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STATE OF WASHINGTON
DEFARTMENT OF NATURAL RESOURCES
DOUG SUTHERLAND, Commissioner of Public Lands

SKAGIT COUNTY WASHIN
AQUATIC LLANDS LEASE REAL ESTATE Bxc:sargxm N
(Commercial)
NOV1g3 2015
ASE NO. 22-A02661 _ Amount Paja §
_ Skagit Co. Treasurer

Tenant desires to lease the aqu
which are Tidelands and Bedlarid

State desires to lease the property i
Lease.

gommonly known as LaConner Harbor Area,
d in.Skagit County, Washington, from State, and
rsuant to the terms and conditions of this

THEREFORE, the parties agree as follbws.

SECTION 1 -

1.1 Property Defined. State leases to Tenant
property described in Exhibit A together with all th
improvements on and easements benefiting the Pro

ate if any, to
to the exceptlons

under the Public Trust Doctrine or federal nav1gat10n serv1tuae
Indian Tribes. Not included in this Lease are any right to harvest,
natural resource, 1ncludmg aquatic hife or hvmg plants, any water i,

matenals State reserves the right to grant easements and other land usEs
to others when the easement or other land uses will not unreasonably inter
Tenant's Permitted Use.

1.2 Survey, Maps, and Plans. In executing this Lease, State is relying on th
surveys, plats, diagrams, and/or legal descriptions provided by Tenant. Tenant isngt
relying upon and State is not making any representations about any survey, plat, diag

and/or legal description provided by State.
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Inspection. State makes no representation regarding the condition of the
;y, improvements located on the Property, the suitability of the Property for
s Permitted Use, compliance with governmental laws and regulations, availability

SECTION 2 USE

enant shall use the Property for a Commercial Building,
restaurant and lounge (the “Permitted Use™), and for no other

resources on the Property
occur on the Property. Thi

committed to or on the Property. If Tenatit fails to comply with all or any of the

ct-out 1n this Subsection 2.2, State shall notify

Tenant and provide Tenant a reasonable e to take g steps necessary to remedy the
?, ‘State may take any steps

reasonably necessary to remedy this failure, "L on derand by State, Tenant shall pay all
costs of such remedial action, including but no . '

disposing of any material deposited improperly on th
any way limit Tenant's liability under Section 8, bel

2.3 Conformance with Laws. Tenant shall, at all times.
with all conditions and terms of any permits, licenses, cert
ordinances, statutes, and other government rules and regulat
occupancy of the Property.

2.4 Liens and Encumbrances. Tenant shall keep the Property
liens and encumbrances arising out of or relating to its use or occupan

SECTION 3 TERM
3.1 Term Defined. The term of this Lease is Thirty (30) years (the “Term” .
beginning on the 24th day of May, 2005 (the “Commencement Date”), and ending'on the

23rd day of May, 2035 (the “Termination Date™), unless terminated sooner under ¢
terms of this Lease.

3.2 Renewal of the Lease. Tenant shall have the option to renew this Lease for zero
(0) additional terms of zero (0) years each. The initial Term of this Lease, and all
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al terms, shall not exceed Thirty (30) years in the aggregate. Tenant shall exercise
pﬂon by providing written notice of its election to renew at least ninety (90) days
"the Termination Date of the initial Term or any renewal term of this Lease.

ot be entitled to renew if it is in default under the terms of this Lease at the
to renew is exercised. The terms and conditions of any renewal term
¢ as set forth in this Lease, except that rent shall be recalculated, the

deliver possession of
not be void or voida

Property to Tenant on the Commencement Date, this Lease shall
: 1] State be liable to Tenant for any loss or damage

of possession. In such event, the date of delivery of
possession shall be the Commengement Date for all purposes, including the payment of
rent. In the event Tenan gssion before the Commencement Date, the date of
possession shall be the Com ement.Date for all purposes, including the payment of
rent. If'the Lease Term com ] r or later than the scheduled Commencement
Date, the Termination Date shall b isted accordingly.

3.4 End of Term. Upon the expiratien or termination of the Term or extended term,
as applicable, Tenant shall surrender the Property to State in the same or better condition
as on the Commencement Date, reasonablé wear ang* excepted.

35 . Ins i e Property after the
Termination Date, the occupancy shall not be an, exts -gr renewal of the Term. The
oceupancy shall be a month to-month tenancy, on_

ys written notice. The
m;ldﬁ_‘be due if the Lease

State provides a notice to vacate the Property in anticipation/of the tefmination of this
Lease or at any time afier the Termination Date and Tenant fait o d
set forth in the notice, then Tenant shall be a trespasser and shalt 6y
amounts duc under RCW 79.01.760 or other applicable law.

