TN

TR

20 _
Skagit County Auditor

2129{2008 Page 10of 20 4:12PM

After Recordmg Return To:
PORT OF SKAGIT COUNTY

P.0.BOX 348
BURLINGTON, WA 98233

Document Title(s): _______LEASE AGREEMENT

Reference No. of Related jD..c'f):_cu__n''l:et'i:'.f.(s):

Grantor(s): __PORT OF SKAGIT COUNTY

Additional Grantor(s) on page Qf__.Db_curhént:

Grantee(s): MEADOW MILL HOLDINGS, LLC

Additional Grantee(s) on page  of Document:
Abbreviated Legal Description: Lot 1 of the Binding Site Plan No. PL06-0913

Additional Legal Descriptions(s) on page 4 of Document, . -

Assessor's Parcel/Tax ID Number:  P123353 /8071-000-001-0000_

SKAGI COUH - wiastingTos -
Reat Eaisn i, oge T =

TR DAy

FE8 2 9 s

Amaudnd Faou

Swaght Tourdy Dol

By: ;




LEASE AGREEMENT

BETWEEN

PORT OF SKAGIT COUNTY
=and

MEADOW MILL HOLDINGS, LLC

Commencement Daté-ﬁj:';_-_--"_'.ﬁ"-'-"
March 1, 2008

y ’WWJ JWJ ﬂ J

nhty Auditor
2/29/2008 Page 2 of 20 ' A
4:12 A
LEASE AGREEMENT T S PM
PORT OF SKAGIT COUNTY, Lessor
MEADOW MILL HOLDINGS, LLC, Lessee
Page 2 of 19




wwﬂ@w%waVﬁ” =

TABLE OF CONTENTS

" PROPERTY SUBJECT TO THIS LEASE AGREEMENT ...oouivimieiiiseceins e e 4
" TERMY/ NEGOTIATED EXTENSION c.couieceriemiicmciraeseemsnsnssiemssmsss s e sas s st 4
_BUSINESS PURPOSE / USE RESTICTIONS ....oourvvrmcoumnrmnnissssencssnesssrassssssscnsse s isessissssenesescns 5
L REN T et iem vt ceseaes e s sas e e sss e s e e bbb b et st e e s 5
rmRKMMCRENTADRBTMENTS .............................................................................................. 5
PROCEDURE TO DETERMINE ADJUSTED RENT = CPloccoomiiricerinninnsisommiisssssrnns s 6
PROCEDURE.TO DETERMINE ADJUSTED RENT - MARKET RENT VALUE ...ooviiviiiiininnes 7
SECURITY FOR RENT ... toucertencieinueemsencsss s ces s s sas s sss st s sns sttt 8
LATE CHARGES i atisesseeeeeetansaeaesecestseesctnesesssesesas s sascssesesanes o bas s eca et srassaess s st snssass s ssassonses 8
10. CONSTRUCTION-OF IMPROVEMENTS L.....oititiiuriseencieesemseseeees st saneseneasecasssasssssssassassensns 9
11. DISPOSITION-OF IMPROVEMENTS AT END OF LEASE ...oeeviniiintnnccmciesieissesssssess s 9
12. CONDITION OF THE PREMISES ...c.ouuieieiuimirniinceieieisensn st sssnsss et 9
13. LESSEE WILL OBTAIN PERMITS ..viieieiieie e itetssere e sen s enae e ree s sbsas e necaann 10
14, INSURANCE COVERAGE ...iiieiucinetrimeesmississesseseissssseas st eea s st e dsess e st ncos 10
15. WAIVER OF SUBROGATION ... . oiiteiiieiiieererrsaiesesasessseseesetesesseesnesseacsnacscosssisssnsssnsscsssssnes 11
16.H0UDHARMU55PROV5K»6 UANUTYANDINDEMNHY ............................................. 11
17. PARKING ool e et tatet ettt e et e ena st e b ee s ee e r et b et sensaeReR e et bttt anentante
18. ADVERTISING AND SIGNS..... e
19. EQUAL OPPORTUNITY ...........0.
20. LAWS AND REGULATIONS........,
21. HOLDOVER ..o Gyshgesse b st s nLgberea s nee S eeE R et Rt b e R s e e eia bR e ins
22. ENVIRONMENTAL PROVISIONS......ccoveeienes
23. MAINTENANCE / COMMIT NO WASTE .....
24, UTILITIES tooteceecseeveeeee oo easenes PRI
25, LIENS AND INSOLVENCY oo
26, TAXES oottt ees e issaee s eee e asssen s eas
27. COSTS AND ATTORNEYS' FEES
28, TERMINATION ..ot tee e e er e v
29, DEFAULT AND RE-ENTRY .oviiiiiciiemeeiesveersicsevenenions
30. ASSIGNMENT AND SUBLEASE
31. LESSOR’S RIGHT TO ENTER PREMISES 2 geene e
32. RETENTION OF AIRSPACE RIGHTS BY LESSOR .....c.oiiuer ittt aenidianssseesesesasesmesessssessassenmasesasins
33. FEDERAL AVIATION ADMINISTRATION REQUIREMENTS ... i il
34, INOTICES vt eeeseeteseevessevsessasseemsssessesssssesensesaesassssseesn s ths Sones it es a5 ean s sns s enaes e
35.

