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WASHINGTON STATE DEPARTMENT OF

Natural Resources

Peter Goldmark - Commissioner of Public Lands

R
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NOTICE OF AND CONSENT TO ASSIGNMENT OF LEASE

Lease No. 22-002774

I NOTICE OF ASSIGNMENT

This Notice of Assignment (“Agreement™) is made by and between WESTPORT SHIPYARD,
INC., a Washington corporation whose address is PO BOX 308, Westport, WA 98595
("A551gnor") and LA CONNER MOORAGE, LLC, a Wyoming limited liability company,
whose address is PO BOX 14580, Jackson, WY 83002 ("Assignee").

BACKGROUND

Lease No. 22-002774 was entered into on the 1st day of February, 1993, by and between LA
CONNER BOAT WORKS, INC., as Lessee and the STATE OF WASHINGTON acting
through the Department of Natural Resources, as landlord ("State") Copies of the lease are
attached as Exhibit 1.

The Lease was previously amended by assignment respectively dated the 2™ day of September,
2009. Copies of the assignment are attached as Exhibit 2.

Assignor desires to assign and Assignee desires to assume the rights, duties, and liabilities of
Lessee under the Lease. The Lease prohibits an assignment without State's consent. State is
willing to give its consent based upon the assurances and agreements made in this Agreement.

THEREFORE, Assignor and Assignee agree as follows:

SECTION 1 NOTICE OF INTENT TO ASSIGN

Assignor gives notice of its intent to assign Lease to Assignee. Assignor warrants to State and
Assignee that Assignor will assign all of its rights, title, and interest as Lessee under the Lease to
Assignee effective the 8th day of January, 2013, for the balance of the term as provided in the
Lease upon State’s consent to the assignment.
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SECTION 2 NOTICE OF INTENT TO ASSUME

Assignee gives notice of its intent to assume all the duties and liabilities of Lessee under the
Lease for the balance of the Lease term as provided in the Lease effective the 8" day of J anuary,
2013. By signing this Agreement, Assignee also guarantees faithful performance and discharge
of the duties and liabilities of Lessee according to the terms of the Lease, even in the event that
no assignment occurs.

SECTION 3 NO RELEASE

State does not release Assignor from fully performing the provisions of the Lease. Assignor
agrees that State and Assignee may change, modify, or amend the Lease in any way, including
the rent to be paid. Any change, modification, or amendment of the Lease shall not release
Assignor from fully performing the provisions of the Lease. Assignor retains the right to re-enter
the premises if Assignee violates any term of the Lease. Assignor remains liable to State to the
same extent as if no assignment had been made.

SECTION 4 MODIFICATION OF LEASE AT TIME OF ASSIGNMENT

The assignment and any change, modification, or amendment to the Lease shall occur
contemporaneously. Assignee has the obligation to obtain a copy of the Lease and any
contemporaneous amendments. Assignee has the further obligation to provide Assignor with a
copy of any contemporaneous amendments. The following amendment to the Lease shall
become effective as of the date this Agreement is fully and finally executed by State:

() Section 5.3 of the Lease is hereby replaced in its entirety with Section 5.3 provided in
Exhibit 3 attached hereto.

SECTION 5 FURTHER ASSIGNMENTS

Further assignments may be made, without notice to or consent of Assignor, and without in any
manner releasing or relieving Assignor from liability under the Lease. Assignor shall remain
lidble under all the terms, covenants, and conditions of the Lease as to the end of the term of the
Lease. Further assignment shall not be made without prior written consent of State.

SECTION 6 WARRANTIES

Second Notice of and
Consent to Assignment of Lease Page 2 of 49
Lease No. 22-002774



201903210021
03/21/2019 11:29 AM Page 4 of 51

Assignor represents and warrants to State and to Assignee that:

(a) The Lease is in full force and effect;

(b)  Assignor is not in default or breach of the Lease;

(© Assignor has no knowledge of any claims, offsets, or defenses of any Lessee

. under the Lease;

(d)  Rents due subsequent to this assignment have not been paid in advance by any
Lessee; and,

(e) To the best of Assignor's knowledge, the property is in full compliance with all
applicable federal, state, and local governmental permits, rules, ordinances, and
laws. Assignor shall defend, indemnify and hold State harmless from any breach
of the foregoing warranties and from any claims or causes of action, known or
unknown, of Assignor that have or may arise from circumstances that precede this
assignment.

SECTION 7 NOTICE

Assignor instructs State to send all future notices to Assignee. Assignee has the obligation to
keep Assignor informed about the activities on the property and Assignee's performance of its
obligations under the Lease. Assignee shall send to Assignor copies of any notices it receives or
sends to State. Assignor has the obligation to remain informed of Assignee's activities on the
property, Assignee's performance of its obligations under the Lease, and Assignee's financial
condition. State has no obligation to provide Assignor any notice or information concerning the
Lease. Assignee and Assignor shall not rely on State to inform Assignor.

SECTION 8 RECORDATION

Assignor agrees to provide written notice to State that the assignment has been executed. Such
assignment must occur within 60 days of the date upon which this Agreement is executed.
Written notice may consist of providing State with a copy of the assignment document, recording
the assignment document in the county in which the property resides, or recording a
memorandum of assignment with the county in which the property resides.

Second Notice of and
Consent to Assignment of Lease Page 3 of 49
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SECTION 9 CONSTRUCTION

This Agreement shall be construed under the laws of the State of Washington. In the event of
conflict between any term, condition, or provision of any agreement between the Assignor and
Assignee, and the terms of this Agreement or the Lease, the terms of this Agreement and the
Lease shall control. In the event of conflict between any term, condition, or provision of this
Agreement and the Lease, this Agreement shall control.

THIS AGREEMENT requires the signature of all Parties and is executed as of the date of the last
signature below.

ASSIGNOR:
WESTPORT SHIPYARD, INC.

Dated: '4’ 7/ ay . 20& 0// M

By: —PARYL WAKEF{ELD
Title: President
Address: PO Box 308

Westport, WA 98595
Phone: 360-268-1800

ASSIGNEE: .
LA CONNER MOORAGE, LLC

Dated: 4 - F 20J_"£ %uam 6%
MICHELE BARRY
Tltle Manager
Address: PO Box 14580
Jackson, WY 83002
Phone: 307-734-1445

Second Notice of and _
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IL CONSENT TO ASSIGNMENT BY STATE

In consideration of the foregoing Agreement, State consents to the Assignment of the Lease to
Assignee. However, State expressly conditions this consent on the understanding that neither
State's consent nor its collection of rent from Assignee shall be a waiver of the covenant
restricting future assignments or subletting. Furthermore, State's acceptance of Assignee as
Lessee shall not be construed as releasing Assignor from full performance of the provisions of
the Lease. Except as set forth in the foregoing Agreement, no provision of the Agreement or this
consent alters or modifies any of the terms and conditions of the Lease, including the
requirement that the written consent of State be obtained before any further assignment of the
Lease or subletting of the property occurs.

STATE OF WASHINGTON )
DEPARTMENT OF NATURAL RESOURCES

Dated: ‘/) 2L ;2014 % oy ZMJUL_,
/ By: PEFER GSZ,DMARK ‘
Title: LCE)_m’mjssi er of Public Lands
Address: 1111 Washington St. SE
PO Box 47027
Olympia, WA 98504-7027

Approved as to Form
This 22 day of May 2012 by
Jennifer Morey, Assistant Attorney General
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REPRESENTATIVE ACKNOWLEDGMENT

STATE OF_\wash.sighon
) ss.

COUNTY OF ( lallinm

I certify that I know or have satisfactory evidence that DARYL WAKEFIELD is the person who

appeared before me, and said person acknowledged that he signed this instrument, on oath stated
that he was authorized to execute the instrument and acknowledged it as the PRESIDENT of

WESTPORT SHIPYARD, INC to be the free and voluntary act of such party for the uses and

purposes mentioned in the instrument

j‘) dami B Nathan

Dated: Y -v-z0 14
(SJ.%lature)
(Seal or StamP) - \\\\E\:«I\\C\;‘\“"' quL’ACL f’\ N&l'(‘e‘(ll./l
:S\Q.\)g\\\m\m.,, s 4, (Print Name)
FQ :s‘ o Vel 7., Notary Public in and for the State of Washington,
£ 39 woTy4 QM,, % Drzve, Q
£ 0 T MLY% residingat b3 erine Drive Nk Vo fn
%g % ~ 5? Z> Z My appointment expires l7—/ et I 5
400, (’GL\G sz
XX 6 &\ 5
”’/ 'ok’ ||||““1““\\ t‘oe \‘5
"y VASHING
" "“‘E\’;‘\\\\\\\\
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REPRESENTATIVE ACKNOWLEDGMENT

STATE OF é)uominq )
J 7 )ss
COUNTYOF  7edon )

I certify that I know or have satisfactory evidence that MICHELE BARRY is the person who
appeared before me, and said person acknowledged that she signed this instrument, on oath
stated that she was authorized to execute the instrument and acknowledged it as the MANAGER
of LA CONNER MOORAGE, LLC to be the free and voluntary act of such party for the uses

and purposes mentioned in the instrument.

Dgted: 7/‘ 7- 470/51

(Seal or stamp)

)
)

JULIEK. gAYWARD - NOTARY PUBLIC §

OF (&% STATEOF
"S‘d'é‘éym S8 WYOMING

iy
MY COMMISBION EXPIRES: 11/1/2018

s RN

Second Notice of and
Consent to Assignment of Lease
) Lease No. 22-002774

% o ‘é/ %/M

(Sgature) dJ

Jule K //ojg/afc/

(Print Name) Lyomin
Notary Public in and for the State of Wasl%gteﬁ,j
residing at §0_Luey Cirele, Afpine, LI

My appointment expires  //-/-' 2075
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STATE ACKNOWLEDGMENT

STATE OF WASHINGTON )

) ss
County of Thurston )

I certify that [ know or have satisfactory evidence that PETER GOLDMARK is the person who
appeared before me, and said person acknowledged that he signed this instrument, on oath stated
that he was authorized to execute the instrument and acknowledged it as the Commissioner of
Public Lands of the Department of Natural Resources, to be the free and voluntary act of such
party for the uses and purposes mentioned in the instrument.

Dated: 4/&&//4 Z/(j ‘ ﬁ/u/kp

, (Slgnatuz
(Seal or stamp) s, KELL PARKS
e\,};,‘_ﬁﬁ_l?/rg'o,,‘ (Print Name)

S ‘f‘..-;;,s\ou Cisn, % Notary Public in and for the State of Washington,

55 2 NOTARY 9““,,"-,_ === residing at CM‘

: —e ] My appointment expires <-(-17

PRI L

R

“ $ OF W s\'\\$\~‘

l
T mn“
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STATE OF WASHINGTON .
DEPARTMENT OF NATURAL RESOURCES Exhibit 1
Jennifar H, Balchar 22-002774

Cormissioner of Public Lands
Olympia, Washington 98504

AGUATIC LANDS LEASE NO. 22-002774

THIS LEASE AGREEMENT (“Lease”) is made and entered into by and between the STATE OF
HASHINGTON, ackting in its proprietary capacity by and through the Department of Natural
Resources {collectively refarred to as "State"), and LA CONAER BOAT WORKS, INC., &
Washington corporation ('Lessee”).

WHEREAS, State is the owner of that certain real property consisting of aquatic
lands located in Skagit County, Washington, the survay, plat, diagram, and/or legal
dascription of which are set forth in Exhibit A, attached hereto and incorparatad harein;

WHEREAS, Lassee dasires to lease the Property>from State, and State desires to lease
the Property to Lesses, pursuant to the terms and conditions sat forth herein;

ROW, THEREFORE, in cansideration of the mutual terms, covenants and conditions set
forth herefn, the parties hareto agres as follows:

1. PROPERTY
1.1 Property.

{a) For and in consideration of Lessee’s covenant to pay the Rent and other sums
for which provision is made in this Leass, and the performance of the other covenants and
ohligations of Lessee harmunder, State leasas to Lessee and Lessee leases from State that
certain real groperty described in Exhibit A including all imprevements thereon.

}  The real property which is leased includas public aquatic land together with
the right to occupy the water columm and water surface in accordance with Subsection~5.3,
for Lessee, 1ts customers, {nvitaes, approved sublessees, and employees. Said real
property and rights Tsasad thersby are herein referred to as the "Property.®

(c) Except as is necessary to carry out Lessee’s permitted use under . -
Subsection 8.3, State doss not canvey: any right ta disturb, alter, or modify the aquatic
land except as necessary to provide intertidal gravel placément for habitat enhancement
within the lease arsa as previded by provision aumber 17 of the Washington Stata
Department of Fisheries Hydraulic Project Approval Ho. 52-50041-03, amended Ociober 12,
1992; any right to harvest or collect any sea }ife or Tlving plants from the aguatic land,
the water column, or water surface; any right to excavate or withdraw sand, gravel,
minerals, gas, oil or other material: any water rights; or any minaral rights.

(d) _ Lessee’s rights are subject to all rights of the public, fncluding all rights
of the public which State holds in trust, under the public trust doctrine.

(e) Lessee's rights are further subject to valid easemants and encumbrances of
record as of the date of exacution hereaf as noted in the records of Skagit County, or on
file in the Office of the Commissioner of Public Lands, Glympia, Washington.

(f) In executing this Lease, State is relying on a survey, plat, diagram, and/or
12gal description provided by the Lessee. The Lessee expressly assumes all liability for
the correciness thereof and expressly agrees to indemnify and save harmless State, its
employess, officers, and agents for all liabtiity, damages {including damages to land,
aguatic 1ife and other natural resources), expensds, causes of action, suits, claims,
costs, fees {including attorneys’ fees and costs), pemalties {civil and criminal) er
Jjudgments arising out of State’s use of ar reliance on the lesses’s survey, plat, diagram,
and/or legal descriptiopn.

2. TERM

2.1 Term. The term of this Lease s thirty (30) years, commancing an February 1, 1993,
which date shall be referred to as the “Commencement Date® of the tarm of this Lease, and
ending on January 31, 2023. The date upon which this Leasa tarminates, whether at the end
of the above statad term or upon such earlier date in the event the Lease is terminated,
or cancelled for any reason prior to the end of said period, shall be referred to as the
“Termination Date.” The period between the Commancement Date and Termination Date is
referred ta herein as the "Term” of this Lease.

2.2 Authority. This lease is entered into by State pursuant to the authority granted in
Chaptar 79,90 RCW at_seq. and the Constitution of the state of Hashington.

Second Notice of and Consent to
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e RENT
3.1 Apnual Rent. .

{a)} Less2e agrees to pay an. initial annual rent in the amount of $2,182.00, and
subsequent rent, as determined by State in accordance with RCW 79.90.450 - .S02, or such
laws as hereafter shall bas applicable (“Rant™).

{b) Rent is due and payablz by Lessee to State and is the essence of this.Lease,
and is a condition precedent to the continuance of this Lease or any rights thereunder.

(c) Payment is to be made in advance on or befora the Commencement Date in the
amount of §2,182.00 and a 1ike sum, as adjusted or revalued as provided for herein, on or
bafore the same day of each and every subsequent year of the Term.

(d) Payment is to be made to State in care of tha Department of Natural Resources,
Division of Financial Services, PO Bax 47041, Olympia, Washington 98504-7041, In the
event Lessee has not received a statement from State prior to the date payment is due
under Subsection 3.1(c) above, Lesse2 shall pay an amount equal to the previous year's
rent prior to that payment date, and shall pay the remainder, if .any, within thirty (30)
days of billing by State. :

3.2 Revaluation of Rent. State shall, at the end of the first four-ysar period of the
Term, and at the end of each subsequent Four-year period of the Term, vevalue the annual
rental in accordance with RCW 79.90.450 - .902 or such other laws and regulations of the
Department of Natural Resaurces as are now or hereinafter shall be applicable. Stats
shall not waive its right to revaiue rent under this section by any failure to revajue at
the end of a particular Four-year periad and shall retain the authority to revalue
Lessee’s rent and to bill Lessee retrospactively based on that revalued vent at any point
subsequent to any four-year anmniversary date.

3.3 Inflation Adjustment. After the initial year of the Term, State will adjust each
year’s Rent thereafter, exclusive of the years in which Rent is revalued under
Subsection 3.2 hereof, in accordance with RCH 79.50.450 - .902 and such other laws and
reg%]atigns of the Department of Natural Resources as are now or hereinafter shall be
applicable. .

3.4 Interest Penalty for Past-Due Rent amd Other Sums Owed. Lessee shall pay interest
at the ratz of one percent (1%) per month ({ar at such higher rate as may be authorized by
statute subsequent to the Commencement Date hereof), until paid, on Rent or other sums
owing under the terms of this Lease commencing the next day after the date such Rent or
other sum is due and payable. In the event State pays any sum or incurs any expense which,
Lassee is abligated to pay under this Lease, or which is made on behalf of Lessee, Statas
shall be entitled to receive reimbursement thereaf from Lessee upan demand, together with
interast thereon from the date of expenditure at the rate stated above. :

3.5 Allocation of Rent. The Reat for the first year has been established based upon the
use of the Property as described in Subsection 5.3 below. In the event Lessee changes the
use of any portion of the Property, which change must be approved by State under
Subsection 5.3 below, the rental rate to be paid for that portion of the area affected by
such change of use shall be subject to adjustment to the tﬁen effective rental rate for
the changed use for that portion of the Property.

3.6 Rent for_lmorovements.

{a} In Section 6, Lessee and State have determined ownership of improvements on
the Property. In accord with RCW 79.90.515, the Rent set forth in Subsection 3.1 above
includes no rental charge for improvements on the Property at this time. The Stata does
reserve the right to charge rent for state-cwned improvements in accord with
RCW 79,90.515.

{b) In the event the restrictions on State’s ability to charge rent for
improvements contained in RCW 79.80.515 are removed in whole or in part, State rasserves
the right to increase the rent during any portion of the Term after such removal, to the
extint then allewed based upon the thea fair markaet value of such improvements owned by
State.

