans, (¢) copy of the building permit (f) oiginal stamped building
permit inspection card with all final sign-offs, (g) full size bond copies and a CD R disk containing clectronic files
of the "as built” drawings of the Tenant Improvements in both "dwg" and "pdf” formats, from the Architccy/Space:
Planner for architectural drawings, and from the Contractor for all other trades, () air balance repors, (i) excess
energy use calculations, () one year warranty letters fiom Tenants Agents, (k) manufacturer's warranfies and
‘operating instructions, (1) final punchlist completed and signed off by Tenant and the ArchitecySpace Planner,
(m) letters of compliance from the Engincers stating that the Engincers have inspected the Tenant Improvements and
that they complies with the Engincers’ drawings and specifications, () a copy of the recorded Notice of Completion,
and (0) a final list of all contractors/vendors/consultants reained by Tenant in connection with the Tenant
Improvements and any other improvements in the Premises pursuant to this Tenant Work Lettr, including, but not
limited to, the Contractor, other contractors, subcontractors and the remaining Tenan's Agents, the Architect/Space
Planner, the Engincers, systems furniture vendors/ installers, data/telcphone cabling/equipment vendory/installers,
exc., which final list shall st forth the full legal name, address, contact name (with telephone/fax/c mail addresses)
and the total price paid by Tenant for goods and services to cach of such contractors/vendors/consultants
(collectively, the "Final Close Out Package”), and (i) Landlord has inspected the Premiscs and reasonably
determined that no substandard work cxists which adversely affects the mechanical, clectrical, plumbing, heating,
ventilating and air conditioning, life-safety or other systems of the Building, the curtsin wall of the Building, the
structure or exterior appearance of the Building, or any other tenants use of such other tenant’ leased premises in
the Building.

2223 Other Terms. Landiord shall only be obligated to make disbursements from
the Tenant Improvement Allowance to the exient costs are incurred by Tenant for Tenant Improvement Allowance
Items. All Tenant Improvemeat Allowance Items for which the Tenant Improvement Allowance has been made
available shall be deemed Landlord's property under the temms of Section .5 of this Lease. Tenant shall have no
claim to any Tenant mprovement Allowance not expended by Tenaat on or before the one (1) year anniversary of
the Delivery Date and any such sums shall be the solc property of Landlord.

2224 L.C. Notwithstanding anything to the contrary contained in this Lease,
Landlord shall not be required to disburse any portion of the Tenant Improvement Allowance to Tenant untl Tenant
has provided Landlord with the L-C described in Article 21 of the Lease.

23 Construction Rules, Requirements. Spesificaions, Design Criteria and Buikling Standards.
Landlord has established construction rules, regulation, requirements and procedures, and specifications, design
‘criteria and Building standards with which Tenant, the "Architect/Space Planner,” as that term is defined below, and
all Tenant's Agents must comply in designing and constructing the Tenant Improvements in the Premises (the
“Construction Rules, Requirements, Specifications, Design Criteria and Building Standards”).
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24 Additional Allowance. Notwithstanding the terms and conditions set forth in Section 2.1, within
thirty (30) days afier the mutual execution and delivery of this Lease, Teaant shall be entitled, pursuant to 2 writien
notice (the "Additional Allowance Notice") delivered to Landlord, 10 a one fime increase (the "Additional
Allowance") in the Tenant Improvement Allowance in an amount not 0 exceed $10.00 per reatable square foot of
the Premises (ic., $991,720.00), for the costs relating to the initial design and construction of the Tenant
Improvements. In the eveat that Tenant exercises ts right to use all or any portion of the Additional Allowance,
then such portion of the Additional Allowance shall be repaid by Tenant to Landlord by increasing Tenant's monthly
Base Reat hereunder by the amount required to fully amortize such portion of the Additional Allowance over the
initial Lease Term, in one hundred tweaty (120) cqual monthly installments, commencing upon the Lease
‘Commencement Date and continuing on the first day of cach calendar month thercafter through the Lease Expiration
Date (the *Additional Moathly Base Reat"). Such amorization shall be calculated together with interest at the rate
of cight perceat (8%) per annum. In the eveat Tenant elects 1 utlize all or any portion of the Additional
Allowanc, then (3) the partes shall promptly execute an amendment (the "Amendment") to the Lease setting forth
the monthly Base Rent as increased by the Additional Montly Base Reat, and (i) Tenant shall pay to Landlord,
concurrently with Tenan's execution 2nd delivery of the Ameadment to Landlord, an amount cqual to the first
installment of the Additional Monthly Basc Rent payment.

SECTION3
CONSTRUCTION

31 Selection of ArchitectSpace Planner/Construction Documents. Tenant shall etain a licensed,
competeat, reputable architectspace planner experienced in high-rise office space and Laboratory Use design
selected by Tenant and reasonably approved by Landlord (the "ArchitectSpace Planner”) and liceused, competeat,
reputable engineering consultants selected by Tenzat and reasonably approved by Landlord (the "Engineers”) to
prepare the Construction Documents. The plans and drawings to be prepared by Architect/Space Planncr and the
Engineers hereunder shall be known collectively as the *Construction Documents.” All Consiruction Documents
shall comply with Landlord's drawing format and specifications. Landlord's review of the Construction Documents
25 set forth in this Section 3, shall be for its sole purpose and shall not imply Landlord's review of the same, or
obligate Landlord to review the same, for qualiy, design, Code compliance o other like matters. - Accordingly,
notwithstanding that any Construction Documents are reviewed by Landlord or its space planner, architect,
engincers and consultants, and notwithstanding any advice or assistance which may be rendered to Tenant by
Landlord or Landlord's space planncr, architect, cngincers, and consultants, Landlord shall have 5o liability
‘whatsoever in conection therewith and shall not be respousible for any omissions or errors contained in the
Construction Documents, and Tenant’s waiver and indemity se forth in Section 10.1 of this Lease shall specifically
apply to the Construction Documents. Furthermore, Tenant and ArchitectSpace Planner shall verify, in the ficld,
the dimensions and conditions as shown on the relevant portions of the basc building plans, and Tenant and
ArchitectSpace Planner shall be solely responsible for the same, and Landlord shall have no responsibilty in
connection thercwith.

32 Final Space Plan. Tenant shall supply Landlord with two (2) copies signed by Tenant of s final
space plan for the Premiscs before any architectural Construction Documens or engineering drawings have been
commenced. The final space plan (the “Final Space Plan") shall include a layout and designation of al offices,
rooms and other partitioning, their intended use, and equipment to be contained therin. Landlord may request
claification or more specific drawings for special use items not included in the Final Space Plan. Landlord shall
advise Teaant within five (5) business days after Landlord's receipt of the Final Space Plan for the Premiscs if the
same is unsatisfactory or incomplete in any respect. If Tenant is so advised, Tenant shall promptly cause the Final
Space Plan to be revised to correct any deficiencics or other matters Landlord may reasonably require.

33 Final Construction Documents. Aficr the approval of the Final Space Plan by Landlord and
‘Tenan, Tenan shall promptly cause the ArchitectSpace Planner and the Engineers to complete the architectural and
cngincering drawings for the Premises, and ArchitecSpace Planner shall compile a fully coordinated set of
architectural, structural, mechanical, electrical and plumbing Construction Documents in a form which is complete
to allow subcontractors to bid on the work and to obtain all applicsble permits (collectively, the "Final
Construction Documents®) and shall submit the same to Landlord for Landlord's approval, not fo be unreasonably
withheld, conditioned, or delayed. Tenant shall supply Landlord with two (2) copies signed by Tenant of such Final
Construction Documents. Landlord, acting reasonably and in good faith, shall advisc Tenant within ten (10)
business days afier Landlords receipt of the Final Construction Documents for the Premiscs if the same is
unsatisfactory or incomplete in any respect. If Tenant is so advised, Tenant shall immediately revise the Final
Construction Documents in accordance with such review and any disapproval of Landlord in connection therewith.

34  Approved Construction Documents. The Final Construction Documents shall be approved by
Landiord (the "Approved Construction Documents") prior (o the commencement of construction of the Premises
by Tenant; provided, however, Tenant may commence demolition work prior to Landlord's approval of the Final
Construction Documents with Landlord's prior writtea conseat, not to be unrcasonably withheld, conditioned, or
delayed. After approval by Landlord of the Final Construction Documents Tenant shall cause the ArchitectSpace
Plancer to submit the Approved Consiruction Documents to the appropriate municipal authorities for all
architectural and structural permits (the "Permits®), provided that (s)the ArchitecSpace Planner shall provide
Landlord with a copy of the package that it inteads to submit prior to such submission, and (b) if there arc Basc
Building modifications required to obtain the Permits, then Tenant shall obtain Landlord's prior written conseat to
any such Base Building modifications. Tenant hereby agroes that neither Landlord nor Landlord's consultants shall
be responsible for obtaining any building permit or certificate of occupancy (or other documentation or approval
allowing Tenant to legally occupy the Premiscs) for the Premises and that obtaining the same shall be Tenant's
responsibility; provided, however, that Landlord shall cooperate with Tenant in performing ministerial acts
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reasonably necessary to enable Tenant to obtain any such permit or certificate of occupancy (or other documentation
or approval allowing Tenant t0 legally occupy the Premiscs). No changes, modifications or alterations in the
Approved Construction Documents may be made without the prior written consent of Landlord, which consent may
not be unreasonably withbeld.

SECTION 4

(CONSTRUCTION OF THE TENANT IMPROVEMENTS

41 Tenant's Selection of Contractors.

411 The Contractor. Tenant shall retain a licensed general contractor selected by Tenant
and reasonably approved by Landlord (the "Contractor”), as contractor for the construction of the Tenant
Improvements, which Contractor shall be & qualified, reputable, geacral contractor expericaced in Comparable
Buildings.

412 Teaant's Agents. The Architect/Space Planner, Engineers, consultants, Contractor, other
contractors, vendors, subcontractors, laborers, and material suppliers retained and/or used by Tenant shall be known
collectively as the “Tenant's Agents." For the following trades, oaly those contractors, subcontractors, laborers,
and material supplicrs listed in the Construction Rules, Requirements, Specifications, Design Criteria and Building
‘Standards may be sclected by Tenant: Asbestos, Cable Television, Electrical, Elevators, Fire Sprinklers, Fire / Life
Safety, HVAC, HVAC Air Balance, Plumbing, Roofing (as listed for cach building comprising the Project), and
Waste. The Eectrical, Fire Sprinklers, Fire / Life Safety, HVAC and Plumbing must be cngineered by, and any
structural engincering must be conducted by, an engineer of eagincers approved by Landlord.

42 Construction of Tenant Improvements by Tenant's Agents.

421 Construction Contract; Cost Budget. Prior to exccution of a construction contract,
Tenant shall submit a copy of the proposed contract with the Contractor for the construction of the Tenant
Improvements, including the general conditions with Contractor (the "Contract”) to Landlord for its approval,
which approval shall not be unreasonably withheld, conditioned o delayed. Following execation of the Contract
and prior to eat of construction, Tenant shall provide Landlord with 2 fully exceuted copy of the
Contract for Landlord's records. Prior 1o the commencement of the construction of the Tenant Improvements, and
‘after Tenant has accepted all bids and proposals for the Tenant Improvemens, Tenant shall provide Landlord with a
detailed breakdown, by trade, for all of Tenant's Ageats, of the final estimated costs to be incurred or which have
been incurred in connection with the design and construction of the Tenant Improvements to be performed by or at
the direction of Tenant or the Contractor (the "Construction Budget"), which costs shallinclude, but not be limitcd
1o, the costs of the Architect’s and Engincers'fees and the Landlord Coordination Fee. The amount, if any, by which
the total costs set forth in the Construction Budget exceed the amount of the Tenant Improvement Allowance is
referred to herein a the "Over Allowance Amount”.

In the cvent that an Over-Allowance Amount exists, then prior to the commencement of
construction of the Tenant lmprovements, Tenant shall supply Landord with cash in an amount cqual to the Over-
Allowance Amount. The Over-Allowance Amount shall be disbursed by Landlord prior to the disbursement of any
of the then remaining portion of the Tenant Improvement Allowance, and such disbursement shall be pursuant o the
same procedure as the Tenant Improvement Allowance. In the event that, after the total costs set forth in the
‘Construction Budget have been delivered by Tenant to Landlord, the costs relating to the design and construction of
the Tenant Improvements shall change, any additional costs for such design and construction i excess of the tolal
costs set forthin the Construction Budget shall be added to the Over-Allowance Amount and the total costs set forth
in the Construction Budget, and such additional costs shall be paid by Tenant to Landlord immediately as an
addition to the Over-Allowance Amount or at Landlord's option, Tenant shall make paymens for such additional
costs out of its own funds, but Tenant shall continue to provide Landlord with the documents described in items (),
), (i) and (iv) of Section 2.2.2.1 of this Tenant Work Lettr, above, for Landlord's approval, prior to Tenant
paying such costs. All Tenant Improvements paid for by the Over-Allowance Amount shall be deemed Landlord's

‘property under the terms of te Lease.
422 Tenant's
4221 Landlord's General Conditions for Tenant's Agents and Temant

Improvement Work. Tenant's and Tenant's Agent's construction of the Teaant Improvements shall comply with
the following: () the Tenant Improvements shall be constructed in strict accordance with the Approved Construction
Documents; (i) Tenaat and Tenant's Agets shall not, in any way, interfere with, obstruct, or delay, the work of
Landlord's base building contractor and subcontractors with respect to the Basc Building or any other work in the
Building; (iil) Tenant’s Ageats shall submit schedules of all work relating to the Tenants Improvements to Landlord
‘and Landlord shall, within five (5) business days of receipt thereo, inform Tenants Agents of any changes which
are necessary thereto, and Tenaat’s Agents shall adhere to such cormected schedule; and (iv) Teaant shall abide by all
rules made by Landlord with respect to the use of parking, freight, loading dock and service elevators, storage of
‘material, coordination of work with the contractors of other tenants, and any oher matter in connection with this
Teoant Work Lettr, including, without limitation, the construction of the Tenant Improvements and Tenant shall
promptly execaute all documeats including, but not imited to, Landlord's standard contractor's rules and regulations,
as Landlord may deem reasonably necessary to evidence o confirm Tenant’ agreement to so abide.

4222 Indemnity. Tenants indemity of Landlord as sct forh in Section 10.1 of this
Lease shall aso spply with respect to any and all costs, loses, damages, njuris aod Fiabilities relaed in aay way to
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any act or omission of Tenant or Tenant's Ageats, or anyone dircctly o indirectly employed by any of them, or in
conncetion with Tenant's noo-payment of any amount arising out of the Tenant Improvements and/or Tenant's
disapproval of all or any portion of any request for payment. Such indemnity by Tenant, as set forth in Section 0.1
of this Lease, shall also apply with respect to any and all cost, losses, damages, injuries and labilities related in any
way to Landlord's performance of any ministerial acts reasonably necessary (i) to permit Tenant to completc the
‘Tenant Improvemeats, and (ii) to enable Tenant to obtain any building permit or certificate of occupancy (or other
‘documentation or approval allowing Tenant to legally occupy the Premises) for the Premiscs.

4223 Requirements of Tenant's Agents. Each of Tenants Agents shall guarantes to
‘Tenant and for the benefit of Landlord that the portion of the Tenaat Improvemeats for which it i responsible shall
be free from any defects in workmanship and materials for a period of not less than one (1) year from the date of
‘completion thereof. Each of Tenant's Agets shall be respousible for the replacement or repair, without additional
charge, of all work done or fumished in accordance with ts contract tha shall become defective within one (1) year
after the later to occur of (i) completion of the work performed by such contractor or subcontractors and (i) the
Lease Commencement Date. The comection of such work shall include, without additional charge, all additional
expeases and damages incurred in connection with such removal or replacement of all or any part of the Tenant
Improvemeats, and/or the Building and/or common arcas that may be damaged or disturbed thercby. All such
‘warantics or guarantees as to matcrials or workmanship of or with respect to the Tenant Improvements shall be
contained in the Contract or subcontract and shall be written such that such guarantees or warrantics shallinure o
the benefit of both Landlord and Tenant, as their respective intercsts may appear, and can be directly enforced by
cither. Tenant coveaants to give to Landlord any assigament or other assurances which may be necessary to effect
such right of direct enforcement.

4224 Insurance Requirements.

4224.1General Coverages. All of Tenants Agents shall carry worker's
compensation insurance covering all of their respective employees, and shall also carry commercial general iability
insurance, including property damage, all with limits, in form and with companics as arc requircd o be carricd by
‘Tenant as set forth in Atticle 10 of this Lease, and the policies thercfor shall iosure Landlord and Tenant, as their
interests may appear, as well as the Contractor and subcontractors.

4.2.2.42Special Coverages. Tenant or Contractor shall carry "Builder's All
Risk” insurance in an amount approved by Landlord, which shall in no event be less than the amount actually carried
by Tenant or Contractor, covering the construction of the Tenant Improvements, and such other insurance as
Landiord may require, it being understood and agreed that the Tenant Improvements shall be insured by Tenant
‘pursuant o Article 10 of this Lease immediately upon completion thercof. Such insurance shall be in amounts and
shall include such extended coverage endorscments as may be reasonably required by Landlord.

42243General Terms._Certificates for all insurance carried pursuant to this
Section 4224 shall be delivered to Landlord before the commencement of consiruction of the Tenant
Improvements and before the Contractor's equipment is moved onto the site. All such polices of insurance must
contain a provision that the company writing said policy will give Landlord thirty (30) days prior writien notice of
any cancellation o lapse of the effective date or any reduction i the amounts of such insurance. In the event that
the Tenant Improvemeats arc damaged by any cause during the course of the construction thercof, Tenant shall
immediately repair the same at Tenant’ sole cost and cxpease. Tenant's Agents shall maintain all of the foregoing
insurance coverage in force untl the Tenant Improvements are fully completed and accepted by Landlord, exeept for
any Products and Completed Operation Coverage insurance required by Landlord, which is to be maintained for ten
(10) years following completion of the work and acceptance by Landlord and Tenant and which shall name
Landlord, and any other party that Landlord 5o specifies, as additional insured as to the full limits required
hereunder for such entire ten (10) year period. Al insurance, except Workers' Compeasation, maintaincd by
‘Tenant's Ageats shall preclude subrogation claims by the insurcr against anyone insured thercunder. Such insurance
shall provide that it is primary insurance as respects the owner and that any other insurance maintained by owner is
excess and noncontributing with the insurance required hereunder. The requitemeats for the foregoing insurance
shall not derogate from the provisions for indemnification of Landlord by Tenant under Section 4222 of this
‘Tenant Work Letter. Landlord may, in ts discretion, require Tenant to obtain a licn and completion bood or some.
altemate form of security satisfactory to Landlord in an amount suffiicnt to casure the lica-free completion of the
‘Teaant lmprovements and naming Landlord as a co-obliges.

423 Governmental Complisnce. The Tenant Improvemeats shall comply in all respects
with the following: (i) the Code and other stat, federal, city or quasi-governmental laws, codes, ordinances and
regalations, as cach may apply according to the rulings of the controlling public official, agent or other person; (i)
applicable standards of the American Insurance Association (formerly, the National Board of Fire Underwriters) and
the National Electrical Code; and (i) building material manufacturer’ specifications.

424 Inspection by Landlord Landlord shall have the right to inspect the Tenant
Improvements at all times, provided however, that Landlord's falure to inspect the Tenant lmprovements shall in no
event constitute a waiver of any of Landlord's rights hereunder nor shall Landlord's inspection of the Tenant
Improvements constitute Landlord's approval of the same. Should Landiord reasonably disapprove any portion of
the Teaant Improvements due to defects or deviations in the completion of such improvements, Landlord shall
notify Tenant in writing of such disspproval and sball specify the items disapproved. Any defects or deviations.
noted in Landlord's disapproval shall be rectified by Tenant at no cxpease to Landlord, provided however, that in the
event Landlord determines that a defect or deviation exists, Landlord may, take such action as Landlord deems
necessary, at Tenant's expense and without incurring any liabilicy on Landlord's part to correct any such defect or
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deviation, including, without limitation, causing the cessation of performance of the construction of the Tenant
Improvements until such time as the defict, deviation and/or matter is corrected to Landlord's satisfaction.

425 Mestings. Commencing upon the execution of this Lease, Tenant shall hold regular
meetings with the ArchitectSpace Planner and the Contractor regarding the progress of the preparation of
Construction Documeats and the construction of the Tenant Improvements, which mectings shall be held at the
office of the Project, at 3 time mutually agreed upon by Landlord and Tenant, and, upon Landlord's request, certain
of Tenant's Agents shall attcnd such meetings. In addition, minutes shall be taken at all such meetings, 2 copy of
‘which minutes shall be promply delivered to Landlord. One such mesting each month shall include the review of
Contractor’s current request for payment.

426 Landlord Coordination Fee Tenant shall pay 2 construction supervision and
management fec (the "Landlord Coordination Fee®) to Landlord in an amount cqual to one percent (1%) of the
hard and soft costs of the Tenant Improvements.

43 Notice of Completion. Within five (5) days after the final completion of construction of the
‘Tenant Improvements, including, without limitation, the completion of any punch st items, Tenant shall cause a
Notice of Completion to be recorded in the office of the Recorder of the County in which the Premises is located
‘pursuant to applicable Law, and shall furnish a copy thereof to Landlord upon such recordation. If Tenant fils to do
5o, Landlord may execute and fle the same on behalf of Tenant as Tenants ageat for such purpose, at Tenanf's sole
cost and expense. At the conclusion of construction and prior to Landiord's payment of the Final TI Allowance
Reimbursement, (i) Tenant shall cause the Contractor and the ArchitectSpace Planner (A) to update the Approved
Construction Documents through annotated changes, as necessary, o reflect all changes made to the Approved
Construction Documents during the course of construction, (B) o certify to the best of the Architect/Space Planner's
and Contractor's knowledge that such updated Approved Construction Documents are true and correct, which
certification shall survive the expiration or temination of this Leasc, as hercby amended, and (ii) Tenant shall
deliver to Landlord the Final Close Out Package. Landlord shall, at Tenant's expense, update Landlord's "as-built"
master plans, for the floor(s) on which the Premises are located, if any, including updated vellums and electronic
CAD files, all of which may be modified by Landlord from time to time, and the current version of which shall be
made available to Tenant upon Tenant’ request.

SECTIONS
MISCELLANEOUS
51 Tenant's Representative. Tenant has designated Shannon Torsirom as is sole representative

‘with respect to the matters set forth in this Tenant Work Letter, who shall have full authority and responsibility to
act on behalf of the Tenant as required in this Tenant Work Leter.