State all

SECTION 4 RENT

4.1 Annual Rent. Until adjusted as set forth below, Tenant shall pay
annual rent of Three Thousand Two Hundred Two Dollars and 78/100 ($3,26
related to non water-dependent use. The annual rent, as it currently exists or as ad
or modified (the “Annual Rent™), shall be due and payable in full on or before t!
Commencement Date and on or before the same date of each year thereafter.

42 Payment Place. Payment is to be made to Financial Management Division, 1111
Washington St SE, PO Box 47041, Olympia, WA 98504-7041.
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(b)

4.5 Rent Adjustment Procedures.

(2)

(b)

Farm Date: ¢7/2003

Adjustment Based on Use. Annual Rent is based on Tenant's Permitted Use of
rty, as described in Section 2 above. If Tenant's Permitted Use changes, the
enit shall be adjusted as appropriate for the changed use.

! abor, Bureau of Labor Statistics. If publication of the
,1s discontinued, a reliable governmental or other

n evaluatng the information used in determining the
hall be used.

Revaluation of R
the Term, and at the- ac]fl subsequent four-year permd revalue the
nonwater-dependent Rent to reflect the then-current fair market
rent. In the event that a ment cannot be reached between State and

one selected by and at the cost Q
and at the cost of State; and a thitd
members with the cost shared equa
of the majority of the board shall be th parties. Until the
new rent is established by agreement or- f%ew,;_board Tenant shall
pay rent in the same amount established for t 1€ pr
additional rent is required as a result of this revi
additional rent within ten (10) days of the bo
required as a result of this review, State shall pay th
(10) days of the board's decision.

Notice of Rent Adjustment.
Notice of any adjustments to the Annual Rent that are allowed:
Subsection 4.4 (b) shall be provided to Tenant in writing no lates
ninety (90) days after the anniversary date of the Lease.

Procedures on Failure to make Timely Adjustment.
In the event the State fails to provide the notice required in Subsection 4.
(a), it shall be prohibited from collecting any adjustments to rent only for "
the year in which it failed to provide notice. No failure by State to adjust

4 Agreement No. 22-A02661



Annual Rent pursuant to Subsection 4.5 (a) shall affect the State's right to
establish Annual Rent for a subsequent lease year as if the missed or
waived adjustment had been implemented. The State may adjust, bill, and
collect Annual Rent prospectively as if any missed or waived adjustments
had actually been implemented. This includes the implementation of any
flation adjustment and any rent revaluations that would have been
thotized for previous lease years.

SECTION 5 OTHER EXPENSES

During the Termi, T | pay the following additional expenses:

all fees charged for utilities in connection with the use
uding but not limited to electricity, water, gas, and

5.1 Utilities. T
and occupancy of the Progerty, .
telephone service. '

Tepant.shall pay all taxes (including leasehold excise
tal charges, of any kind whatsoever, applicable
| old interest, the timprovements, or Tenant's

. 5.2 Taxes and Assessmei
taxes), assessments, and other
or attributable to the Property, Te
use and enjoyment of the Property

5.3 Right te Contest. Tenant mayy.in good faith, contest any tax or assessment at its
sole cost and expense. At the request of Sdate, Tenarit'shall furnish reasonable protection
in the form of a bond or other security, satisfactety ate, against any loss or liability

by reason of such contest,

5.4 Proof of Payment. Tenant shall, if required
other appropriate evidence establishing the payment
under the terms of this Lease.

1sh to State receipts or
nts required to be paid

5.5 Failure to Pay. If Tenant fails to pay any of the a
State may pay the amount due, and recover its cost in accord
Section 6.

amount of the payment or Fifty Dollars ($50), whichever is greater, to defray (ke
overhead expenses of State incident to the delay.

6.2 Interest Penalty for Past Due Rent and Other Sums Owed. If rent is not
within thirty (30} days of the date due, then Tenant shall, in addition to paying the [at
charges determined under Subsection 6.1, above, pay interest on the amount outstandin
at the rate of one percent (1%) per month until paid. If State pays or advances any
amounts for or on behalf of Tenant, including but not limited to leasehold taxes, taxes,

Form Date: 07/2003 5 - Agreement No. 22-A02661



ssments, insurance premiums, costs of removal and disposal of unauthorized
pursuant to Section 2 above, costs of removal and disposal of improvements

to Section 7 below, or other amounts not paid when due, Tenant shall reimburse
1h ount paid or advanced and shall pay interest on that amount at the rate of
%) per month from the date State notifies Tenant of the payment or

amount then due, State may apply such payment as it elects. In
the absence of i1, the payment or receipt shall be applied first to accrued taxes
which State hé ced or may be obligated to pay, then to other amounts advanced by
State, then to late charges and accrued interest, and then to the earliest rent due. State
may accept any payrieni
balance of the rent or p

ther right or remedy. No endorsement or statement on
ter accompanying any check or payment shall
d-and satisfaction. '

elsewhere 1n this Lease, rent and a.
shall be paid without the requirem

7.1 Existing Improvements. On the Coriy
improvements are located on the Property: Twos taurant building, built on pilings.
The improvements are not owned by State “Lessee Owned Improvements.”

shall retain ownership of Existing Improvements, and all
trade fixtures it may place on the Property (collectively "T
Tenant-Owned Improvements shall not include any construci
alteration, or addition to any Unauthorized Improvements as defined
below. No Tenant-Owned Improvements shall be placed on the Pfof
prior written consent.