4.1 Utilities., From and after the Commencement Date, Lessee shall pay al) expensas
incurred in the use, enjoyment, and operation of the Pruperty, including, but not limitad
to all chargass for electricity, water, gas and telephone and a1l other utility services
used on the Property, Lessee shall indemnify and hold State harmless against and From any
Aoss,‘1iabi11ty, or axpense resulting From any Failure of Lessee to pay all charges when
ua.

4 OTHER _EXPENSES

4.2 Leasghold Taxes. From the Commencement Date and continuing throughout the Term,
Lessee, unless exampt, shall pay to State the "Leasehold Tax" established and defined in
Chapter 82.294 RCW. The Leaseshold Tax shall be due and payabls at the same timz the
rental charged herein is due and payable. Payment is to be made to the Department of
Natural Resources, Division of Financial Services, 1111 Washington Street SE, PO

22-002774
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" -
80x 47041, Olympia, Wash gton 98504-7041. Any delinguen. Leasehold Tax shall be a debt
to Stata, and in the event any penalties or {atarest are due becausa of the faiiurs of
Lessee to timely pay the Leasehold Tax, such penalties shall be payable by Lessse to
Stata.

4.3 Other Taxas and Assessments.

(a) The term "Taxes,” as used harein, shall mean all taxes and other governmental
charges, general and special, ordinary and extraordinary, of any kind whatsoever,
applicable or attributabla to the Property, Lessee’s leasehold interest therein,
improvements theraon, or Lessee’s use and enjoyment thereof, excluding Leasehold Taxes,
defined in Subsection 4.2, and Assessments as defined below. Unless exempt, Lessee shall
gay when due all Taxes commencing with the Commencament Date and continuing throughout the

erm. '

(b) The term "Assessments,” as used herein, shall wmean all assessments for public
improvements or banefits which heratofore or during the Term shall be assessad, levied, or
impased upon, or become due and payable, or become a lien upon -the Property, any
improvements constructed thereon, the leasehold estate created hereby, or any part
thersof. Lassee shall not cause or suffer the imposition of any Assessment upon the
Property, without the prior written consant of Stata, In the event any Assessment is
proposed which affects the Property, any improvements constructed thereon, the lzasehold
estata created hereby, or any part thereof, Lessee shall promptly notify State of such
proposal after Lessee has knowledge or receives notice thereof. Any Assessmant upon the
Property shall be made in compliance with all applicable statutes, including, but not
limited to, Chapter 75.44 RCH, Lessee shall pay the total amount of all Assessments
levied. [In no event shall State be obligated to pay any Assessmant or any portion thereof
levied or created during the Term, irrespective of whether such Assessment or any portion
thereof was specifically allocated to the Property or State’s reversionary interest
therein. No Assessment shall be payable in installments without State’s prior written
consent, which State may condition ¢pan the posting by Lesses of a satisfactory bond
guaranteeing the payment of such iastallments as they become due.

4.4 Payment Date and Proef. Lessee shall pay all payments For Taxes and Assessments at
the time due. Lessee shall, if required by State, furnish ta State receipts or other
appropriate evidence establishing the payment of such amounts. Lessee may comply with
this requirement by retaining a tax service to netify State when the taxes have been paid.

4.5 Failure to Pay,.

{2) In the event Lessee fails to pay any of the expensas or amounts specified in
this Section 4, Stats may, but shall not be obligatad to da so, pay any such amount and
the amounts so paid shall {mmediately be due and payable by Lesses to State and shall
thereafter bear interest at the rate specified in Subsection 3.4 ahove.

(b) Any failure to pay any expense or amount specified in this Section 4 or any
other amount to be paid by Lesseze under the term of this Lease shall be a material braach
hereunder by Lessee and such breach shall entitle State to pursue all remedies specified
in this Lease, ard all remedies otherwise available to it in law or equity, including the
rights to terminate this Lease and to pursue the remadies available pursuant te
Chapter 59.12 RCW.

4.6 MNo Counterclaim, Setoff, or Abatement of Rent. Rent and all .gther sums payable by
Lessee hereunder shall be paid without the requirement of prior notice or demand by State,
and shall not be subject to amy counterclaim, setoff, deductian or defense and witheut
abatement. The abiigations and liabilities of Lessee hereunder shall in no way be
r:]eased, discharged or otherwise affected (except as expressly provided herein} by reason
of:

(2) Any damage to, or destruction of, or any taking of the Property, or

improvements on the Property, or any part thereof (except as allowed in Section 11 or 12);
Any restriction of, or prevention of, or interference with any use of the

Property, improvements, or any part thereof, which does not result in the eviction of
Lessee therefrom (sxcept as allowed ip Section 10);

(¢}  Any titie defect or encumbrance upon the Property or any part thereof which
does not result in the eviction of Lessee therefrom;

(d) Any claim which Lessee has ar might have against State;

(2) Ay failure on the part of State to perform or comply with any of the terms
harzof or of any other agreement with Lesses so Tong as such failure to perform or comply
does not have the result of eviction of Lessee from the Property.

4.7 Right to Centest. Lessee may contest the basis or amount of any Leasehold Taxes,
Taxes, or Assessments at its sole cost and expense so Tang as Lessee shall furnish State
with a3 bond or other sacurfty reasonably acceptable ta State, and otherwise in compliance
with Taw, in the full amount of such amount contested.

5. POSSESSION AND USE

5.1 Possessign at Commencement Date. I[f for any reason whatsoever State does not

22-002774 Lease No. 22-002774
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deliver possession of th. -Property or a portion thereef 2. th2 Cammencemsnt Date, Rent
shall be abatad unti) such date a3 possession of the Property is teadered by Statsz, and in
all other respects this Lease shall remain in full force and effect and tha Term shall not
be exfended thereby. If in the interim, Lessee shall take possessign of any portion of
the Property, Lessea shall pay tha full Rent specified herein reduced pre rata for the
portion of the Property not avajlable for possession by Lassee. 1In no event shall State
be 1iabla for damages caused by failure to deliver passession of the Praperty.

5.2 Inspection, Lessee has inspected and made an independent investigation of the
Proparty and will accept the sama on the Commencement Date fn {ts present condition.

5.3 Permitted Use. Lessee shall have use of the Property only for the construction,
aperation and maintenance of a vessel repair, maintenance and finishing business and for
no other purpose whatsoever. State’s prior written consant shall be required for any
change in use of tha Property or any portion thereof.

5.4 Entry.

(a)  State shall have accass to the Property at 21l reasonable times for the
purpose of inspacting the Property and securing compliance with the terms and conditions
of this Lease. State shall exercise its right of access in 2 manner that will not
unreasonably interfere with Lessee’s permitted use of the Property.

(b)  The right reserved in Subsection 5.4({a) above includes tha right to perform or
have performed such environmental tests, audits, surveys or investigations as State, in
its sole discretion, deems appropriate. Such tests, audits, surveys, or investigations
may include, but shall not be limited to, the determination of whether Lessee is
improperly storing, handling or disposing of Hazardous Substances, as defined in
Subsection 5.6(d) belaw, or of refuse, as definad in Subsaction 5.6(b) below.

(c)  This reserved right imposes no obligation upon State to make inspections,
tests, audits, surveys, or investigations and shall impose no liability upon State for
failure to do so. This reserved right is in addition to and separate from Lessee's
abligation to test under Subsection 5.6(d)(3) belaw.

5.5 tate's Rioht te Grant Easements. State reserves the right to grant easements and
other land uses an the Property to others when the easement or other land uses will not
unduly interfare with Lessee’s permitted use under Subsection 5.3. State will notify
Lessee of any easament or other land use request by third partias., No easement or other
land uses shall be granted to third parties until payment for any damages to the leasehold
have bzen paid to Lessee by the third party or a waiver of damages is signed by Lsssee.

5.6 Restrictioas gn Use,

(a) CLonformance With faws.

1, Lessee shall, &t its own expense, conform to all applicable laws,
regulations, permits, orders or other directives of any public authority affecting the
Property or Lessee’s use or occupation of the Property.

Lessee shall, at jts own expense, obtain all regulatory or proprietary
consents or approvals required to be ebtained from any public autherity or third party in
connection with any work on the Property (including, but not limited to, the constructian,
repair, or replacement of any improvemsnts) or Lessee’s use or occupation of the Praperty.

Upon the State’s requast, Lessea shall provide, at jts own axpensa,
evidence of compliance with Subsections 1 and 2 abave (inciuding, but not limited to,
copies of permits, licenses, or orders).

q,. Lessee shall correct, at Lesses’s own expense, any failurz of compliance
with the terms of Subsections I through 3 above.

(b} Refuse. Lessee shall not make, or suffer to be made, any filling in of the
Property or any deposit of rock, earth, ballast, refuse, garbage, waste matter (iacluding
chemical, biologicral or toxic wastes), hydrocarbons, any other pollutants, or other matter
within or upon the Property, except as approved in writing by State. IF Lessee shall fafl
to remove all nonappraved fill material, refuse, garbage, wastes or other of the absve
materials from the Praperty and restore the Property to its condition immediately prior to
the deposition of the unauthorized material, Lassee agrees that State may remove such
materials and charge Lessee for tha cost of removal and disposal tagether with interest
thergon from the date of expenditure at the rate specified in Subsection 3.4 above.

(¢} Haste. At all times during the Term, Lessee shall neither comait nor suffer
waste to be committad to the Praperty.

{d) Hazardous, Toxic. or Harmful Substances.

1. Lassee shall not keep, use, dispase, transpert, generate, and/or sell an
or about the Property, any substances now or hereinafter designated as, and/or containing
components now or hereinafter designated as, and/or which are subject to regulation as,
hazardous, toxic, dangerous, or harmful by any federal, state or local law, regulation,
statute or ardimance, including but not Vimitad to RCRA, CERCLA, SARA, and the Washington
Model Toxic Contral Act (hereinaftar collactively referred to as "Hazardous Substances"),
in violatien of any such law, regulation, statute, or ordinance.

Lessee shall promptly notify State of all spills or releases of any
Hazardous Substances, which are otherwise required to be reparted to any faderal, state,
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or Jocal regulatery agenvy and, upon notice theraof, shal: promptly notify State of all
failures to comply with any federal, state, or lacal law, regulation or ordinance, as nov
enacted, or as subsequently enacted or amended, all inspectians of the Pragerty by any
regulatory entity concerning the same, all regulatory orders ar fines, and a}l responsa or
interim cleanup actions taken by or proposad to b2 taken by any government entity or
private party on the Property.

Lessee agrees to conduct, at {ls own expense, all tests, audits,
surveys, or investigations requested by State, in writing, during the Term of tha Leass as
are reasonable and necessary to ascertain the existence, scape, or effects of Hazardous
Substances on the Property, adjacent property, or asscciated natural resources where State
has reason to belleve the Hazardgus Substances result from or are associated with lessee's
use, occupation, or control of the Property or adjacent property by Lessee, any
predecessor-in-interest of Lessee, or any entity related to Lessee, and to provide the
rasults of such tests, audits, surveys, or jnvestigations to State. If Lessee fails to
conduct such tests, State may conduct such tests and State shall be entitled to recelve
full reimbursement from Lessea upon demand, together with interest thereon from tha date
of expenditure at the rate stated above.

q. Lessae shall be fully and completely liable to State, and shall waive
any claims against State for contribution or otherwise, and shal) indemnify, defend, and
save harmless State and its agencies, emplayess, officars, directors, and agents with
respect to any and all 1iability, damages (including damages tec land, aquatic Tife, and
other natural resources), expenses, causes of action, suits, claims, casts {incleding
testing, zuditing, surveying, and investigation costs), fees (including attorneys’ fees
and costs), penalties (civil and criminal), and rasponse, claanup, or remediation costs
assessed against or imposed upon Lesseze, State, or the Property, as a result of Lessee’s
control of the Property, or Lesses’s use, disposal, transportation, generation and/or sale
of Hazardous Substances or that of Lessaze’s employees, agents, assigns, sublessees,
contractors, subcontractors, licensses, permittzes, or §nvitees, and for any breach of
this Subsection 5.5(d).

(e) Marine Plastics Act. Lessee shall, in addition to compliance with all other
applicable laws and regulations, comply with the Marine Plastie Pollution Ressarch and
Eontrol Act of 1987 {Public Law 100-220). Under that Act, Lessee may be required ameng
other things to provide waste reception facilities, permit Coast Guard inspection of the
adequacy of these facilitias, and provide for waste handl{ng and disposition.

(f) Lessse to Take Corractive Action. The parties expressly agrse that Lessee
will, at its own expense, upon any failure to comply with the above
Subsections 5.5{a)-(2), and upon direction to do so by State, take corrective or
remediation action measures satisFfactory to Stats to restore the Property, as nearly as
possible, to the condition the Property would have been in absence of such failyre to
comply (with lack of er failure to expend funds not to adversely affect the possibility of
rastoration). If Lassee fails te do so, Lessee agress that State may take such corrective
action and State shall be entitlad to receive full rejmbursement therefore from Lessee
upon demand, together with interast thereon from the date of expenditure at the rate in
Subsection 3.4 abave, .

5.7 Develonment Rights. Lessee shall not undertake development of the Property except
in accordance with Subsection 5.3 above. Lessee sha)l nat represent ta any person,
goveramental body, or other antity, that Lessse is the fea owner of the Property, nor
shall Lessee execute any petition, application, permit, plat, or other document on behalf
of State as the “"ownar® of the Property without State’s express written consent which may
be withheld for any reason whatsoever. Lessee, in its own name and as Lessee under this
Lease, may exscute and apply for permits, petitions, or applications in connaction with
work allowed pursuant to Subsection 5.3 above. (essee shall notify State in writing of
any proposed or pending governmental actien of which Lessee receives written notice which
affects the Preperty, its zoning or tha right to develop the Property for any futurs use.

5.8 Control and Indemnification. Ouring the Term of this Lease, Lessee shall have
exclusive control and possession of the Property (subject to easements or other land uses
that may be granted under Subsection 5.5, and any interference by third parties as
identified in Subsection 10.2), and State shall have no liabilities, obligations, control,
or responsibilities whatseever with respect thereto, or with respect to any plans or
spacifications submitted ta State pursuant to this Lease, or improvemesats or repairs mads
to the Property or any activity conducted thaveon. State’s approval or disapproval of any
such plans and specifications ar improvements shall not rander State ljable therefors.

5.9 Reports. Lessse shall:

(a) Submit a written report to State prior to February 1, of each calendar year in
which Lessee shall summarize and describe all uses which have occurved upon the Proparty
during the preceding calandar year.

Provide copies to State of all monitoring reports prepared and submitted by
Lessee as required by any federal, state or Tocal permit, including but not limited to any
NPOES Permit, Army Corps of Engineer Permit, State Hydraulics Permit, State Water Quality
Certification, or Substantial Development Permit, where such reports concern water quality
or sediment quality.
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8, IMPROVEMENTS
6.1 Authorized [mprovements.

. (8) Existing Imorovemeats. Thera are constructed upan the Property as of the date
of this Leasa, the following impravements: None. All of the improvements on the
Property as of the date of this Lease shall be considered to be the property of Lesses
(*Lessae-owned Improvements"), Lessea acknowledges ownership af, and responsibility far,
all Lessee-owned lmprovements.

(b} New [mprovements.

1. Any lmprovements made to the Property during the Term, subject to the
exclusion belew, shall be referred to herein as "New Improvements.” MNew Improvements
shall not include: any construction, reconstruction, alteration, or addition to the
existing [mprovements on the Praperty made by Lessee pursuant to its obligation to
maintain the Property in good order and repair, including, without limitatien, repairs,
rngacements, recanstruction, alterations, or additions made pursuant to
Subsections 9.2 or 11.1 below; or any unauthorized improvements made to the Property. Maw
Improvements shall faciude any material changes, alterations, or modifications to the
Existing Improvements, not excluded by the preceding sentance.

) 2. No New Improvements shall be placed on the Praperty without tha prior
written comsent of State, There are authorized to be constructed upon the Property, as of
the date of this Lease, the following improvements: 4 concrete pile hents to support a 13
foot wide solid and grated fixed pier and eight concrete pilings, and two steel piling as
shown on Exhibit A and C and per construction plan identified as Exhibit B. Construction,
reconstruction, alteration, or additions to the Existing Improvements on the Praperty made
by Lessee pursuant to its obligation to maintain the Praperty in good order and repair may
be undertaken by Lessee after written notice to State and State’s prior written consent
shall not be required,

3. A1l improvements, repairs, alterations, maintenance, and replacements to
the Property shall be made in a good and warkmanlike manner and in compliance with all
applicabte building and zoning codes, shorelines management, health, safety, and
environmental laws and other legal requiremsnts.

4, The plans and specifications for any and all New Improvements including
amendments of such plans and specifications, shall be submitted to State for its prior
approval, which approval will not be uareasonably withheld.

. No New lmprovements shall be made except under the supervision of an
architect or engineer selected by Lessee and approved in writing by State, which approval
will not be unreasonably withheld.

6. Upon completion of any improvements, repairs or alterations to the
Property, the Lessee shall furnish State with a certificate of substantial completion of
such work exacuted by the Lassee or its architect or engineer, and a complete set of “as
beilt” plans showing 211 changas or alterations. The Lessee shall also furnish to State
copies of certificates of occupancy or other similar documents issued to certify
complation of construction in compliance with applicable requirements.

(c¢) Ownership. A1l new improvements autharized under Subssction 6.1(b) made to
the Property or installed therean by Lasses during the Term, and all Lessse-owned
Improvements, shall remalin the property of Lessee until the Termination Date, whether such
date occurs at the end of the stated term of this Lease or upon earlier cancellation,
termination, or surrender, at which time ownership of said improvements shall, at Stata’s
option, revert to and become immediately vasted in State, without payment therefor by
State. Lessee hersby conveys and quitclaims to State as of the Termimation Date, all
intarest in and to all New Improvements and all Lesses-owned Impravements, contingent upon
State’s exercise of its option.