TIME (S OF THE ESSENCE ...cocoevieerniairnasinnesserssneesieenssesssssnns ST T

HIll\WIlIIWIMWIIWMII\WMQW\WWIN

Skagit County Auditor
2/29/2008 Page 3of 20 4 12P|VI

LEASE AGREEMENT
PORT OF SKAGIT COUNTY, Lessor
MEADOW MILL HOLDINGS, LLC, Lessee

Page 3 of 19




PORT OF SKAGIT COUNTY

LEASE AGREEMENT

THISAGREEMENT is made as of March 1, 2008, by and between the PORT OF SKAGIT
COUNTY, & Washington municipal corporation, ("Lessor,") and MEADOW MILL
HOLDINGS, tLC, _a_'_DeIaware limited liability company (“Lessee”}.

In consideration “of their mutual covenants, agreements and undertakings hereinafter
contained, the pames hereto do mutually agree to that which is hereinafter set forth, upon
and subject to the followmg terms conditions, covenants and provisions:

1.

PROPERTY SU_BJECT T"O’T.HIS LEASE AGREEMENT

The following descrlbed property, which the parties agree is 6,334 square feet
(hereinafter referred. to “as’ the "Premises"), situated in Skagit County, State of
Washington: ' -

11694 Higgins Aitp'ort"”Way, Burlington, WA, Lot 1 of Binding Site Plan No.
PL06-0913 recorded under Audltor s File No. 200706180136.

Said property is depicted in Exhlbrt A attached hereto and by this reference
incorporated herein.

TERM / NEGOTIATED EXTENSION

a. Term: The term of this Lease shall be for twenty -five (25) years and five (5)
months, beginning March 1, 2008, (hereinafter referred to as the “Commencement
Date”), and ending July 31, 2033, unless sooner terminated pursuant to any
provision of this Lease. it

b. Extension by Mutual Agreement: The term of the Lease may be extended by
the mutual agreement of the parties at any time before expiration. .In the event of an
extension, the parties will negotiate a new lease payment: reflecting current market
conditions. All other terms of the Lease shall remain in full force and effect. Failure
of the parties to mutually agree on such an extension or new, Iease payment shall
not be deemed a default by either party. _r L

M W
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3 © BUSINESS PURPOSE / USE RESTICTIONS

_ lt is understood and agreed that Lessee’s use of the Premises is limited to the storage
L of alrcraft and activities directly related thereto. Lessee’s aircraft so stored may be used in
Lessee’s commercnal activities that are in full compliance with all applicable provisions of
this. lease, laws and regulations and only after reaching written agreement with Lessor
concerning the .type of activity and manner by which it is conducted. It is further
understood that the above activities are the only type of activities to be conducted upon the
Premises—no “other ‘commercial activity may be conducted on the Premises. Failure to
perform the above type of activities or cessation of such activities or the carrying on of
other type(s).of unauthorized activities shall constitute a material default by Lessee of this
Lease. Lessee shall at all times operate on the Premises in a manner which will assure the
safe, lawful and healthful use of the Premises. Lessee agrees that it will not disturb the
Lessor or any other tenant : of the Lessor by making or permitting the construction of
overnight accommodatlons or use of the facility for overnight stays, nor any disturbances
or any unusual noise, vnbratlon or other condition on or in the Premises that is out of
character with its use as an aircraft-hangar and related office facility.

4. RENT

Commencing on March 1, 2008, Lessee shall pay to Lessor, in lawful money of the
United States, without any set-off or. deduction, in addition to taxes, assessments, and other
charges required to be paid hereunder by Lessee, an initial monthly rent for the Premises of
ONE HUNDRED NINETY SEVEN DOLLARS AN__D NINETY FOUR CENTS ($197.94),
(hereinafter referred to as “Rent”) plus TWENTY FIVE DOLLARS AND FORTY TWO CENTS
($25.42), leasehold tax during the term of the Lease.”