7.3 Construction. Prior to any construction, alteration, replacemen
major repair of any improvements (whether State-Owned or Tenant-Owndd).
shall submit to State plans and specifications which describe the proposed acts
Construction shall not commence until State has approved those plans and speci
in writing and Tenant has obtained a performance and payment bond in an amou
to 125% of the estimated cost of construction. The performance and payment bon
be maintained until the costs of construction, including all laborers and material pers
have been paid in full. State shall have sixty (60) days in which to review the proposed
plans and specifications. The plans and specifications shall be deemed approved and the
requirement for State’s written consent shall be treated as waived, unless State notifies
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t otherwise within the sixty (60) days. Upon completion of construction, Tenant
amptly provide State with as-built plans and specifications. State’s consent and
al shall not be required for any routine maintenance or repair of improvements
nant pursuart to its obligation to maintain the Property in good order and
not result in the construction, alteration, replacement, removal, or major
rovements on the Property.

ant-Owned Improvements shall be removed by Tenant by the
State notifies Tenant that the Tenant-Owned Improvements may
. for the Tenant-Owned Improvements to remain on the

Property afterth
payment by State (if t
shall be entitled to t
Improvements includ
leasehold premises with
Property or the improvern
mmprovements unless the pa
Lease. Any Tenant-Owned 1pr
Exhibit A or B shall be treated |

leave the Tenant Owned Improvementfa ‘the Property. State shall then have ninety (90)
wishes to have the Tenant-Owned Improvements
removed or elects to have them remain. Failure to noti
election by State that the Tenant-Owned Improvei
the Tenant-Owned Improvements remain on
without State's actual or deemed consent, they sttt
but the State may remove them and Tenant shall pay
upon State's demand.

immediately become the property of State, unless State elects
ownershitp of Unauthorized Improvements, State may, at its opti
sever, remove, and dispose of them, charge Tenant rent for the use
Tenant fails to remove an Unauthorized Improvement upon request,
and charge Tenant for the cost of removal and disposal.

SECTION 8 ENVIRONMENTAL LIABILITY/RISK ALLOCA!

8.1 Definition. “Hazardous Substance™ means any substance which now or in
future becomes regutated or defined under any federal, state, or local statute, ordinz
rule, regulation, or other law relating to human health, environmental protection,
contamination or cleanup, including, but not limited to, the Comprehensive

Environmental Response, Compensation and Liability Act of 1980 (“CERCLA™), 42
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se of

(b)

Farm Daté: 07/2003

C. 9601 et seq., and Washington's Model Toxics Control Act (“MTCA™), RCW
010 ef seq.

Hazardous Substances. Tenant covenants and agrees that Hazardous
1 not be used, stored, generated, processed, transported, handled, released
1, under, or above the Property, except in accordance with all

1

Hazardous Substances that may exist in, on, under, or
State disclaims any and all responsibility to conduct
view any State records, documents or files, or to obtain
or supply dn pdtion to Tenant.
Tenant shall exest
Substances in, on, und
Date, and any Hazar

most care with respect to both Hazardous
or abave the Property as of the Commmencement
ibstances that come to be located in, on, under,
or above the Property g the Term of this agreement, along with the
foreseeable acts or omissiéns of third parties affecting those Hazardous
Substances, and the foreseedble consegiiences of those acts or omissions.
The obligation to exercise utmos r this Subsection 8.3 includes,
but is not limited to, the follow Tequifements:

(1) Tenant shall not undertake activitiek that ‘will cause, contribute to,

(2)

)

(4)
by employees and authorized agents of the Environme|
Protection Agency, the Washington State Department of E
or other similar environmental agencies; and

5) If requested, Tenant shall allow reasonable access to potentiall
liable or responsible parties who are the subject of an order or
consent decree which requires access to the Property. Tenant's
obligation to provide access to potentially liable or responsible
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parties may be conditioned upon the negotiation of an access
agreement with such parties, provided that such agreement shall
not be unreasonably withheld.

T bt}

the Property, any adjoining property, or any other

(5) Any notification from the US Environmen
(EPA) or the Washington State Department :
remediation or removal of Hazardous Substartess.
required at the Property.

