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TENANT SHALL NOT HAVE A PREFERENCE RIGHT TO REEASE IF IT IS IN DEFAULT UNDER THE TERMS OF
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NINETY (90) DAYS PRIOR TO THETERMINATION DATE OF THISLEASE. IF THE STATE DETERMINES A
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4.4 AUDIT. STATE SHALL BE ALLOWED TO INSPECT AND AUDIT THE BOOKSCONTRACTS AND
ACCOUNTS OFTENANT TO DETERMINE WHETHER OR NOTSTATE IS BEING PAID THE FULL AMOUNT
OWED TO IT UNDER THISLEASE. |F THE AUDIT DISCLOSES THATTENANT HAS UNDERPAID THE AMOUNT

DUE TO STATE BY TWO PERCENT(2%) OR MORE, TENANT SHALL .....uvveeiuvieeiuieeeenieeeeieeeeerieeeeneeeeeanes 5
PAY TO STATE, ON DEMAND, THE COST OF THE AUDIT ANY DEFICIENCY SHALL BE PAID TOSTATE
WITHIN THIRTY (30) DAYS OF DELIVERY OF THE AUDIT TOTENANT. ...cvvviiiitiieeitieeeetieeeerieeeereeeeeneead 6..
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PAYMENT. IN ADDITION TO THE ANNUAL RENT DESCRIBED$ECTION4.1, TENANT WILL PAY TO THE
STATE A ONETIME RESOURCEASSESSMENT PAYMENT QF | DOLLARS[$ | FOR THE
VALUE OF THE EXISTING NATURAL SHELLFISRENT SHALL BE CHARGED ACCORDING TO THE SCHEDULE
SET FORTH INEXHIBIT C.] 6
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TELEPHONE SERVICE. ... it n st e s s s s e sa e aaeas 6
5.2 TAXES AND ASSESSMENTS TENANT SHALL PAY ALL TAXES (INCLUDING LEASEHOLD EXCISE
TAXES), ASSESSMENTSAND OTHER GOVERNMENTAL CHARGES OF ANY KIND WHATSOEVER,

APPLICABLE OR ATTRIBUTABLE TO THEPROPERTY, TENANT’S LEASEHOLD INTEREST THE
IMPROVEMENTS OR TENANT’S USE AND ENJOYMENT OF THEIPROPERTY. ...ucuuitiiiniiiineaneeneeneensennenneanen 6
5.3 RGHT TOCONTEST. TENANT MAY, IN GOOD FAITH, CONTEST ANY TAX OR ASSESSMENT AT ITS
SOLE COST AND EXPENSE AT THE REQUEST OFSTATE, TENANT SHALL FURNISH REASONABLE
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PROTECTION IN THE FORM OF A BOND OR OTHER SECURITSATISFACTORY TOSTATE, AGAINST ANY

LOSS OR LIABILITY BY REASON OF SUCH CONTEST ...ttt s s n s e s n e 6
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5.5 FRAILURE TO PAY. IF TENANT FAILS TO PAY ANY OF THE AMOUNTS DUE UNDER THI$ EASE,
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UNPAID AMOUNT TO A COLLECTION AGENCY AS PROVIDED BYRCW 19.16.50@R OTHER APPLICABLE
LAW. UPON REFERRAL TENANT SHALL PAY COLLECTION AGENCY FEES IN ADDITION TO THE MPAID
AMOUNT. UNDERRCW 19.16.500A COLLECTION AGENCY FEE OF UP TO FIFTY PERCENB0%) OF

THE FIRSTONE HUNDRED THOUSAND DOLLARS ($100,000)0F UNPAID DEBT AND UP TO THIRTY¥FIVE
PERCENT(35%) OF UNPAID DEBT OVERONE HUNDRED THOUSAND DOLLARS ($100,000)s
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6.4 NO ACCORD ANDSATISFACTION. IF TENANT PAYS, OR STATE OTHERWISE RECEIVESAN