The Rent for each month shall be paid to':the Lessor in advance on or before the first
day of each and every month of the term of this Lease, and shall be payable at such place
as the Lessor may hereinafter designate. The Rent may be further adjusted by the addition
of other sums and charges specified elsewhere in this Lease. ‘The Lessor shall have all of
the same rights and remedies with respect to any additional-rent or charges in the event of
nonpayment or late payment as are available to it in the’event of nonpayment or |ate
payment of the Rent. The Rent shall be adjusted as prowded in the below section entitled
“PERIODIC RENT ADJUSTMENTS.” - -

5. PERIODIC RENT ADJUSTMENTS

The Rent shall be adjusted on August 1 (“Change Date”) of every year durmg the lease
term. No adjusted Rent shall be less than the Rent being adjusted. The adjustments shaH be
as follows: .
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a. CPl ADJUSTMENT: Commencing on August 1, 2008 and annually on each
© - anniversary of the Change Date, except as provided in the preceding paragraph, Rent
S o shall be adjusted as set forth below in paragraph entitted “PROCEDURE TO

" "DETERMINE ADJUSTED RENT - CPL”

S b 'MARKET RENT VALUE ADJUSTMENT: Commencing on August 1, 2010 and

“-._every third year thereafter, the Rent will be adjusted as set forth below in paragraph
entitled “PROCEDURE TO DETERMINE ADJUSTED RENT - MARKET RENTAL
VALUE n

6. PROCEDURE TO DETERMINE ADJUSTED RENT - CPI

On the Change -D_ate___'of each year during the lease term, except as defined below in
the paragraph entitled “PROCEDURE TO DETERMINE ADJUSTED RENT - MARKET RENT
VALUE,” Rent shall be ad;usted according to the procedures set forth below in this
paragraph: : :

a. Definitions: Th'é'adj“hs'ted Rent rate(s) shall be determined in accordance
with the formula set forth below ‘In applying the formula, the following definitions

apply:

1) "Bureau" means the U.S. Department of Labor, Bureau of Labor
Statistics or any successor agency.. .

2) "Price Index" means. the ‘Consumer Price Index for all Urban
Consumers (Seattle-Tacoma-Bremerton) 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 or if said Bureau should cease
to issue such indices and any other agency of the United States should
perform substantially the same functlon then the indices issued by such
other agency. :

3) “Current Index” means the Price Index for the month of April most
recently preceding the Change Date. L T

4) “Prior Year Index” means the Price Index for the month of April one
year prior to the Current Index. . B

b. Formula: The adjusted Rent shall be determined by multlplylng the Rent
rate(s) being adjusted by a multiplier equal to the change in thePrice: lndex since
the last adjustment computed as follows: 7

(Current Index) / (Prior Year Index) = (Change in Price Index)

s, .

MEADOW MILL HOLDINGS, LLC, Lessee
Skagit County Auditor 19

2/28/2008 Page 8 of 20 4:12PM




(Change in Price Index} x (Rent being adjusted) = (Adjusted Rent)
The Price Index (1982-84 = 100) for April, 2007 was 215.7.
7. PROCEDURE TO DETERMINE ADJUSTED RENT - MARKET RENT VALUE

CommenC| ng on August 1, 2010 and every third year thereafter (“Market Change Date”),
the Rentshall be adjusted as follows:

a. Amount: The Rent shall be adjusted to be the market rent value of the
Premises. . Lessor shall notify Lessee, not later than one hundred twenty (120) days
prior to the anniversary of the Market Change Date of the year in which market rent
value is to be determined, of the amount of new market rent, as determined by the
Port Commission. If Lessee does not accept the market rent value determined by
Lessor, it shall so notify the Lessor, in writing, (“Notice of Non-Acceptance”) within
twenty one (21)- days of -the date it receives notice of the Lessor’s determination or
Lessee shall be preclusively deemed to have accepted the determination. Upon timely
Notice of Non—Acceptahce "fﬁafket rent then shall be established by the procedure in
the succeeding paragraph

b. Procedure If D|spute Regardmg Rent Amount:  If Lessee timely notifies the
Lessee that it rejects the market rent value established by Lessor, then the fair cash
value of the Premises shall be determined. For purposes of setting the fair cash
market value of the land, each lot-of the. tand shall be considered as a separate,
vacant, identifiable tract of real property.- 'Such determination shall be made by a
MAI appraiser whose selection shall-be by mutual agreement of the parties. If they
are unable to agree on the selection within-fourteen (14) of Lessee’s Notice of Non-
Acceptance, then a MAI appraiser shall be sel_ected by the presiding judge of the
Superior Court of Skagit County if the Lessee files an-action therefore within twenty-
eight (28) days of the Lessee’s Notice of Non-Acceptance. If such action is not
timely commenced, Rent shall be set as determined by' Lessor per the first sentence
of subsection (a.) of the section entitled “PROCEDURE TO DETERMINE ADJUSTED
RENT - MARKET RENT VALUE.” Once the fair cash market value of the Premises is
determined, the rent amount shall be established: based .on .the Lessor’s then
established rate of return for comparable leased properties. The cost of the appraisal
shall be borne equally by both parties. No party shail be entltled to any statutory or
contractual costs or attorney fees related to a petition to appomt an appralser
hereunder.

c. The market rent value adjustment shall be effective on each Market Change
Date no matter when it is established pursuant to the above procedure, provided
that for every day less than one hundred twenty (120) days prior to-each Market
Change Date that the Lessor’s notice of determination of market rent called for in-
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subsection {a.) of the section entitled “PROCEDURE TO DETERMINE ADJUSTED

- RENT - MARKET RENT VALUE” above is provided to Lessee, the effective date of

" ~"the increase, once established, shall be delayed for an equal number of days
" beyond each Market Change Date.