(b)  Upon request, Tenant shall provide State with copies of any
reports, studies, or audits which pertain to environmental issue
concerns associated with the Property, and which were prepared
Tenant and submitted to any federal, state or local authorities purs
any federal, state or local permit, license or law. These permits inclu
but are not limited to, any National Pollution Discharge and Eliminatiot
System Permit, any Army Corps of Engineers permit, any State
Hydraulics permit, any State Water Quality certification, or any
Substantial Development permit.
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Indemnification.

(b)

Tenant shall fully indemnify, defend, and hold State harmless from and
against any and all claims, demands, damages, natural resource damages,
esponse costs, remedial costs, cleanup costs, losses, liens, liabilities,

‘penalties, fines, lawsuits, other proceedings, costs, and expenses

ing attorneys' fees and disbursements), that arise out of, or are in
y related to:

5, Use, storage, generation, processing, transportation, handling,
osal of any Hazardous Substance by Tenant, its subtenants,
tors, agents, employees, guests, invitees, or affiliates in, on,
.ahove the Property, any adjoining property, or any other
rty E)J ect to use by Tenant in con_]unctmn with 1ts use of the

2) The release o
the exacerbatio)
on, under, or dhe e Property, any adjoining property, or any
other property gct to use by Tenant in conjunction with its use
of the Property, wliich release; threatened release, or exacerbation
occurs or occurred durin 1 of this Lease or during any
time when Tenant occup; upied the Property or any such
other property, and as a rés

(1) Any act or omission of
agents, employees, guests, in

subtenants, contractors,
filiates; or,

(i)  Any foreseeable act or omissi
Tenant exercised the utmost ¢
foreseeable acts or omissions of the t
foreseeable consequences of those ac

of a third party unless

In addition to the indemnifications provided in Subsec
shall fully indernnify State for any and all damages, liabili
expenses (including attorneys' fees and disbursements) that
are in any way related to Tenant's breach of the obligations of Subsec
8.3(b). This obligation is not intended to duplicate the indemmnit
in Subsection 8.5(a) and applies only to damages, liabilities, costs
expenses that are associated with a breach of Subsection 8.3 (b) and
are not characterized as a release, threatened release, or exacerbation of:
Hazardous Substances.
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and pe

be limited 0 ¢hos
exceed the thre Aimits of any applicable regulatory cleanup standards. Tenant shall

action, inaction, or ev
undertake a cleanup,

{(except in emergency sitha
Nothing in the operation of it
that the voluntary cleanup compt

8.7

Sampling by State, Reimb

()

(&)

(c)

Cleanup. If a release of Hazardous Substances occurs in, on, under, or above the
or other State-owned property, arising out of any action, inaction, or event
or referred to in Subsection 8.5, above, Tenant shall, at its sole expense,

ike all actions necessary or advisable to clean up the Hazardous Substances.

s shall include, without limitation, removal, containment and remedial
be performed in accordance with all applicable laws, rules, ordinances,

e for all cleanup, administrative, and enforcement costs of

ded that: (1) Any cleanup plans shall be submitted to
t at least thirty (30) days prior to implementation

2) Tenant must not be in breach of this lease.
iston shall be construed as an agreement by State

("Tests") of the Propcrty dtany tlme
effects of Hazardous Substances 8

termme the existence, scope, or
pperty, any adjoining property,

information, demonstrates the existen
Hazardous Substances arising out of a
described or referred to in Subsection

shall be conditioned upon State providing Tenan
intent to conduct any Tests at least thirty (30) cale
undertaking such Tests unless such Tests are perfo

requesting such samples within twenty (20) calendar days of the d i
Tenant is deemed to have received notice of State's intent to condué‘tﬁg"-
non-emergency Tests. The additional cost, if any, of split samples sha
bome solely by Tenant. Any additional costs State incurs by virtue of
Tenant's split sampling shall be reimbursed to State within thirty (30)
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calendar days afier a bill with documentation for such costs is sent to
Tenant.

30) calendar days of a written request (unless otherwise required pursuant
4(b), above), either party to this Lease shall provide the other party with
sl data quahty assurance/quality control information, and chain of custody

3

inforritatic
or Tenang:”

y the indemnification provisions of Subsection 8.5,
vern the allocation of those liabilities. With respect to
ot responsibilities not covered by Subsection 8.5, the
Wwaive or relinquish any rights, claims, immunities,
ng teihe presence, release, or threatened release of

that subsection shall ex
any environmental risks,
parties expressly reserve ind
causes of action, or defens
Hazardous Substances in, on, v

he commeon 1aw No right, claim, immunity,
or defense either party may have against third partles 15 affected by this Lease and the
parties expressly reserve all such rights,
allocations of risks, liabilities, and responsibil;

party from, or affect either party's liability fo

9.1 State Consent Required. Tenant shall not sell ; age, assign,
pledge, sublet, or otherwise transfer or encumber all or any part of T 1ant's interest in
this Lease or the Property without State's prior written conse
unreasonably conditioned or withheld.