(d) Removal of Certain Imorovements. Lessee agrees to sever, remove, and disposa
of 311 New Improvements and/or L(esses-owned Improvements to which State does not elect to
claim title hy the Termination Date. If such action is not taken by Lessee, Lessee agrees
that State may remove such improvements and charge Lessse for the cost of removal and
disposal, tegether with iaterest therson from the datz of expenditure at the rate stated
above. 1t shall be the duty of Lesses to inquire of State as to whether State will
exercise its option to take ownership of all, or a portion of, the New Improvements and/or
Lessee-owned Improvements sufficiently, but in no event less than sixty (60} days, in i
advance of the Termination Date to parmit Lessee, in the event State declines te claim
title, to sever, remova, and disposa2 of the unclaimed impravements by the Termination
Date. :

6.2 Unauthorized Improvements.

{3) Improvements made on or to the Praoperty without State’s prior written comsent
or not in conformance with the approved plan of development {not including repairs,
maintenance or replacements due to ordinary wear) {"Unauthorized Improvements™}, shall
immadiately become the property of State, unlass State elects otherwise,

(b) State may, at its option, requirs Lessee to sever, remove and dispese of any
or all Unauthorized Improvements, or, in additien to any other remedy State may have for
such breach of the Lease, State may charge Lessee Reat for the use of such improvements
based upon the value thereof, which Rent shall be due and payable together with all
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fastallsents of Sent due +viersunder. If Lessee 72i)s to saver and complete removal of such
Unauthorized Inprovements within thirty (30) calendar days of request far removal by
Stata, State may {{) remove and dispose of such Unauthorized Ivprovements at Lessaa's
expanse; (41) camcel this Lease; or (11i) pursve any other remedies for default provided
that all such severance and completion of removal must ba accemplished by the Terminatiaon
Date. Any cost of removal and disposal borne by State shall become an obligation of
Lessee due and owing under this tease togathsr with interast therson from the date of
expenditure at the rate stated above.

6.3 Trade Fixtures,
: (a)  All trade fistures brought onto the Property by Lessee shall remain the
Broperty of Lessee. Llessee agrses ta sever and remove those Fixtures by the Termination
ata, -
(b} A trade fiztures allowed to remain on the Property thereafter shall, at
State’s option, become the proparty of State. 1f State does not elect ta claim title to
sald trade fixtures, Lessee agress that State may remove and dispase of such trade
Fixtures. Any costs of removal and dispesa) berne by State shall become an obligation of
Lassee due and owing under this Lease together with iniarest thereson from the date of
expenditura at the rata stated above.

6.4 Mechapics. liens. Labor Liens, and Project Complation.

{a) HMechanics and Lahor Liens. Lessee agrees that it will not permit any claim of
lien made on any machanic, materiaiman, laborer, or other similar liens to stand against
the Property, any improvements or trade fixtures located thereon, or Lessee’s lzasehold,
for work, labor, sarvices, or materials furnished to Lessee or its sublessees in
conpection with any construction, improvements, alterations, maintenance, or repair
thereaf made by Lessee or its agents or sublassees upen the Property. Lessee further
agrees to cause any such c¢laim of lien to ba fully discharged within- thirty (30) calendar
days after the dats of filing thereef. In the event Lessee in good faith disputes the
validity or amount of any such claim of lien, and Lessee shall, at Lessee’s expense, give
to State such security as State may reasonably require, indemnifying State, the Property,
improvements and trade fixtures on the Properiy, and Lassee’s Jeasehold against all
liability, costs and expenses, including attorneys’ fees, which State may incur as a
resg]t of the 1ien, then Lessee shall pot be deemed to be in breach of this Subsection 6.4
so long as;

1. Lessee is diligently pursuing a resolution of such disputa;

2. At no time is the Praperty, any improvements or trade fixtures located
theraon, or Lessee’s leasehold in any danger of being sold, forfeited or lost; and

) 3. Upon entry of final judgment resolving the dispute if Vitigation or
arbitratian results therefrem, Lessse discharges said lien within the time 1imits
specified above. HNothing contained in this section shall be deemasd a waiver of any
p;ovisiun of Washington law which exempts property owned by State from any such lien
claims.

(b) Security for Completion of Changes and Imoravements. Lessee shall provide
security for the completion of a}l construction, all changes or alterations to tha
Property, and all improvements thereon, and for the payment in full of claims of all
persons for work performed in, or materials-furnished for construction by aither of the
following methods:

1. Posting a surety bond issued by a corporate suraty acceptable to State
in an amount equal to the cost of all construction, changes, alterations Or improvements,
said bond to be deposited with State and to remain in effect until the work shall have
been constructed and insured as provided in this Lease, and the entire cost of the
alterations shall have been pafd in full, free frem all liens and claims of centractors,
subcontractors, mechanics, laborers, and matsrialmen. Said bond shall be conditicned upon
the faithful perfarmance of the provisions of this Lease by Lessee, and shall giva all
claimants the right to action to recover upon such bond.

2. Any other methad first approved in writing by Stata.

7. ASSIGNMENT AND SUBLETTING
7.1 Assionment and Subletting.

(a) State Consent Required. Lessze shall 'not hypothecate, mortgage, assigm,
encumber, transfer, sublsase or otherwise alienate this Lease, or any interest therein or
engaga in any other transactfion which has the present effect or future possibility of
transferring the right of enjoyment of the Property without the prior written consent of
State, which shall not be unreasonably withheld or delayed. In granting such consent,
State reservas the right to: (1) Change the terms and conditions of this Lease, including
the rental terms, as it may affact the transferee; (2) Consider, among other items, the
proposad transferee’s financial condition, business reputation, the nature of the proposed
transferee’s businass, the then current value of the Praperty, and such other factors as
may reasenably bear upon the suitability of the transferes as a lessee of tha Property;
and, (3) Require Lessee ar transferce to conduct such tests, audits, surveys, ar
investigations as are fdentified in Subsection 5.6(d)(3). Lessee shall submit information
regarding any praposed transferes or assignee under this Subsection 7.1 tg State at least
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thirty (30) days prior tu., he date of the propased transf., or assigament. Cansent of
Stata to any ons transfer shall not constitute a waiver of State's right to approve
subsaguent transfers.
{b)  Rent Payments Following Assignment. The acceptance by State of the payment of
Rent followiag an assignment or other transfar shall not constitute consent to any
assignment or transfer, and State’s censaat shall bz avidenced only in writing. ’
{c) Terms of Subleases. Lessee agrees that 211 subleases submitted to State for
its approval shall inciude the following tarms:
\ The suble2ase shal) be consistent with and subject ta all the terms and
conditions of this Lease.
2. If the subleasa conflicts with the terms and conditions of this Lease,
this Lease shall govern.
The tarm of the sublease (including any period of time cavered by a
ranewal option) shall end hefore the Termination Date of this Lease.
4. The sublessee shall receivs and acknowladge raceipt of a copy of this

Lease.

5. The sublease shall terminate if this Lease terminatas, whether upon
expiration of the Term or earlier cancelation, surrender or termination for any reasen.

8 The sublease shall prchibit the prepayment of Rent to the Lessee by the
sublessee.

7. The sublease shall identify the rental amount to be paid to the Lessee
by the sublessee.

8. The sublease shall confirm that there is no privity of contract betwean
the sublessee and the State.

g. The sublease shall require removal of the sublessee’s trade fixtures and
improvements upon termination of the sublease as provided under Subsection 7.1{c)5 aheve.

10.  The sublessee's permitted use shall be within the scope of the use.
authorized 1in Subsectien 5.3 abave.

11, At its own expense, sublessee shall conform to all applicable laws,
regulations, permits, orders or other directives of any public authority affecting the
Property or the sublassee’s use or occupation of the Property, including, but not limited
to Laws of 1991, Chapter 200 (an Act Relating to 0i) and Hazardous Substances). If
applicable, sublessee shall comply with all requirements of Laws of 1991, Chapter 200,
including but not limited to operation in accordance with the required plan of operations
and maintenance of a concurrent plan of gparation.

7.2 Corporatioms. General Partnerships, imited Partnerships.

{a) Corporations. If Lesses is a corporation, any merger, caonsolidatian,
liguidation, or any change in ownership of, or the power to vote the majority ef its
outstanding voting stock, shall constitute an assignment of this Lease which requires
prior approval of State, whether the result of a single transaction or a series of
transactions.

{b) Genaral Partnerships. If Lessee is a general partnership, the death,
withdrawal or expulsion of a partmer or partners owning, or transfer ar interests
representing, in the aggregate more than fifty percent (50%) of the partnership profits or
capital shall constitute an assigament of this Lease which requires prior approval of
State, whether as the result of a single transaction or a series of transactions.

(c) Limited Partnerships. If Lessee is a limited partnership, the death,

-withdrawal or expulsion of any general partner shall constitute an assignment of this
Lease which requires prior appraval of State. .

{d) Marital Communities. If Lessee is a marital community, the dissolution of the
marital community shall constitute an assigmment of this Lease which requires prior
approval of State. -

7.3  Assianee QObligations. Each permitted assignee, or transferee, other than State,
shal]l assume and be deemed te have assumed all obligations under this Lease and shall
become liable for all payments and for the due performance and satjsfaction of all
provisions, covenants, and conditions herein contained. Notwithstanding any such
assignment or transfer, Lessee shall be and remain jointly and severally liable with the
assignee or transferee for all obligations under this Lease, unless released, in writing;
by State.

7.4 Copies of Instruments. In connection with any assignment, sublease, or transfer, P
Lessee shall, at State’s option, provide State with coptes of all assignments, subleases,
assumption i{nstruments or other documentation,

7.5 Assiagnment bv State, State may, if legally permissible, assign its interest in this
Leasa.

7.6 Assigoment of Right to Receive Rentals. Lassee hareby assigns to State for the
purpose of securing all Lessee’s obtigations under this Lease the right to receive all
rentals reserved under any sublease executed with respect to the Praperty. This Lease
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siall constitute a security agreement with respect to the Tantals to be received
theraunder, and Lessee sha]l axecute such further documents as may be required to perfect
such sacurity interest iacluding but sot Vimitad to UCC financing statements.

8. LESSEE’S IMOEMMITY: SECURITY BOND AND INSURANCE

8.1 Indemnitv. Lessee shall indemnify and sava harmless State, its employees, officers,
and agents from any and all 1iability, damages (including damages to land, aquatic 1ife,
and other natural resources), expenses, causes of action, suits, claims, costs, fees
{(including attorneys’ fees and costs), pemalties (civil and criminal), or Judgments, by
any reason whatsoever caused, arising out of the use, occupatton, or control of the
Property by Lessee, {ts sublessees, invitees, agents, employees, licensees, or permittaes
except as may arise salely out of the willfyl or grossly negligent act of State or State’s
employees, officers, ar agents. To the extent that RCW 4.24,115 is applicable to any
indemnification provision of this Lease, State and Lessee agree that pravision shall nat
require Lessee to indeanify and save State harmless from State’s sole or concurrent
negligence if any.

8.2 Bond or Other Security. \

. (3} Upon exscution of this Lease, Lessee shall furnish State a good and sufficient
corporate surety bond or provide other security satisfactory to State (heretnafter
referred to as "Bond*) in an amount equal to $46,200.00, which shall secure the full
performance by Lessee of all the terms, conditions, and covenants of this Leass to, be
performed by Lessee, including, but not limited to, the payment by Lessee of all amounts
now or hereafter due and payable to State. The Bond shall be 1n a form and issued by a
surzty company acceptable to State. The amount of the Bond may be adjusted by State at
the same time as the adjustment of the rent, as a condition of approval of assignment or
sublease of this Lease, upon any breach by Lessee of Subsections 5.6(b)-(d) above, upon a
change in the condition of the improvements, or ypon 2 request for a change in the
Permittad Use. A new or modified Bond shall be delivered to State not less than thirty
{30) calendar days following any adjustment by State of the amount of the Bond.

(b) Upon any default by Lessee in its obligations under this Lease, any or ali of
the Bond may be appropriated by State to offset the liability of Lessee to State, but such
Bond and State's appropriation thereof or realization thereon shall in no way limit the
Tlability or other sacurity or obligaticns of Lesses or the rights or remedies of State
nor shall such realization in any manner reinstate, cure or relieva Lessee from a
tarmination of its rights under this Lease following a material default. Lesses’s failure
to have a Bond in force at all times during the Term in the full amoynt as required by
this paragraph shall constitute a materia) breach of this Lease. i

8.3 Acowisition of Insurance Pelicies. Lessee shall, at its sols cost and expense,
procure and maintain, or cause to be procured and maintained, during the entire Term, the
insurance described in Subsections 8.4 and 8.5, issued by an insurance cempany or
companies licensed to do business in the state of Washington satisfactory to State,
covering and protecting Lessee, Staie, and the Praperty, including any improvements.

8.4 Types of Required Insurance.

(2) Comprehensive General [iability Insurance. Lessee shall procure and maintain
comprehensive general 1iability insurance covering all cTaims with respact to.injuries or
damages to persons or property sustained ir, or abaut the Property, and the appurtenances
therato, with limits of liability no less than: §1,000,000 For each occurrence and not
less than $2,000,000 annual aggregate for property damage in any one occurreénce. Such
limits may be achieved through the use of umbrella Tiability insurance sufficient to meet
" the requirements of this section. The limit of liability may be adjusted by State at the
same time as adjustment of the Rent, as a condition of approval of assignment or sublease
of this Lease, upon any breach by Lessee of Subsections $.6(b)-(d) above, upon a change in
the condition of the improvements, ar upon a request for a change in the Permitted Use.

(b)  Physical Property Damage Insurance. Lessee shall procure and maintain
physical damage insurance covering all r2al and persenal property, excluding property paid
for by sublessees or paijd for by Lessee for which sublessees have reimbursed Lessas,
located on ar in, or constituting a part of, the Property in an amount equal to at least
one hundred percent (100%) of replacement value of all such property, with commarcially
reasonable deductibles.

{c) Morker’s Compensation Insurance.

1. State of Washington Worker’s Compensation coverige, as applicable, with
respect to any work by employees of Lessee on or about the Property.
2. Longshore and Harbor Worker’s Act and Jones Act coverage, as applicable,

with respect to any work by employees of Lessee on or about the Property.

(d) Builder’s Risk fasurance. During construction, repair, alteratiom,
maintenance, or replacement of any improvements locatad on or in, ar constituting a part
of the Property that may be made by Lassee, Lessee shall procure and maintain contingent
1iability and all builder’s risk insurance in an amount reasonably satisfactory to State
until such wark is completed and evidence of completion is provided to the State.
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8.5 Terms of Insurance.- The pelicies required under Sugsections 8.3 and 8.4 shall name
State as an additional insured (except for State of Washingten Herkar’s Compansation) and
Lessee shall provide promptly to State certificates of insurance and copies of policies
obtained by Lassee hereunder, provided that reczipt of such policies by State does not
constituta approval by State of the terms of such policies. Further, all pelicies of
insurange described in Subsection 8.3 shal):

(38) Be written as primary policies not contributing with and not in excess of
coverage that State may carry;

Contain an endorsement providisg that such insurance may not be matarially
changed, amendad or cancelled with respect to State except after thirty (30} calendar
days, priar written notice from the insurance company to State; -

{c) Contain an endorsement containing express waiver of any right of subrogation
by %he insurance company agalnst State and State’s officers, elected officials, agents and
employees;

(d) Provide that the insurance proceeds of any loss will be payable
notwithstanding any act or negligence of Lessee which might otherwise result in a
forfeiture of saild insurance; .

{e) Expressly provide that State shall not be required to give notice of accidents
or claims and that State shall have no Jiahility for premiums;

(F) Provide that all proceasds shall be paid jointly to State and Lessee,

8.5 State’s Acqguisition of Insurance. [f Lessee at any time during the Term fails to
pracure or maintain such insurance or to pay the premiums thersfore, State shal) have the
right to procure substitute insurance as State deems appropriate and to pay any and all
premiums thereon, and Lessee shal] pay to State upon demand the full amount so paid and
expended by State, together with interest thereon at the rate provided in Subsection 3.4,
hereof from the date of such espenditure by State until repayment theveof by Lessee.

9, REPAIRS
3,1 State's Repairs. State shall not be required or abligated to make amy repairs,
alterations, maintenance, replacements or repairs in, on, or about the Property, or any

part thereof, during the Term of this Leass.

9.2 Lessee's Repairs. Alteration. Maintenance and Reglacement.

(2) Lessee shall, at its sole cost and expense, keep and maintain the Property and
all improvements thereon and all facilities appurtenant thereto (regardless of ownership)
in good order and rzpair and safe condition, sufficient for the safe conduct eof any
activities or enterprises conducted on the Property pursuant to this Lease and keep and
maintain the whole of the Property, jncluding all improvements in a3 clean, sanitary and
attractive condition,

(b} Lessee shall, at {ts sole cost and expense, make any and all additions ta:
repairs, alterations, maintemance, replacements or changes about and to the Property,
which may be requived by any public authority affecting the Property and its use.

{c) OCunership of Repairs.

1. A1l repairs, alterations, maintenance to, or replacement of the
Property, iacluding any state-owned improvements, as defined in Suhsection 6.1, shall
immediately become the property of State.

2. 1 repairs, alterations, maintenance to, er replacement of New
Improvements and/or Lessee-owned Improvements, as defined in Subsection 6.1, shall remain
the property of Lessee subject to the terms of Subsection 6.1.

3. All rapairs, alterations, maintenance to, or replacements of any,
Unaythorized Improvements as defined in Subsection 6.2 shall immediately bacome the
proparty of State subject to the terms of Subsection 6.2.

9.3 Condition at End of Lease. Upan vacating the Property on the Termination Date,
Lessee shall Teave the Property and al) improvements thereon to which State has elected to
claim title in the state of repair and cleanliness required to be maintained by Lessee
during the Tarm of this Lease and shall peaceably surrender the same to Stata.

16.  DISCLAIMER QF IﬁPLIEB COVENANTS OF POWER TO LEASE AND QUIET ENJOYMENT

18.1 Power to lease. State believes that it has full right, power and authority ta make
this Lease. Howaver, State expressly disclaims and Lassee expressly releases State from
any and all claims for breach of any implied covenant of pawer to lease.’