8. SECURITY FOR RENT

:_T(")f"seeure'_' the Rent hereunder, Lessee agrees to provide to Lessor, prior to the
Commencement Date, one of the following:

a. '.'-Césh__'depos__it in an amount equal to two (2} months’ Rent, plus leasehold tax;
or o
b. Rent ir‘i:s_urénc“e,}‘bond or other security acceptable to Lessor in an amount

equal to one (1).years“Rent, plus leasehold tax; or

c. Construction .or ownership of improvements on the Premises, the value of
which is equal to or'in excess of one (1) year’s Rent, plus leasehold tax, and where
ownership of the improvements reverts to Lessor at termination of this Lease. The
value of Lessee’s improv_erhe_nt_’s_ for purposes hereof shall be determined by (1) the
improvement costs, as set-forth in Lessee’s building permit application(s);or (2} the
value of its building, as determmed by the Skagit County Assessor, as the assessed
value for tax purposes.

Lessee shall provide security as. set forth above by each anniversary of the
Commencement Date. Lessor shall refund-any security deposit still in its possession to
Lessee within thirty (30} days of termination of this Lease, less any amounts owed to Lessor
due to Lessee’s failure to meet its obligations under th i_s.Leése.

9. LATE CHARGES

Lessee hereby acknowledges that late payment by Lessee to the Lessor of Rent, or
any other sums due hereunder will cause the Lessor to. incur.-costs not otherwise
contemplated by this Lease. Accordingly, if any installment of Rent or any other sum due
from Lessee shall not be received by the Lessor within ten (10 days after such amount shall
be due, then, without any requirement for notice to Lessee, Lessee shall pay the Lessor a
late charge equal to 5% of such overdue amount. The parties agree that such late charge
represents a fair and reasonable estimate of the costs the Lessor will incur by reason of late
payment by Lessee. Acceptance of such late charge by the Lessor shall in“no event
constitute a waiver of Lessee's default with respect to such overdue amount, nor prevent
the Lessor from exercising any of the other rights and remedies granted hereunder in the
event that a late charge is payable in this Lease or otherwise, whether or not collected for
three (3) installments of Rent in any 12 month period, then Rent shall automatlcally*
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"~ become due and payable quarterly in advance, rather than monthly notwithstanding the
_“above section entitled “RENT” or any other provision of this Lease to the contrary. In
-'addltlon to the late charges provided for in this section, interest shall accrue on Rent, or

._any other sums due hereunder, at the rate of one and one-half percent (1 1/2%) per month
' from the date due until paid.

CONSTRUCTION OF IMPROVEMENTS

Lessee shall construct no improvements nor make alterations to existing
improvements.‘on, “the. Premises without the express written consent of Lessor, which
consent shall- be granted in Lessor's sole discretion. Any approved improvements or
alterations shall constructed in full compliance with applicable federal, state and county
permits, laws and regulations. Lessee shall indemnify and hold harmless Lessor in the
event that any lien is-’fil"‘ed agaii'nst the Premises due to such construction or alteration.

11.  DISPOSITION OF IMPROVEMENTS AT END OF LEASE

Lessee shall have the nght to remove all equipment, personal property,
improvements, fixtures 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 and further provided that
Lessee shall not have the rlght to remove any equipment, personal property,
improvements, fixtures or trade fixtures durlng any period of Lessee's default. Any
equipment, personal property, improvements; fixtures and trade fixtures not removed from
the premises by Lessee at the termination. or expiration of the Lease shall revert to Lessor.
All other improvements shall become the property.of the Lessor. If Lessee does not remove
all equipment, personal property and trade flxtures which have been placed on the
Premises by Lessee during the period of this Lease and Lessor wants the property removed,
then the 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. Following removal of
said described property, the Premises shall then be restored. by Lessee to a condition
requiring Lessor to only undertake normal excavation for construction of a new building, or
to such other condition approved by Lessor prior to termlnatlon of th|s Lease.