(a) In determining whether to consent, State may conside:

bear upon the suitability of the transferee as a tenant of the Prép
Tenant shall submit information regarding any proposed transfe
State at least thirty (30) days prior to the date of the proposed transf

(b)  State reserves the right to condition its consent upon: (1) changes in the

terms and conditions of this Lease, including the Annual Rent and other
terms; and/or (2) the agreement of Tenant or transferee to conduct Tests
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for Hazardous Substances on the Property or on other property owned or
occupied by Tenant or the transferee.

Each permitted transferee shall assume all obligations under this Lease,
ncluding the payment of rent. No assignment, sublet, or transfer shall
¢lease, discharge, or otherwise affect the liability of Tenant.

or a transfer (by
shall be deemed
dissolution of the’p
mterest in Tenant shal

gnment. If Tenant is a corporation, a dissolution of the corporation
ore transactions) of a majority of the voting stock of Tenant
ssignment of this Lease. If Tenant is a partnership, a

9.3 Rent Paymen
of rent following an a
assignment or transfer.

9.4 Terms of Subleases.
(a)
(b) The sublease shall confirm that ifth: 15 of the sublease conflict with

(c) The term of the sublease (including a
renewal option) shall end before the T
ot any renewal term;

(d)  The sublease shall terminate if this Lease tert "'atcs 3
expiration of the Term, failure to exercise an opt

by State, surrender or for any other reason;

(e) The subtenant shall receive and acknowledge receip
Lease;

0 The sublease shall prohibit the prepayment to Tenant by t
more than one month's rent;

{(g) The sublease shall identify the rental amount to be paid to Tenan
subtenant;

(h)  The sublease shall confirm that there is no privity of contract between th
subtenant and State;
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10.2 . Financial Security.

(2)

employees, officers, and ag
mjury, personal injury and d

shall be governed exclusively by Section 8.

The sublease shall require removal of the subtenant's improvements and
trade fixtures upon termination of the sublease; and,

The subtenant's permitted use shall be within the Permitted Use authorized
by this Lease.

tional and commercial vessel owners for a term of one year or
equired to obtain State’s written consent or approval pursuant to
1on 9.4. Tenant shall be obligated to ensure that these moorage
blease requirements in Subsection 9.4.

tany and all liability, damages (including bodily
and, aquatic life, and other natural resources),
osts, fees (including attomeys' fees), penalties,
riging out of the use, occupation, or control of

At its own expense, Tenant shal] procure and
bond or provide other financial security sati
in an amount equal to Ten Thousand Dollars ( 16;200),.
Tenant's full performance of its obligations und

corporate surety
te (the "Bond")

Allocation) above. The Bond shall be in a form and
company acceptable to State. State may require an adju
amount of the Bond:

(1) At the same time as revaluation of the Annual Rent;
(2) As a condition of approval of assignment ot sublease of tht ‘

(3) Upon a material change in the condition of any improvements; of

4 Upon a change in the Permitted Use.
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A new or modified Bond shall be delivered to State within thirty (30) days
after adjustment of the amount of the Bond has been required by State.

Upon any default by Tenant in its obligations under this Lease, State nay
collect on the Bond to offset the liability of Tenant to State. Collection on
he Bond shall not relieve Tenant of liability, shall not limit any of State's
Other remedies, and shall not reinstate or cure the default or prevent

rintnation of the Lease because of the default.

10.3 Insuran
Term of this T
and (b) below. Thls
admitted and licensg
Washington. Insurers mi
Or a comparable rating ¢

own expense, Tenant shall procure and maintain during the
syrance coverages and limits described in Subsections 10.3(a)
tance shall be issued by an insurance company or companies
Ineprance Commissioner to do business in the State of

ating of B+ or better by "Best's Insurance Reports,"
ifing company acceptable to State. If non-admitted or

(a)

applicable, Marina Operators Legal Llab111ty msurance covering
claims for bodily injury, persos
arising on the Property
necessary, commercialsg
these risks shall be procur_ ar
include liability coverage w
below: .

jsurance covering claims for
infained. Insurance must
1ofess than those specified

Description
Each Occurrence $1,000,6
(General Aggregate Limit $2,000,

State may impose changes in the limits of li4

6] As a condition of approval of assignme
Lease;

(11) Upon any breach of Section 8, above;

(ii1)  Upon a material change in the condition of the Pr
any improvements; or,

(1v)  Upon a change in the Permitted Use.
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ew or modlﬁed Insurance coverage shall be in place within thirty (30) days after
in the limits of liability are required by State.

