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- . This is a lease made and entered into this 15th day of

September , 1992, by and between the PORT OF SKAGIT CCUNTY, a
Washington runicipal corporation, hereinafter referred to as
"Lessor"™, and JAMES R. CAUDILL and MARY LOU CAUDILL, husband and
wife, hereinafter referred to as "Lessee".
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1. Descrip - Lessor hereby leases to Lessee
and Lessee hereby leases from Lessor, the following property, as
legally described, situated in the Town of LaConner, County of
SkKagit, State of ‘Washington:

2. Leased Premjses: Lessor hereby leases to Lessee and
Lessee hereby leases from Lessor, the following described
premises, situated in the LaConner Marina, Town of LaConner,
Skagit County, Washington:

That portion of Government Lot 5, Section 25, Township 34
North, Range 2 East, W.M,, described as follows:

Commencing at the Southeast corner of said Section 25; thence

N 0° 00' 15" W along the East line of Section 25, a distance

©f 1330.00 feet; thence N 89° 47' 55" W, a distance of 808.57

feet; thence S 0° 00' 15" E, parallel with the East line of

Section 25, a distance of 779.86 feet; thence N 89° 47! 55"W,

a distance of 95.00 feet; thence S 0° 00' 1s" E along the East

line of that Lease Agreement between the Port of Skagit

County, Lessor, and Paul H. Beals, et al., Lessee, doing

business as Triad Marine 1Inc., by that instrument dated

January 21, 1987 and recorded February 2, 1987 under Auditor's

File No. 8702020049, records of Skagit County, Washington, a

distance of 145.00 feet to the Southeast  corner of the Lease

described hereinabove and the TRUE POINT OF BEGINNING; thence

renuny waswuaren N 899 47! 55" W along the South line of the above described
va] Totere t e a Triad Marine Inc. Lease and a projection thereof . a distance
of 285.80 feet; thence S 2° 17' gsn W, a distance of 277.18

JAN 54 1693 feet; thence S 89° 47' ssn E, a distance of 296.87 feet to a
U ~ point which bears S 0° 00' 15" E from the TRUE POINT OF

. - . - o— BEGINNING and containing 80,698.85 Sg. Ft. as depicted on

332, . .7 Exhibit “A"  attached hereto, hereinafter called the

- -
' © Vpremises".

~ Y

The property referenced above is subject to restrictions, -
easements, and reservations of record. The Lessor reserves a non=- -
exclusive easement over and across the property to provide ingress - =

.- ..and egress to any and all such buildings and areas and other - .~

. adjacent properties owned by Lessor. Lessor shall exercise said -

. -easement so as not to unreasonably interfere with Lessee's use of
 the property.

20 nditi o ro . With the exception of fill
material, which has been Placed on the premises with the permission
of Lessor, and is subsequently addressed in this paragraph, Lessee
accepts the property in its present condition and is not relying
upon any covenants, warranties or representations of Lessor as to
its condition or usability, except Lessor's right to grant a lease
of the property.. In regard to the fill material, Lessor will cause
to be removed from the premises any such material that is known to
contain contaminates, according to laws and requlations governing
acceptable levels of such contaminates.

3. Texrm. The term of this lease shall be for thirty (30)
years, beginning October- 1, 1992, through September 30, 2022,
unless sooner terminated- _or further extended pursuant to any

provision of this lease.
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- 4. Rental. Lessee shall pay to Lessor an initial rent for .
the premises of One Thousand Two Hundred Thirty Five Dollars and

.. .six cents ($1,235.06) per ronth, plus 1leasehold tax, payable -

~monthly in advance in U. S. currency. Rental payments will

- commence upon issuance of Certificate of Occupancy or on April 1,
1993, whichever occurs first.