10,2 Quiet Enjovment. State expressly disclaims and Lessee expressly releases State from
any ctaim for breach of any impliad cavenant of quist enjoyment with respact to the
possassion gf the Property during the Term of this Lease or any holdover, This
disclaimer includes but is not Timited to, interference arising from or in connection with
access or other use rights of adjacent property owners or the public aver the water
surface or in or under the water column, rights held by Indian tribes, and the general
power and authorify of State and the Unitad States to regulate the use of navigable
waters, bedlands, tidelands, and shorelines. In the event that Lessee is evicted from the
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Preparty by reason of suixessful assertion of any such rignts, this Lease shall be desmed
terrinated as of the date of such eviction., [a the avent of a partial eviction, iassee’s
Rental abligations hereunder shall abate as of tha date of the partial eviction in direct
proporticn to the extent of the eviction, but in all other raespects, this Laase shall
renain in full force and effect.

11.  DAMAGE OR DESTRUCTION
11.1 Possible to Repair Within Term.

{a) In the event of any damage to or destruction of the Property or any
improvements, Lessee shall promptly give written notice thereof tec State. Lessze shall
promptly reconstruct, repair or replace the Proparty as nearly as possible to its
condition immediately prior to such damage or destructfon. A1l such reconstruction,
repair and replacement shall be parformed in accordance with the requirements of
Subsaction 9.2 abovs.

(b) Lessee’s duty to rsconstruct, repair, ar replace any damage or destruction of
the Property or any improvamants therzop shall not be conditioned upen the availability of
any insurance proceads to Lessee from which the cost of repairs may be paid.

(c) Unless this Lsase is terminated by mutual agreement, thers shall be no
abatement or reduction in Rent during such reconstruction, rapair and replacement.

(d) Any insurance proceeds payable by reason of the damage or destructian shall be
made available to pay the cost of the reconstruction.

{e) In the event Lessa2e is in default under the terms of this Lease at the time
damage or dastruction occurs, State may elect to tarminate the Lease and State shall
thereafter have the right to retain any and all insurance procesds payable as a result of
such damages or destruction.

(f)  Upon completion of recomstruction, repair or replacemant by Lessee, any
insurance funds in excess of the cost of such reconstruction, repair or replacement shall
be paid to Lessee provided, however, State shall have a Tien on Lessee’s share of such
p;oceEds to the extent Lassee has failed to pay any moneys to Stats under the terms of
this Lease.

11.2 Not Possible to Repair Within Tarm.

If such damage or destruction cannot be substantially repaired within the time
remaining in the Term, this Lease shall terminate as of the date of such damage or
destruction. Any insurance proceeds shall ba divided betwean State and Lesses prorated
based upon the unexpired Term of the Lease, with Lessee receiving 2 fraction thereof which
is egugl to the then remaining Term divided by the original Term, and State raceiving tha
remainder.

12.  COMDEMNATION
12.1 Definitions.

{a Total Takina. The term “tatal taking,” as used in this Lease, means the
taking of the entire Property and any improvements thareon under the power of eminent
domain either by judgment or settlement in lieu of judgment, or the taking of so much of
the Property and improvements as to prevent the use thereof by Lessee or, in the judgment
of State, renders the Property impractical to operate for the uses and purposes
hereinabove provided,

(b) Partial Taking. The term “partial taking” means the taking of a portion only
of the Property which does not constitute a total taking as defined above.

{c) Voluntary Conveyance. Ths terms "total taking” and "partial taking” shall
include a voluntary conveyance to any agency, authority, public utility, persen or
corporate entity empowered to condemn property in liau of formal court proceedings.

Date of Taking. The term "date of taking™ shall mean the date upon which
title to the Property or a partion thereof passes to and vests in the condemnor or the
effgct{ve date of any order for possession if issued prior to the date title vests in the
condemnor.

12.2 Effect of Taking. IF during the Term hereof there shall be a Total Taking under the
powar of eminent domain, then the leasehold estate of lLessee in and to the Property shall
cease and terminate as of the Date of Taking. If this Lease is so terminated, in whale or
in part, all Rentals and other charges payable by Lessee to State hereunder and
attributable to the Property taken, shall be paid by Lessee up to the Date of Taking by
the condemnor, and the parties thersupcn shal] be relsased fram all further Tiability in
relation therets. IF Lessee has pre-paid Rent, Lessee will be entitled to a refund of the
pro rata share of this pre-pald Rent attributable to the period after the Date of Taking.
"In the event of a Partial Taking, such that Lesssee is ne longer able to use a portion of
the Property, there shall be a partial abatement of Rent in a percentage equal to the
percentage of Property taken.

12.3 Allocation of Award. State and Lessee agrse that in the event of any condemnation,
the award shall be allocated betwsen State and Lessee based upon the ratio of the Fair
Harket Value of Lessee’s Leasehold Estate and Lessee-ownaed Improvements and New

22-002774

Second Notice of and Consent to T
Assignment of Lease

Page 19 of 49 Lease No. 22-002774



201903210021
03/21/2019 11:29 AM Page 21 of 51

lmprovemeénts on the Preperty and State’s interest in the w#voperty, including State’s
landlord intarast ia the Lsasshold reversionary intersst in Lessae-owned [mprovements and
tlew improvements, and ownership aof State-owned [mprovements. In the event of a Partial
Taking, this ratio will be computed on the basis of the portion of Praperty or
improvements taken. If Lassee and State are unable to agree cn the allocation, it shall
be submitted to binding arbitration ia accordance with the rules of the American
Arbitration Assocfation.

13, INSOLYEMEY

13.1 Insolvency May Constitute Default. If a receiver or trustse is appeinted to take
possession of all or substantially all of the assets of Lessee, or if any action {s taken
or suffered by Lesses pursuant Eo an insolvency, bankruptcy or reorganization act,
including the filing of a petition in bankruptcy, or if Lessee makas a general assignment
for the bemefit of its creditors, and if such appointment or assignment continues for a
peried of thirty (30) calendar days, it shall, at State’s option, constitute a default by
Lessze and State shall be entitled to the remedies set forth in Section 14 belaw, which
may be exzrcised by State without prior notice or demand upon Lessee. In the event that
any provision of this Section 13 is contrary to any applicable law, such provision shall
have no force or effect.

13.2 Hotice of Insalvemcy. Lessee shall be required to notify State, within ten (18)
days of filing, that it has filed a petitien for relief under the bankrupicy cede.

14. -BREACH BY LESSEE
14,1 Breach and Default.

{a) Any breach of any provision of this Lease by Lessee, shall be deemed a default
after State has delivered to Lesses notice of the alleged breach and demand that the
breach be remedied immediately. Such a default entitlas State to the remedies set forth
in this Lease or otherwise avallable at law or in equity. IF Lessee shall premptly
commence to cure the default and shall cure the default within for sixty (60) calendar
days after receipt of the notice; or within for sixty (60) calendar days after receipt of
the notice if the default pertains to the payment of rent, the breach shall na Tenger
constitute a default. '

{b} In the event State deesms the breach to constitute a threat to safety, )ife, ar
property it may elect to intervene immediately without notice to remedy the breach and
Lessee hereby -agrees to repay State for all costs in remedying the breach upon demand,
together with interest thereon from the date of expenditure at the rate set forth in
Subsection 3.4 abaove. Alternatively, State may require Lessee itself to act immediataly
to remedy the breach, should Stata deem it a threat to safety, 1ife, or property.

14,2 Reletting in the Event of Default.

(a}) State’s Right to Relet. In the event of a default, State, in addition to any
other rights or remedies that it may have, shall have the immediate right of re-entry.
Should State elect to re-enter or take possession of the Proparty, it may either terminate
this Lease or, from time-to-time without terminating this Lease, relet the Property or any
part thereof, for any term or terms and conditions as State {n its sole discretion may
deem advisable with the right to complete construction of or make alterations and repairs
to the improvements. Lessee shall pay to State the cost and expenses incurred by State in
such reletting, cumpletion of constructien, or in making such alteratiens and repairs.

(b} Allocation of Rentals, Rentals received by State from reletting shall be
applied: first, to the payment of any indebtadness, other than Rent, due hereunder from
Lassee to State; second, tc the payment of Rent due and unpaid hereurder; and the
residual, if any, shall be held by State and applied in payment of futyre rent er damages
as the same may bécome due and payable hereunder. The balance, if any, at the end of the
Term shall balong to State. Should such rentals received fram time-to-time from reletting
during any month be less than the Rent agreed to be paid during that momth by Lessee,
Lessee shall pay the deficiency te State. The deficisncy shall be calculated and paid
monthly. At the option of State following Lessee’s default, State may accelerate and
demand as jmmediately due the difference between (i) all Rent reserved for the unexpired
portion of the Term following the event of Lessee’s default, and (11) the falr market
rental value of the Property for the unexpired portion of the Term reduced by any costs of
State in reletting the Property.

(c) Exercise of Rioht Not an Election. MNe such reletting of the Property by State
shall be construed as an election on its part to terminate Lessee’s obligations under this
Lease unless a notice of such intention be given to Lesses or unless the termination
thereof be decreed by a court of competent jurisdictiom. Notwithstanding any such
reletting without termination, State may at amy time thereafter elect to terminate this
Lease for such previous breach, provided that it has nat been cured. Should State at any
time terminate this Lease for any breach, in addition to any other remedy it may have, it
may recover from Lassee all damages it may incur by reason of such breach.
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15. HOLDING OVER AND Ex-TRATION

15.1 Unaporoved Holdaver. Any holding ovar by Lessee without tha exprass written conssnt

of State shall not constitute a renswal or extension of this Lease or give Lasse2 any -
rights in or to the Property and this Leasa shall terminate without Further natice at the
Termination Date. Such accupancy shall be subject to the same terms and conditions as set

fortn herein, At State’s option, Rent may ba charged for each month of occupancy, or any

portion thereof, on a prorated basis, equal to one hundred sixty percent (150%) of ithe

amount of full fair markst Rent due for the last month of the term of this Lease.

153.2 Approved Holdover. °If Lessee shall, with the written consent of State, holdover
after the Termination Date, the resulting tenancy shall, unless otherwise mutually agreed,
be for an indefinite perioed of time on a month-to-month basis. During such month-to-menth
tenancy, Lessee shall pay State Rent as provided herein, unless a different rate shall be
agreed upon, and shall be bound by all the terms of this Lease.

16.  NQTICE

16.1 Procedurs. Any notice reguired or desired to be given under this Lease shall be in
writing with copies directed as indicated herein and shall be personally servad or sent by
mafl. Any notice given by mai} shall be deemed to have been received when seventy-two
(72) hours have elapsed from the time when such notice was depositad tn the United Statss
mails, correctly addressed to the party to be served at the last address given by that
party to the other party under the provisions of this Sectien 16. At the date of the
exacution of this Lease, the address of State is:

DEPARTHENT OF NATURAL RESOURCES
Division of Aguatic Lands

1111 Washington Strest SE

PO Box 47027

01ymgja. WA 98504-7027

and the address of Lessee is:

LA CONNER BOAT HORKS, INC.
Mr. Orin Edsen

PO Bax 261

La Conpner, WA 98258

16.2 Change of Address. Lessee shall notify State immediately of any change of address.

17.  SUCCESSARS

17.1 Successors and Assigns Bound. The covenants and agreements contained in this Lease
shall be binding on the parties hereto and on their respective successors and assigns, to
the extent the Lease is assignable, and upon any person, firm, or corporation coming into

ownership or possession of any interests in the Property or improvemsnts on the Praperty

?y gperaticn of law or otherwise, and shall be construed as covenants running with the
and. .

18 TERMINATION

FACLALL ol L LY

18.1 Lessee’s Rights €ease Upon Lease Termination. Upon the termination of this Lease by

expiration of time or otherwise, the rights of Lessee and of all persons, firms,
corparations, and entities clalming under Lzssee in and to the Property and all
improvements hereon, unless specifiad otherwise in this Lease, shall cease.

19. MISCELLANEOUS

19.1 Headings. The Section and Subsection headings used in this Lease are for
convenience anly. They shall not be construed to limit or to extend the meaning of any
part of this Leasa.

19.2 Amendments. Any amendments or additions to this Lease shall be made in writing
executed by the parties hersto, and neither State nor Lessee shall be bound by verbal or
implied agreements. )

19.3 NWaiver. The waiver by State of any breach of any tarm, covenant or condition herein
cantained shall not be deemed to be a waiver af such term, covenant or condition or any’
subsequent breach of the same ar any other term, covenant or condition herein contained.
The acceptance by State of Rent or any other sum owing, following a breach by Lessee of
any provision of this Lease shall not constitute 2 waiver of any right of State with
respect to such breach. State shall be deemed to have waived any right hereunder only if
State shdll.expressly do so in writing.
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19.4 Cumuiative Remedies: cach right, power and remedy wr State provided For in this
Lease gr now or hereafter axisting at Taw or in equity or by statutz or otharwise shail be
cumylativa and concurrent and shall be in addition ta every other right, powar or remedy
provided For in this Leasz or ncw or hareafter-sxisting at law or in eguity or by statute
or ctherwise, and the commencement of the exercise by State of any one ar more of the
rights, powers, or remediss provided for in this Lease or now or hareafter existing at law
or in equity or by statute, or otherwise, shall not preclude the simultaneous or jater
exercise by State of any or all such other rights, powers or remedies.

19:5 Time of Essence. Time is expressly declarsd to be of the essance of this Lease and
aach and avery covenant of Lessee heresunder. '

19.8 Entire Agreemant. This Lease contains the entire agroement of the partiss hareto
with respect to the matters covered hereby, and no other agresment, statement or. pramise
made by any party hereto, or o any employes, officer or agant of.any party hereto, which
is nat contained herein, shall bz binding or valid.

19.7 Language. The word "L2ssee” when used herein, shall be applicable to ene {1} or
more persons, as the case may be, and if there be more tham one (1), the obligations
hereof shail be joint and sevaral. The words "Persons” whenever used shall include
individuals, Firms, associations and cerparations. This Lease, and {ts terms, have baen
frealy negotiated by State and Lessse. The language in all parts of this Lease shall in
all cases be construed as a whole and in accordance with its fair meaning, and shall not
be construed strictly for or against State or Lessee,

19.8 Invalidity. If any term or provision of this Lease or the application thereof to
any person or circumstance shall to any extent prove to be invalid, unenforceable, veid ar
f11egal, the remainder of this Lease, or the application of such term or provision to
parsons or circumstances other than those as to which it is invalid or unenforceable,
shall not be affected thereby, and zach term and provision of this Lease shall be valid
and be enforced as written to the fullest extent permitted by law,

19.9 Applicable Law and Veaue, This Lease shall be interpreted and construed under and
pursuant to tha laws of the state of Washington. Any reference to a statute enacted by
the state of Yashington shall refar to that statuta as presently enacted and any
subsequent amendments thereto, unless the reference to sald statufe specifically provides
otherwise. The parties agree that venue for any action arising out of or in connection
with this L2ase shall be in the Superior Court for Thurston County, Washingion.

19.10 Authority. Persens executing this Lease on behalf of lessee represent that they
arz authorized to do so and represent and warrant that this Lease is a legal, valid and
hinding obligation on behalf of Lessza, and is enforceable {n accordance with its terms.

19.11 Date of Execution. The date this Leass is exescuted shall be desmed to be the day
and ysar when sxecuted by State.

19,12 Survival. A1l obligations of Lessee to be performed after the Termination Date
shall not cease upen the Termipation of this Lease, and shall continue as obligations
until fully performed. A11 clauses of this Lzase which require performance beyand the
Termination Date shall survive tha Termination Date af this Lease.
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12.13 Recordation. Llesice shall record this Lease in tF zounty in which the Property is
located at Lesses’s sole expense. Lessee shall provide State with recording infarmation
including the dats of recordatfon aad file number. Lessee shall have thirty (39) days
from the Commencement Date of the Laasa to comply with the requiraments of this paragraph.

19.14 Discrimination. Lessee shall not conduct or suffer any business upon tha Property
which unlawfully discriminates against any person on the basis of race, coler, creed,
religion, sex, age, or physical er mental handicap. -
IN WITNESS WHEREOF, this Lease Agreement is executed on the day and year when
ex_ecuted by the state of Washington. :
STATE:

STATE OF WASHINGTON

DEP;RTHENTjF NATURAL RESOURCES

- KALEEN COTTINQW Superviser

Date Mmtﬂ _L-;\ LQQ%

LESSEE:

LA COHMER BOAT WORKS, INC. a Washington
Corporation i

e
HR. ORIN EDSON
PO Box 2681 :
La Conner, WA 98253

Date Fra 25, 1573

AFFROVAL OF
DOCLAENT TERIS

% Chize Admn
iz
A\ Saztion Mg,

&‘ L Asst Cw, Mg

2 oaisn e

PROOF aew_}‘l_fi,- ’)ﬁ / T3
d225/22002775.1se
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- CERTIFICATE OF ACKNOHLEBGHMersT

STATE OF WASHINGTON)
Caunty of Thurston JC = .

On this L day of 7"'(&.(.//! ' 1&3, personally appeared before me
KALEEN COTTIHGHAM, to me known to have signature authorization delegated to her to sign
for JENNIFER M. BELCHER, the Commissioner of Public Lands, and ax officio administrater of
the Dapartment of Natural Resaur;:es of the state of Washington, the depariment that
executed the within and forsgoing instrumznt on bshalf of the state of Washington, and
acknowledged saild instrument to be the free and veluntary act and deed of the state of
Washington for the uses and purposes therein mentionad, and on oath stated that she was
authorized to execute said instrument and that the seal affixed is the official seal of
the Commissioner of Public Lands for the state of Washingten.

IN WITNESS WHEREOF, I have hereunte sr-t oy Lnd and affixad my official seal the day
and year first above written.

o*

Y

SEAL

‘c Li‘én o £

Y PUBLIC in and for the
state of Washington

My commission expires ‘/ '1?1/ }

CERTIFICATE OF ACKNOWLEDGMENT

STATE OF Wz fug &, : L
} ss.
County of 7Zuste )

On tin‘s /7 day of f’ Lomis oy . 199, personally appeared before me
Nobn Con Eoraie. , to me l!noun to be the _ (s of

the’corporatiun that exacuted the within and foregoing instrument, and acknowledged said
instrument to be tha free and voluntary act and deed of said corporation, for the uses and
purposes tharain mentioned, and on oath stated that (he/she was) (they were) authorized to

execute said instrument for said corporation and that the seal affixed is the corporate
seal of said corporation.