AMOUNT LESS THAN THE FULL AMOUNT THEN DUE STATE MAY APPLY SUCH PAYMENT AS IT ELECTS

IN THE ABSENCE OF AN ELECTIONTHE PAYMENT OR RECEIPT SHALL BE APPLIED FIRST TO ACCRUED
TAXES WHICH STATE HAS ADVANCED OR MAY BE OBLIGATED TO PAY, THEN TO OTHER AMOUNTS
ADVANCED BY STATE, THEN TO LATE CHARGES AND ACCRUED INTERESTAND THEN TO THE EARLIEST
RENT DUE STATE MAY ACCEPT ANY PAYMENT IN ANY AMOUNT WITHOUT PREJUDICETO STATE'S

RIGHT TO RECOVER THE BALANCE OF THE RENT OR PURSUE ANY OTHERGHT OR REMEDY. NO
ENDORSEMENT OR STATEMENT ON ANY CHECKANY PAYMENT, OR ANY LETTER ACCOMPANYING ANY
CHECK OR PAYMENT SHALL CONSTITUTE OR BE CONSTRUED AS ACCORINE SATISFACTION............... 7
6.5 No COUNTERCLAIM, SETOFF, ORABATEMENT OFRENT. EXCEPT AS EXPRESSLY SET FORTH
ELSEWHERE IN THISLEASE, RENT AND ALL OTHER SUMS PAYABLE BYTENANT PURSUANT TO THIS
LEASE SHALL BE PAID WITHOUT THE REQUIREMENT THATSTATE PROVIDE PRIOR NOTICE OR DEMAND
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SECTION 7 IMPROVEMENT S ... e a e 7
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EVERY PERSON SIGNING ON BEHALF OFENANT IS AUTHORIZED TO DO SO UPONSTATE’'S REQUEST
TENANT WILL PROVIDE EVIDENCE SATISFACTORY TCSTATE CONFIRMING THESE REPRESENTATIONS
THIS LEASE IS ENTERED INTO BYSTATE PURSUANT TO THE AUTHORITY GRANTED IT INCHAPTERS
79.10510 79.135 RCWAND THE CONSTITUTION OF THESTATE OF WASHINGTON. ...uvvviiiiiiieeneeannas 29
18.2 SUCCESSORS ANDASSIGNS THIS LEASE SHALL BE BINDING UPON AND INURE TO THE BENEFIT
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18.8 LANGUAGE. THE WORD“T ENANT” AS USED IN THISLEASE SHALL BE APPLICABLE TO ONE OR
MORE PERSONSAS THE CASE MAY BE THE SINGULAR SHALL INCLUDE THE PLURAL, AND THE NEUTER
SHALL INCLUDE THE MASCULINE AND FEMININE. |F THERE IS MORE THAN ONEIENANT, THEIR
OBLIGATIONS SHALL BE JOINT AND SEVERAL THE WORD“PERSONS’ WHENEVER USED SHALL
INCLUDE INDIVIDUALS , FIRMS, ASSOCIATIONS AND CORPORATIONS......ociiiiiiiiiii e 30
18.9 INVALIDITY . IF ANY PROVISION OF THISLEASE SHALL PROVE TO BE INVALIQ VOID, OR
ILLEGAL, IT SHALL IN NO WAY AFFECT, IMPAIR, OR INVALIDATE ANY OTHER PROVISION OF THISLEASE.
30
18.10 APPLICABLELAW AND VENUE. THIS LEASE SHALL BE INTERPRETED AND CONSTRUED IN
ACCORDANCE WITH THE LAWS OF THESTATE OF WASHINGTON. ANY REFERENCE TO A STATUTE
SHALL MEAN THAT STATUTE AS PRESENTLY ENACTED OR HEREAFTER AENDED OR SUPERSEDED
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VENUE FOR ANY ACTION ARISING OUT OF OR IN CONNECTION WITH TBILEASE SHALL BE IN THE
SUPERIORCOURT FORTHURSTONCOUNTY, WASHINGTON. ...etuiteitieeiieeneetneeaeeieenneeneeeneenneeneenns 30
18.11 RECORDATION. TENANT SHALL RECORD THISLEASE OR A MEMORANDUM DOCUMENTING THE
EXISTENCE OF THISLEASE IN THE COUNTY IN WHICH THEPROPERTY IS LOCATED AT TENANT’S SOLE
EXPENSE THE MEMORANDUM SHALL CONTAIN, AT A MINIMUM , THE PROPERTY DESCRIPTIONTHE
NAMES OF THE PARTIES TO THE.EASE, THE STATE’'S LEASE NUMBER AND THE DURATION OF THE
LEASE TENANT SHALL PROVIDE STATE WITH RECORDING INFORMATION INCLUDING THE DATE OF
RECORDATION AND FILE NUMBER TENANT SHALL HAVE THIRTY (30) DAYS FROM THE DATE OF
DELIVERY OF THE FINAL EXECUTED AGREEMENT TO COMPLY WITH THREQUIREMENTS OF THIS
SUBSECTION18.11. ETENANT FAILS TO RECORD THIS_EASE, STATE MAY RECORD IT AND TENANT