52 Landiord's Representative Landlord has designated Jack Van Kleumen as its sole
representative with respect o the matters set forth in this Tenant Work Letter, wh, until futher notice to Tenant,
shall have full suthority and responsibility o act om behalf of the Landlord as requircd in this Tenant Work Letter.

53 Time of the Essence in This Tenant Work Letter. Unless otherwisc indicated, all references in
this Tenant Work Lette to 3 “pumber of days" shall mean and refe to calendar days. If any item requiring approval
is timely disapproved by Landlord, the procedure for preparation of the document and approval thereof shall be
repeated until the document s approved by Landlord.

54 Temant's Lease Default. Notwithstanding any provision to the contrary contained in this Lease,
ifan event of default as described in Section 19.1 of this Lease or a default by Tenant under this Tenant Work Letter
has occurred at any time on of beforc the substantial completion of the Premiscs, then () in additon o all other
ights and remedies granted to Landlord pursuant to this Lease, Landlord shall have the right to withhold payment of
all or any portion of the Tenant Improvement Allowance and/or Landlord may cause Contractor o cease the
‘construction of the Premises (in which case, Tenant shall be responsibie for any delay in the substantial completion
of the Premises caused by such work stoppage), and (i) all other obligations of Landlord under the terms of this
‘Tenant Work Leter shall be forgiven until such time as such default is cured pursuant to the terms of this Lease (in
‘which case, Tenant shall be responsible for any delay in the substantial completion of the Premises caused by such
inaction by Landlord).
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EXHIBITC

NOTICE OF LEASE TERM DATES

To:

Office Lease dated , 20__ between VESTAR GATEWAY, LLC, 2 Delaware
limited liability company ("Landlord"), and RECURSION PHARMACEUTICALS, INC., 2
Delaware corporation ("Tenant") concemning that cerain two (2) tory office building containing
approximately 99,172 rentable square feet of space, commonly known s Station 41 at The
Gateway, 41 South Rio Grande, Salt Lake City, Utah.
Ladies and gentlemen:

In accordance with the Office Lease (the "Lease™), we wish to advise you and/or confirm as follows:

1. TheDelivery Date occurred on

2. The Lease Term shall commence on o has commenced on [Junc 1, 2018] for a term of ten (10)
‘years ending on [May 31, 2027].

3. Rentcommenced to accrue on June 1, 2018}, in the amount of $209,078.38 per month.

4. If the Lease Commencemeat Date is other than the first day of the month, the first billing will
contain a pro rata adjustment. Each billing thercafter, with the exception of the final billing, shall
be for the full amount of the monthly installment as provided for i the Lease.

5. Yourrent checks should be made payabe to at

“Landlord":

VESTAR GATEWAY, LLC,
2 Delaware limited libility company

[ADD LANDLORD'S SIGNATURE BLOCK]

Agreed to and Accepted

asof. 20_
“Tenant™:

RECURSION PHARMACEUTICALS, INC.,
a Delaware corporation

By:
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[EXHIBITD

RULES AND REGULATIONS

‘Tenant shall faithfully observe and comply with the following Rules and Regulations. Landlord shall not
be responsible to Tenant for the nonperformance of any of said Rules and Regulations by or otherwise with respect
1o the acts or omissions of any other tenants or occupants of the Project. In the eveat of any conflict between the
Rules and Regulations and the other provisions of this Lease, the later shall control.

I Tenant shall not alter any lock or install any new or additional locks or bolls on any doors or
‘windows of the Premises without obtaining Landlord's prior written consent, 0ot 1o be unrcasonsbly withheld,
‘conditioned or delayed. Tenant shall bear the cost of any lock changes or repairs required by Tenant. Two keys will
be fumnished by Landlord for the Premiscs, and any additional keys required by Tenant must be obtained from
Landlord at a reasonable cost to be established by Landlord. Upon the termination of this Lease, Tenant shall
restore to Landlord all keys of sores, offces, and toilet rooms, either furnished to, or otherwise procured by, Tenant
and in the eveat of the loss of keys so fumished, Tenant shall pay to Landlord the cost of replacing same or of
changing the lock or locks opened by such lost key if Landlord shall deem it nccessary to make such changes.

2. All doors opening to public comridors shall be kept closed at all times except for normal ingress
and egress to the Premmises.

3. Excoptas otherwise set forth in and permitied under the Lease, Landlord reserves the right to close.
and keep locked all entrance and exit doors of the Building during such hours as are customary for the Comparable:
Buildings. Tenant, its cmployees and agents must be surc that the doors fo the Building are sccurcly closed and
focked when leaving the Premises if it is after the normal hours of business for the Building. Any tenant, its
‘employees, agents or any other persons entering or leaving the Building at any time when it i so locked, or any time
whea it s considered to be afier nommal business hours for the Building, may be required to sign the Building
register. Access to the Building may be refuscd unless the person secking access has proper ideatification or has a
previously amanged pass for access 10 the Building. Landlord will furnish passes to persons for whom Tenant
requests same in writing. Tenant shall be responsiblc for all persons for whom Tenant requests passes and shall be
liable to Landlord for all acts of such persons. The Landlord and his ageats shall in no case be liable for damages
for any emor with regard to the admission to or exclusion from the Building of any person. In case of invasion, mob,
ot public excitement, or other commtion, Landlord reserves the right to prevent access to the Building or the
Project during the continuance thercof by any means it decms appropriate for the safety and protection of life 2nd
property.

4. No fumiture, feight or equipment of any kind shall be brought into the Building without prior
notice to Landlord. All moving activiy into or out of the Building shall be scheduled with Landlord and done only
at such time and in such manner as Landlord designates. Landlord shall have the right to prescribe the weight, size
and position of all safes and other heavy property brought into the Buikding and also the times and manner of
moving the same in and out of the Building. Safes and other heavy objects shall, if considered necessary by
Landlord, stand on suppors of such thickness as is necessary to properly distrbute the weight. Landlord will not be:
responsible for lossof or damage to any such safe or property in any case. Any damage to any part of the Building,
its contents, occupants or visitors by moving or maintaining any such safe or other property shall be the sole
responsibiity and expensc of Tenant.

s No fumiture, packages, supplies, equipment or merchandisc will be received in the Building or
carried up or down in the elevators, except between such hours established by Landlord from time to fime, in such
‘specific clevator and by such personnel as shall be designated by Landlord.

6. The requirements of Tenaat wil be attended to only upon application at the management office for
the Project or at such office location designated by Landlord. Employees of Landlord shall niot perform any work or
o anything outside their regular dutics unless under special instructions from Landlord.

7. No sign, advertisemeat, notice or handbill shall be exhibited, distributed, painted or affixed by
‘Teaant on any part of the Premises or the Building without the prior writien consen of the Landlord. Tenant shall
ot isturb, solicit, peddic, or canvass any occupant of the Project and shall cooperate with Landlord and its agents
of Landlord to preveat same.

8. The tilet rooms, urinals, wash bowls and other apparatus shall not be used for any purpose other
than that for which they were constructed, and no foreign substance of any kind whatsocver shall be thrown therein.
‘The expense of any breakage, stoppage or damage resulting from the violation of this rule shall be bome by the
tenant who, or whose scrvants, employes, ageats, visitors o licensces shall have caused same.

9. Tenant shall not overload the floor of the Premises, nor mark, drive nails or screws, or drillinto,
the partitions, woodwork or drywall or in any way deface the Premises or any part thercof without Landlord's prior
writien consent. Tenant shall not purchase spring water, icc, towel, linen, maintenance o other like servicss from
any person or persons not approved by Landiord.

10 Except for vending machines intended for the sole use of Tenants employees and invitees, oo
vending machine or machines other than fractional horscpower office machines shall be installed, maintained or
operated upon the Premises without the written consent of Landlord.
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11 Exceptas otherwise set forth in and permitted under the Lease, Tenant shall not use or keep in or
on the Premises, the Building, or the Project any kerosene, gasoline, explosive material, corrosive material, material
‘capable of emitting toxic fumes, or other inflammable or combustible fluid chemical, substitute or material. Tenant
shall provide material safety data sheets for any Hazardous Material used or kept on the Premiscs.

12 Exceptas otherwise set forth in and permitted under the Lease, Tenant shall not without the prior
‘written consent of Landlord use any method of heating or air conditioning other than that supplied by Landlord.

13 Except as otherwise set forth in and permitied under the Lease, Tenant shall not use, keep or
permit 1o be used or kept, any foul or noxious gas or substance in or on the Premises, or permit or allow the.
Premises 10 be occupied or used in a manner offensive or objectionable to Landlord or other occupants of the Project
by reason of noise, odors, or vibratioas, or interfere with other temants or those having busincss thercin, whether by
the usc of any musical instrument, radio, phonograph, or in any other way. Tenant shall not throw anything out of
doors, windows or skylights or down passageways.

14, Tenant shall not bring into or keep within the Project, the Building or the Premises any animals,
birds, fish, aquariums, or, except in areas designated by Landlord, bicycles or other vehicles.

15, Except as otherwise set forth in and permitted under the Lease, no cooking shall be done or
‘permitted on the Premises, nor shall the Premises be used for the storage of merchandise, for lodging o for any
improper, objectionable or immoral purposes. Notwithstanding the forcgoing, Underwriters' laboratory-approved
equipment and microwave ovens may be used in the Premiscs for heating food and brewing coffee, tea, hot
chocolate and similar beverages for employees and visitors, provided that such usc is in accordance with all
‘applicable federal, tate, county and city laws, codes, ordinances, rulcs and regulations.

16, The Promises shall not be used for manufacturing o for the storage of merchandise except as such
storage may be incidental to the use of the Premiscs provided for in the Summary. Tenant shall not occupy or
‘permit any portion of the Premises o be occupied as an office for a messenger-type operation or dispatch office,
‘public stenographer or typit, or, except as otherwise set forth in and permitted under the Lease, for the manufacturc
or sale of liquor, narcotics, or tobacco in any form, or as a medical office, or as & barber or manicure shop, or as an
employment burcau without the express prior written conscat of Landlord. Tenant shall not engage or pay any
‘employees on the Premises except those actually working for such tenant on the Premiscs no advertise for laborers.
giving an address at the Premises.

17 Landlord reserves the right to exclude or expel from the Project any person who, in the judgment
of Landlord, s intoxicated or under the influcnce of liquor or drugs, or who shall in any manner do any act in
violation of any of these Rules and Regulations.

18, Tenant, its employees and agents shall not loiter in or on the entrances, comidors, sidewalks,
Tobbies, courts, halls, sairways, elevators, vestibules or any Common Areas for the purpose of smoking tobacco
products or for any other purpose, nor in any way obstruct such areas, and shall use them only as 2 means of ingress
and egress for the Premiscs.

19, Teoant shall not waste clectricity, water or air conditioning and agrees fo cooperate fully with
Landlord to cnsure the most cffective operation of the Building's heating and air conditioning system, and shall
refrain from atempting to adjust any controls. Tenant shall participate in recycling programs undertaken by
Landlord.

20, Tenant shallstoreall its trash and garbage within the inerior of the Premiscs. No material shall be
placed in the trash boxes or receptacles if such material i of such nature that it may not be disposcd of in the
ordinary and customary manner of removing and disposing of trash and garbage in Salt Lake City, Utah without
violation of any law or ordinance governing such disposal. All trash, garbage and refuse disposal shall be made only
through catry-ways and elevators provided for such purposcs at such times as Landlord shall designate. Tenant shall
‘make akemate arrangements, at Tenants cost, for the disposal of high volumes of trash in excess of the amouat
determined by Landlord to be an office tesant's typical volume of trash (ic., excessive moving boxes or shipping
‘materials). If the Premises is or becomes infested with vermin as a result of the use or any misuse or neglect of the:
Premises by Tenant, its agents, scrvants, employecs, contractors, visitors or licensees, Tenant shall forthwith, at
Tenants expense, cause the Premises to be exterminated from fime o time to the satisfaction of Landlord and shall
‘employ such licensed exterminators asshall be approved in wriing in advance by Landlord.

21, Tenant shall comply with all safety, fire protection and evacuation procedures and regulations
established by Landlord or any goveramental agency.

22 Any persons employed by Tenant to do janitorial work shall be subject to the prior writien
approval of Landlord, and while in the Building and outside of the Premises, shall be subject t0 and under the.
control and direction of the Building manager (but not as an agent or servant of such manager or of Landlord), and.
Tenant shall be responsible for all acts of such persons.

2. No awnings or other projection shall be attached t the outside walls of the Building without the
prior witten conseat of Landlord, and no curtains, blinds, shades or screeas shall be attached to or hung in, or used
in connection with, any window o door of the Premiscs other than Landlord standard drapes. All clectrical ceiling,
fixtures hung in the Premiscs or spaces along the perimeter of the Building must be fluoresceat and/or of a quality,
type, design and a warm white bulb color approved in advance in writng by Landiord. Neither the interior nor
exterior of any windows shall be coated or otherwise sunscreened without the prior written coaseat of Landlord.
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Tenant shall be responsible for any damage to the window film on the exterior windows of the Premises and shall
promply repair any such damage at Tenant' sole cost and expense. Tenant shall keep its window coverings closed
during any period of the day when the sun is shining directly 0n the windows of the Premises. Prior to leaving the
Premises for the day, Tenant shall draw or lower window coverings and extinguish all lights. Tenant shall abide by
Landiord's regulations conceming the opening and closing of window coverings which are attached to the windows
i the Premises, if any, which have a view of any interior portion of the Building or Common Arcas.

24. The sashes, sash doors, skylights, windows, and doors that reflect or admit light and air into the
halls, passageways or other public places in the Building shall not be covered or obstructed by Tenant, nor shall any
botles, parcels or other aricles be placed on the windowsills.

25, Tenant must comply with requests by the Landlord concerning the informing of their cmployees
ofitems of importance to the Landlord.

26.  Tenant must comply with all applicable "NO-SMOKING” or similar ordinances. If Teaant is
required under the ordinance to adopt a written smoking policy, a copy of said policy shall be on file in the office of
riges

27.  Tenant hereby acknowledges that Landlord shall have no obligation to provide guard service or
other sccurity measures for the beaefit of the Premises, the Building or the Project. Tenant hercby assumes all
responsibility for the protection of Tenant and its ageats, employees, contractors, invitees and guests, and the
‘property thereof, from acts of third parties,including keeping doors locked and other means of entry to the Premises
closed, whether or not Landlord, at its option, elects to provide security protection for the Project or any portion
thercof. Tenant further assumes the risk that any safety and security devices, services and programs which Landlord
elects, in its sole discretion, to provide may not be effective, or may malfunction or be circumvented by an
unauthorized third party, and Tenant shall, in addition to its other insurance obligations under this Lease, obtain its
own insurance coverage to the extent Teaant desires protection against losses related to such occurrences. Tenant
shall cooperate in any reasonable safety or security program developed by Landlord or required by law.

28 All office cquipment of any electrical or mechanical nature shall be placed by Tenant in the
Premises in settings approved by Landlord, to absorb or prevent any vibration, noise and annoyance.

29.  Tenant shall not use in any space or in the public halls of the Building, any hand trucks except
those equipped with rubber tires and rubber side guards.

30.  No auction, liquidstion, fire salc, going-out-of-business or bankruptcy sale shall be conducted in
the Premises without the prior written consent of Landlord.

3L No tenant shall use or permit the use of any portion of the Premises for living quarters, sleeping
‘apartments or lodging rooms.

32 Tenant shall not purchase spring water, towels, janitorial or maintenance or other similar services
from any company or persons not approved by Landlord. Landlord shall approve a sufficient number of sources of
such services to provide Tenant with a reasonable selection, but only in such instances and o such extent as
Landlord in is judgment shall consider consistent with the security and proper operation of the Building.

33 Tenant shall install and maintain, at Tenant's sole cost and expense, an adequate, visibly marked
and properly operational fire extinguisher next to any duplicating or photocopying machines or similar heat
producing cquipmeat, which may or may not contain combustible material, in the Premiscs.

34, Tenant shall not permit any portion of the Projest, including the Parking Facilities, to be used for
the washing, detailing or other cleaning of automobiles.

Landlord reserves the right at any time to change or rescind any one or more of these Rules and
Regalations, or to make such other and further reasonable Rules and Regulations as in Landlord's judgment may
from time to time be necessary for the management, safety, care and cleanliness of the Premises, Building, the
Common Areas and the Project, and for the preservation of good order therein, as well as for the convenience of
other occupants and tenants thercin; provided that (i) Landlord provides Tenant with written notice of any such
additional or modified Rules and Regulations and (i) any such additional or modified Rules and Regulations remain
subject (o the provisions of this Leasc and in the event of any conflict between the additional or modified Rules and
Regulations and the other provisions of this Lease, the later shall control. Landlord may waive any one or more of
these Rules and Regulations for the benefit of any particular tenants, but no such waiver by Landlord shall be
construcd as a waiver of such Rules and Regulations in favor of any other tenant, nor prevent Landlord from
thereafier enforcing any such Rules or Regulations against any or all tenants of the Project. Tenant shall be deemed
0 have read these Rules and Regulations and to have agreed t0 abide by them 25 a condition ofits occupancy of the
Premises.
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EXHIBITE
FORM OF LETTER OF CREDIT
(Letterhead of a money center bank
‘acceptable to the Landlord)
FAXNO.[()_- [tasert Bank Name And Address]
SWIFT: [lnsent No., if any]
'DATE OF ISSUE:
BENEFICIARY: APPLICANT:
[insert Beneficiary Name And Address] insert Applicant Name And Address]
LETTER OF CREDIT NO.
EXPIRATION DATE: AMOUNT AVAILABLE:
AT OUR COUNTERS 'USD(Insert Dollar Amount]
(US. DOLLARS [lasert Dollar Amount])
LADIES AND GENTLEMEN:
WE HEREBY ESTABLISH OUR IRREVOCABLE STANDBY LETTER OF CREDIT NO. N

YOUR FAVOR FOR THE ACCOUNT OF [Insert Tenant's Name], A [lnscrt Entity Type], UP TO THE
AGGREGATE AMOUNT OF USD{Insert Dollar Amount] ({Insert Dollar Amount] U.S. DOLLARS) EFFECTIVE
IMMEDIATELY AND EXPIRING ON __(Expiration Date) _ AVAILABLE BY PAYMENT UPON
PRESENTATION OF YOUR DRAFT AT SIGHT DRAWN ON [Inscrt Bank Name] WHEN ACCOMPANIED BY
‘THE FOLLOWING DOCUMENT(S):

L THE ORIGINAL OF THIS IRREVOCABLE STANDBY LETTER OF CREDIT AND
AMENDMENT(S), IF ANY.
2. BENEFICIARY'S SIGNED STATEMENT PURPORTEDLY SIGNED BY AN

AUTHORIZED REPRESENTATIVE OF [Insert Landlord's Namel, A [Insert Entity Type]
("LANDLORD") STATING THE FOLLOWING:

“THE UNDERSIGNED HEREBY CERTIFIES THAT THE LANDLORD, EITHER (A) UNDER
THE LEASE (DEFINED BELOW), OR (B) AS A RESULT OF THE TERMINATION OF
SUCH LEASE, HAS THE RIGHT TO DRAW DOWN THE AMOUNT OF USD

IN ACCORDANCE WITH THE TERMS OF THAT CERTAIN OFFICE LEASE DATED [Tasert
Lease Date], AS AMENDED (COLLECTIVELY, THE "LEASE'), OR SUCH AMOUNT
CONSTITUTES DAMAGES OWING BY THE TENANT UNDER SUCH LEASE TO
BENEFICIARY RESULTING FROM THE BREACH OF SUCH LEASE BY THE TENANT
THEREUNDER, AND SUCH AMOUNT REMAINS UNPAID AT THE TIME OF THIS
DRAWING."

OR

“THE UNDERSIGNED HEREBY CERTIFIES THAT WE HAVE RECEIVED A WRITTEN
NOTICE OF [Insert Bank Name]'S ELECTION NOT TO EXTEND ITS STANDBY LETTER

OF CREDIT NO. AND HAVE NOT RECEIVED A REPLACEMENT LETTER
OF CREDIT WITHIN AT LEAST SIXTY(60) DAYS PRIOR TO THE PRESENT
EXPIRATION DATE."

Or

“THE UNDERSIGNED HEREBY CERTIFIES THAT BENEFICIARY IS ENTITLED TO
DRAW DOWN THE FULL AMOUNT OF LETTER OF CREDIT NO. AS THE
RESULT OF THE FILING OF A VOLUNTARY PETITION UNDER THE US.
BANKRUPTCY CODE OR A STATE BANKRUPTCY CODE BY THE TENANT UNDER
THAT CERTAIN OFFICE LEASE DATED [Insert Lease Date], AS AMENDED
(COLLECTIVELY, THE "LEASE"), WHICH FILING HAS NOT BEEN DISMISSED AT THE
‘TIME OF THIS DRAWING."

OrR

“THE UNDERSIGNED HEREBY CERTIFIES THAT BENEFICIARY IS ENTITLED TO
DRAW DOWN THE FULL AMOUNT OF LETTER OF CREDIT NO. AS THE
RESULT OF AN INVOLUNTARY PETITION HAVING BEEN FILED UNDER THE US.
BANKRUPTCY CODE OR A STATE BANKRUPTCY CODE AGAINST THE TENANT
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UNDER THAT CERTAIN OFFICE LEASE DATED [lnsert Lease Datc], AS AMENDED
(COLLECTIVELY, THE "LEASE"), WHICH FILING HAS NOT BEEN DISMISSED AT THE
‘TIME OF THIS DRAWING.*

SPECIAL CONDITIONS:

PARTIAL DRAWINGS AND MULTIPLE PRESENTATIONS MAY BE MADE UNDER THIS STANDBY
LETTER OF CREDIT, PROVIDED, HOWEVER, THAT EACH SUCH DEMAND THAT IS PAID BY US
SHALL REDUCE THE AMOUNT AVAILABLE UNDER THIS STANDBY LETTER OF CREDIT.

ALL INFORMATION REQUIRED WHETHER INDICATED BY BLANKS, BRACKETS OR OTHERWISE,
MUST BE COMPLETED AT THE TIME OF DRAWING. [Picase Provide The Required Forms For Review, And
Attach As Schedules To The Letter Of Credit]

ALL SIGNATURES MUST BE MANUALLY EXECUTED IN ORIGINALS.
ALL BANKING CHARGES ARE FOR THE APPLICANT'S ACCOUNT.