IN WITNESS WHEREOF, I have hersunta set my hand and affixed my official seal the day
and year first abave written.

. " ey
/?Luf AR cTTTY A

NOTARY PUBLIC in and for_the

state of _ /- b oL

N
My commission expires _4/2
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Exhibit 2
22-002774

)

-_——
WASHINGTON STATE DEPARTMENT OF

Natural Resources

Peter Goldmark < Commissioner of Pub‘icLands

NOTICE OF AND CONSENT TO ASSIGNMENT OF 22-002774
Lease No. 22-402774

THIS AGREEMENT is made by and between LACONNER BOATWORKS, INC,, a
Washington Corporation, whose address is 970 W. Broadway, PO BOX 498, Jackson, WY
83001 ("Assignor”) and WESTPORT SHIPYARD, INC., a Washington corporation, whose
address is 1807 Nyhus Street, PO BOX 308, Westport, WA 98595 ("Assignee").

BACKGROUND

A. Lease No. 22-002774 was entered into on the 1st day of February 1993, by and between
LACONNER BOAT WORKS, INC. as Lessee and the STATE OF WASHINGTON, acting
through the Department of Natural Resources, as landlord ("State").

B. A copy aof the Lease is attached as Exhibit A. Assxgnor now possesses the rights, duties, -
and liabilities under the Lease as originally executed.

C. Assignor desires to assign and Assignee desires to assume the rights, duties, and
liabilities of Lessee under the Lease. Assignor acknowledges the receipt and adequacy of
consideration given by Assignee for this assignment. The Lease prohibits an assignment without
State's consent. State is willing to give its consent based upon the assurances and agreements
made in this Agreement.

THEREFORE, the parties agree as follows:

SECTION 1 NOTICE OF ASSIGNMENT

Assignor gives notice of its intent to assign all of its rights, title, and interest as Lessee under the
‘original Lease lo Assignee effective the 1st day of July, 2009, for the balance of the lease term as
provided in the Lease.

Notice of and Consent to Assign Page 1 of 5 Lease No. 22-002774-
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SECTION 2 ACCEPTANCE AND INDEMNIFICATION

Assignee gives notice of its intent {o assume the obligations as Lessee under the Lease, and
agrees to faithfully perform and discharge those obligations according to the terms of the Lease.

SECTION 3 NO RELEASE

State is not releasing Assignor from fully performing the provisions of the Lease. Assignor -
remains liable to State to the same extent as if no assignment had been made.

SECTION 4 MODIFICATION OF LEASE AT TIME OF ASSIGNMENT

Assignor agrees that State and Assignee may change, modify, or amend the Lease in any way,
including the rent to be paid. The assignment and any modification or amendment to the Lease
shall occur contemporaneously. Assignee acknowledges receipt of a copy of the Lease and any
previous or contemporaneous amendments. Assignor acknowledges receipt of a copy of the
amended Lease. Further assignments may be made, without natice to or consent of Assignor,
and without in any manner releasing or relieving Assignor from liability under the Lease.
Assignor shall remain liable under all the terms, covenants, and conditions of the Lease as
originally executed to the end of the term of the Lease.

SECTION 5 WARRANTIES

Assignor represents and warrants to State and to Assignee that (i) the Lease is in full force and
_effect; (ii) Assignor is not in default or breach of the Lease; (iii) Assignor has no knowledge of
any claims, offsets, or defenses of any lessee under the Lease; (iv) rents due subsequent to this

assignment have not been paid in advance by any lessee; and, (v) to the best of Assignor's
knowledge, the properly is in full compliance with all applicable federal, state, and local
governmental permits, rules, ordinances, and laws. Assignor shall defend, indemnify and hold
State harmless from any breach of the foregoing warranties and from any claims or causes of
action, known or unknown, of Assignor that have or may arise from circumstances that precede
this assignment.

SECTION 6 NOTICE

Assignor instructs State to send all future notices to Assignee. Assignee has the obligation to
keep Assignor informed about the activities on the property and Assignee's performance of its
obligations under the Lease. Assignee shall send to Assignor copies of any notices it receives or
sends to State. Assignor has the obligation to remain informed of Assignee's activities on the
property, Assignee's performance of its abligations under the Lease, and Assignee's financial
condition. State has ne obligation to provide Assignor any notice or information concerning the
Lease or Assignee and Assignor shall not rely on State to inform Assignor.

Notice ol and Consent to Assign Page2of5 Lease Me. 22-002774
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THIS AGREEMENT requires the signature of all parties and is executed as of the date of the last signature
below.

ASSIGNOR:

LACONNER BQ&F WORKS, INC.
Dated: \_l(,p&b{/ /{a , 20 09 / % _
( 7 W ORIN EDSON
1gnor’s Title; President

Address: 970 W. Broadway
PO Box 498
Jackson, WY 98001

Phone:  307-734-1445

ASSIGNEE:
WESTPOR

Dated: A*a\mv > 2008
By: 458 STIPIC

Assignee’s Title: Treasurer

Address: 1807 Nyhus Street
PO Box 308
Westport, WA 98595

Phone: 360-268-1800

CONSENT TO ASSIGNMENT BY STATE .

In consideration of the foregoing, State consents to the Assignment of the Lease to Assignee. However,
State expressly conditions this consent on the understanding that neither State's consent nor its collection
of rent from Assignee shall be a waiver of the covenant against future assignments or subletting.
Furthermore, State's acceptance of Assignee as Lessee shall not be construed as releasing Assignor from
full performance of the provisions of the Lease. Except as set forth in this Agreement, no provision of this
consent alters or modifies any of the terms and conditions of the Lease, including the requirement that the
written consent of the State be obtained before any further assignment of the Lease or subletting of the
property occurs,

STATE OF WASHINGTON
DEPARTMENT OF NATURAL RESOURCES

Dated: 97/ 3 ,20 0F ‘ fj) 5 \ O'U‘”:j

By\.LEONARD YD
Title: Department Superyisor
Address: 1111 Washingtol E

PO Box 47027
Approved as to form this Olympia, WA 98304 7027
14 day of August, 2008
Janis Snoey, Assistant Aftorney Generai

Notice of and Consent to Assign Page 3 of 5 Lease No. 22-002774
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REPRESENTATIVE ACKNOWLEDGMENT

STATE OF 4 Vom:xny
County of M/‘l*a I} )

I certify that 1 know or have satisfactory evidence that J. ORIN EDSON is the person who
appeared before me, and said person acknowledged that he signed this instrument, on oath stated
that he was authorized to execute the instrument and acknowledged it as the President of
LACONNER BOAT WORKS, INC. to be the free and voluntary act of such party for the uses

- and purposes mentioned in the instrument.

Dated:

b BT RRYUNBTARY PUBLIC ¥
{ counry or - sTare oF } Aichele &J/VM
i TETOM WYOMING § (Print Name)

p

My Comisston Expitas Octabar 11, 2010

>

. Notary Public in and for the State of

WVDMJ'%E@:QQ. residing at K QDN §300|

My appointment expires

REPRESENTATIVE ACKNOWLEDGMENT
STATE OF \Oqskmcxhr\ ;
S5

County of C'X'a»{s Wewtoor?

I certify that | know or have satisfactory evidence that JOE STIPIC is the person who appeared
before me, and said person acknowledged that he signed this instrument, on oath stated that he
was authorized to execute the instrument and acknowledged it as the Treasurer of WESTPORT
SHIPYARD, INC. to be the free and voluntary act of such party for the uses and purposes
mentioned in the instrument.

Dated: Aujﬁr 2 2009 ﬂw/m 1Y) AV ppe0

(Slgnature)

Anr[/ﬂa M H 053¢y
(Print Name)
Notary Public in and for the State of
Washington, residing at{qe G iopan e Yo S0
My appointment expires vzlialie

Paged of 5 Lease No. 22-002774
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STATE ACKNOWLEDGMENT

STATE OF WASHINGTON )

: ss
County of J’U/W

[ certify that { know or have satisfactory evidence that LEONARD YOUNG is the person who
appeared before me, and said person acknowledged that he signed this instrument, on oath stated
that he was authorized to execute the instrurent and acknowledged it as the Department
Supervisor of the Depariment of Natural Resources, to be the free and voluntary act of such party

for the uses and purposes mentioned in the instrument. )
2 %\QMW
(Sigahture)
7
el d A /9/52///6;2’

(Print Name)
Notary Public in and for the §tate of . .
Washington, residing at
My appointment expires — —
Notice af and Consent to Assign Page 5 of 5 Lease No. 22-002774
Second Notice of and Consent to Page 32 of 49 Lease No. 22-002774
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STATE OF VASHINGTON LARLBIT A

1 UTMENT OF NATURAL REZSCURCES
' Jennifar M. Belcher
Commissioner of Public Lands :
Olympia, Washington 98504 .

AQUATIC LAHDS LEASE NO. 22-Q02774

THIS LEASE AGREEMENT (“Lease”) is made and antered iato by and between the STATE OF
WASHINGTOM, acting in its proprietary capacity by and through the Department of Natural
Resources (collectively referred to as "State®), and LA CONNER BDAT WORKS, INC., a
Washington corporation ("Lesses"}.

WHEREAS, State is the owner of that certain real property consisting of aquatic
Tands located in Skagit County, Washingtenm, the survey, plat, diagram, and/or legal
description of which are set forth in Exhibit A, attached herato and incorporated herein;

WHEREAS, Lessees desires to l2ase the Property from State, and State desiras to Jease
the Property to Lessee, pursuant to the terms and conditions set forth herein;

NOW, THEREFORE, in consideration of the mutual terms, covenants and conditions set
forth herein, the parties hereto agree as follows:

1. ‘PROPERTY
1.1 Property. :

(a) For and in consideration of Less2e’s covanant to pay the Rent and other sums
For which provision is made in this Lease, and the performance of the other covenants and
obligations of Lessee hereunder, Stats leasas to Lessee and Lessee leases from State that
certain real property described in Exhibit A including all improvements thereon.

(b) The real property which is leasad includes public aquatic land together with
the right to sccupy the water column and water surface in accordance with Subsection~5.3,
for Lesses, its customers, invitees, approved sublessees, and employess. Said real
property and rights leased thereby are herein referred to as the *Property.®

{t) Except as is necessary to carry out Lessee’s permitted use under
Subsection 5.3, State does not convey: any right to disturb, alter, or modify the aquatic
Yand except as necessary to provide intertidal gravel placement for habitat enhancement
within the lease area as provided by provision number 17 of the Washingtom State
Department of Fisheries Hydrawlic Project Approval No. 92-50041-03, amended October 12,
1992; amy right to harvest or collect any sea 1ife or living plants from the aquatic land,
the water column, or water surface; any right to excavate or withdraw sand, gravel,
minerals, gas, oil or other material; any water rights: or any mineral rights.

(d) Lessee’'s rights are subject to all rights of the public, including all rights
of the public which State holds in trust, under the pubiic trust doctrine,

(e) Lessee’s rights are further subject to valid easements and encumbrances of
racord as of the date of execution hereof as noted .in the records of Skagit County, or on
file in the Office of tha Commissioner of Public Lands, Olympia, Washington.

{f) In executing this Leasa, State is relying on a survey, plat, diagram, and/or
legal description provided by the Lessee. The Lessee expressly assumes all 1iability for
the correctness thereof and expressly agreas to indemnify and save harmless State, its
employses, officers, and agents for 211 liability, damages (incTuding damages to land,
aquatic life and other natural resaurces), expenses, causes of action, suits, claims,
costs, fees (including attorneys’ fees and costs), pemaltias (civil and criminal) or
Jjudgments arising out of State’s usse of or reliance on the Lassee’s survey, plat, diagram,
and/or legal description.

S

™~

2. TERM :

2.1 Term. The term of this Lease is thirty (30) years, cosmencing on February I, 1993,
which date shall be referred to as the "Commencement Date™ of the term of this Lease, and

"ending on January 31, 2023. The date upon which this Lease terminates, whether at the end
- of the above stated term or upon such earlier date in the event the Lease is terminated,
or cancelled for any reason prior to the end of said period, shall be referred to as the
"Termination Date.” The period between the Commaencement Date and Termination Date is
referred to herein as the *Term" of this Lease.

2.2 Authority. This lease is entered into by State pursuant to the authority granted in
Chapter 79.90 RCH gt seq. and the Constitution of the state of Washington.

Second Notice of and Consent to Page 33 of 49 : Lease No. 22-002774
Assignment of Lease
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3. RENT
3.1  Annual_Rent. . : .

fa)  lesses agrees to pe. .n inftial anpual rent in the amount o, ,132.00, and
subsaquept rent, as detarmined by State in accordance with REH,79.90.455 - .%02, or such
laws as hereafter shall be applicable (™Rent®).

{b) Rent is due and payabla by Lassee to State and is the esssnce of this Lease,
and is a condition precedent to the continuance of this Lease or any rights thereunder.

{c) Payment is to be made in advance on or baefore the Commencsment Date !n the
amount of $2,182.00 and a 1ike sum, as adjusted or revalued as provided for herein, on or
before the same day of each and every subsequent year of the Term.

Payment is te be made to State in care of the Department of Matural Resources,

Division of Financial Services, PO Box 47041, Dlympia, Washington 98504-7041. In the
avent Lassee has not received a statement from State prior to the date payment is due
under Subsection 3.1({c) above, Lessee shall pay an amount equal to the previous year’s
rent prior to that payment date, and shall pay the remainder, if any, within thirty (30)
days of billing by State.

3.2 PRevaluation of Rent. State skall, at the end of the first four-yzar perioed of the
Term, and at the end of each Subsequent four-year peried of the Term, revalue the annual
rental in accordance with RCH 79.80.450 - .802 or such other laws and regulatians of the
Department of Natura) Resources as are now or hereinafter shall be applicable. State
shall not waive its right to revalue rent under this section by any failure to revalue at
the end of 3 particular four-year period and shall retain the authority to resvalue
Lessee’s rant and to bill Lessee retrospectively based on that revalued rent at any point
subsequent to any four-year anniversary date. 7

3.3  Inflation Adjustment. After the initial year of the Term, State will adjust each
year’s Rent thereafter, exclusive of the yesars in which Rent is revalued under
Subsection 3.2 hereof, in accordance with RCH 79.90.450 - .902 and such other laws and
reg?latéons of the Department of Natural Rasources as are now or hereinafter shall ba
applicable. .

3.4 Interest Pemajty for Past-Due Rent and Other Sums Qwed. Lessee shall pay interest
at the rate of one percent (1%) per month (or at such higher rate as may be authorized hy
statute subsaquent to the Commencement Date fereof), until paid, on Rent or other sums
owing under the terms of this Lease commezncing the naxt day after the date such Rent or
other sum is_due and payable. In the évent State pays any sum or incurs any expense which
Lessee is obligated to pay under this Lease, ar which is made on behalf of Lasses, State
shall be entitled to receive rzimbursement thereof from Lessee apon demand, together with
interest thereon from the date of expenditure at the rate stated above.

3.5 Allocation of Rent. The Rent for the first year has besem established based upon the
use of the Property as described in Subsaction 5.3 below. In the event Lessee changes the
use of any portign of the Property, which change must be approved by State under
Subsection 5.3 balow, the rental rate to be paid for that portion of the area affected by
such change of use shall be subject to adjustment to the them effective rental rate for
the changed use for that portion of the Property.

3.6 Rent for Improvements.
(3) In Section 6, Lesses and State have determined ownership of improvements on

the Property. In accord with RCW 79.90.515, the Rent set forth in Subsection 3.1 above
includes no rental charge for improvements on the Property at this time, The State dges
reserve the right to charge rent for state-owned improvements in accord with

RCW 79.90.515. ’

(b) In the event the restrictions on State’s ability to charge rent for
improvements contained in RCW 79.90.515 are removed in whole or in part, State reserves
the right to increase the rent during any portion ef the Term after such removal, ta the
gxtgnt then allowed based upon the then fair market value of such improvements owned by

tate.

4. OTHER EXPENSES

4.1 Utilities. From and after the Commencement Date, Lessee shall pay all expenses
incurred in the use, enjoyment, and operation of the Property, including, but not Vimited
to all charges for electricity, water, gas and telephone and all other utility seryices
used on the Property. Lessee shall indemnify and hold State harmless against and from any
;oss, Tiability, or expense resulting from any failure of Lessee to pay all tharges when
ua.

4.2 Leasehold Taxes. From the Commencement Date.and centinuing throughout the Term,
Lessee, unless exempt, shall pay to State the "Leasehold Tax" established and defined in
Chapter B2.29A RCH., The Leasehold Tax shall be due and payable at the same time the
rental charged herein is due and payable, Payment 3s to be made to the Department of
Hatural Resources, Division of Financial Sarvices, 1111 Hashington Street SE, PO

22-002774
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Box 47041, Olympia, Wash cgton 98504-7041. Any delinquen. Leasehold Tax shall be a debt
to State, and in the event any, alties or interest are due because of ;' failure of
lassee to timely pay the Leaseh s Tax, such penalties shall ba payabla . .essea to
State.

4.3  Other Taxes and Assessments.

{3) The term "Taxes," as used herein, shall mean 211 taxes and other governmental
charges, general and special, ordinary and extraordinary, of any kind whatsoever,
applicable or attributable to the Property, Lessee’s lzasehold interest therein,
improvements thereon, or Lessee’s use and enjoyment thereof, excluding Leasehold Taxes,
defined in Subsection 4.2, and Assessments as defined below. Unless exempt, Lessee shaill
pay when due all Taxes commencing with the Commencement Date and continuing throughout the
Term.

{(b) The term "Assessments,” as used herein, shall mean all assessments for public
improvements or benafits which heretofore or during the Term shall be assessed, laviad, or
imposed upon, or becomes due and payable, or become a lien upon the Property, any
improvements constructed thereon, the leasehold estate created hereby, or any part
thersaf, Lessees shall not cause or suffer the impoesition of any Assessment upon the
Proparty, without the prior written consent of State. In the event any Assessment is
proposaed which affects the Property, any improvements constructed thereon, the Jeasehold
estate created hereby, or any part thereof, Lessee shall promptly notify State of such
proposal after lessee has knowledge or receives notice thersof. Any Assessment upon the
Property shall be made in compliance with all applicable statutes, including, but not
limited te, Chapter 79.44 RCW. Lessee shall pay the total amount of all Assessments
levied. In no avent shall State be obligated to pay any Assessment or any portion thereof
lavied ar creatad during the Term, irrespective of whether such Assessment or any portion
thereof was specifically allocated to the Property or State’s reversionary interest
therein. Mo Assessment shall be payable in instaliments without State’s prior written
consent, which Stats may condition upon the pesting by Lessae of a satisfactory bond
guaranteeing the payment of such installments as they become due.