12.  CONDITION OF THE PREMISES

Lessee has inspected the property, and the sub-surface condltlons and accepts the
property in its present condition; is not relying upon any covenants warrantles or
representations of Lessor as to its condition or usability, except Lessors nght to-grant a
lease of the property; and agrees to make any changes in the Premises necessary to
conform to federal, state and local law applicable to Lessee's use of the Premlses
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LESSEE WILL OBTAIN PERMITS

Lessee shall be solely responsible for obtaining and complying with all permits,

: __approvals or licenses required for the operation and conduct of Lessee’s business activities

“and“any approved construction, installation, erection and/or operation of any structures,
facilities -or equipment, including but not limited to, items constituting alterations or
defined- as_trade- fixtures on the Premises. |f Lessee fails to obtain and comply with such
permits; then:Lessee accepts full responsibility for any and all costs incurred by the Lessor,
including actual attorney's fees, incurred by Lessor pursuing Lessee's default for its failure
to obtain and/or comply with such permits. Lessee agrees to hold the Lessor harmless from
any liability .and to. fully_reimburse expenses of the Lessor for Lessee's failure to obtain
and/or fully comply with any necessary permit.

14.

INSURANCE COVERAGE

a. Casualty - Insurance: Lessee shall at Lessee's expense maintain on all
improvements belonging to-Lessor and on all of Lessee's personal property and
leasehold improvements. and -alterations on the Premises, casualty insurance, with
extended coverage in the amount-of their replacement value.

b. Liability Insurance: 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 $1,000,000 single limit
liability, and a comprehensive 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).

C. Any unit owner, prior to and whilﬁe,._eng_agi:hg in commercial activity shall at
its own expense obtain and keep in force a policy of comprehensive general liability
insurance with a reputable insurance company ‘or companies satisfactory to Lessor
in the minimum of $1,000,000 single limit for injury and-property damage.

d. Certificates: in all policies required this section entitled “INSURANCE
COVERAGE,” (a.)}-(c.) above, the Lessor shall be named as-one of.the insureds, and
shall be furnished a copy of such policy or policies or certlﬂcate( ) of coverage, or
both, at the Lessor's election. Each certificate of insurance shall previde that the
insurance policy or policies are not subject to cancellation’ ‘without -at least thirty
(30) days advance written notice of such cancellation having been flrst glven to the
Lessor. : -
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" 15  WAIVER OF SUBROGATION

~“The Lessor and Lessee hereby mutually release each other, and their respective
£ _successors or assigns, from any liability and waive all right of recovery against each other
‘from any loss from perils insured against under their respective fire insurance contracts,
including” any extended coverage endorsements thereto. Provided, that this section shall
be inapplicable if it would have the effect, but only to the extent that it would have the
effect, of invalidating any insurance coverage of Lessor or Lessee.

16.  HOLD HARMLESS PROVISIONS, LIABILITY AND INDEMNITY

The 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 anyway.to the Lessee's use of the Premises or Lessee's performance
under this Lease, except to.the extent of such damage caused solely by negligence of the
Lessor. Lessee agrees to defend and. hold and save the Lessor, its officers, employees and
agents, harmless from any and aII Ilablllty or expense (including expense of litigation) in
connection with any such ttems_of a(;tu__al or alleged injury or damage.

Any unit owner, shall, pnor to engaging in commercial activity, agree in writing
that: (1) it shall fully indemnify and hold harmless the Lessor from any claim by a third
person for injury or property damage related to the commercial activity; and (2) waiving
any claim against the Lessor for injury or property damage except where such claim is
based upon the sole negligence of Lessor.

17. PARKING

Lessee shall use the leased Premises for the parking of Lessee and its guests. Lessee
agrees not to use any public streets, rights of way or other propertles not included in this
Lease for the parking of vehicles. : --

18.  ADVERTISING AND SIGNS

No signs or other advertising matter, symbols, canopies- or awnings shall be
installed, attached to or painted on the Premises without the prior wrltten approva! of the
Lessor's executive director, or the executive director's designee.

19. EQUAL OPPORTUNITY

The Lessee covenants and agrees that in the performance of this Lease_, the Lessee
shall conduct its activities in a manner that will assure fair, equal and nondiscriminatory"
LEASE AGREEMENT
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"~ _treatment of all persons regardless of race, creed, sex, marital status or ethnic origin.
~“Notwithstanding any exemption contained in the state or federal law, the Lessee shall
‘comply with all federal and state laws, rules or regulations concerning hiring and

-__employrnent and assuring the service of all patrons, customers, members or invitees
' wnthout d|5cr|m|nat|on as to any person's race, creed, sex, marital status or ethnic origin.