IT IS A CONDITION OF THIS STANDBY LETTER OF CREDIT THAT IT SHALL BE DEEMED
AUTOMATICALLY EXTENDED WITHOUT AMENDMENT FOR A PERIOD OF ONE YEAR FROM THE
PRESENT OR ANY FUTURE EXPIRATION DATE, UNLESS AT LEAST SIXTY (60) DAYS PRIOR TO THE
EXPIRATION DATE WE SEND YOU NOTICE BY NATIONALLY RECOGNIZED OVERNIGHT COURIER
SERVICE THAT WE ELECT NOT TO EXTEND THIS CREDIT FOR ANY SUCH ADDITIONAL PERIOD.
SAID NOTICE WILL BE SENT TO THE ADDRESS INDICATED ABOVE, UNLESS A CHANGE OF
ADDRESS IS OTHERWISE NOTIFIED BY YOU TO US IN WRITING BY RECEIPTED MAIL OR COURIER.
ANY NOTICE TO US WILL BE DEEMED EFFECTIVE ONLY UPON ACTUAL RECEIPT BY US AT OUR
DESIGNATED OFFICE. IN NO EVENT, AND WITHOUT FURTHER NOTICE FROM OURSELVES, SHALL
THE EXPIRATION DATE BE EXTENDED BEYOND A FINAL EXPIRATION DATE OF __(Expiration
Dae) .

‘THIS LETTER OF CREDIT IS TRANSFERABLE ONE OR MORE TIMES, BUT IN EACH INSTANCE TO A
SINGLE TRANSFEREE (‘TRANSFEREE") AND ONLY IN THE FULL AMOUNT AVAILABLE TO BE
DRAWN UNDER THE LETTER OF CREDIT AT THE TIME OF SUCH TRANSFER, ASSUMING SUCH
TRANSFER TO SUCH TRANSFEREE IS IN COMPLIANCE WITH ALL APPLICABLE US. LAWS AND
REGULATIONS. AT THE TIME OF TRANSFER, THE ORIGINAL LETTER OF CREDIT AND ORIGINAL
AMENDMENT(S) IF ANY, MUST BE SURRENDERED TO US TOGETHER WITH OUR TRANSFER FORM
(AVAILABLE UPON REQUEST) AND PAYMENT OF OUR CUSTOMARY TRANSFER FEES BY
APPLICANT. IN CASE OF ANY TRANSFER UNDER THIS LETTER OF CREDIT, THE DRAFT AND ANY
REQUIRED STATEMENT MUST BE EXECUTED BY THE TRANSFEREE AND WHERE THE
BENEFICIARY'S NAME APPEARS WITHIN THIS STANDBY LETTER OF CREDIT, THE TRANSFEREES
NAME IS AUTOMATICALLY SUBSTITUTED THEREFOR_

ALL DRAFTS REQUIRED UNDER THIS STANDBY LETTER OF CREDIT MUST BE MARKED: "DRAWN
UNDER [lnsert Bank Name] STANDBY LETTER OF CREDIT NO.

'WE HEREBY AGREE WITH YOU THAT IF DRAFTS ARE PRESENTED TO [Insert Bank Name] UNDER
"THIS LETTER OF CREDIT AT OR PRIOR TO [Insert Time — (e.g., 11:00 AM)], ON A BUSINESS DAY, AND
'PROVIDED THAT SUCH DRAFTS PRESENTED CONFORM TO THE TERMS AND CONDITIONS OF THIS
LETTER OF CREDIT, PAYMENT SHALL BE INITIATED BY US IN IMMEDIATELY AVAILABLE FUNDS
BY OUR CLOSE OF BUSINESS ON THE SUCCEEDING BUSINESS DAY. IF DRAFTS ARE PRESENTED
TO (Insert Bank Name] UNDER THIS LETTER OF CREDIT AFTER [Insert Time — (e, 1100 AM)], ON A
BUSINESS DAY, AND PROVIDED THAT SUCH DRAFTS CONFORM WITH THE TERMS AND
CONDITIONS OF THIS LETTER OF CREDIT, PAYMENT SHALL BE INITIATED BY US IN
IMMEDIATELY AVAILABLE FUNDS BY OUR CLOSE OF BUSINESS ON THE SECOND SUCCEEDING
'BUSINESS DAY. AS USED IN THIS LETTER OF CREDIT, "BUSINESS DAY" SHALL MEAN ANY DAY
OTHER THAN A SATURDAY, SUNDAY OR A DAY ON WHICH BANKING INSTITUTIONS IN THE
STATE OF UTAH ARE AUTHORIZED OR REQUIRED BY LAW TO CLOSE. IF THE EXPIRATION DATE
FOR THIS LETTER OF CREDIT SHALL EVER FALL ON A DAY WHICH IS NOT A BUSINESS DAY THEN
SUCH EXPIRATION DATE SHALL AUTOMATICALLY BE EXTENDED TO THE DATE WHICH IS THE
'NEXT BUSINESS DAY.

PRESENTATION OF A DRAWING UNDER THIS LETTER OF CREDIT MAY BE MADE ON OR PRIOR TO
THE THEN CURRENT EXPIRATION DATE HEREOF BY HAND DELIVERY, COURIER SERVICE,
OVERNIGHT MAIL, OR FACSIMILE. PRESENTATION BY FACSIMILE TRANSMISSION SHALL BE BY
TRANSMISSION OF THE ABOVE REQUIRED SIGHT DRAFT DRAWN ON US TOGETHER WITH THIS
LETTER OF CREDIT TO OUR FACSIMILE NUMBER, (Insert Fax Number — () __-__], ATTENTION:
[Insert Appropriate Recipient], WITH TELEPHONIC CONFIRMATION OF OUR RECEIPT OF SUCH
FACSIMILE TRANSMISSION AT OUR TELEPHONE NUMBER [lasert Telephooe Number —(__) _-__]
OR TO SUCH OTHER FACSIMILE OR TELEPHONE NUMBERS, AS TO WHICH YOU HAVE RECEIVED
WRITTEN NOTICE FROM US AS BEING THE APPLICABLE SUCH NUMBER. WE AGREE TO NOTIFY
YOU IN WRITING, BY NATIONALLY RECOGNIZED OVERNIGHT COURIER SERVICE, OF ANY
CHANGE IN SUCH DIRECTION. ANY FACSIMILE PRESENTATION PURSUANT TO THIS PARAGRAPH
SHALL ALSO STATE THEREON THAT THE ORIGINAL OF SUCH SIGHT DRAFT AND LETTER OF
CREDIT ARE BEING REMITTED, FOR DELIVERY ON THE NEXT BUSINESS DAY, TO [Inscrt Bank Name]
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AT THE APPLICABLE ADDRESS FOR PRESENTMENT PURSUANT TO THE PARAGRAPH FOLLOWING
‘THIS ONE.

WE HEREBY ENGAGE WITH YOU THAT ALL DOCUMENT(S) DRAWN UNDER AND IN COMPLIANCE
'WITH THE TERMS OF THIS STANDBY LETTER OF CREDIT WILL BE DULY HONORED IF DRAWN AND
PRESENTED FOR PAYMENT AT OUR OFFICE LOCATED AT [Insert Bank Name], [Insert Bank Address],
ATIN: [lnsert Appropriate Recipient], ON OR BEFORE THE EXPIRATION DATE OF THIS CREDIT,

(Expiration Date) .

[Insert Name of Issuing Bank] SHALL REPLACE THE ORIGINAL OF THIS LETTER OF CREDIT WITH A
REPLACEMENT LETTER OF CREDIT IF SUCH ORIGINAL IS LOST, STOLEN, MUTILATED, OR
DESTROYED PRIOR TO FULL DRAWING UPON PRIOR RECEIPT BY [Insert Name of Issuing Baok] OF
ANY FEES CHARGED BY IT AND AN AFFIDAVIT OF LOST LETTER OF CREDIT AND INDEMNITY,
EXECUTED BY BENEFICIARY, ACCEPTABLE TO [lnsert Name of Issuing Bank] IN ITS SOLE
DISCRETION. ANY BANK CHARGES FOR SUCH REPLACEMENT SHALL BE PAYABLE BY THE
BENEFICIARY.

EXCEPT SO FAR AS OTHERWISE EXPRESSLY STATED HEREIN, THIS STANDBY LETTER OF CREDIT
IS SUBJECT TO THE "INTERNATIONAL STANDBY PRACTICES" (ISP 98) INTERNATIONAL CHAMBER
OF COMMERCE (PUBLICATION NO. 590).

Very truly yours,

(Name of Issuing Bank)

By:
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EXHIBIT G
DECLARATION

‘The term "Declarations” as used in this Lease shall mean, together, the following:

) Notice Of Adoption Of Redevelopment plan Eatitled "Depot District Redevelopment Project Area Plan, dated
October 15, 1998, recorded October 22, 1998 as Eatry No. 7127194 in Book 8133 at Page 1835 of the Official
Records, as amended and affected by an Amended Notice Of Adoption Of Redevelopment Plan Entitied "Depot
Distrct Redevelopment Project Area Plan”, dated October 15, 1998, recorded May 6, 1999 as Eatry No. 7345726 in
Book 8275 at Page 1402 of the Official Records;

(i) Easemeat Agreement (With Boundary Agreement), dated Janvary 3, 2000, recorded January 13, 2000 as Eatry
No. 7553961, in Book 8336, at Page 1170 of the Official Records, as ameaded and/or otherwisc affected by that
certain Omnibus Amendment To City Project Agreements, recorded April 22, 2013 as Eniry No. 11622650, in Book
10129, at Page 5755 of the Official Records, as amended and/or otherwise affected by that certain Affdavit, dated.
February 21, 2001, executed by BRIAN GOCHNOUR, recorded February 26, 2001 as Eatry No.7828965, in Book
8427, at Page 4667 of the Official Records;

(iii) Amended And Restated Partcipation And Reimbursement Agreemeat, dated as of May 30, 2006, recorded June
8, 2006 2s Eatry No. 9747342, in Book 9305, at Page 5127 of the Official Records, as amended and/or otherwise
affected by that certain First Amendment To Amended And Restated Participation And Reimbursement Agrecment,
recorded April 22, 2013 as Entry No. 11622649, in Book 10129, at Page 5750 of the Official Records;

() Rio Grande Street Grant Of Easemeat, dated January 3, 2000, recorded January 13, 2000 as Entry No. 7553963,
in Book 8336, at Page 1217 of the Official Records, as corrected by an Affidavit recorded August 7, 2000 as Entry
No. 7693049, in Book 8379 at Page 5484 of the Official Records, as amended, supplemented and otherwise affected.
by that centain First Amendment To Rio Grande Street Grant Of Easement, recorded May 6, 2005 as Entry No.
9370280, in Book 9128, at Page 481 of the Official Records, and by that certain Second Amendmeat to Rio Grande
Street Grant OF Easement, recorded December 20, 2007 as Entry No. 10305320, in Book 9550, at Page 5547 of the
Official Records, and by that certain Joint Omnibus Amendment To Project Agreements, recorded April 22, 2013 as
Eniry No. 11622651, in Book 10129, at Page 5760 of the Official Records:

(v) Plaza Pedestrian And Public Use Easement And Programming Agreement, dated December 23, 1999, recorded
January 13, 2000 as Entry No. 7553964, in Book 8336, at Page 1240 of the Official Records, as corected by an
Affidavit recorded August 7, 2000 as Entry No. 7693049, in Book 8379 at Page 5484 of the Official Records, and as
amended, supplemented and otherwise affected by that certain First Amendment To Plaza Pedestrian And Public
Use Easement And Programming Agreemeat, recorded May 6, 2005 as Entry No. 9370282, in Book 9128, at Page
506 of the Official Records, and by that certain Joint Omnibus Amendment To Project Agreemeats, recorded April
22,2013 as Entry No. 11622651, in Book 10129, at Page 5760 of the Official Records;

(vi) North Temple Frontage Road Grant Of Easement, dated December 23, 1999, recorded January 13, 2000 as
Enry No. 7553965, in Book 8336, at Pagc 1263 of the Offcial Records, as comrected by an Affidavit recorded
August 7, 2000 as Eatry No. 7693049, in Book 8379 at Page 5484 of the Official Records, and as amended,
supplemented and otherwise affected by that certain First Ameadment To North Temple Frontage Road Grant OF
Easement, recorded May 6, 2005 as Entry No. 9370279, in Book 9128, at Page 466 of the Official Records, and by
that certain Joint Omaibus Amendmeat To Project Agreements, recorded April 22, 2013 as Eniry No. 11622651, in
Book 10129, at Page 5760 of the Official Records;

(vii) Depot Pedestrian And Public Use Easement, dated December 23, 1999, recorded January 13, 2000 as Entry No.
7553966, in Book 8336, at Page 1284 of the Official Records, 2s amended, supplemented and otherwisc affected by
that certain First Amendment To Depot Pedestrian And Public Use Easement, recorded May 6, 2005 as Entry No.
9370281, in Book 9128, at Page 497 of the Official Records;

(il Hotel Pedestrian Easement, dated December 23, 1999, recorded January 13, 2000 as Eatry No. 7553967, in
Book 8336, at Page 1302 of the Offcial Records, as amended, supplemented and otherwise affeced by that certsin
First Amendmeat To Hotel Pedestrian Eascment Now Known As Walkway Easemeat, recorded May 6, 2005 a5
Entry No. 9370283, in Book 9128, at Page 525 of the Offical Records;

(i) Parks Blocks Agreement, dated as of July 5, 2000, recorded July 7, 2000 as Entry No. 7674967, in Book 8373,
at Page 5614 of the Official Records, as amended and/or otherwise affccted by that ceriain Omnibus Ameadment To
City Project Agreements, recorded April 22, 2013 as Enry No. 11622650, in Book 10129, at Page 5755 of the
Official Records;

(%) Declaration And Establishment OF Protective Coveants, Conditions And Restrictions And Grant Of Easements,
dated as of December 15, 2000, recorded December 27, 2000 as Entry No. 7787548, in Book 8410, at Page 8311 of
the Official Records, as amended and/or otherwise affected by that certain First Amendment To Declaration And
Estblishment Of Protective Covenants, Conditions And Restictions And Grant Of Easemeats, recorded March 1,
2001 as Entry No. 7833680, in Book 8430, at Page 1766 of the Official Records, and by that certain Sccond
Ameadment To Declaration And Establishmeat Of Protective Covenants, Conditions And Restrictions And Grant
Of Easemeats, recorded May 6, 2005 as Entry No. 9370284, in Book 9128, at Page 536 of the Official Records;

(xi) Amended and Restated Declaration of Condominium Gateway Block C1 Condominium Project, recorded April
27,2001 as Entry No. 7881708, in Book 8450, at Page 4761 of the Official Records, as said Amended And Restated
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Declaration was amcaded and/or otherwise affected by that certain First Amendment to Amended and Restated
Declaration of Condominium Gateway Block C1 Condominium Project, recorded February 15, 2011 as Eatry No.
11134756, in Book 9905, at Page 6380 of the Official Records;

(xii) Amended And Restated Declaration Of Condominium Gateway Block C2 Condominium Project, recorded
‘April 27,2001 as Entry No. 7881709, in Book 8450, at Page 4843 of the Official Records;

(xiif) Declaration Of Condominium Gateway Block A Condominium Project, recorded February 26, 2001 as Entry
No. 7828969, in Book 8427, at Page 4676 of the Official Records;

iv) Declaration Of Condominium Gateway Block B Condominium Project, recorded February 26, 2001 as Entry
No. 7828971, in Book 8427, at Page 4752 of the Official Records, as amended or otherwise affected by that cerain
First Amendment To Declaration Of Condominium Gateway Block B Condominium Project And Amendment Of
Record Of Survey Map, recorded May 16, 2002 as Entry No. 8235748, in Book 8598 at Page 7012, of the Official
Records, and by that certain Second Amendment To Declaration Of Condominium Gateway Block B Condominium
Project And Amendment Of Record Of Survey Map, recorded July 20, 2004 s Entry No. 9125323, in Book 9016 at
Page 2655;

(xv) Declaration Of Covenanis, Conditions And Restrictions Re Commercial Shared Maintenance, dated as of
February 28, 2001, as evidenced by that certain Memorandum Of Declaration Of Covenants, Conditions And
Restrictions Re Commercial Shared Maintenance (Gateway), recorded March 1, 2001 as Entry No. 7833681, in
Book 8430, at Page 1770 of the Official Records, and by that cormin First Amendment To Memorandum Of
Declaration Of Covenants, Conditions And Restrictions Re Commercial Shared Maintenance, recorded May 6, 2005
a5 Entry No. 9370286, in Book 9128, at Page 563 of the Official Records, and by thal certain Consent and
Acknowledgment of Inland Westem Salt Lake City Gateway, L.LC., recorded September 25, 2013 as Entry No.
11730200, in Book 10180, at Page 1552 of the Official Records;

(xvi) Declaration Of Easements, dated as of September 1, 2001, recorded April 7, 2003 as Entry No. 8600407, in
'Book 8772, at Page 5889 of the Official Records;

(xvii) Covenant Agrecment, dated s of February 28, 2003, recorded April 7, 2003 as Entry No. 8600408, in Book
8772, at Page 5901 of the Official Records;

(xviii) unrecorded Parking License Agreement dated April 8, 2002, unrecorded First Amendment to Parking License:
Agreement dated as of July 9, 2002, and unrecorded Central Plant Participation Agreement dated June 1, 2002, cach
as disclosed by that cetain Parking License, Parking Access, Central Plant Participation And Subordination
Agreement, dated as of June 16, 2003, recorded Junc 16, 2003 as Entry No. 8691592, in Book 8818, at Page 5955 of
the Official Records;

(xix) Parking License Agreement, dated October 6, 2003, recorded October 10, 2003 as Eatry No. 8848851, in Book
8894, at Page 9334 of the Official Records, as amended, supplemented and otherwise affected by that cerain First
Amendment To Parking License Agrecment (Gateway Office 3), dated May 5, 2005, recorded May 6, 2005 as Entry
No. 9370289, in Book 9128, at Page 580 of the Official Records: (xx) Agreement For Construction And Subsequent
Acquisition Of Retail Unit 4, Gateway Block A Condominium, For The Purpose Of Operating A Planctarium And
Presenting Large Screen Motion Picture Feanures, dated February 13, 2002, recorded June 8, 2004 as Entry No.
9084123, in Book 8998, at Page 4901 of the Official Records;

(xi) Parking License Agreement, dated June 30, 2004, recorded July 20, 2004 as Entry No. 9125321, in Book 9016,
at Page 2635 of the Official Records, as amended, supplemented and otherwise affected by that certain First
Amendment To Parking Licease Agreement, dated May 5, 2005, recorded May 6, 2005 as Entry No. 9370288, in
Book 9128, at Page 573 of the Official Records;

(i) Air Space Easement Agreement, dated as of May S, 2005, recorded May 6, 2005 as Entry No. 9370290, in
Book 9128, at Page 586 of the Official Records;

(exi) Encroachment Agreement, dated as of May 5, 2005, recorded May 6, 2005 as Entry No. 9370291, in Book
9128, at Page 595 of the Official Records;

(xxiv) Declaration Of Covenants, Restrictions And Easements (The Gateway-Retail Parcels), recorded May 6, 2005
as Entry No. 9370292, in Book 9128, at Page 605 of the Official Records, as amended by that certain Amendment
‘To Declaration Of Covenants, Restrictions And Easemeats, recorded May 31, 2005 as Entry No. 9390612, in Book
9137, at Page 7862 of the Official Records;

(xxv) Declaration Of Easement (Emergency Ingress & Egress), dated as of January 6, 2006, recorded January 10,
2006 as Eniry No. 9606025, in Book 9241, at Page 9418 of the Official Records;

(xxvi) Parking License Agreement, dated December 15, 2006, recorded December 26, 2006 s Entry No. 9951937,
inBook 9399, at Page 9815 of the Official Records;

(i) Easement, recorded December 4, 2007 as Entry No. 10291031, in Book 9544, at Page 1216 of the Official
Records;

(xviii) Declaration Of Bridge Covenants And Easements (The Gateway--Retail Parcels), dated October 3, 2007,
recorded January 22, 2008 as Entry No. 10328082, in Book 9561, at Page 1129 of the Official Records;
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(xxix) Easement, recorded January 22, 2008 as Eatry No. 10328083, in Book 9561, at Page 1144 of the Official
Records;

(xxx) Parking License Agreement, dated March 20, 2006, the existence of which is disclosed of record by that
certain Memorandum Of Parking License Agreement recorded October 22, 2012 as Entry No. 11496303, in Book
10068, at Page 3312 of the Official Records;

() Central Phant Partcipation Agreement, dated October 6, 2003, recorded October 10, 2003 as Entry No.
8848852, in Book 8894, at Pag 9344 of the Official Records;

(xxii) Central Plan Partcipation Agreement, dated June 30, 2004, recorded July 20, 2004 as Entry No. 9125322,
in Book 9016, at Page 2645 of the Official Records; and

(it all amendments, modifications, extensions and rencwals and replacemens thereof: all of which shall be
superior to this Lease, binding upon the Project and run with the land.
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EXHIBITH

FORM OF TENANT'S ESTOPPEL CERTIFICATE

‘The undersigned 2s Tenant under that certain Office Lease (the “Lease”) made and entered into as of
201_by and between. s Landlord, and the undersigned as Tenant, for Premises on.
e~ floor(s) of the office building located at

cenifies as follows:

1 Attached hereto as Exhibit A is a true and correct copy of the Lease and all amendments and
‘modifications thereto. The documents contained in Exhibit A represent the entire agreement between the parties as
0 the Premises.

2. The undersigned currently occupics the Premiscs described in the Lease, the Lease Term
commenced on and the Lease Term expires on , and, except asset forth in the Lease, the
undersigned has 5o option to terminate o cancel the Lease or to purchase all or any part of the Premiscs, the
Buikding and/or the Project.

3 Base Reat became payable on

4. The Lease s in full force and effect and has not been modified, supplemented or amended in any
‘way exceptas provided in Exhibit A

5. Tenant has not transferred, assigned, or sublet any portion of the Premises nor entered into any
Ticense or concession agrecments with respect thereto except as follows:

6. All montly installments of Base Reat, all Additional Rent and all monthly installments of
estimated Additional Rent have been paid when due through . The curreat monthly installment of
Base Reatis S 3

7. All conditions of the Lease to be performed by Landlord necessary o the enforceability of the
Lease have been satisfied 2nd, 10 the undersigned's actual knowledge, Landlord is not in default thercunder.  In
addition, the undersigned bas not delivered any notice to Landlord regarding 2 default by Landlord thereunder.