5. Qption to Extend. Lessee is granted the right to extend
this lease for two (2) consecutive ten (10) year option periods by
giving written notice of said intention to Lessor not less than
ninety (90) days prior to the expiration of the initial term or any
extended term, conditioned upon the fact that all terms, covenants
and conditions of the initial or extended term have been fully met
and fulfilled. 'All terms and conditions of the initial term shall
continue with the exception that the rental shall be adjusted as
herein provided. -

6. Periodic Rental Adjustments. Rental shall be adjusted at
the end of each three (3) year period of the lease term, or any
extended term. No adjusted rental shall be less than the rental
being adjusted nor shall any adjusted rental exceed the rental
being adjusted by more than nine (9) percent. The date of any such
change in rental is called the "Change Date™, as defined in
paragraph 7 of this lease. -

7. Procedure to Detg:m‘ 3 ne Adjusted Rental.

a. Definjtions: The adjusted rental rate(s) shall be
determined in accordance with the formula set forth
below. In applying  the formula, the following
definitions apply: e

i. "Bureau" means the Ut.'s"".-_":f.fbépjartment of Labor, Bureau
of Labor Statistics or any successor agency.

ii. "Change Date" herein shall initially be the
commencenment date of this lease; and thereafter the first
day of the month following each 36 month period of this
lease or any extension thereof as herein provided.

iii. "Price Index"™ means the U.S. City Average Consumer
Price Index for all Urban Consumers issued from time to
time by the Bureau, or any other measure hereafter
employed by the Bureau in lieu of the price index that
measures the cost of living nationally or if said Bureau
should cease to issue such indices and any other agency
of the United States should perform substantially the
same function, then the indices issued by such other
agency. T

b. Formula: The rental rate(s) being adjusted shall be.

multiplied by a multiplier equal to the change in the

Price Index computed as follows: (Rental being adjusted) -
times (Price Index for the most recent month divided by -

the Price Index for the month of the most recent Change -

Date 1in rental). The Price Index in effect at the
« . commencement of this lease is 140.5, for the month of
. July, 1992

8 ~-Security for Rent. To secure the rent hereunder, Lessee
agrees to furnish rental insurance, bond or other security to the
Lessor in. an amount equal to one (1) year's rental.

9 . - P L3 - » [ - - . Th e
Lessor, its officers, employees and agents, shall not be liable for
any injury (including death) or damage to any persons or to any
property sustained or alleged to have been sustained by the Lessee
or by others as a result of any condition (including existing or
future defects in the premises), or occurrence whatsoever related
in any way to the premises or related in any way to the Lessee's
use of the premises or Lessee's performance under this lease,
except to the extent of such damage caused by negligence of the
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.s;Lessor. Lessee agrees to defend and hold and save the Lessor, its.Hs.

' officers, employees and agents, harmless from any and all liability
. or expense (including expense of litigation) in connection with any
‘such items of actual or alleged 1njury or damage. In addition, the
Lessee shall, at its own expense, maintain throughout the term of
this lease, proper liability insurance with a reputable insurance
company or. companies satisfactory to the Lessor in the minimum of
$500,000.00 single limit liability, including fire legal liability
and a comprehenszve general liability broadening endorsement (and
hereafter ‘in such increased amounts to be comparable and consistent
with the going or standard coverage in the area for comparable
business operations), to indemnify both the Lessor and Lessee
against any such liability or expense. The Lessor shall be named
as one of the. 1nsured and shall be furnished a copy of such policy
or policies of insurance or certificate of such insurance coverage
by the Lessor, or both, at the Lessor's election. Each certificate
of insurance shall- provzde that the insurance policy or policies
are not subject to cancellation without at least thirty (20) days
advance written notice of such cancellation having been first given
to the Lessor. :

10. ' . It is understood
and agreed that Lessee lntends ‘to use the premises for the purpose
of constructlng commercial and pleasure vessels, and other marine-
related equipment, and to conduct such other activities incidental
and related thereto. It is further understood that the above
activities are the only types of activity to be conducted upon the
premises. Failure to perform the above typve c¢f business or
cessation of such business or carrying on of other activities
without first obtaining a lease modification with Lessor's written
approval of such other activities shall corstltute a default by
Lessee of this lease. : o

11. Construction of Img;ovements.f - Lessee intends ¢to
construct improvements on the premises, at Lessee S cost. Lessee
will not commence construction of any improvements without prior
written consent of Lessor. Lessee shall submit to Lessor all plans
and specifications relating to such construction of improvements.
Lessee shall comply with all regulatlons of federal, county, and
state governments in the construction of all improvements.