SHALL PAY THE COSTS OF RECORDING UPOSTATE'S DEMAND. ... ccuutvuiineeieetneeteeaneesneesneesneennennns 30
18.12 MODIFICATION. ANY MODIFICATION OF THISLEASE MUST BE IN WRITING AND SIGNED BY THE
PARTIES ORAL REPRESENTATIONS OR STATEMENTS SHALL NOT BIND EITHER PAR. ........cccvvvvnnnnn. 31

18.13 SRVIVAL. ANY OBLIGATIONS OF TENANT WHICH ARE NOT FULLY PERFORMED UPON
TERMINATION OF THISLEASE SHALL NOT CEASE BUT SHALL CONTINUE AS OBLIGATIONS UNTIL FULLY
e 0 1 5 31
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DEPARTMENT OF NATURAL RESOURCES
DOUG SUTHERLAND, Commissioner of Public Lands

GEODUCK AQUACULTURE LEASE
GEODUCK AQUACULTURE LEASE NO. «Agreement_Number»

THIS LEASE is made by and between the STATE OF WASHIR®GT acting through the
Department of Natural Resources (“State”), and «LessameN, a

[Washington corporation -OR- partnership -OR- marital community -OR- singleindividual],
(“Tenant”).

BACKGROUND

Tenant desires to lease the aquatic lands commonly kasw@ommon_Property Name»which is
tidelands, located irCounty» County, Washington, from State, and State desiresi$e ldhe property
to Tenant pursuant to the terms and conditions of thisd.ea

THEREFORE, the parties agree as follows:
SECTION 1 PROPERTY

1.1 Property Defined.

(@) State leases to Tenant and Tenant leases fraetBeareal property described in
Exhibit A together with all the rights of State, if amg improvements on and
easements benefiting the Property, but subject to tleptaas and restrictions set
forth in this Lease (collectively the “Property”).

(b) This Lease is subject to all valid interests ofttiparties noted in the records of
«County» County, or on file in the office of the Comsmoner of Public Lands,
Olympia, Washington; rights of the public under the PubliesTDoctrine or federal
navigation servitude; and treaty rights of Indian Tribes.

(c) Not included in this Lease are any right to harvesdtect or damage any natural
resource, including aquatic life or living plants, any waiggnts, or any mineral rights,
including any right to excavate or withdraw sand, gravetter valuable materials.

(d) State reserves the right to grant easements aad latid uses on the Property to others

when the easement or other land uses will not unreasoinédrifere with Tenant’s
Permitted Use.
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1.2 Survey and Property Descriptions.

(a) Tenant prepared Exhibit A, which describes the Propdmyant warrants that Exhibit
A is a true and accurate description of the Lease boiasdand the improvements to be
constructed or already existing in the Lease area.