(2) Property Insurance. Tenant shall procure and maintain property
insurance covering all real property located on or constituting a
part of the Property in an amount equal to the replacement value of
all improvements on the Property. Such insurance may have
commercially reasonable deductibles.

Worker's Compensation/Employer’s Liability Insurance. Tenant
rocure and maintain:

ate of Washington Worker's Compensation coverage, as
applicable, with respect to any work by Tenant's employees
%01 gbout the Property and on any improvements;

Employers Liability or “Sto
specified below. Insurance
those specified below:

" ingprance coverage with limits not less than those
sodily injury coverage with limits not less than

Policy Limit
By Accident By Disease
$1,000,000 $1,000,000
Longshore and Harbor Worker's Act and Jones ge, as applicable, with respect
to any work by Tenant's employees on or abou and on any improvements.

(4) Builder's Risk Insurance. As
maintain builder's nsk insuran

enant shall procure and
unt reasonably

- evidence of completion is provided to St

(5) Business Auto Policy Insurance. As applica
procure and maintain a business auto policy.
include liability coverage with limits not less thar

below:
Description ' Each Accid
Bodily Injury and Property Damage $1,000,000

(b) Terms of Insurance. The policies required under Subsection 10.3 shall
name the State of Washington, Department of Natural Resources as an

Form Date: 07/2003 16 Agreement No, 22-A02661



additional insured (except for State of Washington Worker's
Compensation coverage, and Federal Jones’ Act and Longshore and
Harbor Worker’s Act coverages). Furthermore, all policies of insurance
described in Subsection10.3 shall meet the following requirements:

Policies shall be written as primary policies not contributing with
and not in excess of coverage that State may carry;

icies shall expressly provide that such insurance may not be
iceled or nonrenewed with respect to State except upon

ve (45) days prior written notice from the insurance

y to State;

(3) of State’s insurable interest, property coverage shall
iide that all proceeds shall be paid jointly to State

(4) 1ability policies must provide coverage on an occurrence basis:

(3)

Proof of Insurance. Tenant shall furnish evidence ofi;
Certificate of Insurance satisfactory to the State.s

urance in the form of a

nied by a checklist of coverages
ntative of each insurer showing
seetion 10, and, if requested,

policies. Tenant acknowledges that the coverage require
minimum limits of insurance the Tenant must purchase to erf
These limits may not be sufficient to cover all liability losses
expenses. Purchase of these limits of coverage docs not relieve i
for losses and settlement expenses greater than these amounts.

10.4  State's Acquisition of Insurance. If Tenant fails to procure
insurance described above within fifteen (15) days after Tenant receives:
comply from State, State shall have the right to procure and maintain compz ‘
substitute insurance and to pay the premiums. Tenant shall pay to State upo e,
full amount paid by State, together with interest at the rate provided in Subsectiaf
from the date of State’s notice of the expenditure until Tenant's repayment.
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(b

©)

(a)

(b)

{c)

(d)

(e)

SECTION 11 MAINTENANCE AND REPAIR

‘State's Repairs. State shall not be required to make any alterations, maintenance,
t, Or repairs in, on, or about the Property, or any part thereof, during the

shall, at its sole cost and expense, keep and maintain the Property
) :_rovements (regardless of ownershrp) m good order and repair,

aintenance, replacements, or changes to the Property
nts on the Property which may be required by any
public aufhm
All additions, tions, replacements or changes to the Property
' ¢ Property shall be made in accordance

otherwise agreed in writing, Tena_r_l oh;
replace the Property and any improv
condition immediately prior to the da

Tenant's duty to reconstruct, repair, or repldce, anrage or destruction
of the Property or any improvements on the réperty
conditioned upon the availability of any insuran
from which the cost of repairs may be paid.

abatement or reduction in rent during such reconstruct
replacement.

In the event Tenant is in default under the terms of this Lease at the time
damage or destruction occurs, State may elect to terminate the Lease and

Form Date: (7/2003 1R Agreement Mo. 22-A02661



State shall then have the right to retain any and all insurance proceeds
payable as a result of the damage or destruction.

SECTION 13 CONDEMNATION

. The term “taking,” as used in this Lease, means the taking of all
ion of the Property and any improvements thereon under the
minent domain, either by judgment or settlement in liey of
aking also means the taking of all or a portion of the Property
rovements thereon to the extent that the Permitted Use is

(b) e terms “total taking” and “partial taking” shall
include a voluntafy , in lieu of formal court proceedings, to
any agency, author utility, person, or corporate entity

(c)

13.2  Effect of Taking. If during the Term there s 1 taking, the leasehold
estate of Tenant in the Property shall terminate as of aking. If this Lease is
terminated, in whole or in part, all rentals and other charges bleb:
and attributable to the Property taken shall be paid by Tenant ¥p to th
Tenant has pre-paid rent, Tenant will be entitled to a refund f'the pr
pre-paid rent attributable to the period after the date of taking. “Trfi
taking, there shall be a partial abatement of rent from the date of ta
equal to the percentage of Property taken.