12. Disposition of Improvements at End of Lease. Lessee
shall have the right to remove all buildings, equipment, personal

property and trade fixtures which may have been placed upon the
premises by Lessee during the period of this lease, provided that
the same are removed upon conclusion of the lease and that the
lease is in good standing. Any such equlpment personal property
and trade fixtures not removed from the premises by the conclusion
of the lease shall revert to Lessor. All other improvements shallxz
become the property of the Lessor. If Lessee does not remove all

__'_bulldlngs, equipment, personal property and trade fixtures which[fe
/. have been placed on the premises by Lessee during the period of .
" _this lease and Lessor wants the property removed, then same shall

" be removed and stored at Lessee's expense and Lessor shall recover

.. any costs and expenses from the Lessee resulting from the removal.
v;Followlng removal of said described property, the premises shall

then be restored by Lessee to a condition requiring Lessor to only
underteke normal excavation for construction of a new bulldlng, or
to such other condition satisfactory to Lessor prior to termination
of thlsulease.

13;#=' £ - Lessee agrees to provide space for
the parking of vehicles in the number necessary to comply with
zoning requirements on property included within this lease; and not
to use any publlc streets, rights of way or other properties not
included in- thls lease for the parking of said vehicles.

14. - - its. Lessee agrees to obtain and
comply with all necessary permlts for the operation and conduct of
lLessee's business and construction of any leasehold improvements.
If Lessee fails to obtain-and comply with such permits, then Lessee
accepts full responsibility for any and all costs incurred by the
Port of Skagit County, including actual attorney's fees, occasioned
by Lessee failing to obtaln and/or comply with such permits.
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Lessee agrees to hold the Lessor harmless from any liability-,;Vl"”

x and to fully reimburse expenses of the Lessor for Lessee's failure
y;ato obtaln and/or fully comply with any necessary permit.

15. ug;n;gngngg_gf_ﬁgg;l;g‘gs Lessee shall be responsible

for all- malntenance and/or repalr of the leased premises and all
1mprovements thereon. The premises shall be maintained in such
conaition so as not to create a hazard nor be unsightly, and shall
at all. tlmes conform to existing laws.

16. Q;;l;;;gg Lessee agrees to pay for all public utilities
which shall be used in or charged against the premises, and to hold
the Lessor harmless from such charges.

: X No signs or other advertising
matter, symbols,'canopzes or awnings shall be installed, attached
to or painted on the premises without the prior written approval of
the Lessor's Executlve Dlrector.

18. L;gng_a_ng_zw Lessee shall keep the leased

premises free from any liens arlsing out of work performed,
materials furnished, or obligations incurrel by Lessee. In the
event Lessee becomes insolvent, voluntarily or involuntarily
bankrupt, or if a receiver,. assignee or other liquidating officer
is appointed for the business of the Lessee, then the Lessor may
cancel this lease at Lessor's: optlon.

19. Taxes. Lessee shallu-be liable for, and shall pay
throughout the term of this lease, ‘all license fees and excise
taxes payable for, or on account- of, the activities conducted on
the premlses and all taxes on the .property of Lessee on the
premises and any taxes on the premises and/or on the leasehold
interest created by this lease and/or any. taxes levied in lieu of
a tax on said leasehold interest and/or any taxes levied on, or
measured by, the rental payable hereunder, whether imposed on
Lessee or on the Lessor. With respect to any such taxes payable by
the Lessor which are on or measured by the rent payments hereunder,
Lessee shall pay to the Lessor with each rent payment an amount
equal to the tax on, or measured by, that particular payment. All
other tax amounts for which the Lessor is or will be entitled to
reimbursement from Lessee shall be payable by Lessee to the lLessor
at least fifteen (15) days prior to the due dates of the respectlve
tax amounts involved; provided, that Lessee shall be entitled to a
minimum of ten (10) days written notice of the amounts payable by
it.

