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/s Holland & Hart

ajbell@hollandhart.com

Partner
Phone (801) 799-5855
ajbell@hollandhart.com

March 23, 2023

VIA EMAIL AND UPS OVERNIGHT
DELIVERY

INDUSTRY OFFICE SLC, LLC
Cc/0 INDUSTRY Denver

3001 Brighton Boulevard, Suite 449
Denver, CO 80216

ATTN: SLC Management
slemgmt@jindustryoffice.com

Re:  Lease Agreement by and between Industry Office SLC, LLC, as Landlord and
Recursion Pharmaceuticals, Inc., as Tenant, effective February 10, 2021, as
amended (the “Lease”) - NOTICE OF DEFAULT

Dear Sir or Madam:

This law firm represents Recursion Pharmaceuticals, Inc. (“Recursion”) in matters
relating to the above referenced Lease. All capital terms in this letter are intended to carry their
meaning as defined in the Lease.

When Recursion first engaged in negotiations with Landlord for the lease of the
Premises, Recursion was optimistic about the potential to transform an often-overlooked part of
Salt Lake City into a thriving biotech and commercial hub. Indeed, the opportunity to play a
significant role in the creation of a catalytic project was a strong draw to this site. Given its prior
experience and success in redeveloping a former retail site in the Gateway into its corporate
headquarters, Recursion understood that the adaptive reuse of an existing structure for biotech
uses can be challenging. These types of projects require close coordination, cooperation, and
good faith on the part of all parties involved, including Landlord’s vertically integrated base
building architect and general contractor (the “Related Parties). Indeed, these concepts are
central to the Lease and, in particular, the Work Letter that governs each party’s construction
work within the Building. Recursion would not have entered into the Lease but for the
commitment on the part of Landlord to work cooperatively and in good faith with Recursion to
build out the Premises.

Unfortunately, Landlord and its Related Parties’ behavior has been anything but
coordinated, cooperative or a demonstration of good faith. For over two years, Recursion has
experienced numerous problems that have materially and significantly delayed its occupancy of
the Premises. In fact, it took Landlord almost eighteen months to simply provide a reasonable
Schedule and target Landlord’s Completion Date, which was supposed to occur on or before
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August 31, 2022. It is important to note that this date was already well beyond Recursion’s

expectations, especially given the short five-year Lease term. Additionally, there have been
ongoing debates with Landlord and its general contractor about significant and material life-
safety issues with the scope of Landlord’s Work and the potential risks to Recursion, which

caused further delays in the completion of Landlord’s Work.

Despite Recursion’s recent conversations with Landlord seeking a path forward related to
the Premises, additional information has come to light that materially changes the viability of the
Premises for Recursion’s intended use and forecloses the opportunity for Recursion to realize the
benefit of its bargain when entering into the Lease. While the Lease may provide Landlord with
an opportunity to cure defaults under certain circumstances, it is Recursion’s view that, for
multiple reasons, an adequate cure is impossible in this instance.

As you may know, certain third-party expert consultants were recently retained on
Recursion’s behalf to review various architectural and construction-related elements of
Landlord’s Work. In the initial findings, the consultants’ review has already uncovered
numerous apparent irregularities, deficiencies, deviations from applicable structural drawings
and/or non-conforming conditions with applicable building codes. At least one of these
conditions appears to be so severe that it would effectively prevent Recursion’s occupation of the
Premises for its intended use and, potentially, any use of the Premises by any tenant.

Pursuant to the amended core and shell plans dated December 8, 2021 (the “Plans”), a
fire wall is required as part of Landlord’s Work, and the Plans expressly indicate that the wall is
to be a 3-hour rated assembly, which is consistent with the requirements of the 2018
International Building Code.

Specifically, Wall Sections 4/A5-4.5.02, 1, 2 and 3/A5-4.5.04 and 1/A5-4.5.05 are
annotated in the Plans as follows:

3 HR FIRE WALL (UL W454) ASSEMBLY- 6” METAL STUD OVER 5/8”
GYP. BD (NAT’L GYPSUM CO - FSW-C) OVER 2 LAYERS OF 1” THICK
GYP BD. (NAT’L GYPSUM CO - FSW-7) W. ‘H’ STUD AND MELT AWAY
CLIPS ON BOTH SIDES OVER 3/4” AIR SPACE OVER 6” METAL STUD
OVER 5/8” GYP. BD.