(b) Tenant shall not rely on any written legal desavipéi surveys, plats, or diagrams
(“property description”) provided by State. Tenant shallrebt on State’s approval or
acceptance of Exhibit A or any other Tenant-provided propkesgription as
affirmation or agreement that Exhibit A or other propeéscription is true and
accurate. Tenant’s obligation to provide a true and aedescription of the Property
boundaries shall be a material term of this Leasaariteshall also have the boundaries
of the Property marked by piling monuments or other mardeaspermanent nature as
the State may direct.

1.3 Inspection. State makes no representation regarding the conditithred?roperty,
improvements located on the Property, the suitabifith® Property for Tenant’'s Permitted Use,
compliance with governmental laws and regulations,lavidity of utility rights, access to the

Property, or the existence of hazardous substances orojperty. Tenant has inspected the Property
and accepts it “AS IS.”

SECTION 2 USE

21 Permitted Use. Tenant shall use the Property for ] (the “Permitted
Use”), and for no other purpose. The Permitted Udessribed or shown in greater detail in Exhibit

B, the terms and conditions of which are incorporateceference and made a part of this Lease. This
is a water-dependent use.

(@) Tenant agrees to hold State harmless from any datmdgmant arising from any
assertion of a tribal treaty right to harvest skgdlfrom within the Property and agrees
that its sole recourse in the event that the thbavesting materially interferes with
Tenant’s economic use of the Property remedy shahdability to terminate the
Lease. The State shall not be obligated to defend ageipsssertion of a tribal treaty
right to harvest from the Property.

2.2 Restrictions on Use.
(a) Tenant shall not cause or permit any damage to natsralrces on the Property.

(b) Tenant shall also not cause or permit any fillingvéigtto occur on the Property or
adjacent state-owned aquatic land. This prohibition incladgsleposit of rock, earth,
ballast, wood waste, refuse, garbage, waste mattéuding chemical, biological, or
toxic wastes), hydrocarbons, any other pollutants, or aotla¢ter in or on the Property,
except as approved in writing by State.
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(c) Tenant shall neither commit nor allow waste tc@bmmitted to or on the Property or
adjacent state-owned aquatic land.

(d) Failure to Comply with Restrictions on Use.

(1) If State gains actual knowledge of Tenant’s failurectmmly with any of the
restrictions set out in this Subsection 2.2, State mo&ify Tenant and provide
Tenant a reasonable time to take all steps necessegynedy the failure and
restore the Property to the condition before thefaibccurred.

(2) If Tenant fails to restore the Property in a timeignner, then State may take
any steps reasonably necessary to restore the Propgdy demand by State,
Tenant shall pay all costs of any remedial actioduding but not limited to the
costs of removing and disposing of any material depositecbmeply on the
Property.

(e) State’s failure to notify Tenant of Tenant’s faéluo comply with all or any of the
restrictions set out in this Subsection 2.2 does nadtitate a waiver of any remedies
available to State.

® This section shall not in any way limit Tenantighility under Section 8, below.

2.3 Conformance with Laws. Tenant shall, at all times, keep current and compliy alit
conditions and terms of any permits, licenses, ceatifis, regulations, ordinances, statutes, and other
government rules and regulations regarding its use or ocoupétize Property.

2.4  Liens and Encumbrances.Tenant shall keep the Property free and clear of amg land
encumbrances arising out of or relating to its use anparcy of the Property.

SECTION 3 TERM

3.1  Term Defined. The term of this Lease is Ten (10) years (the “Terim&ginning on th¢ |

day of [ , 20__] (the “Commencement Date”), and ending on[the ] dayof
[ , 20 _] (the “Termination Date”), unless terminated sooner utigeterms of this
Lease.