200 LA‘WS_ 'AND REGULATIONS

The Lessee-agrees, at its sole cost and expense, to conform to, comply with and
abide by all l.av_i'rfju"l'-._rules, codes, ordinances, requirements, orders, directions, 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, including without
limitation those.: relatlng:_______tq_ environmental matters, now in existence or hereafter
promulgated, applicable to the Lessee's use and operation of said Premises, including the
construction of any improverients thereon, and not to permit said Premises to be used in
violation of any of said.rules; codes, laws or regulations. Any fees for inspection of the
Premises during or for the term of this Lease by any federal, state or municipal officer shall
be paid by Lessee. Lessee-shall pay.all costs, expenses, I|ab|I|t|es losses, damages, fines,
penalties, claims, and demands, including reasonable counsel fees, that may in any manner
arise out of or be imposed because of the failure of Lessee to comply with the covenants of
this section. -

21. HOLDOVER

a. Holdover as Month-to-Month Tenancy. If Lessee shall, without the written
consent of the Lessor, hold over after the expiration of the term of this Lease, such
tenancy shall be for an indefinite period -of time on a month-to-month tenancy,
which tenancy may be terminated as then provided by the laws of the state of
Washington. All provisions of this Lease, except those-inconsistent with a month-to
month tenancy and Subsection (b}, entitled "Rent and Terms hereof shall remain in
effect during such hold over period. :

b. Rent and Terms. During such tenancy, the Lessee agrees to pay to Lessor a
monthly rent equal to one and one-quarter (1-1/4) times the most recently required
monthly rent amount applicable for the month in which the term hereof expired or
was terminated. S

22. ENVIRONMENTAL PROVISIONS

This section delineates the Lessor’s and the Lessee’s rights and obligations with
respect to the release, spillage, storage, transportation or any other aspect of handling
hazardous or toxic materlals of any nature (“Hazardous Material”) regu!ated by federal
and/or state law (“Hazardous Material Regulation”) -

LEASE AGREEMENT ﬂ mm‘g L i l“mmﬁ j j
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- a. Lessee covenants to defend, indemnify, and hold Lessor harmless
- (“Indemnify”)from any imposition or attempted imposition by any person upon
=" _Lessor of any obligation or cost (“liability”) of whatever form, including, without
limitation, damages; claims; governmental investigations, proceedings or
e reqwrernents attorney fees in investigation, at trial or administrative proceeding, or
“.._on appeal; witness or consultant costs; or any other liability to the extent that such
liability arises from a violation, or alleged violation, or from the failure to satisfy a
'requwement__, or alleged requirement, of any Hazardous Material Regulation and/or
any environmental or land use law or regulation or arising from the release, spillage,
or any other. mishandling or misuse of any Hazardous Material causing damage to
the property .of,-or resulting in injury to, any third any person, and proximately
resulting from use of the Premises during the term of this Lease, and without regard

to when the Irablllty is asserted

b. In like manner as' in'= subsection (a.) above, so Lessor shall Indemnify Lessee
solely for liability proxnmately resulting from use of the Premises prior to the
commencement of this Lease, or from conditions caused by Lessor subsequent to
the Commencement Date. -

c. Lessor represents and Lessee acknowledges that Lessor has visually inspected
the Premises for legally impermissible Hazardous Material contamination and that
none was apparent on the surface of the Premises from a visual inspection as of the
date of this Lease. Without waiving its right to enforce the Lessor’s duties set forth
in subparagraph (b) above, Lessee releases any and all claims against Lessor for the
costs to remediate, or pay damages. or-penalties to any third party due to, any
Hazardous Material Contamination which henceforth may be discovered on the
Premises, including payment of all attorney fees and claims of loss of, or
interference with, use of the Premises. :

d.  Any other provision of this Lease to the contrary notwithstanding, Lessee's
breach of any covenant contained in this section:shall be an event of default
empowering Lessor, in addition to exercising any remidy available at law or in
equity, to terminate this Lease and to evict Lessee from the Premlses forthwith in the
manner provided by law and herein. - -

e. Lessee shall notify Lessor within twenty-four (24) hours-of its discovery of any
release of a reportable quantity of any Hazardous Material, or-of the receipt by
Lessee of any notices, orders or communications of any kind from any governmental
entity which relate to the existence of or potential for Hazardous:Material or
environmental pollution of any kind existing on or resulting from the use. of the
Premises or any activity conducted thereon. If Lessee fails to comply with any of
the requirements of this section, Lessor may undertake, without cost or expense to-
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Lessor, any actions necessary to protect Lessor's interest including steps to comply
- with such laws.

23  MAINTENANCE / COMMIT NO WASTE

L The Lessee shall at all times during the term of this Lease maintain the Premises in
good condition and shall, at its sole cost and expense, keep the Premises and the adjoining
drweways walkways and landscaping neat, clean and in a safe and sanitary condition.
Lessee agrees. not to aliow conditions of waste and refuse to exist on the Premises.