8. Norental has been paid more than thirty (30) days in advance and no sccurity has been deposited
with Landlord except as provided inthe Lease.

9. As of the daie hereof, there are no cxisting defenses or offsets, or, to the undersigned's actual
knowledge, claims or any basis for a claim, that the undersigned has against Landlord.

10 If Tenant is a corporation or parmership, each individual executing this Estoppel Certificate on
behalf of Tenant hereby represeats and warrants that Tenant is @ duly formed and cxisting entity qualified to do
business in Utah and that Tenant has full right and authority to cxceute and deliver this Estoppel Certificate and that
‘each person signing 0 behalf of Tenant is authorized to do so.

11 There arc no actions pending against the undersigned under the bankrupicy or similar laws of the
United States or any state.

12. Other then in compliance with all applicable laws and incidental to the ordinary course of the use:
of the Premises, the undersigned has not used or stored any hazardous substances in the Premises.

13 Tothe undersigned's actual knowledge, ll tenant improvement work to be performed by Landlord
under the Lease has been completed in accordance with the Lease and has been accepted by the undersigned and all
reimbursements and allowances due to the undersigned under the Lease in connection with any tenant improvement
‘work have been paid in full.

The undersigned acknowledges that this Estoppel Certificate may be delivered to Landlord or to
prospective mortgagee or prospective purchaser, and acknowledges that said prospective mortgagee or prospective
purchaser will be rlying upon the statemeats contained herein in making the loan or acquiring the property of which
the Premises are a part and that receipt by it of this certificate is a condition of making such loan or acquiring such
property.

[Remainder of Page Intentionally Blank]
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‘This Estoppel Certificate has been exccuted by the undersigned on the ___ day of 201

“Tenant":

osestuse
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OFFICE LEASE

VESTAR GATEWAY, LLC,
‘2 Delaware limited liability company,
as Landlord,
and
RECURSION PHARMACEUTICALS, INC.,
2 Delaware corporation,

as Tenant.
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FIRST AMENDMENT TO LEASE

THIS FIRST AMENDMENT TO LEASE (this "Amendment”) is dated as of Septemberzf
2018, between VESTAR GATEWAY, LLC, a Delaware limited liability company (“Landlord"), and
RECURSION PHARMACEUTICALS, INC., a Delaware corporation (“Tenant").

RECITALS

A Landlord and Tenant are parties to a lease dated as of November 13, 2017 (the "Lease"),
pursuant to which Tenant leases from Landlord certain premises (the "Premises") consisting of a two (2)
story office building containing approximately 99,172 rentable square feet of space, commonly known as
Station 41 at The Gateway, 41 South Rio Grande, Salt Lake City, Utah. Capitalized terms not otherwise
defined in this Amendment shall have the meanings given them in the Lease.

B. Pursuant to Section 2.4 of Exhibit B to the Lease, Tenant had the right to increase the
Tenant Improvement Allowance by up to $10.00 per rentable square foot of the Premises (i.e.,
$991,720.00) (the actual amount of such increase being referred to as the "Additional Allowance"). The
parties agreed that once the actual amount of the Additional Allowance was determined, the monthly Base
Rent payable by Tenant for the Premises would be increased by the amortized value of such amount. The
actual amount of the Additional Allowance has now been determined and that amount is the entire $10.00
per rentable square foot of the Premises (i.e., $991,720.00). Accordingly, the monthly Base Rent payable
by Tenant shall increase by $12,032.30 per month in order to amortize the Additional Allowance over the
Lease Term.

C. Landlord and Tenant now desire to amend the Lease to (i) adjust the Base Rent payable
by Tenant for the Premises pursuant to the Lease, and (i) modify the location of Tenant's reserved
parking spaces, all upon and subject to the terms and conditions set forth herein

NOW, THEREFORE, in consideration of the foregoing, the parties hereto agree as follows:
1. Base Rent. Effective as of the date of this Amendment, the rental chart set forth in

Section 4.1 of the Summary of Basic Lease Information in the Lease is hereby deleted in its entirety and
replaced with the following:

Monthly Installment Monthly Installment
of Base Rent Based on of Base Rent Based on
Period Partial Premises for First Five Years Entire Premises

06/01/18 - 05/31/19 $221,110.68 $247,565.80
06/01/19 - 05/31/20 $227,383.03 $254,631.81
06/01/20 - 05731721 $233,843.55 $261,909.79
06/01/21 - 05/31/22 $240,497.89 $269,406.12
06/01/22 - 05/31/23 $247,351.85 $277,127.33
06/01/23 - 05/31724 $285,080.18 $285,080.18
06/01/24 - 05/31/25 $293,271.62 $293,271.62
06/01/25 - 05/31/26 $301,708.80 $301,708.80
06/01/26 - 05/31/27 $310,399.09 $310,399.09

1085499 03/5F
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06/01727 - 05/31/28 $319,350.09 $319,350.09

*During the period from June 1, 2018 through May 31, 2023 (the "Reduced Rent
Period"), Tenant shall only be required to pay Base Rent on 88,033 rentable square feet of the Premises
(rather than on the entire 99,172 rentable square feet), as shown in the second column of the rental chart
above. The "Reduced Rent Amount" refers to the amount of Base Rent that Tenant is not paying for the
entire Premises (i.e., the remaining 11,151 rentable square feet) during the Reduced Rent Period.
Landlord shall have the right to purchase the Reduced Rent from Tenant pursuant to Section 3.2 of the
Lease, in which case, from and after the date such payment is received, Base Rent shall be payable by
Tenant as shown in the third column of the rental chart above.

‘Within ten (10) days after the execution of this Amendment, Tenant shall pay Landlord
such additional increased Base Rent described Recital B above which is applicable for June 2018, July
2018 and August 2018 (and September 2018 if applicable).

2. Reserved Parking Spaces. ExhibitI to the Lease is hereby deleted in its entirety and
replaced with Exhibit A attached hereto, it being acknowledged that the Reserved Parking Area is shown
highlighted in yellow on Exhibit A attached hercto.

3. No Offer. Submission of this instrument for examination and signature by Tenant does
not constitute an offer to amend the Lease or a reservation of or option to amend the Lease, and this
instrument is not effective as a lease amendment or otherwise until executed and delivered by both
Landlord and Tenant.

4. Lease in Full Force and Effect. Except as provided above, the Lease is unmodified
hereby and remains in full force and effect.

S Counterparts. This Amendment may be executed in multiple counterparts, each of which

shall be deemed an original and all of which together shall constitute but one and the same First
Amendment.

[Signatures appear on the following page]
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IN WITNESS WHEREOF, the parties have executed this Amendment as of the date and year first
above written.
LANDLORD:

VESTAR GATEWAY, LLC,
a Delaware limited liability company
By: SLC Gateway Retail, LLC,

a Delaware limited liability company,
its Sole Member

By: VGSLM, LLC,
a Delaware limited liability company,
its Managing Member

By:
Name:
Title: Manager Manager

TENANT:

RECURSION PHA] \CEUTICALS, INC.,

1065499 03/5F 3
373398.00076/8-31- 18/mblacd o
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SECOND AMENDMENT TO OFFICE LEASE

THIS SECOND AMENDMENT TO OFFICE LEASE (this "Amendment”) is made and entered
into as of the 13th day of November, 2019 (the “Amendment Effective Date”) by and between VESTAR
GATEWAY, LLC, a Delaware limited liability company ("Landlord”) and RECURSION
PHARMACEUTICALS, INC., a Delaware corporation ("Tenant").

RECITALS:

A Landlord and Tenant have previously executed and delivered that certain Office Lease
dated November 13, 2017, as amended by that certain First Amendment to Lease dated September 25,
2018 (collectively, the "Lease") with respect to certain Premises more particularly described therein.

B. Landlord and Tenant have agreed to modify the Lease, subject to and in accordance with
the further terms, covenants and provisions of this Amendment.

NOW, THEREFORE, in consideration of the exccution and delivery of the Lease, the foregoing
Recitals, the mutual agreements, covenants and promises contained in this Amendment and other good
and valusble considerations, the receipt, sufficiency and validity of which are hereby acknowledged,
Landlord and Tenant agree as follows:

1 Definitions. Capitalized terms used in this Amendment without definition shall have the
‘meanings assigned to such terms in the Lease unless the context expressly requires otherwise.

2. Additionsl Premises.

(2) In addition to and together with the Premises, from and afler the Additional Premises Rent
Commencement Date (as defined in Paragraph4 below), Landlord leases to Tenant and
Tenant leases from Landlord that certain Additional Premises (herein so called) consisting of
approximately five thousand five hundred forty-seven (5,547) square feet of Floor Area and
identified as the "Additional Premises” on the Site Plan attached hereto as Exhibit “A.”
together with the “Outdoor Play Arca” identificd on the Site Plan attached as “Exhibit C-17
From and after the Additional Premises Rent Commencement Date, references in the Lease to
the "Premises" shall be deemed to include the "Additional Premises” and Tenant's use, lease
and occupancy of the Additional Premises shall be subject to all of the terms, covenants and
provisions of the Lease, except as expressly set forth in this Amendment. The term of
Tenant's lease of the Additional Premises shall be coterminous with the Lease.

(b) Landlord consents to entry by Tenant in the Additional Premises from and afier completion by
Landlord of the Sewer Work described in Paragraph 8 hereof for the purposes of readying the
Additional Premises for Tenant's business operations. Tenant acknowledges that the (i)
indemnification and waiver provisions of Article 10 of the Lease, (ii) the waiver of
subrogation provisions of Section 10.5 of the Lease, and the insurance provisions of Article 10
of the Lease, apply to Tenant's entry in the Additional Premises.

3. Use The Additional Premises shall be used solely for a daycare facility operated by
Bright Horizons Family Solutions or its affiliate (or such other licensed day-care provider chosen by
‘Tenant, which may or may not be a third-party); provided, however, the Additional Premises may be used
for the purposes expressly set forth in Aticle 5 of the Lease upon Tenant providing advance written notice
o Landlord of such change, and for no other purpose.

4. BascRent From and afier the carlier of (a) the date the Additional Premises opens for
business, and (b) the date that is 180 days after Tenant obtains the necessary building permits for the
Additional Tenant Improvements (as defined below) (which date shall be no later than the date that is 270
days afier the Amendment Effective Date, subject to Tenant’s extension rights set forth below) (the
“Additional Premises Rent Commencement Date”), Base Rent shall be payable with respect to the
Additional Premises in accordance with the schedule of Base Rent set forth below; provided, however,
‘Tenant may extend the Additional Premises Rent Commencement Date upon written notice to Landlord
up to ninety (90) additional days to allow for completion of Tenant’s Work (as defined below) so long as
‘Tenant has commenced and continues to diligently prosecute such work to completion. No Rent shall be
due or payable with respect to the Outdoor Play Area.

568373886011221854284.¥12
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Month of Lease Term Monthly Rental | Annual Rental | Annual Rental Rate
Per Square Foot |
“Additional Premises Rent

Commencement Date - 12 $13,174.13 5158,089.50 $28.5000

1324 513.569.35 5162.832.19 293550

2536 $13.976.43 S167.717.15 5302357

3748 $14,395.72 $172,748.67 $31.1427

49-60 $14,827.59 $177.931.13 $32.0770

6172 $15,272.42 5183.269.06 $33.0393

73847 $15.730.59 S188.767.13 $34.0305

*Tenant acknowledges that the Lease Term expires on May 31, 2028.

5. Termination of Lease. Tenant may terminate the Lease, but only with respect to the
Additional Premises, from and afier on the date that is three (3) years from the Amendment Effective
Date. On the effective date of such termination, and as a condition to such termination, Tenant shall pay to
Landlord an amount equal to the unamortized Additional Premises Allowance (as defined in Paragraph 9
hereof) and the unamortized brokerage commissions paid by Landlord in connection with the exccution of
this Amendment, as of the effective date of such termination amortized in accordance with the terms of
Section 2.4 of the Lease.

6. Central Plant Charges. From and after the Additional Premises Rent Commencement
Date, Tenant shall pay to Landlord Two and 75/100 Dollars ($2.75) per square foot of floor area of the
Additional Premises per annum for costs incurred by Landlord to provide heated and chilled water from
the central plant, and which shall b payable in twelve (12) equal monthly installments during cach year of
the Lease Term, in advance, on the first day of each calendar month, without setoff o deduction, notice or
demand, together with Tenant’s monthly payments of Base Rent.

7. Opemting Expenses. Taxes — Additional Premises. Tenant acknowledges that its
obligation for payments for Direct Expenses, Operating Expenses and Tax Expenses with respect fo the
Additional Premises shall be calculated differently than its obligations for Direct Expenscs, Operating
Expenses and Tax Expenses with respect to the original Premises (as is set forth in Article 4 of the Lease).
Accordingly, Landlord and Tenant hereby agree as follows:

(a) Operating Expenses. Operating Expenses with respect to the Additional Premises shall be
prorated in the following manner: A portion of the Project is or will be owned or leased by
occupants of buildings having a floor area of ten thousand (10,000) square feet or more
(the “Major Tenants™). The contributions of the Major Tenants towards the Operating
Expenses shall be credited toward payment of the entirety of the Operating Expenses and the
balance of the Operating Expenses shall be prorated in the following manner. From and after
the Additional Premises Rent Commencement Date, Tenant shall pay to Landlord, on the first
day of cach calendar month, an amount estimated by Landlord to be Tenant’s share of the
Operating Expenses. This estimated moathly charge may be adjusted by Landlord at the end
of any calendar quarter on the basis of Landlords experience and any variation in reasonably
anticipated cost (subject, however, to the efinitions and limitations set forth in the Lease of
Operating Expenses and Operating Expenses Exclusions). Operzting Expenses and Operating
Expense Exclusions as defined in the Lease shall not be modified by the terms of this
Amendment. In addition to Operating Expenses, Tenant shall pay to Landlord a sum for
accounting, bookkeeping and collection of the Operating Expenses in an amount equal to
three percent (3%) of the Base Rent.

® ing Expenscs S & Within thirty (30) days following the cnd of cach calcndar
quarter or, at Landlord’s option, within ninety (90) days after the end of each calendar year,
Landlord shall furnish Tenant a statement of actual Operating Expenses incurred or accrued
for the preceding calendar year or calendar quarter, as applicable, for the Additional Premises,
certified as correct by a certified public accountant or an authorized representative of
Landlord, showing in reasonable detail the total amount of the Operating Expenses allocated
10 tenants of the Project, the amount of Tenant’s share of the Operating Expenses for such
calendar quarter or year and the payments made by Tenant with respect o such period as set
forth above. If Tenant’s share of the Operating Expenses for the Additional Premises cxceeds
Tenant’s payments, Tenant shall pay Landlord the deficiency within thirty (30) days after
receipt of such statement. If Tenant's payments exceed Tenant’s share of the Operating
Expenses, Tenant shall be entitled to offset the excess against payments next thercafier to
become due Landlord as set forth in above (or receive a refund of such excess payments
‘within thirty (30) days of Tenant’s written request therefor, which obligation shall survive the
expiration of the Lease Term). Tenant’s share of the Operating Expenses for the Additional
Premises for the previous calendar quarter or year shall be that portion of all Operating
Expenses, less the amounts contributed by the Major Tenants multiplied by a fraction, the
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‘numerator of which is the number of square feet of floor area in the Additional Premises and
the denominator of which is the total mumber of square feet of floor area of buildings in the
Project (other than the Excluded Components, defined below) as of the commencement of
such calendar quarter or year, and excluding those buildings the owners, tenants or occupants
of which self-maintain with respect to any particular component of Operating Expenses.
There shall be an appropriate adjustment of Tenant’s share of the Operating Expenses as of
the Addifional Premises Rent Commencement Date and at the expiration or earlier termination
of Lease Term. Tenant’s right to audit Direct Expenses shall be as set forth in Section 4.6 of
the Lease (with the terms thereof modified 2s necessary to conform to the terms nd purposes
of this Amendment). Excluded Components include those portians of the Project identified on
the Project site plan attached as Exhibit “B (the “Project Site Plan”) as “One Gateway”,
“Two Gateway”, “Three Gateway”, “Four Gateway” and “Five Gateway™ and the portions
of the Project utilized for residential purposes and/or lodging purposes.

(c) Estimated Operating Expenses. Landlord estimates that Tenant's share of Operating Expenses
(excluding Tax Expenses and insurance premiums) for the Additional Premises during
calendar year 2020 shall be Seven and 54/100 Dollars ($7.54) per square foot of the floor area
of the Additional Premises. Notwithstanding this estimate, subject (o the terms of the Lease
and this Amendment, Tenant shall be liable for the actual obligations for Operating Expenses,
irrespective of whether the actual obligation for Operating Expenses is greater or less than
Landlord’s estimate.

(d) Insurance. Tenant shall pay Landlord. commencing on the Additional Premises Rent
Commencement Date and for the balance of the Lease Term, on the first day of each calendar
‘month thereafter, as a component of Operating Expenses, one twelfth (1/12th) of the estimated
cost to Landlord of the insurance required fo be maintained by Landlord under the Lease for
«each such year or partial year, subject to annual reconciliation in the manner set forth above.
Payment shall be made by Tenant together with Tenant’s payment of its pro-rata share of
Operating Expenses, unless Landlord elects to bill Tenant separately, in which event, payment
shall be made within thirty (30) days afier delivery to Tenant of a written statement from
Landlord setting forth the cost of such insurance and showing in reasonable detail the manner
in which it has been computed. In the event the cost to Landlord of the insurance Landlord is
required to maintain under the Lease is not separately charged to Landlord by Landlord’s
insurance carrier, the portion applicable to the Additional Premises of the cost of such
insurance (the “pro rata share™) shall be that proportion of such cost which the floor area of
the Additional Premises bears t0 the floor area of all the areas available for exclusive use and
occupancy by tenants of the Project (other than the Excluded Components) which are
‘occupied and open for business and covered by such insurance.

(¢) Estimated Insurance Expenses. Landlord estimates that Tenant’s share of insurance premiums.
for calendar ycar 2020 shall be scventcen cents (17¢) per square foot of the floor area of the
Additional Premises. Subject o the terms of the Lease and this Amendment, Tenant shall be
liable for Tenant’s actual share of insurance premiums regardless of whether Landlord’s
estimate is greater or less than Tenant's zctual obligation.

() Taxes Tenant shall pay to Landlord, commencing on the Additional Premiscs Rent
Commencement Date, and for the balance of the Lease Term, on the first day of cach calendar
‘month, as a component of Operating Expenses, one-twelfth (1/12th) of the estimated amount
of Tax Expenses levied and assessed upon the Additional Premises and the underlying realty
for cach calendar year, subject to reconciliation in accordance with the provisions of
‘Paragraph 7(b) above. Should any levy and/or assessment relate to or be payable over a
period of time which encompasses all or a portion of the Lease Term and cither precedes o
succeeds the Lease Term, Tenant shall pay a pro rata share thereof based upon the portion of
such Tax Expenses falling due during the Lease Term.

(9) Estimated Taxes. Landlord cstimates that Tenant's share of Tax Expenses for the first year of
the Lease Term shall be One and 27/100 Dollars ($1.27) per square foot of the floor arca of
the Additional Premises. Subject 1o the terms of the Lease and this Amendment, Tenant shall
be liable for Tenant’s actual share of Tax Expenses regardless of whether Landlord’s estimate
is greater or less than Tenant's actual obligation.

8. Delivery of Additional Premises. Landlord shall tender possession of the Additional
Premises to Tenant as of the date the work to be performed by Landlord to repair the sewer pipes, lines
and related facilities within or adjacent to the Additional Premises (such work being the “Sewer Work™ is
completed, such Sewer Wark to be at Landlord’s sole cost and expense. As of the Amendment Effective
Date, Landlord represents that the Sewer Waork is substantially complete but for repairs to (or replacement
of) a few feet of cracked pipe, that Tenant may not use depending on Tenant’s plumbing plans for the
Additional Premises. If Tenant's plumbing plans for the Additional Premises reflect an abandonment of
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the portion of such pipes that are cracked, no further Sewer Work shall be required. If, however, Tenant’s
plumbing plans for Additional Premises reflect the use of some or all of such cracked pipes, the remaining.
Sewer Work shall be completed at Landlord’s solc cost and expense within ten (10) days following
approval by Landlord of Tenant's plumbing plans for the Additional Premises; provided, however, if
Landlord’s completion of such remaining Sewer Work causes a delay in Tenant’s commencement of the
Additional Tenant Improvements (and Tenant has obtained all necessary building permits for the
Additional Tenant Improvements), the Additional Premises Rent Commencement Date shall be extended
day-for-day until such remaining Sewer Work is completed. Tenant shall utilize such early access to
ready the Additional Premises for business. Such early access shall not modify the Additional Premises
Rent Commencement Date. No representations, inducements, understanding or anything of any nature
‘whatsoever, made, stated or represented by Landlord or anyone acting for or on Landlord’s bebalf, cither
orally or in writing, have induced Tenant to enter into this Amendment, and Tenant acknowledges,
represents and warrants that Tenant has entered into this Amendment under and by virtue of Tenant’s own
independent investigation. Except for the Sewer Work and Landlord’s representations and warrantics in
this Amendment, Tenant hereby shall accept the Additional Premises in its current “as is” and “where is”
condition without warranty of any kind, express or implied, including, without limitation, any warranty as
1o title, physical condition or the presence or absence of Hazardous Materials. Subject to Landlord’s
obligation to complete the Sewer Work at its sole cost and expense, if the Additional Premises arc not in
all respects entirely suitable for the use or uses to which the Additional Premises or any part thereof will
be put, then it is the sole responsibility and obligation of Tenant to take such action as may be necessary to
place the Additional Premises in a condition entirely suitable for such use or uses. The work to be
performed and improvements made by Tenant at the Additional Premises (which may include fencing and
security measures reasonably acceptable to Landlord and Tenant) shall substantially conform to the
conceptual plans attached as Exhibit “C-1” to this Amendment (the “Additional Tenant Improvements™)
and shall be performed in accordance with the terms of the Lease. The Additional Premises will be
delivered to Tenant in a gray-shell condition described in attached Exhibit “C-2" to this Amendment. IN
CONNECTION WITH THE ABOVE, TENANT HEREBY ACKNOWLEDGES AND
REPRESENTS TO LANDLORD, AND THE GROUND LESSOR THAT TENANT HAS HAD
AMPLE OPPORTUNITY TO INSPECT AND EVALUATE THE ADDITIONAL PREMISES AND
THE FEASIBILITY OF THE USES AND ACTIVITIES TENANT IS ENTITLED TO CONDUCT
THEREON; THAT TENANT IS EXPERIENCED; THAT TENANT WILL RELY ENTIRELY ON
TENANT’S EXPERIENCE, EXPERTISE AND ITS OWN INSPECTION OF THE ADDITIONAL
PREMISES IN ITS CURRENT STATE IN PROCEEDING WITH THIS AMENDMENT
SUBJECT TO LANDLORD’S OBLIGATION TO COMPLETE THE SEWER WORK AND
LLANDLORD’S EXPRESS REPRESENTATIONS AND WARRANTIES IN THIS AMENDMENT);
TENANT ACCEPTS THE ADDITIONAL PREMISES IN ITS PRESENT CONDITION
(SUBJECT TO LANDLORD’S OBLIGATION TO COMPLETE THE SEWER WORK AND
LANDLORD’S EXPRESS REPRESENTATIONS AND WARRANTIES IN THIS AMENDMENT),
AND THAT, TO THE EXTENT THAT TENANT’S OWN EXPERIENCE WITH RESPECT TO
ANY OF THE FOREGOING IS INSUFFICIENT TO ENABLE TENANT TO REACH AND
FORM A CONCLUSION, TENANT HAS ENGAGED THE SERVICES OF PERSONS
QUALIFIED TO ADVISE TENANT WITH RESPECT TO SUCH MATTERS. TENANT IS NOT
RELYING ON ANY EXPRESS OR IMPLIED, ORAL OR WRITTEN REPRESENTATIONS, OR
WARRANTIES MADE BY LANDLORD OR ITS REPRESENTATIVES, OTHER THAN THOSE
EXPRESSLY SET FORTH IN THE LEASE OR THIS AMENDMENT.