13.3  Allocation of Award. State and Tenant agree that in the event df
condemnation, the award shall be allocated between State and Tenant bas

Improvements on the Property and State's interest (a) in the Property, (b) in the
reversionary interest in Tenant-Owned Improvements, and (c) in State-Owned
Improvements. In the event of a partial taking, this ratio will be computed on the b:
the portion of Property or improvements taken. If Tenant and State are unable to agré
on the allocation, it shall be submitted to binding arbitration in accordance with the rule
of the American Arbitration Association.
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(b)

(©)

Form Date: 07/2003

SECTION 14 DEFAULT AND REMEDIES

Tenant shall be in default of this Lease on the occurrence of any of the
following:

Failure to pay Annual Rent or other expenses when due;

Failure to comply with any law, regulation, policy, or order of any
awful governmental authority;

to comply with any other provision of this Lease;

(3)

vent of default ("Event of Default") if Tenant

in the applicable cure period after State
provides Tenant with writfen notice of.¢

Tenant by summary proceedings or ot

terminating this Lease, relet the Prope erms and conditions as
: 1ate., If State elects to

relet, rent received by it shall be applied: (1) t ’

indebtedness other than rent due from Tena

of any cost of such reletting; (3} to the payme

alterations and repairs to the Property; and, (4) t

Tenant shall be responsible for any deficiency created b
during any month and shall pay the deficiency monthly. §
repossession of the Property under this subsection shall not be
as an election to terminate this Lease or cause a forfeiture of rénts

charges to be paid during the balance of the Term, unless State g
written notice of termination to Tenant or termination is decreed b

proceedings. State may at any time after reletting elect to terminate
Lease for the previous Event of Default.

20 Agreement No. 22-A02661



SECTION 15 ENTRY BY STATE

c.ehiall have the right to enter the Property at any reasonable hour to inspect for
pl with the terms of this Lease.

TION 16 DISCLAIMER OF QUIET ENJOYMENT

parties, as’ of the public under the Public Trust Doctrine or federal

navigation servi d'treaty rights of Indian Tribes. State believes that its grant of the

Lease is consistent with the-Public Trust Doctrine and that none of the identified interests

f1ally and adversely affect Tenant’s right of possession and use

, but makes no guaranty or warranty to that effect.

at Tenant shall be responsible for determining the

for defending its leasehold interest. Consequently,
‘expressly releases State from any claim for breach

joymeent with respect to the possession of the

ot limited to, interference arising from or in

of adjacent property owners or the public over

imn, inchuding rights under the Public Trust

Tenant and State exp
extent of its right to po
State expressly disclaims-an.
of any implied covenant of quie:

lands, navigable waters, bedlands, tidelands, and
shorelands. In the event Tenant is evicted-from the Praperty by reason of successful
assertion of any of these rights, this Lease shall tet as of the date of the eviction.

In the event of a partial eviction, Tenant's rent shall abate as of the date of the
partial eviction, in direct proportion to the extert but in all other respects,
this Lease shall remain in full force and effect.

SECTION 17 NOTI

Any notices required or permitted under this Lease may be
delivered by facsimile machine, or mailed by certified mail,”

time to time:

State: DEPARTMENT OF NATURAL RESOURCES
Northwest Region
919 North Township Street
Sedro-Woolley, WA 98284

Tenant: JAMES & MARY LOU CAUDILL

PO Box 577
LaConner, WA 98257
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ice shall be deemed given and delivered upon personal delivery, upon receipt of a
ation report if dehivered by facsimile machine, or three (3) days afier being
as set forth above, whichever is applicable.

SECTION 18 MISCELLANEOUS

- Tenant and the person or persons executing this Lease on behalf of
at-Tenant is qualified to do business in the State of Washington, that
uthority to enter into this Lease, and that each and every person
1t 1s authorized to do so. Upon State's request, Tenant will
provide ev1dem:c satisfactory to State confirming these representations. This Lease is
uant to the authority granted it in Chapters 79.90 to 79.96 RCW
of Washington.

18.2  Successors and Assigns:/This Lease shall be binding upon and inure to the
benefit of the parties, thek: rs and assigns.

18.3 Headings. The headi
way define, limit, or extend the $c

his Lease are for convenience only and in no
"this ]ease or the intent of any provision.

18.4 Entire Agreement. This Le e, icluding the exhibits and addenda, if any,
contains the entire agreement of the parties. All prior and contemporaneous agreements,

promises, representations, and statements.relating t transaction or to the Property, if
any, are merged mnto this Lease. '

18.5 Waiver. The waiver by State of any bre:
condition of this Lease shall not be deemed to be a
condition; of any subsequent breach or default of the

It of any term, covenant, or

any other term,
L.payment shall not be

- construed to be a waiver of any preceding or existing breach
the particular rental payment that was accepted.