20. Laws and Reculations. The lLessee agrees to conform to
and abide by all lawful rules, codes, laws and regulations of the
United States, the State of Washington, and any municipality or -
agency of any of said entities, including rules and regulations of .

- Lessor, where applicable to the Lessee's use and operation of saldj;
'~ . premises, 1including the construction of any improvements thereon,

" and not to permit sazid premises to be used in violation of any saldaTV”

fﬁ"rules, codes, laws or regqulations.

_ 21. Al_g;g;;gg_. Lessee shall not make alterations to the
leased premises without first obtaining the written consent of the
Lessor.““

22.,. ‘Commit No Waste. Lessee agrees not to allow conditions
of waste and refuse to axist on the premises and to keep the
premises .in-.a neat, clean, and orderly condition and to be
responsible for all damages caused by the premises by lLessee, its
agents or any “third party.

23. . . In the event it is necessary
for either party hereln to bring an action to enforce the terms,
conditions or covenants of this lease, then the prevailing party
shall be entitled to reasonable attorneys®' fees, costs and
necessary drsbursements.

24. Egg_;;pppo:tun__x Lessee agrees that in the conduct of
activities on the premises it will be an equal opportunity employer
in accordance with Title 6 of the 1964 Civil Rights Act.
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© . 25. Termination. Upon termination of this lease or any

- extension thereof, whether by expiration of the stated term or

. sooner termination thereon as herein provided, Lessee shall

surreénder to Lessor said premises peaceably and quietly and in the
cond:.t:.on required under paragraph 12 herein.

26.. ~Defauls and Re-Entrv. Time is of the essence of this
agreement.'f (1) If (a) any rent or other payment due from Lessee
hereunder remains unpaid for more than ten (10) days after the date
it is due; (b) Lessee files a voluntary petition in bankruptcy or
makes a general assignment to the benefit of, or a general
arrangement"uith creditors; (c) there is an involuntary bankruptcy
filed against Lessee that has not been dismissed within thirty (30)
days of filing; (d) Lessee becomes insolvent; or (e) a receiver,
trustee, or liquidating officer is appointed for Lessee's business;
or (ii) If Lessee __v_iolates or breaches any of the other covenants,
agreements, stipulations or conditions herein, and such violation
of breach shall continue for a period of thirty (30) days after
written notice of such v:.olat:.on or breach is sent to Lessee, then
Lessor may at its option, declare this lease forfeited and the term
hereof ended, or wlthout term.natlng this lease elect to re-enter
and attempt to relet, in which event Lessee authorizes Lessor to
relet the premises or any part thereof for such term or terms
{which may be for a term extending beyond the term of this lease)
and at such rental or rentals and upon such other terms and
conditions as Lessor in its sole discretion deems advisable. Upon
each such reletting, all rentals received by Lessor from such
reletting shall be applied, first, to the payment of any amounts
other than rent due hereunder from Lessee to Lessor; second, to the
payment of any costs and expenses of such relett:.ng and renovation,
including brokerage fees and attorneys' fees; third, to the payment
of rent due and unpaid hereunder, and the residue, if any shall pe
held by Lessor and applied to payment of future rent as the same
may become due and payable hereunder. If rental received from such
reletting during any month are less than that to be paid during
that month by Lessee hereunder, Lessee shall pay any such
deficiency to Lessor, and Lessee covenants and agrees to pay Lessor
for all other expenses resulting from its default, including, but
not limited to, brokerage ccmmissions, attorneys fees and the
reasonable cost of converting the premises for the benefit of the
next Lessee. Delinquent rental and other payments shall bear
interest at the rate of twelve percent (12%) per annum from the
date due until paid. In the event of any default hereunder and
entry in, or taking possession of, the premises, Lessor shall have
the right, but not the obligation, to remove from the premises all
personal property located therein, and may store the same in any
place selected by Lessor, including but not limited to a public
warehouse, at the expense and risk of the owners thereof, with the
r:.ght to sell such stored propertv, without notice to Lessee, after-'" :
it has been stored for a period of thirty (30) days or more, with