9. Allowance. Ifthe Lease is in full force and effect and if Tenant is not in breach or default
of any of the terms, conditions, covenants and provisions of this Lease, Tenant shall be entitled to a one-
time “Additional Premises Allowance" in the amount of Forty and No/100 Dollars ($40.00) gross square
foot for partial reimbursement of the cost to ready the Additional Premises for occupancy (“Tenant’s
Work”). Payment of the Additional Premises Allowance shall be made to Tenant by Landlord within
thirty (30) days after the later to occur of (i) Tenant requesting. in writing. disbursement of the Additional
Premises Allowance, which request may be made only after Tenant has opened at the Additional Premises
for business to the general public in accordance with the terms, covenants and provisions of this
Amendment, and (if) delivery to Landlord of the following: (a) a copy of the Certificate of Occupancy or
comparable permit issued by the City of Salt Lake and/or the County of Salt Lake, Utah for the Additional
Premises, (b) unconditional lien waivers from Tenants contractor and all subconiractors and suppliers
‘who fumished labor and/or materials in connection with the construction of the Additional Premises in a
form substantially similar to the form previously delivered to Landlord with respect to the original
Additional Premises Allowance, and (c) a copy of all permits, licenses or other governmental, quasi-
‘govemmental or other licensing authority authorizations required as a prerequisite for Tenant (or the third
party operator) conducting business operations at the Additional Premises, and (d) exceution and delivery
by Tenant to Landlord of an estoppel certificate in the form attached o the Lease as an Exhibit, and (¢)
copies of invoices and work orders demonstrating the cost of Tenant’s Work, and (£) a copy of the “as-
‘built™ plans (or record drawings marked to show field changes) for the Additional Premises. Tenant shall
deliver the request for the Additional Premises Allowance to Landlord no later than three hundred sixty
(360) days after the Additional Premises Rent Commencement Date (the “Allowance Cutoff Date™). In
the event Tenant does not submit the request for the Additional Premises Allowance within thirty (30)
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days afier the Allowance Cutoff Date, Landlord shall not be obligated to fund any portion of the
Additional Premiscs Allowance to Tenant and the Additional Premises Allowance shall be forfeited by
Tenant without any reduction or adjustment to the Base Rent, Additional Rent (as defined in the Lease) or
other charges payable by Tenant to Landlord under this Lease.

10, Exclusive. So long as the originally named Tenant o an assignee or sublessee pursuant to
a Permitted Transfer is confinuously and without interruption conducting business operations within the
entire Additional Premises for the Permitted Use of the Additional Premises and provided that there has
not occurred a Default, except for and any lease, license or concession agreement executed prior to the
Amendment Effective Date, and any amendment, modification, extension, expansion, rencwal or
replacement thercof, Landlord shall not, during the Lease Term, lease or rent any other premises within
the portions of the Project presently owned by Landlord to a tenant or occupant who will use such for a
daycare facility; provided, however, the foregoing restriction shall not apply to: (a) an office
tenant/occupant that provides day-care services for the children of its employees, (b) a children’s activity
center (e.g. “My Gym™), or (c) a sirictly afier—care (after normal school hours) children’s facility. In the
event of a breach by Landlord of its obligations contained in this Paragraph L1, which breach is not cured
by Landlord pursuant to the terms of the Lease, Tenant shall have the right, as its sole and exclusive
remedy, to bring an action for specific performance and/or obiaining a femporary or permanent injunction
against Landlord with respect to such uncured breach. In the event of a violation of the exclusive rights
set forth in this Paragraph 10 by a third party within the Project, Landlord shall be deemed to have
satisfied its obligations hereunder So long as it uses all commercially reasonable efforts to enforce
‘Tenant’s exclusive rights. No breach of this Paragraph 10 shall be deemed to have arisen until such time
as Landlord has received written notice from Tenant of an alleged violation and Landlord has failed to
remedy the violation in accordance with the terms of the Lease and this Amendment. In the event that any
third party and/or governmental body, agency, branch, commission, authority, subdivision, burcau or
department commences any action or proceeding against Landlord before any court of competent
jurisdiction or administrative tribunal (collectively referred to as an “Action”) arising from the restriction
set forth in this Paragraph 10, and it is finally determined in such Action that the restriction set forth in this
Paragraph 10 is in violation of law, then the restriction sct forth in this Paragraph 10 shall be automatically
cancelled and revoked. Landlord agrees to notify Tenant of any Action commenced as siated 2bove and
shall permit Tenant to defend such Action provided (i) Tenant agrees to hold Landlord and any Landlord’s
lender harmless and indemnify Landlord and any Landlord’s lender for all costs, expenses, damages and
judgments which they might incur, expend or be liable for in defending the legality and enforceability of
the restriction set forth in Paragraph 10, and (ii) Landlord receives adequate reasonable assurance of
Tenant’s financial willingness and ability to hold Landlord and any Landlord’s lender harmiess and
indemnify Landlord or any Landlord’s lender. Within fourtcen (14) days of Landlord nofifying Tenant of
the institution of the Action, Tenant, a it sole option, may elect in writing by notice to Landlord, to ither
‘waive the provisions set forth in the restrictions set forth in this Paragraph 10 with respect to the Action, or
to defend the Action. Landlord in its reasonable business judgment shall determine if the aforesaid
assurances are satisfactory. It is understood and agreed that Landlord's defense may be undertaken by
counsel selected by Tenant, but approved by Landlord, which approval shall not be unreasonably withheld
or delayed. Landlord shall have no obligation to enforce the rights granted to Tenant under this
Paragraph 10 unless and until Landlord receives written notice of an Action. Landlord shall not be
deemed in breach of this Paragraph 10 so long as Landlord has commenced and pursucs reasonable cfforts
t0 protect Tenant’s rights hereunder.

11, Signage. Landlord acknowledges that the signage rights and obligations set forth in the
Lease (except for specific free-standing signage, if any) shall apply to the operator of the daycare facility
a5 10 the Additional Premises. So long as the Lease is free from default, Landlord shall not install, locate
or affix any “for lease” or “for rent” signage within or upon the interior and cxtcrior windows or walls of
the Additional Premises or the original Premiscs.

12.  Drop-off Area; Parking. Landlord and Tenant agree to reasonably cooperate to locate
pick up/drop off arcas for the daycare facility such that traffic flow for patrons of Tenants daycare facility
shall not materially disrupt the traffic flow in the Common Area of the Project. Tenant may, at Tenant's
option, inerease the total number of parking passes rented by Tenant under the Lease by o 16
additional parking passes for use in connection with the Additional Premises (the “Additional Parking
Passes™); provided, however, notwithstanding anything in Article 28 of the Lease to the contrary, parking
for the holders of the Additional Parking Passes may be located in garages at the Project owned and/or
‘operated by Landlord and its affiliztes, as well as the garage below the Building.

13. Estoppel. Tenant hereby affirms by execution of this Amendment that to the best of
Tenant's knowledge the Lease is in full force and effect and Tenant docs not have any presently existing
claims against Landlord or any offsets against any amounts duc under the Lease. To the best of Tenant’s
knowledge, there are no defaults of Landlord under the Lease and there arc no cxisting circumstances
‘which with the passage of time, notice or both, would give risc to a default under the Lease.
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14, Broker. Landlord shall pay the commissions due mountain West Retail pursuant to a
separate agreement. Each party hereto shall indemnify the other party against claims by any other broker
or finders claiming through the indemnifying party.

15.  Full Force and Effect. Except as expressly modified by this Amendment, the Lease
remains unmodified and in full force and effect. All references in the Lease to "this Lease” shall be
deemed references to the Lease as modified by this Amendment.

16.  Counterparts: Electronic Signatures. This Amendment may be exccuted in one or more

counterparts and the signature pages combined to constitute one document, Electronic signatures shall
have the same force and effect as original signatures.

17.  Landlord's Address for Pavments of Rent. Landlord’s address for payments of rent under
the Lease shall be amended to be: Vestar Gateway, LLC, c/o Vestar, P.O. Box 60051, City of Industry,
California 91716.

(signatures on next page)
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EXHIBIT “C-2"-GRAY SHELL (RETAIL)
91619

LANDLORD CONSTRUCTION CRITERIA
GATEWAY —SALT LAKE CITY

LORD SHALL PROVIDE THE FOLLOWING GRAY SHELL IMPRO TO THE
PREMISES HEREINAFTER REFFRRED TO AS “LANDLORD’S WORK™

A. STRUCTURES:

1. Frame: The building is constructed of steel frame, reinforced concrete, or masonry bearing
‘wall, as provided within the existing Gateway project.

2. Exterior Walls: The exterior wall(s) are of masonry, steel framed, or such other material or
‘materials, a provided within the existing Gateway project.

3. Ceiling Heights: Tenant’s responsibility as to clear height from floor siab.

4. Roof: The roof is of single ply material type, or equal, as provided within the cxisting
Gateway project.

5. Partitions: Interior partition walls are Tenant’s responsibility.

6. Door(s) and Frame(s): Exterior service door(s) and frame(s) shall be hollow metal.

7. Storefront Doors: Sce Paragraph F.
B. INTERIOR FINISHES:

1. Floors: Landlord shall furnish a standard four inch (4) thick concrete slab or suspended
structural slab throughout the interior of the Premises

2. Suspended Structural Slab:-The elevated floor slabs of this building are of post-tension
concrete construction. Any attachments for mechanical, elecirical, or architectural clements
shall be limited to a 1” maximum drilled or driven anchor embedment. If decper cmbedment
or core drilling is required, the slab shall be scanned to locate PT tendons and location
adjusted to provide at least 3” clear from any PT tendon. In the event that PT tendons
become damaged or cut, they must be repaired 10 bring the building back to the original
design condition. Cost of these repairs shall be the responsibility of the Contacior.

3. Walls: Demising wall(s) shall be unpainted masonry or unpainted drywall finish, taped over
stud, Tenant shall be responsible for final preparation and finish. Height shall be determined
by Project Architect. Any cross partition(s) shall be Tenant's responsibility. Exterior and
rear wall(s) shall be unpainted masonry or concrete finish or such other material(s) as
selected by Project Architect.

4. Ceilings: None provided, Tenant’s responsibility.
C. SANITARY FACILITIES:

1. Toilet Room: None provided, Tenant’s responsibility. (Existing toilet rooms can remain if
tenant 0 chooses.)

D. UTILITIES:

1. Water and Sewer: Landlord shall furnish a minimum of one (1), one inch (1) cold water
Supply and one (1), four inch (4”) waste water line to the Premises per Landlord’s plans.
‘Tenant is responsible for stubbing access to both the supply and waste lines.

2. Electricity: Landiord shall fumish existing electrical cabinets and breakers, located on the
rear of the building, capable of accommodating the following minimum service
requirements. All downstream conduit from existing panels fo be removed except for power
10 F.C.U.’s and mise. fire alarm devices.

(a) Service at gutter shall be a 200A — 120208V of service, terminated at the gutter.

(b) Any electrical requirements (step-down transformer, distribution, wiring, convenicnce
outlets, etc.) beyond said service above shall be Tenant’s responsibility.

EXHIBIT C-2
Page |
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3. Lighting: None provided, Tenants responsibility.

4. HVAC: Landlord shall provide chilled and heating water from the central plant to the
Space and provide an outside air connection for space ventilation, based on the following:

()  Distrbution System Design: All air distribution system(s) shall be Tenant’s
responsibility including providing 4-pipe fan coils, heating and chilled water
distribution, outside air distribution and thermostats. Chilled water coils will be
designed for 48°F EWT. Heating water coils will be designed for 145°F EWT.

(aa) Central Plant Deliverable: Hot water and chilled water delivered from the
central plant is intended for artificial cooling and heating of the space and for heating
domestic hot water. Hot water and chilled water temperature set points change seasonally for
efficiencies but are always adequate to maintain 72°F (Cooling Mode) and 70°F (Heating
Mode) air temperatures year-round and to maintain 120°F domestic hot water. Tenant is
responsible for obtaining Landlord approval for use of the central plant’s hot and chilled
‘water which exceed these parameters.

() Capacity: The air conditioning capacity shall not exceed one (1) ton for cach three
hundred (300) square feet of Floor Area for retail space.

(c)  Special Equipment: In the event that Tenant’s use of the Premises requires fresh air
andlor exhaust air for special equipment, cooking equipment, additional personnel, siock
room areas, or show windows, and the like, Tenant shall provide same at Tenant’s sole
expense, subject to the prior approval of Landlord. Tenant shall connect to base building
systems where available.

5. Fire Sprinkler Svstem: Landlord will provide  main fire line stubbed through the Premises
‘and a layout of upright heads for shell construction as required by code.
E. TELEPHONE:

1. One (1), one inch (1) conduit, with pull string from the building telephone mounting
board to Premises will be provided by the Landlord.

F. STORE FRONTS:

1. Design and Installation: A standard minimum of one (1) store front shall be designed by
the Project Architect and installed by Landlord consisting of a minimum of one (1) single
door with cylinder lock. Landlord may elect to provide a double-entry door, at Landlord’s
sole discretion, predicated on the square footage of the Premises.

EXHIBIT C2
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THIRD AMENDMENT TO OFFICE LEASE

‘THIS THIRD AMENDMENT TO OFFICE LEASE (this “Amendment”) is made and entered into
as of the 22nd day of January, 2021 (the “Amendment Effective Date”) by and between VESTAR
GATEWAY, LLC, a Delaware limited liability company (“Landlord) and RECURSION
PHARMACEUTICALS, INC., a Delaware corporation (“Tenant”).

RECITALS:

A, Landlord and Tenant have previously executed and delivered that certain Office Lease
dated November 13, 2017, as amended by that certain First Amendment to Lease dated September 25,
2018, and as amended by that certain Second Amendment to Lease dated November 13, 2019
(collectively, the “Lease™) with respect to certain Premises more particularly described therein.

B.  Landlord and Tenant have agreed to modify the Lease, subject to and in accordance with
the further terms, covenants and provisions of this Amendment.

NOW, THEREFORE. in consideration of the execution and delivery of the Lease. the foregoing
Recitals, the mutual agreements, covenants and promises contained in this Amendment and other good
and valuable considerations, the receipt, sufficiency and validity of which are hereby acknowledged.
Landlord and Tenant agree as follows:

1. Definitions. Capitalized terms used in this Amendment without definition shall have the

‘meanings assigned to such terms in the Lease unless the context expressly requires otherwise.

2. Expansion Premises.

(a) In addition to and together with the Premises, from and after the Expansion Premises Rent
Commencement Date (as defined in Paragraph4 below), Landlord leases to Tenant and
Tenant leases from Landlord that certain Expansion Premises (herein so called) located, in
part, in the building comprising “Block B (the “Expansion Premises Building™) and, in part,
in the Building. and consisting of approximately ninety-one thousand seven hundred forty-
eight (91.748) rentable square feet (with 37,717 square feet located on the 1* floor and 51.856
square feet located on the 2* floor of the Expansion Premises Building and 2,175 square feet
located on the 1* floor of the Building adjacent to the Premises). The Expansion Premises is
identified as the “Expansion Premises” on the Site Plan attached hereto as Exhibit “A-1".
From and after the Expansion Premises Rent Commencement Date, references in the Lease to
the “Premises™ shall be deemed to include the “Expansion Premises™ and Tenant's use, lease
and occupancy of the Expansion Premises shall be subject o all of the terms, covenants and
provisions of the Lease, except as expressly set forth in this Amendment.

(b) Landlord consents to entry by Tenant in the Expansion Premises from and after the date
Landlord tenders possession of the Expansion Premises to Tenant as described in Paragraph 8
below (the “Expansion Premises Delivery Date) for the purposes of readying the Expansion
Premises for Tenant’s business operations and completing the Expansion Premises Work (as
defined below). Tenant acknowledges that the (i) indemnification and waiver provisions of
Article 10 of the Lease. (i the waiver of subrogation provisions of Section 10.5 of the Lease,
and the insurance provisions of Aticle 10 of the Lease, apply to Tenant’s early entry in the
Expansion Premises.

3 Use. The Expansion Premises shall be used solely for the purposes expressly set forth in
Anticle S of the Lease and for no other purpose.

4. Lease Term The new Lease Term for the Expansion Premises shall be ten (10) years
commencing on the Expansion Premises Rent Commencement Date (defined below) (the “Expansion
Premises Lease Term"): provided. however, the terms and provisions of this Amendment are effective as
of the Amendment Effective Date. The Lease Term for all portions of the Premises and the Additional
Premises (except the Expansion Premises) shall not be modified by the terms of this Amendment.
References in the Lease to the “Lease Term” shall be deemed to include the Expansion Premises Lease
Term to the extent consistent with the terms of this Amendment. Tenant will have the right to extend the
Expansion Premises Lease Term for one (1) five (5) year period, provided Tenant gives Landlord written
notice of its intent to do so at least twelve (12) months prior to the expiration of the Expansion Premises
Lease Term. The Base Rent for the Option Period with respect to the Expansion Premises shall be ninety-
five percent (95%) of the then Fair Rental Value (as defined in Article 2 of the Lease) of the Expansion
Premises.
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5. Base Rent From and afier the date Tenant commences business operation in the
Expansion Premises, but no later than March 31, 2022 (the “Expansion Premises Rent Commencement
Date”), Base Rent shall be payable with respect to the Expansion Premises in accordance with the
schedule of Base Rent set forth below. Notwithstanding the foregoing, if Tenant’s completion of the
Expansion Premises Work extends beyond March 31, 2022, then Tenant will not be required to pay any
Rent for the Expansion Premises until the Expansion Premises Work is substantially complete: however,
the initial Expansion Premises Lease Term shall be extended day-for-day for each additional day beyond
March 31, 2022 needed to complete such work (however, the Expansion Premises Rent Commencement
Date shall not be extended by more than thirty (30) days), in which case, the last year of the initial
Expansion Premises Lease Term may contain more than three hundred sixty-five (365) days. The Rent for
the first year of the Expansion Premises Lease Term shall be on a modified gross equivalent basis,
inclusive of all Operating Expenses. Following the first year of the Expansion Premises Lease Term, with
respect to the Expansion Premises, Tenant shall be responsible for paying its pro-rata share (i.c.. 28.99%)
of the increases in Operating Expenses and Tax Expenses over a calendar year 2022 (the “Expansion
Premises Base Year™) in accordance with Article 4 of the Lease, the terms of which, modified as necessary
10 conform to the defined terms and purposes of this Amendment, are incorporated herein by this
reference. Tenant shall be responsible for the direct costs of electricity, water, and HVAC maintenance,
consistent with Tenant’s obligation with respect to the Premises as set forth in the Section 4.7 of the Lease:
(excluding the Additional Premises).

Year of Lease Term Monthly Rental Annual Rental Annual Rental Rate
Per Square Foot

1 $246572.75 $2.958.873.00 $32.2500

2 $253.969.93 $3.047.639.19 $33.2175

3 $261.589.03 $3,139,068.37 $34.2140

) $269.436.70 | $3.233.24041 $35.2404

5 27751980 | $3330237.63 $36.2977

6 28584540 | $3.430.144.76 5373866

7 $294.420.76 $3.533.049.10 $38.5082

8 $303,253.38 $3,639.040.57 $39.6634

9 31235098 | $3.748.211.79 $40.8533
i0 $321.721.51 $3.860.658.14 5420789

* Tenant shall be allowed o occupy the Expansion Premises Rent-free until the Expansion Premises
Rent Commencement Date. In addition, all Rent shall abate for the first six (6) months following the
Expansion Premises Commencement Date (the “Rent Abatement Period”). The “Rent Abatement
Amount” refers to the amount of Rent that Tenant is not required to pay for the Expansion Premises
during the Rent Abatement Period. The Rent Abatement Amount is subject to the following: The parties
agree to work cooperatively and in good faith to apply for and obtain a loan to Landlord and/or a tax
increment incentive from the Redevelopment Agency of Salt Lake City in an amount equal o or greater
than the Rent Abatement Amount (the “City Incentive™) upon terms that are otherwise reasonably
acceptable 1o Landlord (and Tenant to the extent Tenant is a party to, or has obligations under, any
agreement for the City Incentive). If the total amount of the City Incentive is less than the Rent
Abatement Amount, the Rent Abatement Amount shall be reduced to match the total amount of the City
Incentive. For the avoidance of doubt, the Rent Abatement Amount shall not be increased even if the City
Incentive is increased.

6. Termination of Lease for the Expansion Premises. So long as Tenant is not in material
default under the Lease beyond any applicable notice and cure. periods, Tenant may terminate the Lease,
but only with respect to the Expansion Premises, by delivering written notice to Landlord of is intent to
do so prior to May 15, 2021, which termination shall be effective as of May 31, 2021, but only if Tenant
reasonably determines (and provides written documentation demonsirating) that the cost of the Expansion
Premises Work exceeds the estimated construction budget of Eighteen Million and No/100 Dollars
(S18.000,000.00) by more than fifteen percent (15%).