4.4 Payment Date and Proof. Lessee shall pay all payments for Taxes and Assessmenits at
the time due. Lessee shall, if required by State, furnish to State receipts or other
appropriate evidence establishing the payment of such amounts. Lessea may comply with
this requivement by retaining a tax service to notify Stata when the taxes have been paid.

4.5 Failure to Pav.
{3} In the eveat Lessee fails to pay any of the expensas or amounts specified in

Lhis Seetion 4, State may, but shall net be ebligated to do so, pay any such amount and
the amounts so paid shall immediately be due and payable by Lessee to State and shall
thereafter bear interest at the rate specified in Subsection 3.4 above.

() Any failure to pay any expense or amount specified in this Section 4 or any
other amount to be paid by Lessee under the term of this Lease shall be a material breach
hereunder by Lassee and such breach shall entitle State to pursue all remedies specified
in this Lease, and all remedies otherwise available to it in law or equity, including the
rights to terminate this Lease and to pursue the remedies available pifrsuant to
Chapter 59.12 RCHW,

4.6 Mo Counterclaim, Setoff, or Abatement of Rent. Rent and all other sums payable by
Lessee hereunder shall be paid without the requirement of prior notice or demand by State,
and shall not be subject to any counterclaim, setoff, deduction or defense and without
abatement. The obligatijons and liabilities of Lessee hereunder shall in no way be
r:leased. discharged or otherwise affected (except as expressly provided herein) by reason
of:

(a) Any damage to, or destruction of, or any taking of the Property, or

improvements on the Property, or any part thereof (except as allewed in Section 11 ar 12);
Any restriction of, or prevention of, or interference with any use of the

Property, improvements, or any part thereof, which does not result in the eviction of
Lessee therefrom (except as allowed in Section 10};

(c) Amy title defect or encumbrance upon the Property or any part thereof which
does not result id the eviction of Lessee therefram;

(d}  Any claim which Lessee has or might have against State;

(e} Any failure on the part of State to perform or comply with any of the terms
hercof or of any other agreement with Lessee so long as such failure ta perform or comply
does not have the rasult of eviclion of Lessee from the Praperty.

4.7 Right to Contest. Lessee may contest the basis or amount of any Leasechold Taxes,
Taxes, or Assessments at its sole cost and expense so long as Lessee shall furnish State
with a bond or other security reasonmably acceptable to Stats, and otherwise in campliance
with Taw, in the full amount of such amount contested.

S. POSSESSION AND USE
5.1 Possession at Commencement Date. If for any reason whatscever State does not

22-002774
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éeliver possession of the Proparty or 2 portion thareof av the Ceommencement Data, Rent .
shall be abated until such dat - possession of tha Properiy is teader¢ v State, and in
all other respacts this Leasa | 1 remain in ful) force and effect and .. Term sha]l.nut
be =xtended thereby. 1f in the inlerim, Lesses shall take possessien of any portion of
the Property, Lessze shall pay the full Rent specified herain reduced pro rata for the
portion of the -Property not available for possession by Lessee. Ia no event shall State
be Tiable for damages causad by failure to daliver passessien oF the Property.

5.2 Inspection. Llessee has inspacted and made an independent inﬁestigatiun of the
Property and will accept the same on the Commencement Date in its prasent condition.

5.3 Permitted Usa. Lessee shall have use of the Property only for the construction,
operation and maintenance of a vessel repair, maintenance and finishing business and for
no other purpose whatscever. State’s prior written consent shall be required for any
change in use of the Property or any portion thereof.

§.4 Entry,
{a) state shall have access to the Proparty at all reasonable times for the

purpose of inspecting the Properiy and securing compliance with the terms and conditions
of this Lease. State shall exercise its right of access in a mannar that will not
upreasonably interfere with Lessee’s permittad use of the Property.

(b) The right reserved in Subsectian 5.4{a) above includes the right to perform or
have performed such enviranmental tasts, audits, surveys or investigations as State, in
its sole discretion, deems appropriate. Such tests, audits, surveys, or investigations
may include, but shall not be limited to, the determination of whether Lessee is
improperly storing, handling or disposing of Hazardous Substances, as defined in
Subsection 5.6(d) below, or of refuse, as defined in Subsection 5.5{b) below.

(c}  This reserved right impeses no obligation upon State to make inspections,
tests, audits, surveys, ar investigations and shall impose no 1iability upon State for
failure to do so. This reserved right is in addition to and separate from Lessee's
obligation te test under Subsectien 5.6{d){3) below.

5.5 State’s Right to Grant fasements. State ressrves the right to grant easements and
other 1and uses on the Property to others when the sasement -or other land uses will not
unduly interfers with Lessee’s permitted use under Subsection 5.3, State will notify
Lessee of any eassment or other land use request by third partiss. No easement or other
land uses shall be granted to third partiss until payment for any damages to the leassheld
have been paid to Lesses by the third party or a waiver of damages is signed by Lessse.

5.6 Restrictions on Usa.

{a) Conformance With Laws. :

1., Lessee shall, at its own expense, conform to a1l applicable laws,
regulations, permits, orders or other directives of any public authority affecting the
Property or Lessee’s use or occupation of the Property.

2. Lessee shall, at its own expense, obtain all regulatory or proprietary
consents or approvals required to be nbtained from amy public authority or third party in
connection with any work on the Property {including, but not Timited to, the constructien,
repair, or replacement of any improvements) or Les3ee’s use or occupation of the Property.

3. Upon the State’s request, Lessee shall provide, at its own expense,
evidence of compliance with Subsections 1 and 2 above {including, but not Vimited to,
copies of permits, Ticenses, or orders).

) . Lessee shall correct, at Lessee’s own expense, any failure of campliance
with the terms of Subsections 1 through 3 above.

(b} Refuse. Lessee shall not make, or suffer to be made, any filling in of the
Property or any deposit of rock, earth, ballast, refuse, garbage, waste matter (including
chemical, ‘biological or toxic wastes), hydrocarbons, any other pallutants, or other matter
within or upon the Property, except as approved in writing by State. If Lessee shall fail
to vemove all nonappraoved fill material, refusa, garbage, wastes or other of the above
materials from the Property and restore the Property to its condition immediately prior to
the deposition of the unauthorized material, Lessee agrees that State may remove such
materials and charge Lessee for the cost of removal and disposal together with interest
thereon from the date of expenditure at the rate specified in Subsection 3.4 above.

(c) MHaste. At all times during the Term, Lessee shall naither commit nor suffar
waste to be committed to the Property.

{d) Hazardous. Toxic, or Harmful Substances.

. 1. Lessee shall not keep, use, disposa, transpert, generate, and/or sell an
or about the Property, any substances now or hereinafter designated as, and/or containing
compenents now or hereinafter designated as, and/ar which are subject to regulation as,
hazardous, toxic, dangerous, or harmfu) by any federal, state or local law, requlation,
statute or ordinance, including but not Vimited to RCRA, CERCLA, SARA, and the Washington
Mode] Toxic Coatrol Act (hereinafter collectively referred to as “Hazardous Substances”),
in viclation of any such law, regulation, statute, or ordinance.

2. Lessee shall promptly notify State of all spills or releasas of any
Hazardous Substances, which are otherwise required ta be reportad to any faderal, state,

22-002774
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or Jacal regulatary agesuy and, noon natics theracf, shal: promotly notify Stata of ail .
feilures to comply with any fed 7, state, or iocal Vaw, regulation or; ‘nance, as faw
enacted, or as subsequently ena.. .d or amended, 211 inspections of the P .riy by any
ragulatary entity cencerning the same, all reculatory orders or fines, and al) response or
intarim clzanup actions taken by or propossd to be taken by any government antity or
private party on the Property. .

3. Lassee agrees to conduct, at its awn expense, 2ll tests, audits,
surveys, or investigations requestad by State, in writing, during the Term of tha Lease as
are reasonable and necassary to ascertain the existence, scope, or effects of Hazardous
Substancaes on the Property, adjacent property, or associated natural resources where State
has reason to belisve the Hazardous Substances result from or are associated with Lessea’s
usa, occupation, or control of the Property or adjacent property by Lessee, any
predecessor-in-interest of Lassee, or any entity related to Lessee, and to provide the
rasults of such tests, audits, survays, or investigations to State. If Lessea fails te
conduct such tests, State may canduct such tests apd State shall be entitled to receive
full veimbursement from Lessee upon demand, together with interest thareon from the date
of expenditure at the rate statsd above.

4. Lessee shall be fully and cempletely liable to State, and shall waive
any claims against Stata for contribution or otherwise, and shall indemnify, defend, and
save harmless State and its agencies, employees, officers, directors, and dgents with
respect to any and all liability, damages {including damages to land, aquatic life, and
other matural resources), expensas, causes of action, suits, claims, costs (including
testing, auditing, surveying, and investigation costs), fees {including attorneys’ fees
and costs), penalties (civil and criminal), and response, cleanup, or remediation costs
assessed against or imposed upon Lessee, State, or the Property, as a result of Lessee’s
contro] of the Property, or Lessee’s use, dispasal, transportation, generation and/or sale
of Hazardous Substances or that of Lesse2’s employees, agents, assigns, sublessees,
contractors, subcontractors, licensees, permittees, or invitees, and for any breach of
this Subsection 5.6(d).

(e} Marine Plastics Act. Lessee shall, in addition to compliance with all sther
applicable Taws and reguiations, comply with the Marina Plastic Pollution Research and
Contral Act of 1987 (Public Law 100-220). Under that Act, Lessee may be required among
other things to provide waste reception facilities, permit Coast Buard inspection of the
adequacy of these facilities, and provide for waste handling and disposition.

{f) Lessee to Take Carrectiva Action. The parties expressly agree that Lessee
Wwill, at its own expense, upon apy failure to comply with the above
" Subsections 5.6(a}-{e}, and upon direction to do so by State, take corractive or
remediation action measures satisfactory to State to restore the Property, as nearly as
possible, to the condition the Property would have been in absence of such failure to
comply (with lack of or failure to expend funds not to adversely affect the possibility of
restoration). If Lessae fails to da so, Lessee agrees that State may take such corractive
action and State shall be entitled to receive full reimbursement therefore from Lessee
upon demand, together with interast thereon from the date of expenditure at the rate im
Subsection 3.4 ahove.

5.7 Development Rights. Lessee shall not undertake developmsnt of the Praperty excapt
in accordance with Subsection 5.3 above. Lessee shall not represent to any persom,
governmental body, or other entity, that Lessee is the fee owner of the Property, nor
shall lessee execute any petition, application, permit, plat, or other document on behalf
of State as the "owner” of the Property without State’s express written cansent which may
be withheld for any reason whatscever. Lessee, in its own name and as Lessee under this
Lease, may execute and apply for permits, petitions, or applications in connection with
work allowed pursuant to Subsection 5.3 above. Lessee shall notify State in writing of
any propased or pending governmental action of which Lessee receives written notice which
affects the Property, jts zoning or the right to develop the Property for any future use,

5.8  Control and Indemnification. During the Term of this Lease, Lessee shall have
exclusive control and possession of the Proparty (subject to easements or other land uses
that may be granted under Subsection 5.5, and any interference by third parties as
identified in Subsection 10.2), and State shall have no 1iabilities, obligations, control,
or rvesponsibilities whatsoever with respect thereto, or with respect to any plans eor
specifications subaitted to State pursuant to this Lease, or improvements or repairs made
ta the Property or any activity conducted thereon. State’s approval or disapproval of any
such plans and specificatians or improvements shall not render State liable therefere.

5.9 Reports. Lessee shall:

. {a)  Submit a written report to State prior to February 1, of each calendar year in
which Lessee shall summarize and describe a1l uses which have occurred upon the Property
during the preceding calendar year.

(b) Provide copies to State of all monitaring reports prepared and submitted by
Lessee as required by any federal, state or lacal permit, including but not limited to any
HPDES Permit, Army Corps of Engineer Permit, State Hydraulics Permit, State Water Quality
Certification, or Substantial Develapment Permit, where such reperts concern water quality
or sediment quality.
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6. IHPROVEMENTS R .
5.1 Autnorirzaed Improvements. .

fa) [Existing Imorovements. There are censtructed upon the Property as of the date
of this La2ase, the following impravemenlts: lione. AIl of tha improvements on the
Property as of the date of this Lease shall be considered to be the property of_Lessee
(*Lasses-owned Improvements”). Lassee acknowledges ownership of, 2ad responsibility for,
all tessee-owned Improvements.

(b} Hew Improvements.

1. Any improvements made to the Property during the Term, subject to the
exclusion belaw, shall be referrad o herein as "New lmprovements.” Naw Improvements
shall not include: any construction, reconstruction, altaration, or addition to ths
existing Improvements on the Property made by Lessee pursuant to its obligation to
maintain the Property in good order and repair, including, without Vimitatioa, repairs,
replacements, recenstruction, alterations, or additions made pursuant to
Subsactions 9.2 or 11.1 halow: or any unauthorized improvements made to the Property. New
Improvementis shall include any material changes, alterations, or modifications to the
Existing Improvements, not excluded by the preceding sentence.

o New Improvements shall be placed on the Property without the priar
written consent of State. There are authorized teo be constructed upon the Proparty, as of
the date of this Lease, the following improvements: 4 concrete pile bents to support a 15
foot wide solid and grated fized pier and eight concrete pilings, and two steel piling as
shown on Exhibit A and C and per construction plan identified as Exhibit 8. Construction,
reconstruction, altaration, or additions to the Existing Improvements on the Property made
by Lesses pursuant to its obligation te maintain the Property in good order and repair may
be undertaken by Lessee after written notice to State and State‘s prior written consent
shz1]l not be required.

3. All isproverents, repairs, alterations, maintanance, and replacements ta
the Property shall be made in a good and workmanlike manner and in compliance with all
applicable building and zoning codes, shorvelines management, health, safety, and
environmantal laws and other legal requiremsznts.

4. The plans and specifications for any and all New Improvements including
amendments of such plans and spacificatiens, shall be submitled to State for its prier
approval, which approval will not be umreasonably withheld.

5.  'No New Improvements shall be made except under the supervision of an
architect or engineer selected by Lessee and approved in writing by Staie, which approval
will not be unreasonably withheld.

6. Upon completion of any improvements, repairs or alterations ta the
Praperty, the léssee shall furnish State with a certificate of substantial completion of
such work executed by the Lessee or its architect or engineer, and a complete set of “as
built™ plans showing all changes or alterations. The Lesses shall also furnish to State
copies of certificates of occupancy or other similar documents issued to certify
-complation of construction in compliance with applicable requirements.

{c) Ownership. A1l new improvements authorized under Subsection 6.1(b) made to
the Proparty or installed thereon by Lessee during the Term, and all Lassee-owned
Improvements, shall remain the property of Lessee until the Termination Date, whather such
date occurs at the end of the stated term of this Lease ar upon earlier cancellation,
termination, or surrender, at which time ownership of said improvements shall, at State’s
option, revert to and become immediately vested in State, without payment therefor by
State. Lessee hereby conveys and quitclaims to State as of the Termination Date, all
interest in and to all NHew Improvements and all Lessee-owned Improvements, contingeat upon
Stata’s exercise of its option.

(d)  Removal of Certain Improvements. Lessee agrees to sever, remove, and dispase
of all Hew Improvements and/or Lessee-owned Improvements to which State dees not elect to
claim title by the Terminat{on Date. IF such action is not taken by Lessee, Lessee agrees
that State may remove such improvements and charge Lessee for the cost of remova) and
disposal, together with interest therson from the date of expenditure at the rate stated
above. It shall be the duty of Lessee to inquire of State as to whether State will
exercise its option to take ownership of all, or a portien of, the New Improvements and/or
Lessea-owned Improvements sufficiently, but in no evant Tess than sixty (60) days, in
advance of the Termination Date to permit Lasses, in the event State declines to claim
Si:]a, to sever, remove, and dispose of the unclaimed improvements by the Termination

ate.

6.2 Unauthorized Improvements.

(a)  Improvements made on or to the Property without State‘s prior written censent
or not in conformance with the approved plan of develapment (not jncluding repairs,
maintenance or replacements due to ordinary wear) {“*Unauthorized Improvemants”), shall
immediately become the property of State, unless State elacts otherwise.

(b)  State may, at its option, require Lassee to sevar, remove and dispose af any
or all Unauthorized Improvements, or, in additien to any other remedy Statz may have for
such breach of the Lease, State may charge Lessee Rent for the use of such improvemants
based upon the value thereof, which Rent shall be dus and payable togethar with all
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fnstallaents of Rent due .eveupder. IF Lessee Fails te szver and complate removal of such
Unauthorizad improvements with” ‘'hirty [30) calendar days of request fy wovil bg
State, State pay (f) remove ant _ .spose of such Unauthorizad Improvement. . Lessee’s
expanse; (11) cancel this Lease; or (i) pursve any othar remadies for defaull provided
that 2]l such ssverance and completion of removal must be sccomplished by the Terminaticn
Date. Any cost of removal and disposal borme by Stats shall beccme an obligation of
Lessee duz and owing under this Lease together with interest thereen from the date of
expenditure at the rate stated above.

6.3 Trade Fixtures. .

(a) A1l trade fixtures brought onto the Property by Lessee shall remain the
property of Lessee. lessee agrees to ssver and remove those fixtures by tha Termination
Date.

(b) All trade fixtures allowed to remain on the Property thereafter s@al], at
State’s option, become the property of State. If State does not elect to claim title to
said trade fixtures, Lessee agrees that State may remove and dispose of such trade
fixtures. Any costs of removal and disposal borne by State shall becoms an obligation of
Lessee due and owing under this Lease together with interest thercon from the date of
expenditure at the rate stated above.