- the proceeds of such sale to be applied to the cost of such sale
‘- -and to the payment of charges for storage, and to the payment of -

- _any other sums of money which may then be due from Lessee to Lessor

'"under any of the terms hereof.

27. Assignment and Sublease. Lessee shall not, by operation

of law or otherwise, assign or sublease any portion of the premises
without ‘Lessor's prior written consent. The consent of Lessor to
any assignment or sublease shall not in any manner be construed to
relieve Lessee from obtaining Lessor's express written consent to
any other or further assignment or sublease.

Lessor may deny consent to any assignment or sublease, or may
condition consent to ascignment or sublease upon, but not limited,
to the following factors:

a. F:n.nanc;:.al responsibility of assignee.

b. wheth'e'i" the intended use of the premises by assignee is

consistent with applicable zoning and the development and
land use plan of the Lessor.
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. Any assignee or sublessee of any portion of the prenmises shal‘]_.g" g
expressly assume, and by reason of such assignment or sublease

. .shall be considered as having assumed, and become bound to all of

____=___Le=s$ee_ts obligations hereunder.

The sublease of Lessee's interests in this lease shall not in
any manner release Lessee from payment of rent or the performance
of the covenants herein contained, or from any of the terms of this

lease. - -

Lessee and assignee shall execute a Consent to Assignment, in
a form satisfactory to Lessor. Such Consent is subject to approval
by the Lessor. .-

28. Lessor's Right to Enter Premises. Lessor and/or its
authorized representatives shall have the right to enter the
premises at all reasonable times for any of the following purposes:

a. To detéfmine.---'-_'ih_ether or not the premises are in good
condition or whether the Lessee is complying with its
obligation’s_ﬁ__ under this lease;

b. To do any né.c’:éssgﬁry maintenance and to make any
restoration to the prenises that the Lessor has the right
or obligation to perform;

c. To post "For Rent“:-c_:ir.__"f‘or_ Lease" signs during any period
that the Lessee is in default;

d. To repair, maintain or improve the premises; and

e. To do any other act or th:.ngnecessary for the safety or
preservation of the premises. .-

Lessor shall not be 1liable ‘in - any manner for any
inconvenience, disturbance, loss of business, nuisance, or other
damage arising out of the Lessor's entry onto. the premises as
provided in this paragraph. Lessor shall conduct its activities on
the premises as provided herein in a manner that will cause the
least inconvenience, annoyance or disturbance to the Lessee.

29. Right of OQuiet Enjoyment. Lessor acknowledges that it
has ownership of the premises heretofore described and that it has
the legal authority to lease said premises unto Lessee. Lessor
covenants that Lessee's right of occupancy shall not be disturbed
during the term of this lease so long as the terms are complied
with by Lessee and subject to the provisions of paragraph 28.

30. Time is of the Essence. It is nmutually agreed"'='and__
understood that time is of the essence of this lease and that a
waiver of any default of Lessee shall not be construed as a waivexr