7. Security: Access. During the Expansion Premises Lease Term, Landlord shall continue to
operate the Building and the Project in a first-class manner that is consistent with similar buildings in the
Salt Lake City downtown area and, at a minimum, consistent with past practices, and shall maintain the
level of investment in and expenditures for security services for the Project that were made in calendar
year 2020 (the “Minimum Security Investment”). If at any time during the Expansion Premises Lease
Term Landlord fails to maintain the Minimum Security Investment, which failure continues for thirty (30)
days after written notice thereof by Tenant to Landlord, Tenant may, at its option, separately contract for
and/or otherwise engage additional security personnel as Tenant deems necessary to ensure a safe working.
environment for Tenant’s employees, invitees, and guests, at Landlord’s sole cost. In the event Tenant
incurs such expenses at any time during the Expansion Premises Lease Term, Tenant shall submit an
invoice to Landlord for reimbursement of the amount of such expenses, together with reasonable
documentation of such expenses, and Landlord shall pay Tenant the amount set forth in each such invoice
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within thirty (30) days of receipt thereof. Tenant shall have the same access to the Expansion Premises as
provided for the Premises in the Lease.

8. Delivery of Expansion Premises. Landlord shall tender possession of the Expansion
Premises to Tenant promptly following the waiver by Tenant of the contingency set forth above in
Paragraph 6 (the “Waiver Date™); provided, however such tender of possession of the Expansion Premises
shall not include Suites 32, 81, 82, 83 and 84 (the “Exception Suites™) within the Expansion Premises
Building. Landlord shall tender possession of the Exception Suites to Tenant in grey shell condition as
more fully described in Exhibit “D” hereto on or before the date that is one hundred twenty-five (125)
days after the Waiver Date. No representations. inducements, understanding or anything of any nature
‘whatsoever, made, stated or represented by Landlord or anyone acting for or on Landlord's behalf, either
orally or in writing, have induced Tenant to enter into this Amendment, and Tenant acknowledges.
represents and warrants that Tenant has entered into this Amendment under and by virtue of Tenant’s own
independent investigation. Except for Landlord’s representation and warranties in this Amendment or the
Lease, Tenant hereby shall accept the Expansion Premises (except the Exception Suites) in its current “as
is™ and “where is” condition without warranty of any kind, express or implied, including, without

mitation, any warranty as to ttle, physical condition or the presence or absence of Hazardous Materials,
and if the Expansion Premises (except the Exception Suites) are not in all respects entirely suitable for the
use or uses to which the Expansion Premises or any part thereof will be put. then it is the sole
responsibility and obligation of Tenant to take such action as may be necessary to place the Expansion
Premises (except the Exception Suites) in a condition entirely suitable for such use or uses. IN
CONNECTION WITH THE ABOVE, TENANT HEREBY ACKNOWLEDGES AND
REPRESENTS TO LANDLORD THAT TENANT HAS HAD AMPLE OPPORTUNITY TO
INSPECT AND EVALUATE THE EXPANSION PREMISES AND THE FEASIBILITY OF THE
USES AND ACTIVITIES TENANT IS ENTITLED TO CONDUCT THEREON; THAT TENANT
IS EXPERIENCED; THAT TENANT WILL RELY ENTIRELY ON TENANT'S EXPERIENCE,
EXPERTISE AND ITS OWN INSPECTION OF THE EXPANSION PREMISES ITs
CURRENT STATE IN PROCEEDING WITH THIS AMENDMENT (SUBJECT TO
LANDLORD’S REPRESENTATIONS AND WARRANTIES THIS AMENDMENT AND THE
LEASE AND LANDLORD'S WORK TO BE PERFORMED WITH RESPECT TO THE
EXCEPTION SUITES); TENANT ACCEPTS THE EXPANSION PREMISES IN ITS PRESENT
CONDITION (SUBJECT TO LANDLORD'S REPRESENTATIONS AND WARRANTIES
THIS AMENDMENT AND THE LEASE AND LANDLORD’S WORK TO BE PERFORMED
‘WITH RESPECT TO THE EXCEPTION SUITES), AND THAT, TO THE EXTENT THAT
TENANT'S OWN EXPERIENCE WITH RESPECT TO ANY OF THE FOREGOING IS
INSUFFICIENT TO ENABLE TENANT TO REACH AND FORM A CONCLUSION, TENANT
HAS ENGAGED THE SERVICES OF PERSONS QUALIFIED TO ADVISE TENANT WITH
RESPECT TO SUCH MATTERS. TENANT IS NOT RELYING ON ANY EXPRESS OR
IMPLIED, ORAL OR WRITTEN REPRESENTATIONS, OR WARRANTIES MADE BY
LANDLORD OR ITS REPRESENTATIVES, OTHER THAN THOSE EXPRESSLY SET FORTH
IN THIS AMENDMENT OR THE LEASE. In this regard, except as set forth in this Amendment,
Tenant shall be responsible, at its sole cost and expense for the Expansion Premises Work in accordance
‘with the provisions of the Lease and this Amendment.

9. Allowance. Tenant shall be entitled to a one-time “Expansion Premises Allowance™ in an
amount not to exceed One Hundred Ten and No/100 Dollars (5110.00) per rentable square foot of the
Expansion Premises for reimbursement of the cost to install certain Tenant Improvements and otherwise
ready the Expansion Premises for occupancy (such work is referred to herein as the “Expansion Premises
Work”). The terms and conditions relating to the Expansion Premises Work and the payment of the
Expansion Premises Allowance are set forth in the Tenant Work Letter (Expansion Premises) attached as
Exhibit “B-1" to this Amendment.

10.  Signage. Subject to all applicable laws and the sign criteria for the Project, Landlord shall
allow Tenant the exclusive right to locate exterior crown signage on the Expansion Premises Building in a
mutually acceptable location, subject to Landlord’s prior review and approval, which shall not be
unreasonably withheld, conditioned or delayed. Tenant shall be responsible for the cost of installation,
‘maintenance. and removal of the exterior signage. Tenant may also install additional signage with respect
to the Expansion Premises in accordance with the provisions of Article 23 of the Lease.

11 Letter of Credit. Tenant shall deliver to Landlord within ninety (90) days of the mutual
execution of this Amendment an additional L-C (the “Additional L-C") in the amount of Six Million Four
Hundred Thousand and No/100 Dollars (56,400,000.00) which represents sixty-five percent (65%) of the
Expansion Premises Allowance. So long as a Default by Tenant has not occurred and remains uncured
beyond any required notice and applicable cure period, on the expiration of the 30 full calendar month of
the Expansion Premises Lease Term, the amount of the Additional L-C shall reduce by One Million and
No/100 Dollars ($1.000.000.00) and thereatier. annually by such amount on each anniversary of the 30th
full calendar month of the Expansion Premises Lease Term for the remainder of such term: provided,
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however, in no event shall the Additional L-C amount reduce below One Million and No/100 Dollars
($1,000,000.00). The Additional L-C shall be in the form set forth in Exhibit “E to the Lease.

12 Parking. In addition to Tenant’s existing parking rights set forth in the Lease, Tenant
shall have the additional right, but not the obligation. to utilize up to three (3) parking passes for every
one-thousand (1,000) rentable square feet comprising the Expansion Premises for use on a monthly basis
throughout the Expansion Premises Lease Term for use in the north and south parking garages owned by
Landlord, of which up 10 twenty (20) of such parking passes shall be for reserved parking spaces located
in the Reserved Parking Area and the remaining passes shall be unreserved and on a first-come, first-
served basis. The cost for such parking passes described herein for the Expansion Premises Lease Term
shall be Eighty-Five and No/100 Dollars ($85.00) per pass per month: provided. however. that the parking
fees for up to one hundred twenty (120) parking passes shall be abated in full during the Expansion
Premises Lease Term. All other terms and provisions with respect to parking passes shall be as set forth in
Aticle 28 of the Lease.

13, Power Supply. Tenant may, at its sole cost and expense, at any time during the Expansion
Premises Lease Term install an uninterruptible power supply andor Back-Up Generators for the
Expansion Premises sufficient for Tenant’s needs at a technically feasible location that is mutually
acceptable to Tenant and Landlord.

14. Landlord’s Representations. Landlord’s representations set forth in Section 29.36 of the
Lease with regard to the Premises are incorporated herein by this reference with respect to the Expansion
Premises (and modified as necessary to conform to the defined terms and purposes of this Amendment);
provided, however, for the purposes of Section 29.36 of the Lease and this Paragraph 14, the term “Master
Declaration” shall refer to the instruments identified on Exhibit “C attached to this Amendment, which
have not been amended or modified as of the Amendment Effective Date except to the extent expressly set
forth on attached Exhibit “C”.

15.  Estoppel. Tenant and Landlord cach hereby affirms by exccution of this Amendment that
to the best of such party’s knowledge the Lease is in full force and effect and such party does not have any
presently existing claims against the other party or any offsets against any amounts due under the Lease.
To the best of each party’s knowledge, there are no defaults of the other party under the Lease and there
are no existing circumstances which with the passage of time, notice or both, would give rise to a default
under the Lease.

16.  Broker. Landlord shall be solely responsible for and shall pay any and all commissions
due to Mountain West Retail with respect to this Amendment pursuant to a separate agreement. In no
event shall any commission be paid prior to Tenant waiving its termination right set forth in Paragraph 6
above and any other contingency set forth herein. Each party hereto shall indemnify the other party against
claims by any other broker or finders claiming through the indemnifying party.

17.  Full Force and Effect. Except as expressly modified by this Amendment, the Lease
remains unmodified and in full force and effect. Al references in the Lease to “this Lease” shall be
deemed references to the Lease as modified by this Amendment.

18, Counterparts; Electronic Signatures. This Amendment may be executed in one or more
counterparts and the signature pages combined to constitute one document. Electronic signatures shall
have the same force and effect as original signatures.

19. s of Rental Obligations. Tenant shall pay all rental obligations under the Lease

by ACH or other electronic means in accordance with such written instructions that may be obtained from
Landlord from time to time.

(signatures on next page)
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IN WITNESS WHEREOF, Landlord and Tenant have executed this Amendment as of the date
and year first above written.

LANDLORD:
'VESTAR GATEWAY, LLC, a Delaware limited liability company
By: SLC Gateway Retail, LLC,

a Delaware limited liability company,

its Sole Member

By: VGSLM.LLC,

a Delaware limited liability company,
its Managing Member

Dol Lar

TENANT:

RECURSION PHARMACEUTICALS, INC.,
a Delaware corporation
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EXHIBIT “B-1"

TENANT WORK LETTER
(EXPANSION PREMISES)

This Tenant Work Letter shall set forth the terms and conditions relating o the construction of the
tenant improvements in the Expansion Premises. This Tenant Work Letter is essentially organized
chronologically and addresses the issues of the construction of the Expansion Premises, in sequence, as
such issues will arise during the actual construction of the Expansion Premises. All references in this
Tenant Work Letter to Articles or Sections of “this Lease™ or Amendment™ shall mean the relevant
portion of (a) Articles | through 29 of the Office Lease and (b) Paragraphs | through 19 of the Third
‘Amendment to Office Lease, to which this Tenant Work Letter is attached as Exhibit B-1 and of which
this Tenant Work Letter forms a part. all references in this Tenant Work Letter to Sections of “this Tenant
Work Letter” shall mean the relevant portion of Sections 1 through 6 of this Tenant Work Letter.

SECTION 1

DELIVERY OF THE PREMISES

Tenant acknowledges that Tenant has thoroughly examined the Expansion Premises. Upon the
Expansion Premises Delivery Date. Landlord shall deliver the Expansion Premises to Tenant and Tenant
shall accept the Premises from Landlord in their presently existing., “as-is” condition as of the date of this
‘Amendment, except as otherwise expressly provided in the Lease and this Amendment. Notwithstanding
the foregoing, Landlord and Tenant hereby acknowledge that the Exception Suites portion of the
Expansion Premises shall be delivered to Tenant in “grey shell” condition in accordance with the work set
forth in Exhibit “D” to this Amendment and not in its presently existing, “as-is” condition as of the date of
this Amendment.

SECTION2
TENANT IMPROVEMENTS

21 Tenant Improvement Allowance. Tenant shall be entitled to the one-time Expansion
Premises Allowance (as defined in Paragraph 9 of this Amendment) for the costs relating to the initial
design and construction of Tenant's improvements, which are permanently affixed to the Expansion
Premises (the “Tenant Improvements™). In no event shall Landlord be obligated to make disbursements
pursuant to this Tenant Work Letter in a total amount which exceeds the Expansion Premises Allowance,
except fo the extent specifically required by the terms of this Lease and this Tenant Work Letter. All
Tenant Improvements for which the Expansion Premises Allowance has been utilized shall be deemed
Landlord's property under the terms of the Lease. In the event that Tenant fails to use the entire Expansion
Premises Allowance within one (1) year following the Delivery Date, such unused amounts shall be the
sole property of Landlord and Tenant shall have no claim to any such unused amounts. Tenant
acknowledges that the Expansion Premises Allowance is to be applied to Tenant Improvements covering
the entirety of the Expansion Premises such that, following the completion of the Tenant Improvements,
the entire Expansion Premises has been built out by Tenant.

22 Disbursement of the Expansion Premises Allowance.

221 Tenant Improvement Allowance Items. Except as otherwise set forth in this
Tenant Work Letter, the Expansion Premises Allowance shall be disbursed by Landlord only for the
following items and costs (collectively the “Tenant Improvement Allowance Items”):

2211 Payment of the fees of the “ArchitectSpace Planner” and the
“Engineers.” as those terms are defined in Section 3.1 of this Tenant Work Letter, which payment shall,
notwithstanding anything to the contrary contained in this Tenant Work Letter, not exceed an aggregate
amount equal to $3.00 per rentable square foot of the Expansion Premises. and payment of the fees
incurred by. and the cost of documents and materials supplied by, Landlord and Landlord’s consultants in
connection with the preparation and review of the “Construction Documents,” as that term is defined in
Section 3.1 of this Tenant Work Letter;

2212 The payment of plan check, permit and license fees relating to
construction of the Tenant Improvements;

2213 The cost of construction of the Tenant Improvements, including. without
limitation, demolition, testing and inspection costs, trash removal costs, parking fes, afer-hours utilities
usage and contractors’ fees and general conditions;
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22.1.4 The cost of any changes anywhere in the base building or the floor of the
Building on which the Expansion Premises is located (referred to herein as the “Building™). when such
changes are required by the Construction Documents (including if such changes are due to the fact that
such work is prepared on an unoccupied basis) or to comply with applicable governmental regulations or
building codes (collectively, the “Code™). such cost to include all direct architectural and/or engineering
fees and expenses incurred in connection therewith;

2215 The cost of any changes to the Construction Documents or Tenant
Improvements required by Code;

22.16 Sales and use taxes; and

2.2.1.8 the “Landlord Coordination Fee,” as that term is defined in Section 42.6
of this Tenant Work Letter.

222 Disbursement of Expansion Premises Tenant Improvement Allowance
During the construction of the Tenant Improvements, Landlord shall make monthly disbursements of the
Expansion Premises Tenant Improvement Allowance for Tenant Improvement Allowance Items for the
benefit of Tenant and shall authorize the release of monies for the benefit of Tenant as follows.

222.1 Monthly Disbursements. On or before the twentieth (20°) day of each
calendar month during the construction of the Tenant Improvements (the “Submittal Date) (or such other
date as Landlord or Tenant may designate), Tenant shall deliver to Landlord: (i) a request for payment of
the “Contractor,” as that term is defined in Section 4.1 of this Tenant Work Letter, approved by Tenant
showing the schedule, by trade, of percentage of completion of the Tenant Improvements in the Premises;
(ii) invoices from all of “Tenant's Agents,” as that term is defined in Section 4.1.2 of this Tenant Work
Letter, for labor rendered and materials delivered to the Premises (if such invoice is for the Contractor, the
Contractor will need to provide an application and certificate for payment [AIA form G702-1992 or

igned by the Architect/Space Planner, and a breakdown sheet [AIA form G703-1992 or
) an original letter from the Tenant approving such invoices and requesting payment from
the Tenant Improvement Allowance; (iv) executed mechanic’s lien releases, which lien releases shall be
conditional with respect to the then-requested payment amounts and unconditional with respect to
payment amounts previously disbursed by Landlord or Tenant, from all of Tenant's Agents; and (v) all
other information reasonably requested by Landlord. Tenants request for payment shall be deemed
Tenant's acceptance and approval of the work fumished and/or the materials supplied as set forth in
Tenant's payment request. On or before the date occurring thirty (30) days after the Submittal Date, and
assuming Landlord receives all of the information described in items (i) through (). above, and subject to
Tenant first disbursing any portion of the Over-Allowance Amount (as defined below) in accordance with
Section Landlord shall deliver a check to Tenant made to Tenant's Agent (or to Tenant if such
invoices were previously paid by the Tenant) in payment of the lesser of: (A) the amounts so requested by
‘Tenant, as set forth in this Section 2.2.2.1, above, less a ten percent (10%) retention (the aggregate amount
of such retentions shall be known as the “Final TI Allowance Reimbursement”), and (B) the balance of
any remaining available portion of the Expansion Premises Tenant Improvement Allowance (not including
the Final TI Allowance Reimbursement). provided that Landlord does not dispute any request for payment
based on non-compliance of any work with the “Approved Construction Documents™, as that term is
defined in Section 3.4 below, or due to any substandard work, or for any other reason as provided in this
Lease. Landlord's payment of such amounts shall not be deemed Landlord's approval or acceptance of the
work furnished or materials supplied as set forth in Tenant's payment request.

2222 Final TI Allowance Reimbursement. Subject to the provisions of this
Tenant Work Letter, a check for the Final Tl Allowance Reimbursement payable to Tenant shall be
delivered by Landlord to Tenant following the completion of construction of the Premises. provided that
(i) Tenant delivers to Landlord (a) properly executed, unconditional final mechanic's lien releases from all
of Tenant's Agents, showing the amounts paid, in compliance with applicable Laws, (b) Contractor's last
application and certificate for payment (AIA form G702 1992 or equivalent) signed by the
Architect/Space Planner, (c) a breakdown sheet (AIA form G703 1992 or equivalent), (d) original stamped
building permit plans, () copy of the building permit, (f) original stamped building permit inspection card
with all final sign-offs, (g) full size bond copies and a CD R disk containing electronic files of the “as
built” drawings of the Tenant Improvements in both “dwg™ and “pdf” formats, from the Architect/Space
Planner for architectural drawings, and from the Contractor for all other trades, (h) air balance reports, (i)
excess energy use calculations, (j) one year warranty letters from Tenant's Agents, (k) manufacturer's
warranties and operating instructions, (1) final punch-list completed and signed off by Tenant and the
Architect/Space Planner, (m) letters of compliance from the Engineers stating that the Engineers have
inspected the Tenant Improvements and that they complies with the Engineers' drawings and
specifications, (n) a copy of the recorded Notice of Completion, and (o) a final list of all
contractors/vendors/consultants retained by Tenant in connection with the Tenant Improvements and any
other improvements in the Premises pursuant to this Tenant Work Letter, including. but not limited to, the
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Contractor, other contractors, subcontractors and the remaining Tenant’s Agents, the Architect/Space
Planner, the Engineers, systems fumiture vendors/ installers, data/telephone  cabling/equipment
vendors/installers, etc., which final list shall set forth the full legal name, address, contact name (with
telephone/fax/e mail addresses) and the total price paid by Tenant for goods and services to each of such
contractors/vendors/consultants (collectively, the “Final Close Out Package™), and (ii) Landlord has
inspected the Expansion Premises and reasonably determined that no substandard work exists which
adversely affects the mechanical, electrical, plumbing, heating, ventilating and air conditioning, life-safety
or other systems of the Building, the curtain wall of the Building, the structure o exterior appearance of
the Building, or any other tenant's use of such other tenant’s leased premises in the Building.

2223 Other Terms. Landlord shall only be obligated to make disbursements
from the Tenant Improvement Allowance to the extent costs are incurred by Tenant for Tenant
Improvement Allowance Items. All Tenant Improvement Allowance Items for which the Tenant
Improvement Allowance has been made available shall be deemed Landlord's property under the terms of
Section 8.5 of this Lease. Tenant shall have no claim to any Tenant Improvement Allowance not
expended by Tenant on or before the one (1) year anniversary of the Delivery Date and any such sums
shall be the sole property of Landlord.

2224, Allowance Disbursement. Notwithstanding anything to the contrary
contained in this Amendment, Landlord shall not be required to disburse any portion of the Expansion
Premises Allowance to Tenant until Tenant has provided to Landlord the Additional L - C described in
paragraph 9 of this Amendment.

23 Construction Rul
Standards. Landlord has established construction rules, regulation, requirements and procedures, and
Specifications, design criteria and Building standards with which Tenant, the “Architect/Space Planner,” as
that term s defined below, and all Tenant's Agents must comply in designing and constructing the Tenant
Improvements in the Premises (the “Construction Rules. Requirements, Specifications, Design Criteria
and Building Standards™).

SECTION3

CONSTRUCTION DOCUMENTS

3.1 Selection of ArchitectSpace Planner/Construction Documents. Tenant shall retain a
licensed, competent, reputable architectspace planner experienced in high-rise office space and
Laboratory Use design selected by Tenant and reasonably approved by Landlord (the “Architect/Space
Planner”) and licensed. competent, reputable engineering consultants selected by Tenant and reasonably
approved by Landlord (the “Engineers™) to prepare the Construction Documents. The plans and drawings
t0 be prepared by Architect/Space Planner and the Engincers hereunder shall be known collectively as the
“Construction Documents.” All Construction Documents shall comply with Landlord's drawing format
and specifications. Landlord's review of the Construction Documents as set forth in this Section 3. shall
be for its sole purpose and shall not imply Landlord's review of the same, or obligate Landlord to review
the same, for quality, design, Code compliance or other like matters. Accordingly, notwithstanding that
any Construction Documents are reviewed by Landlord or its space planner, architect, engineers and
consultants, and notwithstanding any advice or assistance which may be rendered to Tenant by Landlord
or Landlord's space planner, architect, engineers, and consultants, Landlord shall have no liability
‘whatsoever in connection therewith and shall not be responsible for any omissions or errors contained in
the Construction Documents, and Tenant's waiver and indemity set forth in Section 10.1 of this Lease
shall specifically apply t0 the Construction Documents. Furthermore, Tenant and Architect'Space Planner
shall verify, in the field, the dimensions and conditions as shown on the relevant portions of the base
building plans, and Tenant and Architect/Space Planner shall be solely responsible for the same, and
Landlord shall have no responsibility in connection therewith.