24. UTILITIES . -

Lessee agfees to conlract with the appropriate provider and pay for all public
utilities which shall ‘be used in or charged against the Premises, and to hold the Lessor
harmless from such charges With regard to utilities provided by the Lessor including
drainage, Lessee will pay to Lessor according to the Lessor's or Skagit County Drainage
Utility/Drainage District 19's establnshed rate.

25. LIENS AND |NSOLVENCY

Lessee shall keep the Premises free from any liens arising out of work performed,
materials furnished, or obligations incurred 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 busmess of the Lessee, then the Lessor may cancel
this Lease at Lessor's option.

26.  TAXES

Lessee shall pay any taxes on the Premnses and/or on the leasehold interest created
by this lease and/or any activity arising under this Lease

27. COSTS AND ATTORNEYS' FEES

If by reason of default on the part of either party to thls Lease agreement it becomes
necessary to employ an attorney to recover any payments dué hereunder or to enforce any
provision of this Lease, the prevailing party, whether such party be the successful claimant
or the party who successfully defended against the claim of the other” party, shall be
entitled to recover a reasonable attorney's fee and to be relmbursed for such-costs and
expenses as may have been incurred by such prevailing party, mcludmg those mcurred on
appeal. : :

AR ] M
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'_.-:28.“ TERMINATION

Upon termination of this Lease or any extension thereof, whether by expiration of
g __the stated term or sooner termination thereon as herein provided, Lessee shall surrender to
“Lessor said: Premises peaceably and quietly and in the condition required under the
paragraphs, entitled “MAINTENANCE/COMMIT NO WASTE” and “DISPOSITION OF
IMPROVEMENTS AT END OF LEASE.”

29. DEFAULT AND RE-ENTRY

Time is of---t_h_e essence of this agreement. (i) If (@) 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 with, 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 (i) If Lessee violates-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 violation or breach is sent to Lessee, or upon
Lessor’s discovery that Lessee made any: misrepresentation (including omissions) of any fact
or circumstance material to the Lessor's initial determination of the Lessee’s suitability to
become a tenant of the Lessor, then Lessor may at its option, declare this Lease forfeited
and the term hereof ended, or without terminating 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 rent or rents and upon such other terms and conditions as Lessor in its sole
discretion deems advisable. Upon each such relettmg, all rents 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
reletting and renovation, including brokerage fees and attorneys' fees; third, to the payment
of Rent due and unpaid hereunder, and the residue, if any shall be held by Lessor and
applied to payment of future Rent as the same may become due and payable hereunder. If
rent 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 deﬁaency to Lessor, and Lessee
covenants and agrees to pay Lessor for all other expenses- resultmg from its default,
including, but not limited to, brokerage commissions, attorneys-fees and the reasonable
cost of converting the premises for the benefit of the next lessee. Dehnquent Rent and
other payments shall bear interest at the rate of eighteen percent (1 8%) 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, t0 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 right to sell such stored property, W|thout notlce o
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"~ _.dessee, 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'un'd.er any of the terms hereof.

30.% ASSJGNMENT 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, which consent shall be granted in
Lessor's sole discretion. The consent of Lessor to any assignment of sublease shall not in
any manner be construed to relieve Lessee from obtaining Lessor’s express written consent
to any other or further a55|gnment or sublease. As a condition to any assignment or
sublease, Lessor may revise the rent to be consistent with its then current rent policy. The
sale or transfer (whether in a single transaction or cumulatively) of fifty percent (50%) or
more of the equity in Lessee shall be considered an assignment.

31.  LESSOR'S RIGHT TO ENTER PREMISES

Lessor and/or its authorlze'd: repres-entatlves shall have the right to enter the Premises
at all reasonable times for any of the following purposes:

a. To determine whether cfr-.'no__t the Premises are in good condition or whether the
Lessee is complying with its ob‘ligations---’u_rtder this Lease;

b. To do any necessary maintenance and to make any restoration to the Premises
that the Lessor has the right or obllgatlon to perform

¢. To post "For Rent” or "For Lease” srgns durmg any period that the Lessee is in
default; S

d. To repair, maintain or improve the Premises; a‘hd

e. To do any other act or thing necessary for the safety or preservatron of the
Premises. L

Except in the event of bona fide emergencies, Lessor shall provrde notlce to Lessee
not less than twenty-four (24) hours in advance of any such inspection.