§.4 Hechanics, Liens, Labor Liens, and Project Campletionm.
{a) Hechapics and Labor liens. . Lessee agrees that it will not permit any claim of

tien made on any mechanic, materialman, laborer, or other similar lieas to stand agaipst
the Praperty, any improvements or trade fixtures located therson, or Lessee’s Jeasshold,
for work, labor, services, or materials furnished to Lessese or its sublesseas in
connection with any construction, improvements, alterations, maintenancs, or repair
thereof made by Lessee or its agents or sublessees upon the Property. Lessee further
agrees to cause any such claim of Tien to be fully discharged within thirty {30) calendar
days after the date of Filing thereof. [n the event Lessee in good faith disputes the -
validity or amount of any such claim of 1ien, and Lesse= shall, at Lessee’s expense, giva
to State such security as State may reasonably require, indemnifying State, the Property,
improvements and trade fixtures on the Property, and Lessee’s leasehold against all
liability, costs and expenses, including attorneys’ fees, which State may incur as a
res¥1t of the lien, then Lessee shall not be deemsd te be in breach of this Subsection 6.4
so long as:

I. Lessee is diligently pursuing a resolution of such dispute;

2. At no time is the Property, any improvements or trade fixtures located
thereon, or Lessea's leasehald in any danger of being sold, forfeited or lost; and

) 3. Upon entry of final judgment resolving the dispute if litigatian or
arbitration results therefrem, Lessee discharges said lien within the time 1imits
specified ahove. Nothing contained in this section shall be deemed a waiver of any
p§u¥isioh of Washington law which exempts property owned by State from any such lienm
claims.

(b): Security for Completion of Changes and Improvements. Lessee shall provide
security for the completion of all construction, all changes or alterations to the
Property, and all improvements thereon, and for the payment in full of claims of all
persons for work performed im, or materials furnished for construction by either of the
following methods:

| Posting a surety bond issued by a corporate surety acceptable to State
in an ampunt equal to the cost of all comstruction, changes, alterations or improvements,
said bond to be deposited with State and to remain in effect until the work shall have
been constructed and insured as provided in this Lease, and the entire cost of the
alterations shall have been paid in full, free from all liems and claims of contractars,
subcontractors, mechanies, laborers, and materialmen. Said bond shall be conditioned upon
the faithful perfarmance of the provisions of this Lease by Lessee, and shall give all
claimants the right to action to recover upon such bond.

2. Any other methed first approved in writing by State.

1. ASSIGNMENT ANB SUBLETTING

7.1 Assignment and Subletting. ’
(a) State Consent Reguired. Lassee shall not hypothecate, mortgage, assign,

encumber, transfer, sublease or otherwise alienate this Lease, or any interest therein or
engage in any other transaction which has the present effect or future possibility of
transferring the right of enjoyment of the Praperty without the prior written consent of
State, which shall not be unreascnably withheld or delayed. In granting such consent,
State resevves the right ta: (1) Change the terms and conditions of this Lease, inciuding
the rental terms, as it may affect the tramsferee; (2) Consider, among other items, the
proposed transferee’s financial condition, business reputation, the nature of the proposed
transferee’s business, the then current value of the Praperty, and such other factors as
may reasunably bear upon the suitability of the transferee as a lassee of the Property;
and, (3) Require Lessee or transferee to conduct such tests, audits, surveys, or
investigations as are identified in Subsection 5.6(d)(3). Lessee shall submit informatian
regarding any proposed transferee or assignes under this Subsection 7.1 to State at laast
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thirty :30) days prior to che date of the propasad transfa, or assignment. Consenb of
State to any orz transfer shall ¢ constitute a walver of State’s right 7 approve
sunseguent transfers. .

{b) Rent Pavments Following Assignwent. The acczpiance by State of the payment of
Rent ¢ollowing an assignmenl or otner transfer shall nct constitute consant to aay
assignment or transfer, and ‘State’s conseat sha)l be evidenced only in writing.

(¢} Terms of Subleases. Lessea agrees that all subleases submitted to State for
its approval shall include the following terms:

1. Tha sublease shall be comsistent with and subject to all the terms 2nd

conditions of this Lease.

2. If the subjease conflicts with the terms and conditions of this Lease,
this Lease shall govern.

3 The term of the subl=ase (including any period of time covered by a
renewzl option} shall end before the Termination Date of this Leasa.

4. The sublassee shall receive and acknowledge receipt of a copy of this
Lease.

g The sublease shall termianate if this Lease terminates, whethar upen

expiration of the Term or earlier cancelation, surrender or tarmination for any reason.
o1 & The sublease shall prehibit the prepayment of Rent to the Lessee by tha
sublessee.

7. The sublease shall identify the rental amount to be paid to the Lessas
by the sublessee.

8. The sublease shall confirm that there is no privity of contract between
the sublessse and the State.

9. The sublease shall rsquire removal of the sublessee’s trade fixiures and
improvements upon iermination of the sublease as provided under Subsection 7.1(c)3 ahove.

10. The sublessee’s permitted use shall be within the scope of the use
authorized in Subsection 5.3 above.

I1. At its own expensa, sublassee shall conform to all applicable laws,
requlations, permits, arders or othar directives of any public authority affecting the
Property or the sublessee’s use or cccupation of the Property, including, but not limited
to Laws of 1991, Chapter 200 (am Act Relating to 0i1 and Hazardous Substances). If
applicable, sublessee shall comply with all requirements of Laws of 1991, Chapter 200,
tncluding but not Timited to operation in accordance with the required plan of operations
and maintenance of a corcurvent plan of operation.

7.2 Corporations, General Partnershios. Limited Partnerships.

(a) Corparations. It Lessee is a corporation, any merger, consclidation,
liquidation, or any change in ownership of, or the power to vote the majority of its
cutstanding voting stock, shall constitute an assignment of this Lease which requires
prior approval of State, whether the result of a single transaction or a series of
transactions.

(b)  Genzral Partnerships. If Lessee is a general partnevship, the death,
withdrawal or expulsion of a partner or partners owning, or transfer ar interests
reprasenting, in the aggregate more than fifty percent (50%) of the partnership profits or
capital shail constitute an assignmant of this Lease which requires prior approval of
State, whether as the resylt of a single transaction or a serias of transactions.

{c) Limited Partnarships. If Lessee is a limited partnership, the death,
withdrawal or expulsion of any general partner shall constitute an assignment of this
Lease which requires prior approval of State.

- fd) Marital Communities. if Lessee is a marital cosmunity, the dissolution of the
marital community shall constitute an assignmant of this Lease which requires prior
approval of State.

7.3 Assignee Oblioatians. Each permitted assignes, or transferee, other than State,
shall assume and be deemed to have assumad all abligations under this Lease and shall
become 1iable for all payments and for the due performance and satisfaction of all
provisions, covenants, and conditions herein contained. Notwithstanding any such
assignment or transfer, Lesses shall ba and remain jointly and severally liable with the
gss;gnie or transferee for all obligations under this Lease, unless released, in writing,
y Stata.

7.4 Copies of Instruments. In connsction with any assignment, sublease, or tranéfer,
Lessee shall, at State’s option, provide State with copies of all assignments, subleases,
assumption instruments or other documentation.

Z.S Assignment by Stats. State may, if legally permissible, assign its interest in this
8ase.

7.6 Assigoment of Right to Receive Rentals. Lessee hereby assigns to State for the
purpose of sacuring all Lessee’s obTigatiens under this Lease the right to receive ali
rentals reserved under any sublease exacuted with respect to the Property. This Laase
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shall canstitute a sacuri.y agreement with resoect to tha rentals to be received .
thareunder, and Lessze shall ey ta such further decuments as may be re- ~ed to perfect
such security interest includij .ut not limited to UCT financirg states ..

8, LESSEE’S TMDEMNITY: SECURITY 80HD AND IMSURANCE .

8.1 Indemnitv. Lessee shall indemnify and save harmless State, its emp]nyees,_offlcers,
and agants from any and all liability, damages (including damages to land, aquatic life,
and other natural resources), expenses, causes of actien, suits, claims, costs, feas
(including attorneys’ fees and casts), penalties (civil and criminal), or judgments, by
any reason whatsoever caused, arising out of the use, occupation, or comtrol of the
Property by Lessee, {ts sublessees, invitees, agenis, esployees, 1i{censees, or permittee§
except as may arise solely out of the willful or grossly negligent act of State or State's
employees, officers, or agents. To the exteat that RCW 4.24.115 is applicable to any
indemnification provision of this Lease, State and Lessee agree that provision shall not
require Lesses to indemnify apd sava State harmless from State’s sole or concurrent
negligence if any. :

8.2 Bond or Other Security.

(a) Upon execution of this Lease, Lessee shall furnish State a good and sufficient
carporate surety bond or provide other security satisfactory to State (hersinaftar
referred to as "Boad") in an amount equal te §45,280.00, which shall secure the full
performance by Lesse2 of all the terms, conditions, and covenants of this Lease to be
performed by lessee, including, but not limited to, the payment by Lessee of all amounts
now or hersafter due and payable to State. The Bond shall be in a form and issued by a
surety company acceptable to State. The amount of the Bond may be adjusied by State at
the same time as the adjustment of the rent, as a condition of approval of assignment or
subleass of this Lease, upon any breach by Lessee of Subsections 5.6{b)-(d) above, upon a
change in the conditien of the improvements, or upon a request for a change in the
Permitted Use. A new or modified Bond shall be deliversd to Statz not less than thirty
(30} calendar days.following any adjusiment by State of the amount of the Bond.

(b) Upon any default by Lessee in its chligations under this Leasa, any or all of
the Bond may be appropriated by State to offset the 1iability of Lessee to State, but such
Bend and State’s appropriation thereof or realization thereon shall in no way limit the
1iability or other security or obligations of Lessze or the rights or remedies of State
nor shall such realization in any manmer reinstate. cure or relieve Lessee from a
tarmination of its rights under this Leasz following a material default. Lessee's failure
to have a Bond in force at all times during the Term in the full amount as required by
this paragraph shall constituts a material breach of this Lease.

8.3 Acauisition of Insurance Pelicies. Lessee shall, at its sole cost and expense,
pracure and maintain, or cause to be procured and maintained, during the entire Term, the
insurance described in Subsections 8.4 and 8.5, issued by an insurance company or
companiss licensed to do business in the state of Washington satisfactory to Stata,
covering and protacting Lessae, State, and the Property, including any improvaments.

8.4 Tvpes of Reguired Insurance.

{2} Comprehensive Gemera)l Liability Insurance. Lesses shall procure and maintain
comprehensive general 1iability insurance covering all claims with respect to injuries or
damages to persons or property sustained in, or about the Property, and the appurtenances
thereto, with limits of 1iabil#ty no less than: $1,000,000 for each cccurrence and not
l2ss than $2,000,000 annual aggregate for property damage in any one occurrence. Such
limits may be achieved through the use of umbrella 1iability insurance sufficient to meet
the raquirements of this section. The limit of 17ability may be adjusted by State at the
same time as adjustment of the Rent, a5 a condition of approval of assignment or sublease
of this Lease, upen any breach by Lessee of Subsections 5.6{b)-{d} above, upon a change in
‘the condition of the improvements, or upon a request for a change in the Permitted Use.

(b)  Physical Property Damage lasurance. Lessee shall procure and maintain
‘physical damage insurance covering all real and persanal property, excluding prcperty paid
for by sublessees or paid for by Lessee for which sublessees have reimbursed Lessea,
tocated on or in, or constituting a part of, the Property in an amount equal to at least
one hundred percent (100%) of replacement value of all such property, with commarcially
reasonable deductibles.

{c) Horker’s Compensation Insurance.

1. State of Washington Worker’s Compensation coverage, as applicable, with
respect ta any work by employses of Lessee on or about the Property. '

2. Longshore and Harbor Horker’s Act and Jones Act coverage, as applicable,
with respect to any work by employees of Lessee on or about the Property.

(d) Builder’s Risk Insurance. During construction, repair, alteration,
maintenance, or replacement of any improvements located on or in, or constituting a part
of the Property that may be made by Lessee, Lessee shall procure and maintain contingent
Hability and all builder’s risk insurance in an amount reasonably satisfactory to State
until such work is completed and evidence of complation is provided to the State.
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Stats a5 ap additional insured cept for Statz of Washington Workar’s ~ xensation} and
Lassze shall provide promptly .tate certificates of insurance and coi of policies
obtained by Lesses hereunder, provided that receipt of such palicies by State does not
copstituts approval by State of the terms of such policles. Further, all policies of
insuranc2 described in Subsection 8.3 shall: . .

(a) Be written as primary policies not contributing with and not in excess of
coverage that State way carry; .

(b) Centain an endorsement providing that such insurance may not be materially
changed, amendsd or cancelled with respect to State except after thirty (30) calendar
days, prior written natice from the insurance company to State; 3

(c) Contain an endorsement containing express waiver of any right of subrogation
by the insurance company against State and State’s officers, elected officials, agents and
employees;

{d) Provide that the insurance proceeds of any loss will be payable
notsithstanding any act or negligence of Lassee which might otherwise result in 2
forfaiture of said insurance;

(e} Expressly provide that State shall not be required to give notice of accidents
or claims and that State shall have no liability for premiums;

(f} Provide that all proceeds shall be paid jointly to Stata and Lessece.

3.5 Terms of Insurance. The{po1icias required urder Suozactions 8.3 and 8.4 shall name

8.6 State’s Acquisition of Insurance. I Lessee at any Lime during the Tera fails to
procure or maintain such insurance or to pay the premiums therefore, State shall have the
right to procure substitute insurance as State deems appropriate and to pay any and all
premiums thareon, and Lessee shall pay to State upon demand the full amount so paid and
expended by State, tcgether with interast thereon at the rata provided in Subsection 3.4,
hereof from the date of such expenditure by Statz until repayment thereof by Lesses.

9. EPAIRS

9.1 tate’s Repairs. State shall nat be required or obligated to make any rapairs,
alterations, maintenance, replacements or repairs in, on, or about the Praperty, or any
part thereof, during the Term of this Lease.

9.2 Lessea’s Repairs. Altaeration. Maintenance and Replacement.

(a) Lessee shall, at its sole cost and expense, keep and maintain the Property and
all improvements thereon and all facilities appurtenant thereto (regardiess of ownership)
in good order and repair and safe condition, sufficient for the safe conduct of any
activities or enterprises conducted on the Proparty pursuant to this Lease and keep and
maintain the whole of the Property, including all improvements in a clean, sanitary and
attractive condition.

(b}  Lessee shall, at its sols cost and expense, make any and all additiens to:
repairs, alterations, maintemance, replacements ar changes about and to the Property,
which may be required by any public autherity affecting the Property and fts use.

{c) Ownership of Repairs,

1. All repairs, alterations, maintenance to, or replacement of the
Property, including any state-owned improvements, as defined in Subsectiom 6.1, shall
immediately become the property of State.

2. A}l repairs, alterations, maintenance to, or replacemenl of New
Improvemants and/or Lessee-ownad Improvements, as defined in Subsection 6.1, shall remain
the property of lessea subject to the terms of Subsection 6.1.

3. All ropairs, alterations, maintenance to, or raplacements of any
Unauthorizad Improvements as dafined in Subsection 6.2 shall immediately become the
property of State subject to the terms of Subsection 6.2.

@iz

9.3 Condition at End of Lease. Upon vacating the Property oa the Termination Date,
Lessee shall leave the Property and all improvements thereon ta which State has elected tg
claim title in the state of repair and cleanlinass required to be maintained by Lessee
during the Term of this Lease and shall peaceably surrender the same to State.

10.  DISCLAIMER OF TMPLIED COVENAMTS OF POWER T0_LEASE_AND QUIET EMJOYMENT

10.1 Power ta Lease. State believes that it has full right, power and authority to make
this Lease. However, State expressly disclaims and Lessee expressly releases State from
any and a1l claims for breach of any implied covenant of power to Tease.

10.2 Quiet Enjoyment. State expressly disclaims and Lessee expressly releases State from
any claim for breach of any implied covenant of quiet emjoyment with respect to the
possession of the Proparty during the Term of this Lease or any holdover. This
disclaimer includes but is not 1imited to, interference arising from or in connection with
access or other use rights of adjacent property owners or the public over the water
surface ar in or under the water column, rights held by Indian tribes, and the general
power and authority of State and the United States to regulate the use of navigabie
waters, bedlands, tidelands, and shorelines. Ia the avent that Lassee is evicted from the
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Property by reason of suc.essful assertion of any such riynts, this Lease'sh§11 be deemgd
Lerminated as of the date of sy “aviction. In the event of a partial er “ion, lessea’s
Rental obligations hersunder sh ~ abate as of the date of the partial & .jon in direct
proportian to the extent of the eviction, but in 211 aother respects, this Lease shall

ramajn in full force and effect.

T11.  OAMAGE OR DESTRUCTION
11.1 Possible to Repair Within Term.

(a) In the event of any damage to or destruction of the Property or any
improvements, Lessee shall promptly give written notice thereof to State. - Lessee shall
promptly raconstruct, repair or replace the Praperty as nearly as possible to its
condition immediately priaor to such damage or destruction. All such reconstructien,
repair and replacement shall be performed in accordance with the requirements of
Subsaection 9.2 above. )

(b) Llessee’s duty to reccastruct, repair, or replace any damage or destruction of
the Property or any improvements thereson shall not be conditioned upon the availability of
any insurance praceeds to Lessee from which the cost of repairs may be paid.

(c) Unless this Lease is tamminated by mutual agreement, there shall bz no
abatement or reduction in Rent during such reconstruction, vepair and replacement.

{ Any insurance proceeds payable by reason of the damage or destructfon shall be
made available to pay the cost of the reconstruction.

(2) In the event Lessee is in default under the terms of this Lease at the time
damage or destruction occurs, State may elect to terminate the Lease and State shall
thereafter have the right to retain any and all insurances procesds payable as a result of
such damage ov destruction.

(f) Upon completion of reconstruction, repair or replacement by Lessee, any
insurance funds in excess of the cost of such reconstruction, repair or replacement shall
be paid to Lessee proyided, however, State shall hava a lien on Lessee’s share of such
p;oceeds to the extant Lessee has failed to pay any momeys to State umder the terms of
this Lease.