32  Final Space Plan. Tenant shall supply Landlord with two (2) copies signed by Tenant of
its final space plan for the Premises before any architectural Construction Documents or engineering
drawings have been commenced. The final space plan (the “Final Space Plan”) shall include a layout and
designation of all offices, rooms and other partitioning, their intended use, and equipment to be contained
therein. Landlord may request clarification or more specific drawings for special use items not included in
the Final Space Plan. Landlord shall advise Tenant within five (5) business days after Landlord's receipt
of the Final Space Plan for the Premises if the same is unsatisfactory or incomplete in any respect. If
Tenant is so advised, Tenant shall promptly cause the Final Space Plan to be revised to correct any
deficiencies or other matters Landlord may reasonably require.

33 Final Construction Documents. Afier the approval of the Final Space Plan by Landlord
and Tenant, Tenant shall promptly cause the Architect/Space Planner and the Engineers to complete the
architectural and engincering drawings for the Expansion Premises, and ArchitectSpace Planner shall

EXHIBIT B-1
Page3

15953383 7

S68373886011261775737.42





image205.png
compile a fully coordinated set of architectural, structural, mechanical, electrical and plumbing
Construction Documents in a form which is complete to allow subcontractors to bid on the work and to
obtain all applicable permits (collectively. the “Final Construction Documents”) and shall submit the same
to Landlord for Landlord's approval, not to be unreasonably withheld, conditioned. or delayed. Tenant
shall supply Landlord with two (2) copies signed by Tenant of such Final Construction Documents
Landlord, acting reasonably and in good faith, shall advise Tenant within ten (10) business days afer
Landlord's receipt of the Final Construction Documents for the Expansion Premises if the same is
unsatisfactory or incomplete in any respect. If Tenant is so advised, Tenant shall immediately revise the
Final Construction Documents in accordance with such review and any disapproval of Landlord in
connection therewith.

34 Approved Construction Documents. The Final Construction Documents shall be
approved by Landlord (the “Approved Construction Documents™ prior to the commencement of
construction of the Expansion Premises by Tenant; provided, however, Tenant may commence demolition
work prior to Landlord's approval of the Final Construction Documents with Landlord's prior written
consent, not to be unreasonably withheld, conditioned, or delayed. ~After approval by Landlord of the
Final Construction Documents Tenant shall cause the Architect/Space Planner to submit the Approved
Construction Documents to the appropriate municipal authorities for all architectural and structural
permits (the “Permits™). provided that (a) the Architect/Space Planner shall provide Landlord with a copy
of the package that it intends to submit prior to such submission, and (b) if there are Base Building
‘modifications required to obtain the Permits, then Tenant shall obt Landlord's prior written consent to
any such Base Building modifications. Tenant hereby agrees that neither Landlord nor Landlord's
consultants shall be responsible for obtaining any building permit or certificate of occupancy (or other
documentation or approval allowing Tenant to legally occupy the Premises) for the Premises and that
obtaining the same shall be Tenant's responsibility: provided. however, that Landlord shall cooperate with
Tenant in performing ministerial acts reasonably necessary to enable Tenant to obtain any such permit or
certificate of occupancy (or other documentation or approval allowing Tenant to legally occupy the
Expansion Premises). No changes, modifications or alterations in the Approved Construction Documents
‘may be made without the prior written consent of Landlord, which consent may not be unreasonably
withheld.

SECTION4
CONSTRUCTION OF THE TENANT IMPROVEMENTS

41 Te Selection of Contractors.

411 The Contractor. Tenant shall retain a licensed general contractor selected by
Tenant and reasonably approved by Landlord (the “Contractor™), as contractor for the construction of the
‘Tenant Improvements, which Contractor shall be a qualified, reputable. general contractor experienced in
Comparable Buildings.

412 Tenant's Agents The ArchitecUSpace Planner, Engineers, consultants,
Contractor, other contractors, vendors, subcontractors, laborers, and material suppliers retained and/or
used by Tenant shall be known collectively as the “Tenant's Agents.” For the following trades. only those:
contractors, subcontractors, laborers, and material suppliers listed in the Construction Rules.
Requirements, Specifications, Design Criteria and Building Standards may be selected by Tenant:
Asbestos, Cable Television, Electrical, Elevators, Fire Sprinklers, Fire / Life Safety, HVAC, HVAC Air
Balance, Plumbing, Roofing (as listed for each building comprising the Project), and Waste. The
Electrical, Fire Sprinklers, Fire / Life Safety, HVAC and Plumbing must be engineered by, and any
structural engineering must be conducted by, an engineer or engineers approved by Landlord.

42 Construction of Tenant Improvements by Tenant's Agents.

42.1 Construction Contract: Cost Budget. Prior o execution of a construction
contract, Tenant shall submit a copy of the proposed contract with the Contractor for the construction of
the Tenant Improvements, including the general conditions with Contractor (the “Contract”) to Landlord
for its approval. which approval shall not be unreasonably withheld, conditioned or delayed. Following
execution of the Contract and prior to commencement of construction. Tenant shall provide Landlord with
a fully executed copy of the Contract for Landlord's records. Prior to the commencement of the
construction of the Tenant Improvements, and after Tenant has accepted all bids and proposals for the
Tenant Improvements, Tenant shall provide Landlord with a detailed breakdown, by trade, for all of
Tenant's Agents, of the final estimated costs to be incurred or which have been incurred in connection with
the design and construction of the Tenant Improvements to be performed by or at the direction of Tenant
o the Contractor (the “Construction Budget™), which costs shall include. but not be limited to, the costs of
the Architect’s and Engineers' fees and the Landlord Coordination Fee. The amount, if any, by which the
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total costs set forth in the Construction Budget exceed the amount of the Expansion Premises Tenant
Improvement Allowance is referred to herein as the “Over Allowance Amount™.

In the event that an Over-Allowance Amount exists, then prior to the commencement of
construction of the Tenant Improvements, Tenant shall supply Landlord with cash in an amount equal to
the Over-Allowance Amount. The Over-Allowance Amount shall be disbursed by Landlord prior to the
disbursement of any of the then remaining portion of the Expansion Premises Improvement Allowance,
and such disbursement shall be pursuant to the same procedure as the Expansion Premises Improvement
Allowance. In the event that, afer the total costs set forth in the Construction Budget have been delivered
by Tenant to Landlord, the costs relating to the design and consruction of the Tenant Improvements
change, any additional costs for such design and construction in excess of the tofal costs set forth in the
Construction Budget shall be added to the Over-Allowance Amount and the total costs set forth in the
Construction Budget, and such additional costs shall be paid by Tenant to Landlord immediately as an
addition to the Over-Allowance Amount or at Landlord's option, Tenant shall make payments for such
additional costs out of its own funds, but Tenant shall continue to provide Landlord with the documents
described in items (i), (i), (iii) and (iv) of Section222.1 of this Tenant Work Letter, above, for
Landlord's approval, prior to Tenant paying such costs. All Tenant Improvements paid for by the Over-
Allowance Amount shall be deemed Landlord's property under the terms of the Lease.

422 Tenant's Agents

4221 Landlord's General Conditions for Tenant's Agents and Tenant
Improvement Work. Tenant's and Tenant's Agent's construction of the Tenant Improvements shall
comply with the following: (i) the Tenant Improvements shall be constructed in strict accordance with the
Approved Construction Documents; (i) Tenant and Tenant's Agents shall not, in any way, interfere with,
obstruct, or delay. the work of Landlord's base building contractor and subcontractors with respect to the
Base Building or any other work in the Building: (iii) Tenant's Agents shall submit schedules of all work
relating to the Tenant Improvements to Landlord and Landlord shall, within five (5) business days of
receipt thereof, inform Tenant's Agents of any changes which are necessary thereto, and Tenant's Agents
shall adhere to such corrected schedule; and (iv) Tenant shall abide by all rules made by Landlord with
respect to the use of parking. freight, loading dock and service elevators. storage of materials. coordination
of work with the contractors of other tenants, and any other matter in connection with this Tenant Work
Letter, including. without limitation, the construction of the Tenant Improvements and Tenant shall
promptly execute all documents including, but not limited to, Landlord's standard contractor’s rules and
regulations, as Landlord may deem reasonably necessary to evidence or confirm Tenant's agreement o so
abide.

y. Tenant's indemnity of Landlord as set forth in Section 10.1
of this Lease shall also apply with respect to any and all costs, losses, damages. injuries and liabilities
related in any way to any act or omission of Tenant or Tenant's Agents, or anyone directly or indirectly
employed by any of them, or in connection with Tenant's non-payment of any amount arising out of the
‘Tenant Improvements and/or Tenant's disapproval of all or any portion of any request for payment. Such
indemnity by Tenant, as set forth in Section 10.1 of this Lease, shall also apply with respect to any and all
costs, losses, damages, injuries and liabilities related in any way to Landlord's performance of any
‘ministerial acts reasonably necessary (i) to permit Tenant to complete the Tenant Improvements, and (ii)
t0 enable Tenant to obtain any building permit or certificate of occupancy (or other documentation or
approval allowing Tenant to legally occupy the Expansion Premises) for the Expansion Premises.

4223 Requirements of Tenant's Agents. FEach of Tenant's Agents shall
‘guarantee 10 Tenant and for the benefit of Landlord that the portion of the Tenant Improvements for which
it is responsible shall be free from any defects in workmanship and materials for a period of not less than
one (1) year from the date of completion thereof. Each of Tenant's Agents shall be responsible for the
replacement or repair, without additional charge. of all work done or fumished in accordance with its
contract that shall become defective within one (1) year afier the later to occur of (i) completion of the
work performed by such contractor or subcontractors and (ii) the Expansion Premises Rent
‘Commencement Date. The correction of such work shall include, without additional charge, all additional
expenses and damages incurred in connection with such removal or replacement of all or any part of the
Tenant Improvements, and/or the Building and/or common areas that may be damaged or disturbed
thereby. All such warranties or guarantees as to materials or workmanship of or with respect to the Tenant
Improvements shall be contained in the Contract or subcontract and shall be written such that such
‘guarantees or warranties shall inure to the benefit of both Landlord and Tenant, as their respective interests
‘may appear, and can be directly enforced by either. Tenant covenants to give to Landlord any assignment
or other assurances which may be necessary to effect such right of direct enforcement.
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4224 Insurance Requirements.

42241 General Coverages. All of Tenant's Agents shall carry
worker's compensation insurance covering all of their respective employees, and shall also carry
commercial general liability insurance, including property damage, all with limits, in form and with
‘companies as are required to be carried by Tenant as set forth in Article 10 of this Lease, and the policies
therefor shall insure Landlord and Tenant, as their interests may appear, as well as the Contractor and
subcontractors.

42242 Special Coverages. Tenant or Contractor shall carry
“Builder’s All Risk” insurance in an amount approved by Landlord, which shall in no event be less than
the amount actually carried by Tenant or Contractor, covering the construction of the Tenant
Improvements, and such other insurance as Landlord may require, it being understood and agreed that the
Tenant Improvements shall be insured by Tenant pursuant to Article 10 of this Lease immediately upon
completion thereof. Such insurance shall be in amounts and shall include such extended coverage
endorsements as may be reasonably required by Landlord.

42243 General Terms. Certificates for all insurance carried
pursuant to this Section 4.2.2.4 shall be delivered to Landlord before the commencement of construction
of the Tenant Improvements and before the Contractor's equipment is moved onto the site. All such
policies of insurance must contain a provision that the company writing said policy will give Landlord
thirty (30) days prior written notice of any cancellation or lapse of the effective date or any reduction in
the amounts of such insurance. In the event that the Tenant Improvements are damaged by any cause
during the course of the construction thercof, Tenant shall immediately repair the same at Tenant's sole
costand expense. Tenant's Agents shall maintain all of the foregoing insurance coverage in force until the
Tenant Improvements are fully completed and accepted by Landlord, except for any Products and
Completed Operation Coverage insurance required by Landlord, which is to be maintained for ten (10)
years following completion of the work and acceptance by Landlord and Tenant and which shall name
Landlord, and any other party that Landlord so specifies, as additional insured as to the full limits required
hereunder for such entire ten (10) year period. Al insurance, except Workers' Compensation, maintained
by Tenant's Agents shall preclude subrogation claims by the insurer against anyone insured thereunder.
Such insurance shall provide that it is primary insurance as respects the owner and that any other insurance
‘maintained by owner is excess and noncontributing with the insurance required hereunder. The
requirements for the foregoing insurance shall not derogate from the provisions for indemnification of
Landlord by Tenant under Section 4.2.2.2 of this Tenant Work Letter. Landlord may, in its discretion,
require Tenant to obtain a lien and completion bond or some altemate form of security satisfactory to
Landlord in an amount sufficient to ensure the lien-free completion of the Tenant Improvements and
naming Landlord as a co-obligee.

423 Governmental Compliance. The Tenant Improvements shall comply in all
respects with the following: (i) the Code and other state, federal, city or quasi-governmental laws, codes,
ordinances and regulations, as each may apply according to the rulings of the controlling public official,
agent or other person; (ii) applicable standards of the American Insurance Association (formerly, the
National Board of Fire Underwriters) and the National Electrical Code; and (iii) building material
‘manufacturer's specifications.

424 Inspection by Landlord. Landlord shall have the right to inspect the Tenant
Improvements at all times, provided however, that Landlord's failure to inspect the Tenant Improvements
shall in no event constitute a waiver of any of Landlord's rights hereunder nor shall Landlord's inspection
of the Tenant Improvements constitute Landlord's approval of the same. Should Landlord reasonably
disapprove any portion of the Tenant Improvements due to defects or deviations in the completion of such
improvements, Landlord shall notify Tenant in writing of such disapproval and shall specify the items
disapproved. Any defects or deviations noted in Landlord's disapproval shall be rectified by Tenant at no
expense to Landlord, provided however, that in the event Landlord determines that a defect or deviation
exists, Landlord may, take such action as Landlord deems necessary, at Tenant's expense and without
incurring any liability on Landlord’s part, to correct any such defect or deviation, including, without
limitation, causing the cessation of performance of the construction of the Tenant Improvements until such
time as the defect, deviation and/or matter is corrected to Landlord's satisfaction.

425 Meetings Commencing upon the execution of this Amendment, Tenant shall
hold regular meetings with the Architect'Space Planner and the Contractor regarding the progress of the
preparation of Construction Documents and the construction of the Tenant Improvements, which meetings
shall be held at the office of the Project, at a time mutually agreed upon by Landlord and Tenant, and,
upon Landlord's request, certain of Tenant's Agents shall attend such meetings. I addition, minutes shall
be taken at all such meetings. a copy of which minutes shall be prompily delivered to Landlord. One such
‘meeting each month shall include the review of Contractor's current request for payment.
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426 Landlord Coordination Fee. Tenant shall pay a construction supervision and
‘management fee (the “Landlord Coordination Fee™) to Landlord in an amount equal to one percent (1.0%)
of the Expansion Improvement Allowance.

43 Notice of Completion. Within five (5) days after the final completion of construction of
the Tenant Improvements, including, without limitation, the completion of any punch list items, Tenant
shall cause a Notice of Completion to be recorded in the office of the Recorder of the County in which the
Premises is located pursuant to applicable Law, and shall funish a copy thereof to Landlord upon such
recordation. If Tenant fails to do so, Landlord may execute and file the same on behalf of Tenant as
‘Tenant's agent for such purpose, at Tenant's sole cost and expense. At the conclusion of construction and
prior to Landlord's payment of the Final TI Allowance Reimbursement, (i) Tenant shall cause the
Contractor and the Architect/Space Planner (A) to update the Approved Construction Documents through
annotated changes, as necessary, o reflect all changes made to the Approved Construction Documents
during the course of construction, (B) 1o certify to the best of the ArchitectSpace Planner's and
Contractor's knowledge that such updated Approved Construction Documents are true and correct, which
certification shall survive the expiration or termination of this Lease, as hereby amended, and (ii) Tenant
shall deliver to Landlord the Final Close Out Package. Landlord shall, at Tenants expense, update
Landlord's “as-built” master plans, for the floor(s) on which the Premises are located. if any. including
updated vellums and electronic CAD files, all of which may be modified by Landlord from time to time,
and the current version of which shall be made available to Tenant upon Tenant's request.

SECTION 5
MISCELLANEOUS

5.1  Tenant's Representative. Tenant has designated Jason Gordon as its sole representative
with respect to the matters set forth in this Tenant Work Letter, who shall have full authority and
responsibility o act on behalf of the Tenant as required in this Tenant Work Letter.

52  Landlord's Representative. Landlord has designated Jack Van Kleunen as its sole
representative with respect to the matters set forth in this Tenant Work Letter, who, until further notice to
Tenant, shall have full authority and responsibility to act on behalf of the Landlord as required in this
‘Tenant Work Letter.

53 Time of the Essence in This Tenant Work Letter. Unless otherwise indicated, all
references in this Tenant Work Letter t0 a “number of days™ shall mean and refer to calendar days. If any
item requiring approval is timely disapproved by Landlord, the procedure for preparation of the document
and approval thercof shall be repeated until the document is approved by Landlord.

54 Tenant's Lease Default. Notwithstanding any provision to the contrary contained in this
Lease, if an event of default as described in Section 19.1 of this Lease or a default by Tenant under this
Tenant Work Letter has occurred at any time on or before the substantial completion of the Expansion
Premises. then (i) in addition to all other rights and remedies granted to Landlord pursuant to this Lease.
Landlord shall have the right to withhold payment of all or any portion of the Expansion Premises Tenant
Improvement Allowance and/or Landlord may cause Contractor to cease the construction of the Expansion
Premises (in which case, Tenant shall be responsible for any delay in the substantial completion of the
Expansion Premises caused by such work stoppage). and (ii) all other obligations of Landlord under the
terms of this Tenant Work Letter shall be forgiven until such time as such default s cured pursuant to the
terms of this Lease (in which case, Tenant shall be responsible for any delay in the substantial completion
of the Expansion Premises caused by such inaction by Landlord).
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EXHIBIT “C”
MASTER DECLARATION

(i) Notice Of Adoption OF Redevelopment plan Entitled “Depot District Redevelopment Project Area
Plan”. dated October 15, 1998, recorded October 22, 1998 as Entry No. 7127194 in Book 8133 at Page
1835 of the Official Records. as amended and affected by an Amended Notice Of Adoption Of
Redevelopment Plan Entitled “Depot District Redevelopment Project Area Plan”, dated October 15, 1998,
recorded May 6, 1999 as Entry No. 7345726 in Book 8275 at Page 1402 of the Official Records;

(i) Easement Agreement (With Boundary Agreement), dated January 3, 2000, recorded January 13, 2000
as Entry No. 7553961, in Book 8336, at Page 1170 of the Official Records, as amended and/or otherwise
affected by that certain Omnibus Amendment To City Project Agreements, recorded April 22, 2013 as
Entry No. 11622630, in Book 10129, at Page 5755 of the Official Records, as amended andor otherwise
affected by that certain Affidavit, dated February 21, 2001, executed by BRIAN GOCHNOUR, recorded
February 26, 2001 as Entry No.7828965, in Book 8427, at Page 4667 of the Official Records;

(iii) Amended And Restated Participation And Reimbursement Agreement, dated as of May __, 2006,
recorded June 8, 2006 as Entry No. 9747342, in Book 9305, at Page 5127 of the Official Records, as
amended and/or otherwise affected by that certain First Amendment To Amended And Restated
Participation And Reimbursement Agreement, recorded April 22, 2013 as Entry No. 11622649, in Book
10129, at Page 5750 of the Official Records:

(iv) Rio Grande Street Grant Of Easement, dated January 3, 2000, recorded January 13, 2000 as Entry No.
7553963, in Book 8336, at Page 1217 of the Official Records, as corrected by an Affidavit recorded
August 7, 2000 as Entry No. 7693049, in Book 8379 at Page 5484 of the Official Records, as amended,
supplemented and otherwise affected by that certain First Amendment To Rio Grande Street Grant Of
Easement, recorded May 6, 2005 as Entry No. 9370280, in Book 9128, at Page 481 of the Official
Records, and by that certain Second Amendment to Rio Grande Street Grant Of Easement, recorded
December 20, 2007 as Entry No. 10305320, in Book 9550, at Page 5547 of the Official Records, and by
that certain Joint Omnibus Amendment To Project Agreements, recorded April 22, 2013 as Entry No.
11622651, in Book 10129, at Page 5760 of the Official Records;

(v) Plaza Pedestrian And Public Use Easement And Programming Agreement, dated December 23, 1999,
recorded January 13, 2000 as Entry No. 7553964, in Book 8336, at Page 1240 of the Official Records, as
corrected by an Affidavit recorded August 7, 2000 as Entry No. 7693049, in Book 8379 at Page 5484 of
the Official Records, and as amended, supplemented and otherwise affected by that certain First
‘Amendment To Plaza Pedestrian And Public Use Easement And Programming Agreement, recorded May
6, 2005 as Entry No. 9370282, in Book 9128, at Page 506 of the Official Records, and by that certain Joint
‘Omnibus Amendment To Project Agreements, recorded April 22, 2013 as Entry No. 11622651, in Book
10129, at Page 5760 of the Official Records;

(vi) North Temple Frontage Road Grant Of Easement, dated December 23, 1999, recorded January 13,
2000 as Entry No. 7553965, in Book 8336, at Page 1263 of the Official Records, as corrected by an
Affidavit recorded August 7, 2000 as Entry No. 7693049, in Book 8379 at Page 5484 of the Official
Records, and as amended, supplemented and otherwise affected by that certain First Amendment To North
Temple Frontage Road Grant Of Easement, recorded May 6, 2005 as Entry No. 9370279, in Book 9128, at
Page 466 of the Official Records, and by that certain Joint Omnibus Amendment To Project Agreements,
recorded April 22, 2013 as Entry No. 11622651, in Book 10129, at Page 5760 of the Official Records;

(vii) Depot Pedestrian And Public Use Easement, dated December 23, 1999, recorded January 13, 2000 as
Entry No. 7553966, in Book 8336, at Page 1284 of the Official Records, as amended, supplemented and
otherwise affected by that certain First Amendment To Depot Pedestrian And Public Use Easement,
recorded May 6, 2005 as Entry No. 9370281, in Book 9128, at Page 497 of the Official Records;