Wall Sections 1 and 3/A5-4.5.03, and plan view 2/A5-4.5.03 are annotated in the Plans as
follows:

3 HR FIRE WALL (UL W454) ASSEMBLY: - 5/8” GYP. BD OVER 6~
METAL STUD OVER 3/4” AIR SPACE OVER 2 LAYERS OF 1” THICK GYP
BD. W. ‘H’ STUD AND MELT AWAY CLIPS ON BOTH SIDES OVER 3/4”
AIR SPACE OVER 6” METAL STUD OVER 5/8” GYP. BD.

21108466_v7



/s Holland & Hart o e S

Page 3

However, the wall that is illustrated in the Plans and appears to have been constructed at
the Premises is not consistent with UL W454. Instead, both the illustration and the wall itself are
more consistent with a 2-hour rated assembly.

This discrepancy is a serious concern and is the result of a catastrophic failure on the part
of Landlord and/or its contractors. Simply put, the fire wall, as constructed, does not provide the
rating that is required by the building code. Under these circumstances, it seems highly
improbable that Recursion would be allowed to occupy and use the Premises in the manner
mutually agreed upon by the parties under the Lease. Landlord’s failure to deliver a Premises
that is suitable for Recursion’s laboratory, research and development occupancy clearly
constitutes an event of default under the Lease. Recursion is hereby providing Landlord with
notice of said default pursuant to Section 15(b) of the Lease for the following reasons:

First, based on Recursion’s analysis regarding the fire wall, it is likely that the default can
only be remedied through significant and costly demolition and reconstruction efforts. Based on
Recursion’s prior experience with Landlord and its contractors, it is unlikely Landlord can
complete such work within any potentially applicable cure period.

Second, the review by Recursion’s experts uncovered several other apparent deviations
and non-conforming conditions in Landlord’s Work, in addition to those related to the fire wall.
These include existing steel columns that are damaged and out of alignment, as well as portions
of new framing that is incomplete, undersized and/or incorrectly installed. More specifically,
certain existing steel columns have an evident lean, are bowed and twisted and/or have damaged
flanges. Portions of the new framing are missing bolts or welds, have connections that are
undersized, lack the proper bracing and/or have otherwise been improperly installed. These
conditions present a risk to occupants of the Premises during a seismic event or full gravity
loading and place Recursion’s ability to safely occupy the Premises for its intended use at
significant risk. As such, these issues constitute additional events of default that would need to
be fully cured within any potentially applicable time period.

Third, it should be noted that Recursion’s experts have not yet completed their full
review and analysis of the Premises and Landlord’s Work which Recursion has previously
requested, but has yet to receive, from Landlord’s general contractor. Given the serious issues
already uncovered, it is highly likely that there are further irregularities, deficiencies, deviations
and/or non-conforming conditions in Landlord’s Work. As such, this letter does not contain an
exhaustive list of problems relating to Landlord’s Work, and Recursion reserves its right to raise
additional issues and defaults upon discovery.

Finally, it has recently come to Recursion’s attention that Landlord’s general partner and
its related affiliates responsible for the design and construction of the Premises have been
removed for reasons that have been described to Recursion as incompetence, lack of care, and
failure to conform to professional standards. In light of what Recursion has already discovered
in terms of construction defects and irregularities, the actions of Landlord’s general partner may
rise to the level of gross negligence and willful misconduct. Furthermore, it is Recursion’s belief
that the pattern of issues that led to the general partner’s removal is consistent with the poor
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performance outlined above. Given this development, it is unlikely Landlord can retain
appropriate design and construction professionals to complete Landlord’s Work or resolve the
various deficiencies and defaults.

As you already know, Landlord’s Work has been plagued from inception by a history of
performance delays, inadequate construction quality and problematic business behavior.
Recursion has shown incredible patience and good faith in working with Landlord, month after
month, attempting to resolve these constant and numerous delays and other issues. However, the
cumulative effect of these chronic delays and other serious problems, coupled with the recent
discoveries by Recursion and its experts that are summarized herein, have convinced Recursion
that Landlord is incapable of satisfactorily resolving these issues within any arguably applicable
cure period and ultimately providing Recursion with a Premises that is fit for Recursion’s
occupation and use as a highly regulated laboratory, research and development space.

Based on the foregoing, Recursion provides notice of its intent to exercise its right to
terminate the Lease and, as part of any such termination, hereby demands the full return of its
Security Deposit. Recursion stands ready and willing to work with Landlord in good faith to
accomplish a clean and orderly termination, and we ask that you respond to this letter within ten
(10) business days to begin working toward that end.

Sincerely,

Adrienne J. Bell
of Holland & Hart LLP
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