11.2 HNot Possible to Repair Within Term.

If such damage or destruction cannot be substantially repaired within the time
remaining in the Term, this Lease shall terminate as of the date of such damage or
destruction. Any insurance proceeds shall be divided between State and Lessee proratad
based upon the unexpired Term of the Lease, with Lessee receiving a fraction therszof which
is equgl to the then remaining Term divided by the original Term, and State recejving the
remainder.

12,  CONDEMNATION
12.1 Definitions.

{a) Total Taking. The term “total taking,” as used in this Lease, means the
taking of the entire Property and any improvements thereon under the power af eminent
domain ejther by judgment or settlement in lieu of judgment, or the taking of so much of
the Property and improvements as to prevent the use thereof by Lessae or, in the judgment
of State, renders the Property impractical to operate for the uses and purpases
hereinabove provided.

' (b) Partial Taking. The term "partial taking™ means the taking of a portion only
of the Property which does not constitute a total taking as defined above.

(c)  Voluntary Conveyance. The terms *total taking” and *partial taking® shall
include a voluntary conveyance to any agency, authority, public wtility, persom or
corporate entity empowered to condemn property in 1ieu of formal court proceedings.

(d) Date of Taking. The term "date of taking” shall mean the date upon which
title to the Property or a portion thereof passes to and vests in the condemnor or the
effgctive date of any order for possession if issued prior to the date title vests in the
condemnor. -

12.2 Effect of Jaking. If during the Term hereof there shall be a Total Taking under the
power of eminent domain, then the leasehold estate of Lessee in and to the Property shall
cease and terminate as of the Date of Taking. If this Lease is so terminated, in whole or
in part, all Rentals and other charges payable by Lessse to State hereunder and
attributable to the Property taken, shall be paid by Lessee up to the Date of Taking by
the condemnor, and the parties thereupen shall be rzleassd from all further Tiability in
relation therete. If Lessee has pre-paid Rent, Lessee will be entitied to a refund of the
pro rata share of this pre-paid Rent attributable to the period after the Date of Taking.
In the event of a Partial Taking, such that Lessee is no longer able to use a portion of
the Property, there shall be a partial ahatement of Rent in a percentage equal to the
percentage of Property taken.

12.3 Allocation of Award. State and Lessee agree that in the event of any condemnation,
the award shal] be allocated between State and Lessee based upon the ratio of the Fair
Market Value of Lessee’s Leasehold Estate and Lessee-owned Improvements and New
22-002774
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Improvements on the Prope. ty and Stata’s imterest ia the rroperty, including State’s
landlord intersst in the Lease( “1 reversionary interest in Lessea-awned - ‘orovement§ and
Hlew improvemants, and ownershi State-owned lmprovemants. In the evd Jf a Partial
Taking, this ratio will be computed an the basis of the portion of Property or
improvemants takan, If Lesses and State are unable to agree on the allocation, it shall
be submitted to binding arbitration in accordance with the rules of the American
Arbitration Association.

13.  INSOLVENCY

13.1 Insolvency May Constitute Default. If a receiver or trustee is appointgd to take
passassion of all or substantially all of the assets of Lessee, or if any action is taken
or suffered by Lessee pursuant to an insolvency, bankruptcy or reorganizatien_act,
including the filing of a pstition in bankruptcy, or iF Lessee makes a general assignment
for the benefit of its creditors, and {f such appointment or assignment continues for a
period of thirty (30) calendar 'days, it shall, at State’s option, constitute a default by
Lessee and State shall be entitled to the remedies set forth in Section 14 belew, which
may be exercised by State without prior notice or demand upan Lesses. In the event that
any provision of this Section 13 is contrary to any applicable law, such provision shall
have no force or effect. b

13.2 Notice of Insolvency. Lessee shall bz required te notify State, within ten (10)
days of filing, that it has Filad a petition for reliaf under the bankruptcy code.

14, BREACH BY LESSEE
14.1 Breach and Default.

(a) Anmy breach of any provision of this Lease by Lessee, shall be deemed a default
after State has delivered to Lessee notice of the alleged breach and demand that the
breach be remedied immediately. Such a default entitles State to the remedias set forth
in this Lease or otherwise available at law or in equity. If Lessee shall promptly
commence to cure the default and shall.cure the default within for sixty (60) calendar
days after receipt of the notice; or within for sixty (60) calendar days after receipt of
the notice if the default pertains to the payment of rent, the breach shall no longer
constitute a default.

In the event State dzems the breach to constitute a threat to safety, life, or
property it may elect to intervene immediately without notice to remedy the breach and
Lessee hereby agrees to repay Stata for all costs in remedying the breach upan demand,
together with interest thereon from the date of expenditure at the rate set forth in
Subsectjon 3.4 above. Alternatively, State may require Lessee jtse}f to act immediately
to remedy the breach, should State deem it a threat to safety, life, or property.

14,2 Reletting in the Event of Default.
(a) State’s Right to Relet. In the event of a default, State, in addition to any

other rights or remedies that it may have, shall have the immediate right of re-entry.
Should State elect to re-enter or take possession of the Property, it may either terminate
this Lease or, from time-to-time without terminating this Lease, relet the Property or any
part thereof, for any term or terms and conditions as State in its sole discretion may
deem advisable with the right to complete construction of or make alterations and repairs
to the jmprovements. Lessee shall pay to State the cost and expenses incurred by State in
such reletting, completion of construction, or in making such alterations and repairs.

{b) Allgcation of Rentals. Rentals received by State from reletting shall be
applied: first, to the payment of any indebtedness, other than Rent, due hereunder from
Lessee to State; sacond, to the payment of Rent due and unpaid hereunder; and the
residual, if any, shall be held by State and applied in payment of future remt or damages
as the same may become due and payable hereunder. The balance, if any, at the end of the
Term shall belong to State. Shauld such rentals received from time-to-time from reletting
during any month be Jass than the Rent agreed to be paid during that month by Lessee,
Lessee shall pay the deficiency to State. The deficiency shall be calculated and paid
monthly. At the option of State following Lessee’s defaylt, State may accelerate and
demand as immediately due the difference between (i) all Rent reserved for the unexpired
portion of the Term following the event of Lessee’s default, and (ii) the fair market
rental value of the Property for the unexpired portion of the Term reduced by any costs of
State in reletting the Property, )

(c) Exercise of Right Not an Election. No such reletting of the Property by State
shall be construed as an election on its part to terminate Lessee’s obligations under this
Lease unless a notice of such intentien be given to Lessee or unless the termination
. thereof be decreed by a court of competent jurisdiction. Notwithstanding any such
reletting without termination, State may at any time thereafter elect to terminate this
Lease for such previcus breach, provided that it has not béen cured. Should State at any
time terminate this Lease for any breach, in addition to any other remedy it may have, +t
may recover from Lessee all damages it may incur by reasan of such breach.
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1S.  HOLDING OYER AND EAcIRATION

15.1 Unapproved Heldover. An~ 11diag over by Lessee without the expre  written consent
af State :shall net constitute \ .newal or extansion of this Lease or gl .essee any
rights in or to the Property and this Lease shall terminate without further nqtjca at the
Teraination Date. Such occupancy shall be subject to the same tevms and conditions as set
forth herein. At State’s option, Rant may be charged for 2ach month of occupancy, or any
portion thereof, on a prorated basis, equal to one hundred sixty percent (160%) of the
amaent of full fair market Rent due for the last month of the term of this Lease.

15.2 Approved Haldover. If Lessee shall, with the written consent of State, holdover
after the Termination Date, the resulting tenancy shall, unless otherwise mutually agreed,
be for an indefinite period of time on a month-to-month basis. During such month-to-manth
tenancy, lessee shall pay State Rent as provided herein, unless a differeat rate shall be
agreed upon, and shall be bound by 211 the terms of this Lease. v

16.  NOTICE

16.1 Procedure, Any notice requived or desired to be given under this Lease shall be in
writing with copies directed as indicated herein and shall be personally served or sent by
mail. Any netice given by mail shall be deemed to have been recefved when seventy-two
{72) hours have elapsed from the time when such notice was deposited in the United States
mails, correctly addressed to the party to be served at the last address given by that
party to the other party under the provisions of this Section 16. At the date of the
execution of this Lease, the address of State is:

DEPARTHENT OF NATURAL RESOURCES
Division of Aquatic Lands

1111 Washington Street SE

PO Box 47027

Dlympia, WA 88504-7027

and the address of Lessee is:
LA COHNER BOAT WORKS, INC.
Mr. Orin Edson
PO Box 261
La Conner, WA 98259

16.2 Chance of Address. Lessee shall notify State immediately of any change of address.

17.  SUCEESSORS .

17.1 Successors and Assigns Bound. The covenants and agreements contained in this Lease

shall be binding on the parties herato and on their respective successors and assigns, to

the extent the Lease is assigmable, and upon any person, firm, or corparation coming into

ownership or possession of any interests in the Praperty or improvements en the Praperty

?y gperation of law or otherwise, and shall be construed as covenants running with the
and.

18 TERMINATION .

18.1 Lessee’s Rights Cease Upon lLeasa Termination. Upan the termination of this Lease by
expiration of time or otherwise, the rights of Lessee and of all persons, firms,
corporations, and entities claiming under Lessee in and to the Property and all
improvements hereon, unless specified otherwise in this Lease, shall cease..

19.  MISCELLANEOHS
19.1 Headings. The Saction and Subsection headings used in this Lease are for

convenience only. They shall not be construed to Timit or to extend the meaning of any
part of this Lease.

19.2 Amendments. Any amendments or additions to this Lease shall be made in writing
executed by the parties hereto, and neither State nor Lessae shall be bound by verbal or
impliad agreements.

19.3 Waiver. The wajver by State of any breach of any term, covenant or conditien herein
contained shall not be deemed to he a waiver of such term, covenant or condition or any
subsequent breach of the same or any other term, covepant or condition herein contained.
The acceptance by State af Rent or any other sum owing, following a breach by Lessee of
any provision of this Lease shall nat constitute a waiver of any right of State with
raspect to such breach. State shall be deemed to have wailved any right hereunder anly if
State shall expressly do so in writing.
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19.4 GCumulative Remsdies. cach right, power and remedy ur Stake provided for in this
Laase or noW or hareafter exis ™~ , at law or in equity or by statute or /7 ~ywise shall be
rumylative and concuvrent and :__,1 be in addition to-avery other right, ier or remedy
provided far in this Leasa or now or hersafier existing at law or in aquity or by statute
or otherwise, and the commencement of the exercise by State of any onz or more of the i
rights, powers, or resedjes proyided for in this Lease or now or hgraafter axisting at law
or in equity or by statute, or otherwisz, shall not preclude the simultaneous or later
exercise by State of apy or a1l such other rights, powers or remedies.

19.5 Time of Fssence. Time is expressly declared to be of the essence of this Lease and
each and every covenant of Lessez hereunder.

15.6 Entive Agreement. This lease contains the entire agreemen® of the parties heresto

with respect to the matters coversd hereby, and no other agresment, statement or promise

made by any party hereta, or to any employee, officer or ageni of any party hereto, which

is not contained nerein, shall be binding or valid. . .

19.7 Lanquage. The word "Lessee” when used herein, shall be applicable to one (1) or
more persons, as the case may be, and if there be more thap one (1), the abligations

- hereaf shall be joint and several. The words “Parsons” whenever used shall include
individuals, firms, associations and corporations. This Lease, and its terms, have been
freely negotiated by State and Lessee. The language in all parts of this Lease shall in
all cases be construed as a whole and in accordance with its fair meaning, and shall not
be construed strictly for or against Statz or Lessee.

19.8 Invalidity, If any term or provision of this Lease or the application thereof to
any person or circumstance shall to any extent prove to be invalid, unenforceable, veid or
i1legal, the remainder of this Lease, or the application of such term or provision to
persons or circumstances other than those as to which it is invalid or unenforceabls,
shall not be affected thereby, and each term and provision of this Lease shall be valid
and ba enforced as written to the fullest extent permitted by law.

19.9 Applicable Law and Venue. This Lease shall be interpreted and construed under and
pursuant to the laws of the state of Washington. Any raference to a statute enacted by
the state of Washington shall refer to that statute as presently enacted and any
subsequent amendments thereto, unless the reference to said statute specifically provides
otherwise. The parties agres that venue for any action arising out of or in connection
with this Lease shall be in the Superior Court for Thurston County, Washingtan.

19.10  Authoritv. Persans executing this Lease on behalf of Lesses represent that thay.
are authorized to do so and represent and warrant that this Lease is a legal, valid and
binding obligation on behalf of Lessee, and is enforceable in accordance with its terms.

19.11 Date of Execution. The date thfs Lease is executed shall be deemed to be the day
and year when executed by State.

19.12 survival. Al1 obligations of Lessge to be performed after the Termination Date »
shall not cease upon the Termination of this Lease, and shall contipue as obligations

until fully performed. A1l clauses of this Leasa which require performance beyond the

Termination Date shall survive the Termipation Date of this Lease.
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19.13 Recordation. Lessce shall record this Lease in the zounty in which the Property is
located at Lessea’s sole expen s~ Lessee shall provide State with reco p v inforsation
including the data of racordat | and fila number. Lessas shall have th t {30) days
from the Commencement Date of the Leasa to comply with the requirements of this paragraph.

19.14 Oiscrimination. Lessee shall not conduct or suffer any business upon the Property
which unlawfully discrimirates against any person on the basis of race, color, creed,
religion, sex, age, or physical or mental handicap.
IN WITHESS WHEREOF, this Lease Agreement is executed on the day and year when
executed by the state of Washington. .
STATE:

STATE OF WASHINGTON

DEP;THENTjF NATURAL RESOURCES

KALEEN COTTIN&HW Supervisor

Date Mdm{d —L.\ ng‘l)

LESSEE:

LA CONNER BOAT WORKS, INC. a Washington
Corporation

HR. ORIN EDSON
PO Box 261
La Conner, WA 98253

Date fFam 25, 1555

APFROVAL OF
\ DOCUMENT TERMS

%ﬁﬁum
T Sectioa Mar,

VS Py My

/%\ ! Ciisicn Mgr.

o — ————

m:o:ﬁem.ﬂﬂ) ’yﬁ/"b
de25/22002779.1se
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CERTIFICATE OF ALCKNOWLEDGMenT L

STATE GF WASHINGTCH)
} ss.
Courty of Thurston L.

7

On this ijday of 7*’{6_(,2/?‘ , 19?_79_. parsonally app
KALEEN COTTINGHAM, to me known to have signature authorization delegated to her to sign
for JENNIFER H. BELCHER, the Commissioner ef Public Lands, and ex officio administrator of
the Dapartment of Matural Resources of the state of Washington, the department that
exacuted the within and foregoiang instrumeat cn behalf of the state of Washingtan, and
acknowledged said instrument tn be the free and veluntary act and deed of the state of
Washington fer the uses and purposes therein mantioned, and on cath stated that she was
autharized to execute said instrumant and that the seal affixed is the official seal of
the Commissioner of Public Lands for the state bf Washington.

before me

1N QITHNESS WHEREOF, I have hersunto set
and year first above written.

36,

:‘m‘gﬂj}angj and affixed my official seal the day
- .

"

=\ OF Wiaas
“~eTEY PUBLIC in and for the

state of Washington

My commission expires 7/2:&/‘;’)
4

CERTIFICATE Of ACKNOWLEDGMENT

STATE OF wa;lx.'..-.,;'!w)
' ) ss.
County of 77t}
On l_[n's A7 day of i Ltirp yoer , 1895, personally appsared before me

Vedio {aei A . to me Known to be the _ iiyics . of
the‘qcnrporatinn that exscuted the withio and foregoing instrument, and acknowledged said
instrumant to be the freg and voluntary act and dezd of said corporation, for the uses and
purposes therein mentioned, and on oath stated that (he/she wds) (they were} authorizad te
exacute said instrument for said corporation and that the seal affixed is tha corporatea
seal of said corparation.

IN WITNESS WHEREOF, [ have hereunto set my hand and affixed my offFicial seal the day
and year first above written.

SEAL

OV e’
A LA sl (L
NOTARY PUBLIC in and for_the

state of __j- . LA T

[é]
My commission expires _.8 /.9¢/9¢
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Notice of and Consent to Assignment of Lease
Harbor Area Lease 22-002774
Exhibit 3

S Permitted Use
Lessee shall have use of the Property only for the use as a private marina and for no other
purpose whatsoever. State’s prior written consent shall be required for any change in use
of the Property or any portion thereof.
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ALTA COMMITMENT
Title Order No.: 01-171328-SE
EXHIBIT A

PARCEL “A”:

Lot 1, Short Plat No. 93-023, approved August 5, 1993, recorded August 9, 1993 in Volume 10 of
Short Plats, pages 220 and 221, under Auditor’s File No. 9308090003 and being an portion of
Government Lot S of Section 25, Township 34 North, Range 2 East, W.M. and Tract 5, “PLATE
NO. 17, TIDE LANDS AND SHORELANDS?” of Section 25 and 24, Township 34 North, Range
2 East, W.M., LaConner Harbor, Skagit County, State of Washington, as per plat on record in the
Office of The Commissioner of Public Lands at Olympia, Washington.

TOGETHER WITH AND SUBJECT TO that Gravel Drive as depicted on the face of said Short
Plat No. 93-023.

Situate in the County of Skagit, State of Washington.

PARCEL “B™:

Lot 2, Short Plat No. 93-023, approved August 5, 1993, recorded August 9, 1993 in Volume 10 of
Short Plats, pages 220 and 22 1, under Auditor’s File No. 9308090003 and being an portion of
Government Lot 5 of Section 25, Township 34 North, Range 2 East, W.M. and Tract 5, “PLATE
NO. 17, TIDE LANDS AND SHORELANDS?” of Section 25 and 24, Township 34 North, Range
2 East, W.M., LaConner Harbor, Skagit County, State of Washington, as per plat on record in the
Office of The Commissioner of Public Lands at Olympia, Washington.

TOGETHER WITH AND SUBJECT TO that Gravel Drive as depicted on the face of said Short
Plat No. 93-023.
Situate in the County of Skagit, State of Washington.

END OF EXHIBIT A
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