(viii) Hotel Pedestrian Easement, dated December 23, 1999, recorded January 13, 2000 as Entry No.
7553967, in Book 8336, at Page 1302 of the Official Records, as amended, supplemented and otherwise
affected by that certain First Amendment To Hotel Pedestrian Easement Now Known As Walkway
Easement, recorded May 6, 2005 as Entry No. 9370283, in Book 9128, at Page 525 of the Official
Records;

(ix) Parks Blocks Agreement, dated as of July 5, 2000, recorded July 7, 2000 as Entry No. 7674967,
Book 8373, at Page 5614 of the Official Records, as amended and/or otherwise affected by that certain
Omnibus Amendment To City Project Agreements, recorded April 22, 2013 as Enury No. 11622650, in
Book 10129, at Page 5755 of the Official Records:

(x) Declaration And Establishment Of Protective Covenants, Conditions And Restrictions And Grant Of
Easements, dated as of December 15, 2000, recorded December 27, 2000 as Entry No. 7787948, in Book
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8410, at Page 8311 of the Official Records, as amended and/or otherwise affected by that certain First
Amendment To Declaration And Establishment Of Protective Covenants, Conditions And Restrictions
And Grant Of Easements, recorded March 1, 2001 as Entry No. 7833680, in Book 8430, at Page 1766 of
the Official Records, and by that certain Second Amendment To Declaration And Establishment Of
Protective Covenants, Conditions And Restrictions And Grant Of Easements, recorded May 6, 2005 as
Entry No. 9370284, in Book 9128, at Page 536 of the Official Records;

(xi) Amended and Restated Declaration of Condominium Gateway Block C1 Condominium Project,
recorded April 27, 2001 as Entry No. 7881708, in Book 8450, at Page 4761 of the Official Records, as
said Amended And Restated Declaration was amended and/or otherwise affected by that certain First
Amendment to Amended and Restated Declaration of Condominium Gateway Block C1 Condominium
Project, recorded February 15, 2011 as Entry No. 11134756, in Book 9905, at Page 6380 of the Official
Records;

(xii) Amended And Restated Declaration Of Condominium Gateway Block C2 Condominium Project,
recorded April 27, 2001 as Entry No. 7881709, in Book 8450, at Page 4843 of the Official Records;

(xiii) Declaration Of Condominium Gateway Block A Condominium Project, recorded February 26, 2001
as Entry No. 7828969, in Book 8427, at Page 4676 of the Official Records:

(xiv) Declaration Of Condominium Gateway Block B Condominium Project, recorded February 26, 2001
as Entry No. 7828971, in Book 8427, at Page 4752 of the Official Records, as amended or otherwise
affected by that certain First Amendment To Declaration Of Condominium Gateway Block B
Condominium Project And Amendment Of Record Of Survey Map. recorded May 16, 2002 as Entry No.
8235748, in Book 8598 at Page 7012, of the Official Records, and by that certain Second Amendment To
Declaration Of Condominium Gateway Block B Condominium Project And Amendment Of Record Of
Survey Map, recorded July 20, 2004 as Entry No. 9125323, in Book 9016 at Page 2655;

(xv) Declaration OF Covenants, Conditions And Restrictions Re Commercial Shared Maintenance, dated
as of February 28, 2001, as evidenced by that certain Memorandum Of Declaration Of Covenants,
Conditions And Restrictions Re Commercial Shared Maintenance (Gateway), recorded March 1, 2001 as
Entry No. 7833681, in Book 8430, at Page 1770 of the Official Records, and by that certain First
Amendment To Memorandum Of Declaration Of Covenants, Conditions And Restrictions Re Commercial
Shared Maintenance, recorded May 6, 2005 as Entry No. 9370286, in Book 9128, at Page 563 of the
Official Records, and by that certain Consent and Acknowledgment of Inland Western Salt Lake City
Gateway, LL.C,, recorded September 25, 2013 as Entry No. 11730200, in Book 10180, at Page 1552 of
the Official Records;

(xvi) Declaration Of Easements, dated as of September 1, 2001, recorded April 7, 2003 as Entry No.
8600407, in Book 8772, at Page 5889 of the Official Records;

(xvii) Covenant Agreement, dated as of February 28, 2003, recorded April 7, 2003 as Entry No. 8600408,
in Book 8772, at Page 5901 of the Official Records;

(xviii) unrecorded Parking License Agreement dated April 8, 2002, unrecorded First Amendment to
Parking License Agreement dated as of July 9, 2002, and unrecorded Central Plant Participation
Agreement dated June 1, 2002, each as disclosed by that certain Parking License, Parking Access, Central
Plant Participation And Subordination Agreement, dated as of June 16, 2003, recorded June 16, 2003 as
Entry No. 8691592, in Book 8818, at Page 5955 of the Official Records;

(xix) Parking License Agreement, dated October 6, 2003, recorded October 10, 2003 as Entry No.
8848851, in Book 8894, at Page 9334 of the Official Records, as amended, supplemented and otherwise
affected by that certain First Amendment To Parking License Agreement (Gateway Office 3), dated May
5, 2005, recorded May 6, 2005 as Entry No. 9370289, in Book 9128, at Page 580 of the Official Records;

(xx) Agreement For Construction And Subsequent Acquisition Of Retail Unit 4, Gateway Block A
Condominium, For The Purpose Of Operating A Planetarium And Presenting Large Screen Motion
Picture Features, dated February 13, 2002, recorded June 8, 2004 as Entry No. 9084123, in Book 8998, at
Page 4901 of the Official Records;

(xxi) Parking License Agreement, dated June 30, 2004, recorded July 20, 2004 as Entry No. 9125321, in
Book 9016, at Page 2635 of the Official Records, as amended, supplemented and otherwise affected by
that certain First Amendment To Parking License Agreement, dated May S, 2005, recorded May 6, 2005
as Entry No. 9370288, in Book 9128, at Page 573 of the Official Records;

(xxii) Air Space Easement Agreement, dated as of May 5, 2005, recorded May 6, 2005 as Entry No.
9370290, in Book 9128, at Page 586 of the Official Records;
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(xxiii) Encroachment Agreement, dated as of May 5, 2005, recorded May 6, 2005 as Entry No. 9370291,
in Book 9128, at Page 595 of the Official Records;

(xxiv) Declaration Of Covenants, Restrictions And Easements (The Gateway-Retail Parcels), recorded
May 6, 2005 as Entry No. 9370292, in Book 9128, at Page 605 of the Official Records, as amended by
that certain Amendment To Declaration Of Covenants, Restrictions And Easements, recorded May 31,
2005 as Entry No. 9390612, in Book 9137, at Page 7862 of the Official Records, as amended by that
Second Amendment to Declaration of Covenants, Restrictions and Easements dated June 27, 2019,
recorded June 28, 2019, as Entry No. 13019122 in Book 10797, Page 3555;

(xxv) Declaration Of Easement (Emergency Ingress & Egress), dated as of January 6, 2006, recorded
January 10, 2006 as Entry No. 9606025, in Book 9241, at Page 9418 of the Official Records:

(xxvi) Parking License Agreement, dated December 15, 2006, recorded December 26, 2006 as Entry No.
9951937, in Book 9399, at Page 9815 of the Official Records;

(xoxvii) Easement, recorded December 4, 2007 as Entry No. 10291031, in Book 9544, at Page 1216 of the
Official Records:

(xxviii) Declaration Of Bridge Covenants And Easements (The Gateway-Retail Parcels), dated October 3,
2007, recorded January 22, 2008 as Entry No. 10328082, in Book 9561, at Page 1129 of the Official
Records;

(xxix) Easement, recorded January 22, 2008 as Entry No. 10328083, in Book 9561, at Page 1144 of the
Official Records;

(xxx) Parking License Agreement, dated March 20, 2006, the existence of which is disclosed of record by
that certain Memorandum Of Parking License Agreement recorded October 22, 2012 as Entry No.
11496303, in Book 10068, at Page 3312 of the Official Records:

(oocxi) Central Plant Participation Agreement, dated October 6, 2003, recorded October 10, 2003 as Entry
No. 8848852, in Book 8894, at Page 9344 of the Official Records;

(xxxii) Central Plant Participation Agreement, dated June 30, 2004, recorded July 20, 2004 as Entry No.
9125322, in Book 9016, at Page 2645 of the Official Records; and

(oxxii) all amendments, modifications, extensions and renewals and replacements thereof; all of which
shall be superior to this Lease, binding upon the Project and run with the land.
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EXHIBIT “D”

EXCEPTION SUITES GREY SHELL CRITERIA

LANDLORD SHALL PROVIDE THE FOLLOWING GRAY SHELL IMPROVEMENTS TO THE
PREMISES HEREINAFTER REFERRED TO AS “LANDLORD'S WORK':

A. STRUCTURES:

Erame: The building is constructed of steel frame, reinforced conerete, or masonry bearing
wall, as provided within the existing Gateway project.

Exterior Walls: The exterior wall(s) are of masonry, steel framed, or such other material or
materials, as provided within the existing Gateway project

Ceiling Heights: Tenant’s responsibility as to clear height from floor slsb.

Roof: The roof is of single ply material type, or equal, as provided within the existing
Gateway project.

Partitions: Interior partition walls are Tenant’s responsibility.
Door(s) and Frame(s): Exterior service door(s) and frame(s) shall be hollow metal.

Storefront Doors: See Paragraph F.

B. INTERIOR FINISHES:

z

3

4.

Floors: Landlord shall fumish a standard four inch (4”) thick concrete slab or suspended
structural slab throughout the interior of the Premises

Suspended Structural Slab:-The clevated floor slabs of this building are of post-tension
concrete construction. Any attachments for mechanical, electrical, or architectural elements
shall be limited to a 1™ maximum drilled or driven anchor embedment. If deeper embedment
or core drilling is required, the slab shall be scanned to locate PT tendons and location
adjusted to provide at least 3" clear from any PT tendon. In the event that PT tendons
become damaged o cut, they must be repaired to bring the building back to the original
design condition. Cost of these repairs shall b the responsibility of the Contactor.

Walls: Demising wall(s) shall be unpainted masonry or unpainted drywall finish, taped over
Stud, Tenant shall be responsible for final preparation and finish. Height shall be determined
by Project Architect. Any cross partition(s) shall be Tenant’s responsibility. Exterior and
rear wall(s) shall be unpainted masonry or concrete finish or such other material(s) as
selected by Project Architect.

Ceilings: None provided, Tenant’s responsibilty.

C. SANITARY FACILITIES:

i

Toilet Room: None provided, Tenants responsibility. (Existing toilet rooms can remain if
tenant so chooses)

D. UTILITIES:

%

. Water and Sewer: Landlord shall fumish a minimum of one (1), one inch (1) cold water

Supply and one (1), four inch (4°) waste water line to the Premises per Landlord's plans.
Tenant s responsible for stubbing access to both the supply and waste lines.

Electricity: Landlord shall fumish existing electrical cabinets and breakers, located on the
rear of the building, capable of accommodating the following minimum service
requirements. All down stream conduit from existing panels to be removed except for power
10 F.C.Us and misc. fire alarm devices.

(a) Service at gutter shall be a 200A — 120208V of service, terminated at the gutter.

EXHIBIT D
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(b) Any electrical requirements (step-down transformer, distribution, wiring, convenience
outles, etc.) beyond said service above shall be Tenant’s responsibility.

3. Lighting: None provided, Tenant’s responsibility.

4. HVAC: Landlord shall provide chilled and heating water from the central plant to the
Space and provide an outside air connection for space ventilation, based on the following:

(3 Distibution System Design: Al air distribution system(s) shall be Tenant’s
responsibility including providing 4-pipe fan coils, heating and chilled water
distribution, outside air distribution and thermostats.  Chilled water coils will be
designed for 48°F EWT. Heating water coils will be designed for 145°F EWT.

(aa) Central Plant Deliverable: Hot water and chilled water delivered from the central
plant is intended for artificial cooling and heating of the space and for heating
domestic hot water. Hot water and chilled water temperature set points change
seasonally for efficiencies but are always adequate to maintain 72°F (Cooling
Mode) and 70°F (Heating Mode) air temperatures year-round and to maintain
120°F domestic hot water. Tenant is responsible for obtaining Landlord approval
for use of the central plant’s hot and chilled water which exceed these
parameters.

(b)  Capacity: The air conditioning capacity shall not exceed one (1) ton for each three
hundred (300) square feet of Floor Area for retal space.

(©)  Special Equipment: In the event that Tenant’s use of the Premises requires fresh air
andior exhaust air for special equipment, cooking equipment, additional personnel, stock
room areas, or show windows, and the like, Tenant shall provide same at Tenant’s sole
expense, subject to the prior approval of Landlord. Tenant shall connect to base building
systems where available.

5. Fire Sprinkler System: Landlord will provide a main fire line stubbed through the Premises
and a layout of upright heads for shell construction as required by code.

E. TELEPHONI

1. One (1), one inch (1) conduit, with pull string from the building telephone mounting
board to Premises will be provided by the Landlord.

F. STORE FRONTS:

1. Design and Installation: A standard minimum of one (1) store front shall be designed by
the Project Architect and installed by Landlord consisting of 2 minimum of one (1) single
door with eylinder lock. Landlord may elect to provide a double-entry door, at Landlord’s
sole discretion, predicated on the square footage of the Premises.

15953353 112
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FOURTH AMENDMENT TO OFFICE LEASE

THIS FOURTH AMENDMENT TO OFFICE LEASE (this “Amendment”) is made and entered
iinto as of the 25th day of February, 2021 (the “Amendment Effective Date™) by and between VESTAR
GATEWAY, LLC, a Delaware limited company (“Landlord™) and RECURSION
PHARMACEUTICALS, INC., a Delaware corporation (~Tenant").

RECITALS:

A Landlord and Tenant have previously executed and delivered that certain Office Lease
dated November 13, 2017, as amended by that certain First Amendment to Lease dated September 25,
2018, as amended by that certain Second Amendment to Lease dated November 13, 2019, as amended by
that certain Third Amendment to Lease dated January 22, 2021 (collectively, the “Lease™) with respect to
certain Premises more particularly described therein.

B.  Landlord and Tenant have agreed to modify the Lease, subject to and in accordance with
the further terms, covenants and provisions of this Amendment.

NOW, THEREFORE, in consideration of the execution and delivery of the Lease, the foregoing
Recitals, the mutual agreements, covenants and promises contained in this Amendment and other good
and valuable considerations, the receipt, sufficiency and validity of which are hereby acknowledged,
Landlord and Tenant agree as follows:

1 Definitions. Capitalized terms used in this Amendment without definition shall have the
‘meanings assigned to such terms in the Lease unless the context expressly requires otherwise.

2. Additional Premises Rent Commencement Date. Landlord and Tenant hereby agree that
the Additional Premises Rent Commencement Date (as defined in the Second Amendment) is hereby
amended to be March 1, 2021. The expiration date of the Lease Term (only with respect to the Additional
Premises) shall be extended by six (6) months and twenty-two (22) days and shall expire on December 22,
2028,

3. Estoppel. Tenant and Landlord each hereby affirms by execution of this Amendment that
0 the best of such party’s knowledge the Lease is in full force and effect and such party does not have any
presently existing claims against the other party or any offsets against any amounts due under the Lease.
To the best of cach party’s knowledge, there are no defaults of the other party under the Lease and there
are no existing circumstances which with the passage of time, notice or both, would give rise to a default
under the Lease.

4 Full Force and Effect. Except as expressly modified by this Amendment, the Lease
remains unmodified and in full force and effect. All references in the Lease to “this Lease” shall be
deemed references to the Lease as modified by this Amendment.

5. Counterparts; Electronic Signatures. This Amendment may be executed in one or more
counterparts and the signature pages combined to constitute one document. Electronic signatures shall
have the same force and effect as original signatures.

(signatures on next page)
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IN WITNESS WHEREOF, Landlord and Tenant have executed this Amendment as of the date
and year first above written.

LANDLORD:
VESTAR GATEWAY, LLC, 2 Delaware limited liability company
By: SLC Gateway Retail, LLC,

a Delaware limited liability company,

its Sole Member

By: VGSLM,LLC,

2 Delaware limited li
its Managing Member

By:
Name: R Patrick McGinley
Title: Manager

TENANT:

RECURSION PHARMACEUTICALS, INC.,
a Delaware corporation

Dncesmeat
By: | Dracon [
Newe Fackon COrEis

Its:_Senior Director of people Operations
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FIFTH AMENDMENT TO OFFICE LEASE

‘THIS FIFTH AMENDMENT TO OFFICE LEASE (this “Amendment”) is made and entered into
as of the 15th day of May, 2021 (the “Amendment Effective Date”) by and between VESTAR
GATEWAY, LLC, a Delaware limited liability company (“Landlord) and RECURSION
PHARMACEUTICALS, INC.. a Delaware corporation (“Tenant”).

RECITALS:

A, Landlord and Tenant have previously executed and delivered that certain Office Lease
dated November 13, 2017, as amended by that certain First Amendment to Lease dated September 25,
2018, as amended by that certain Second Amendment to Lease dated November 13, 2019, as amended by
that certain Third Amendment to Lease dated January 22, 2021, and as amended by that certain Fourth
‘Amendment to Lease dated February 25, 2021 (collectively, the “Lease™) with respect to certain Premises
‘more particularly described thercin.

B.  Landlord and Tenant have agreed to modify the Lease, subject to and in accordance with
the further terms, covenants and provisions of this Amendment.

NOW, THEREFORE, in consideration of the execution and delivery of the Lease, the foregoing
Recitals, the mutual agreements, covenants and promises contained in this Amendment and other good
and valuable considerations, the receipt, sufficiency and validity of which are hereby acknowledged,
Landlord and Tenant agree as follows:

1. Definitions. Capitalized terms used in this Amendment without definition shall have the

‘meanings assigned to such terms in the Lease unless the context expressly requires otherwise.

2. Expansion Premises Termination. Tenant’s right to terminate the Lease as set forth in
Paragraph 6 of the Third Amendment to Lease is hereby deleted.

3. Access to Adjoining Suites. If Tenant determines during the Expansion Premises Work
that Tenant requires access 1o any one or more of the following three (3) suites that are adjacent to the
Expansion Premises: (i.¢., the “Sprint” premises (containing 612 square feet), the “Head Gate Studios™
premises (containing 654 square feet), or the “Urban Homes™ premises (containing 1.115 square feet)).
each as depicted on Exhibit “A™ to this Amendment (collectively, the “Adjoining Suites”, Tenant may
provide to Landlord written notice of the need for such access. Within ninety (90) days following receipt
of such written notice with respect to the “Urban Homes™ premiscs and the “Head Gate Studios” premises
and within one hundred twenty (120) days following receipt of such written notice for the “Sprint™
premises, Landlord shall tender to Tenant possession of the Adjoining Suites designated by Tenant free
and clear of all occupants thereof and their personal property. In accordance with the terms of the Lease,
‘Tenant shall have the right to install an exhaust system and discharge stack that may include vertical and
horizontal ducting. fans, motors, and related facilities and improvements (the “Exhaust System") within
the Adjoining Suites in accordance with plans and specifications prepared by Tenant and approved by
Landlord, which approval shall not be unreasonably withheld. Landlord acknowledges that the installation
of the Exhaust System will require modifications to the roof deck and steel roof structure and agrees not to
‘withhold its consent to such plans and specifications for such reasons. Upon completion of Tenant's
Expansion Premises Work in the Adjoining Suites, but in no event later than the Expansion Premises Rent
Commencement Date, Tenant shall return to Landlord possession of the Adjoining Suites in broom clean
condition. Landlord shall have forty-five (45) days following Tenant returning to Landlord possession of
the Adjoining Suites to determine whether the installation of the Exhaust System has rendered the
Adjoining Suites unleasable due to lowered ceiling heights, column spacing or other physical limitations
within the Adjoining Suites directly attributable to the Exhaust System. If the Adjoining Suites are not in
leasable condition solely for the reasons set forth in the preceding sentence, then Landlord shall provide to
Tenant notice and the Adjoining Suites will become a portion of the Premises and the rentable square
footage of the Premises will be increased by the square footage of the Adjoining Suites retroactive to the
Expansion Premises Rent Commencement Date. If, however, the Adjoining Suites are in leasable
condition, Tenant’s obligation with respect to the Adjoining Suites shall terminate: provided, however,
Tenant shall have the right to use and maintain the Exhaust System for the remainder of the Expansion
Premises Lease Term for no additional rent.

4. Occupancy of Adjoining Suites. Terminating the existing leases for the Adjoining Suites
and relocating the tenants currently occupying the Adjoining Suites shall be at Landlord’s sole cost and
expense and will not be charged to Tenant. Furthermore, Tenant’s right to access the Adjoining Suites or
require Landlord to tender possession of the Accessed Suites to Tenant terminates once Tenant completes
the Expansion Premises Work. As such, if Tenant does not request that Landlord tender possession of the
Accessed Suites, and Tenant then performs the Expansion Premises Work and opens for business within
the Expansion Premises, Tenant has no right at a later date to request possession of the Adjoining Suites.
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5. Estoppel. Tenant and Landlord each hereby affirms by execution of this Amendment that
10 the best of such party’s knowledge the Lease is in full force and effect and such party does not have any
presently existing claims against the other party or any offsets against any amounts due under the Lease.
To the best of each party’s knowledge, there are no defaults of the other party under the Lease and there
are no existing circumstances which with the passage of time, notice or both, would give rise to a default
under the Lease.

6. Full Force and Effect. Except as expressly modified by this Amendment, the Lease
remains unmodified and in full force and effect. Al references in the Lease to “this Lease™ shall be
deemed references to the Lease as modified by this Amendment.

7. Counterparts: Electronic Signatures. This Amendment may be executed in one or more
counterparts and the signature pages combined to constitute one document. ~Electronic signatures shall
have the same force and effect as original signatures.

IN WITNESS WHEREOF, Landlord and Tenant have executed this Amendment as of the date
and year first above written.

LANDLORD:
'VESTAR GATEWAY, LLC, a Delaware limited liability company

By: SLC Gateway Retail, LLC,
a Delaware limited liability company,
its Sole Member

By: VGSLM.LLC,
a Delaware limited liability company,
its Managing Member

By: David l;dul
ossFespavid Larcher

Name:

Title: Manager

TENANT:

RECURSION PHARMACEUTICALS, INC.,
a Delaware corporation

e
BY:L—
Name: — "0 na Larson

Is: president & coo
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EXHIBIT “A™
100 S. BRIDGE AREA ACCESSIBLE TO TENANT

26212796936
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