18.6 Cumulative Remedies. The rights and remedies of Sta
curnulative and in addition to all other rights and remedies afford
equity or otherwise.

18.7 Time is of the Essence. TIME IS OF THE ESSENCE as to each.
provision of this Lease,

18.8  Language. The word “Tenant” as used in this Lease shall be applicable
more persons, as the case may be. The singular shall include the plural, and the
shall include the masculine and feminime. Ifthere is more than one Tenant, their
obligations shall be joint and several. The word ‘persons,” whenever used, shall incli
individuals, firms, associations, and corporations.
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Invalidity. If any provision of this Lease shall prove to be mvalid, void, or
it shall in no way affect, impair, or invalidate any other provision of this Lease.

iplicable Law and Venue. This Lease shall be interpreted and construed in
‘with the laws of the State of Washington. Any refererce to a statute shall
.as presently enacted or hereafter amended or superseded. Venue for

gut of or in connection with this Lease shall be in the Superior Court
. Washington.

all, at a minimum, contain the Property description, the

, the State’s lease number, and the duration of the Lease.

ording information, including the date of recordation
thirty (30) days from the date of delivery of the final

h.the requirements of this subsection. If Tenant fails to

d Tenant shall pay the costs of recording upon

and file number. Tenant shall ha
executed agreement to con '
record this Lease, State ma
State's demand.
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2 Modification. Any modification of this Lease must be in writing and signed by
‘Hles. State shall not be bound by any oral representations or statements.

EMENT requires the signature of all parties and is executed as of the date of

JAMES and MARY LOU CAUDILL,
a Marital Community

'8“

TAMES CAUDILL

Dated: 3 / ‘T / oY

y: ’) LA Loty N Qws&ﬂ;;
MARY LOU CAUDILL

Title: Commissioner of Pul

Approved as to Form July
by Mike Grossmann
Assistant Attommey General
State of Washington
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MARITIAL ACKNOWLEDGMENT

OF, WASHINGTON )

.08 (444 ’ @
Notary Public in and for the State of
Washington residing at: '

My Commission Expires:  j>

STATE OF WASHINGTON )
N 55.
COUNTY OF ékaécf )

1 certify that T know or have satisfactor y-evid
person who appeared before me. I further certify-th

instrument to be her free and voluntary act of her matital com
mentioned in the instrument.

DATED: { % g &l}%
Nl“i”

that MARY LOU CAUDILL is the
on acknowledged the foregoing
unity for the uses and purposes

\ ho'zl?O
-§ 3 7 ‘°“E"f’f 'f;;
Sy ' & - . .
S&f £ a0 < My Commission Expiz
= 9 s pooe 4 o s
z % s
';1 -.O Clobet g b \%$
‘ff T oreee \;\ \:\
f a[—e Of\N‘b-
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STATE ACKNOWLEDGMENT

On this
appeared before ;
Public Lands of the D
executed the withip.
acknowledged said
Washington for the us

O/U-QL(AJ' , 20 O’J, personally

AND: 1o me know. i
. ll‘%“W \ o
hral Resources, Statgo o}f Walhit N griwe aute "Tﬂ

fegoing instrument on behalf of the State of Washington, and
e the free and voluntary act and deed of the State of

 and that the seal affixed is the official seal of the
the, State of Washington.

IN WITNESS WHERE
first above written.
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Doug Sutherland

Commissionzr of Fubis

i UDal LGnhnls

MEMORAND
TO: Bonnie B ye Director of Policy and Administration
FROM: Doug Sutherland r of Public Lands
DATE:

SUBJECT:

23, 2004 through September 3,
| s for the Washington State
Department of Natural Resources on my behalf as Comu of Public Lands.

Thank you.

Commissioyer of Public Lands

cc: Bruce Mackey, Lands Steward
Pat McElroy, Executive Directory of Regulatory Programs
Fran McNair, Aquatics Steward
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it on pilings and located over partiaily filled State Owned Aquatic
art of the historical section of LaConner and has restrictions on

| essee pays non-water dependent rent, however the
ed. The purpose of the use of the water-dependent
mic impacts of the historic district designation and
supported structures. To off set some of the

ed that the rent will be calculated by using the
i gﬂﬁty Assessors uses to calculate the property
value is $17.50 per square foot. The $17.50 will
sed (3,194), and that total will be multipiied by the

water-dependent rate of returtrw
capitalization rate is to recognize

expense of keeping up the structure i
assessed value per square feet that the
value in this area. At the time of this 1
be muitiplied by the number of square feet:
water-dependent rate of return (rate for 200

The building is inspected on a regular basis and
repairs are completed when required permits have b