Lessor shall not be liable in any manner for any inconvenience, d_ist;_urban'ce;__ loss of
business, nuisance, or other damage arising out of the Lessor's entry onto-the-Premises as
provided in this section. Lessor shall conduct its activities on the Premises as. provided
herein in a manner that will cause the least inconvenience, annoyance or drsturbance to

i

LEASE AGREEMENT mw mmwm
PORT OF SKAGIT COUNTY, Lessor
Skagtt Coumy Audttor

MEADOW MILL HOLDINGS, LLC, Lessee
2/29/2008 Page 16 of 20 4:12PM,,




. Lessee understands that the Premises is within the Lessor's Bayview Business and

' ."Industnal Park, situated in Industrial Development District No. 1. Lessor has or may

: _promulgate and adopt resolutions, regulations and covenants for the orderly development,
“maintenance, care and control of all property within said district. The same effect Lessee's
use  of the Premises. Lessee agrees to comply with such resolutions, regulations and
covenants in force as of the date of this Lease and all other resolutions, regulations and
covenants which may be promulgated by Lessor and which shall not discriminate against
Lessee and Wthh do not prevent the conduct of Lessee’s business operations,

32, RETENTION OF AlRSPACE RIGHTS BY LESSOR

Lessor retams the public and private right of flight for the passage of aircraft in the
airspace above the suirface of the Premises, together with the right to cause in said airspace
such noise as may be inherent in the operation of aircraft, now known or as hereinafter
used, for navigation of -or flight.in said airspace and for use of said airspace for taking off
from, landing on or operating at Skagit Regional Airport.

33. FEDERAL AVIATION"A"DW_NISTRATION REQUIREMENTS
Lessee agrees: e

a. To prevent any operation on the Premises which would produce electromagnetic
radiations of a nature which would cause interference with any existing or future
navigational aid or communication aid serving Skagit Regional Airport, or which
would create any interfering or confusmg hght or in any way restrict visibility at the
Airport; and :

b. To prevent any use of the Premises WhICh wouid mterfere with landing or taking off
of aircraft at Skagit Regional Airpor, or otherwise constltute an aviation hazard.

34. NOTICES

All notices or payment hereunder may be dehvered or manled Below are the
addresses of the parties: R

LESSOR: LESSEE:

Port of Skagit County Meadow Mill Holdmgs LLC
15400 Airport Drive 18419 Peregrine Lane.~ .~
Burlington, WA 98233 Mount Vernon, WA 98274
Phone: (360) 757-0011 Phone: (360) 848-1551 -
Fax: {360) 757-0014 Fax: {360) 848-1651

T
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.35, TIME IS OF THE ESSENCE

: It is mutually agreed and understood that time is of the essence of this Lease and that a

£ wawer ‘of any default of Lessee shall not be construed as a waiver of any subsequent default, and
“thatany notice required to be given under this lease may be given by United States Mail

addressed to the party identified in the paragraph entitled “NOTICES” of this Lease, or to such

other address(es) that either party may hereafter provide in writing to the other party for such

purpose.’

IN WITNESS WHEREOF Lessor has caused this instrument to be signed by its executive director
on the date and year fnrst above written.

LESSOR: e LESSEE:

PORT OF SKAGIT COUNTY MEADOW MILL HOLDINGS, LLC
Patr|c1a Botsford Q{tartm Executwe D!rector Kari J. Waré—Kiember
7/29 /0% e a’z/g G/08

Date L Date

STATE OF WASHINGTON )
) s8.
COUNTY OF SKAGIT )

On this X day of ngﬂ/@(ﬁ/L 2008 before me, the undersigned, a Notary
Public in and for the state of Washingtoh, duly” commlssmned and sworn, personaily
appeared Patricia Botsford-Martin, to me known to be the executive director of the Port of
Skagit County, a municipal corporation, the corporation that executed the foregoing
instrument, and acknowledged the said instrument to be the free and voluntary act and
deed of said corporation, for the uses and purposes therein mentloned and on oath stated
that she is authorized to execute the said instrument. :

Witness my hand and ofﬂc;a[ se hereto affixed the day _and year first above
written. R ~ (6 / e

gaotary Publac in and for the/state of -
ashington, residing ate ﬂg AL “oF
My commission expires: (<] 3(, / O
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' .'STATE OF WASHINGTON )
) 5s.

£ COUNTY OF SKAGIT )

w On thls :Qf ?l”ay of 2008, before me, the undersigned, a Notary
Public in‘and for the state of Washingtop, duly commissioned and sworn, personally

appeared” Kari-). Ware, to me known to be a member of Meadow Mill Holdings, LLC, a

Delaware hmlted____ifa_b__lhty company, the company that executed the foregoing instrument,
and acknowledged the said instrument to be the free and voluntary act and deed of said
company, for.the “uses and purposes therein mentioned, and on ocath stated that he is

authorized to execute the sald instrument,

Witness my hand and ofﬁcra! seal hereto affixed the day and year first above

written. e
5, / sy /d@Z&&%éé/fL

Hary Public in 4nd for the state,fe‘f
o

; : ¥ #Mashington, residing aQ \/\LQ&
e -\ -
gt ‘¥ BMy commission expires: = &
éf:a: A Prmted Name: }0361."@ GEN i&
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