" of any subsequent default, and that any notice required to be given -

" under this lease may be given by United States Mail addressed to

" the party identified in paragraph 32 of this lease. |

- 3 Waiver of Subrogation. Lessor hereby releases Lessee e

from any and all right, claim and demand that Lessor may hereafter
"have against Lessor, or Lessee's successors or assigns, arising out
of or ‘in connection with any loss or losses occasioned by fire and
such items as are included under the normal extended coverage
clauses of fire insurance policies, and does hereby waive all
rights of subrogation in favor of insurance carriers against Lessee
arising out of any losses occasioned by fire and such items as are
included under the normal extended coverage clauses of fire
insurance policies and sustained by Lessor in or around the
premises. ' Lessee hereby releases Lessor from any and all right,
claim and demand that Lessee may hereafter have against Lessee or
Lessee's successors or assigns, arising out of or in connection
with any loss or losses occasioned by fire and such jtems as are
included under the normal extended coverage clauses of fire
insurance policies. The waivers provided for in this paragraph
shall be applicable and effective only in the event such waivers
are obtained from the insurance carriers concerned.
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. 32. pNotices. All notices or payment hereunder may hee~f”””
delivered or mailed. If mailed, they should be sent to the
following respective addresses:

LESSOR:

Port of Skagit County
P. 0. Box 348
Burlington, WA 98233

5j_HLEeng:

James R. and Mary Lou Caudill
P.O. Box 597
-~ La Conner, WA 98257

33. Lessee's Fire Insurance Coverage. Lessee shall at
Lessee's expense maintain on all of Lessee's personal property and
leasehold.lmprovements and alterations on the premxses, a policy of
standard fire insurance, uith extended coverage in the amount of
their replacement value.;r~

34 - l DT § ] - ) .
Lessee understands that the area leased ls wlthln the Iessor s
Industrial Development District No. 4. Lessor has or may

promulgate and adopt ordinances, regulations and covenants for the
orderly care, maintenance, development and control of all property
within said district and all Lessee's use thereof. Lessee agrees
to comply with such covenants, ordinances and regqulations in force
as of the date of this lease and all other covenants, ordinances
and regulations which may be promulgated by Lessor.

35 Validation. IN WITNESS WHEREO?'dLessor has caused this
1nstrument to be signed by its President and Secretary, on the date
and year first above written. e

PORT OF SKAGIT comm{ T

Brian J. Rolfs

, Commission President

7 Pud_

Thomas F. Perkins, Commission Secretary

©- JAMES R. CAUDILL and MARY LOU CAUDILL,
- _husband and wife

-James R. Caudill, Indlv'dually

Mary Low Caudill, Individually

LESSEE
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. STATE OF WASHINGTON )

' COUNTY OF SKAGIT )

“on this [S®-  day of Sepremssr. _, 1992, before me, the
undersigned Notary Public in and for the State of Washington, duly
cormissioned and sworn, personally appeared Brian J. Rolfson and

Thomas F. Perkins, to me known to be the President and Secretary,
respectively, of the Port Commission of the PORT OF SKAGIT COUNTY,
a municipal corporation, <the corporation that executed the
foregoing instrument, and acknowledged said instrument to be the
free and voluntary act and deed of said corporation, for the uses
and purposes therein mentioned, and or oath stated that they were
duly authorized to execute the same and that the seal affixed is
the corporate seal ‘of said corporation.

WITNESS my hand and_.-offlczal seal hereto the day and year in
this certificate first above written.

STATE OF WASHINGTON
SS
COUNTY OF SKAGIT

on this _/[T-  day of 'ﬁ%&_' 1992, before me,
personally appeared James R. Caudill ahd Mary Lou Caudill, to me
known to be the individuals described in and who executed the
within instrument and acknowledged they signed and sealed the same

as their free and voluntary act and deed for the uses and purposes
herein mentioned.

IN WITNESS WHEREOF I have hereunto set my hand and affzxed my -
official seal the day and year first above written.

Ran

¥ &t ,{”‘-'e. 3
4 ﬂhl‘.&,,fd;p‘.'%_._. NOT. P C in !and for the State of Washington,
AN
ﬂé R eSOM Zyn oy
O Fiamea, w BN resifding at Zd-( o
RIS AR B
N iTH My appointment expires: JA/%(
Ay, v < . 5, . ;
S‘\ r' ',.p‘; & / /
L0 Ok
SN DUCIRE
'{;': [‘. .'- J.&"i’
,"&Lu’-"/fl o
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