3.2 Preference Right to Re-leaseAt the expiration of this Lease, Tenant, or an appgtove
assignee, shall have a preference right to re-lebse @rt of the Property if the State deems it to be
in the best interest of the State to re-lease thpd?ty. Tenant shall not have a preference right-to re
lease if it is in default under the terms of this Leatstne time the re-lease application is pending with
the State. To exercise its preference-right to asde Tenant should submit its application to re-lease
at least ninety (90) days prior to the Termination DatisfLease. If the State determines a re-lease
is appropriate, the State shall fix the terms and cimmditupon which the re-lease shall be granted and
offer the re-lease to the Tenant. The Tenant slaatk ninety (90) days to accept the State’s offer of

Form Date: 06/2006 3 Geoduck Aquaculture Lease

Tenant’s Initials



2P

re-lease. If the Tenant rejects the State’s offer,State shall be free to lease the Property &rsith
subject to the conditions in Section 7.4.

3.3 End of Term.

(@)

(b)

(€)

3.4 Holdover.
€))

Upon the expiration or termination of this Leasendnt shall surrender the Property to
State in the same or better condition as on ther@@mement Date, reasonable wear
and tear excepted.

Definition of Reasonable Wear and Tear.

(1)

(2)

Reasonable wear and tear is defined as deteriorasiahing from the intended
use of the leasehold that has occurred without neglegtigence, carelessness,
accident, or abuse of the premises by Tenant or any péhgon on the premises
with the permission of Tenant.

Reasonable wear and tear shall not include any depasttigfearth, ballast,
wood waste, refuse, garbage, waste matter (including chietwlagical or
toxic wastes), hydrocarbons, any other pollutants, or otladter in or on the
Property that State has not expressly approved of ting/regardless of
whether the deposit is incidental to or the byproduct oinflemded use of the
leasehold.

If Property is in worse condition, excepting foasenable wear and tear, on the
surrender date than on the Commencement Date, tbeviiodl provisions apply.

(1)

(2)

State shall provide Tenant a reasonable time to th&ps necessary to
remedy the condition of the Property. State, abfiison, may require Tenant to
enter into a right-of-entry or other use authorizapaor to the Tenant entering
the Property to remedy any breach of this Subsection 3.3.

If Tenant fails to remedy the condition of the Prbpe a timely manner, then
State may take any steps reasonably necessary to r@mealyt’s failure.
Upon demand by State, Tenant shall pay all costs ofremeedial action,
including but not limited to the costs of removing and disgpef any material
deposited improperly on the Property, lost rent resultiogn fthe condition of
the Property prior to and during remedial action, and anyrastrative costs
associated with the remedial action.

If Tenant remains in possession of the Propergy #ite Termination Date, the
occupancy shall not be an extension or renewal of &éhen. The occupancy shall be a
month-to-month tenancy, on terms identical to thenseof this Lease, which may be
terminated by either party on thirty (30) days’ written cmti
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(1) The monthly rent during the holdover shall be the santthat would be due if
the Lease were still in effect and all adjustment®mt were made in
accordance with its terms.

(2) Payment of more than the monthly rent shall notdrestrued to create a
periodic tenancy longer than month-to-month. If Tren@ays more than the
monthly rent and State provides notice to vacate the gyojstate shall refund
the amount of excess payment remaining after the Teaasées occupation of
the Property.

(b) If State provides a notice to vacate the Properéntrcipation of the termination of this
Lease or at any time after the Termination Date amaiitefails to do so within the
time set forth in the notice, then Tenant shall espasser and shall owe the State all
amounts due under RCW 79.02.300 or other applicable law.

SECTION 4 RENT

4.1  Annual Minimum Base Rent. Tenant shall pay to State the annual minimum bagarr¢he
amount of | Dollars (§ ]). The annual minimum base rent shall be due and
payable in full on or before the Commencement Datkecsmnor before the same date of each year
thereafter. In addition to the annual minimum basg fienant shall also pay a production based rent
as detailed in Section 4.2, below.

4.2  Geoduck Rent Adjustment.
(a) Production Based Rent. When the Tenant commdmacesst of cultured geoduck,
Tenant shall pay to State, in addition to the annualmum base rent, a quarterly
Production Based Rent. The Production Based Rent ghatirnputed as follows: the
total quarterly volume of geoduck harvested in pounds meltigdly the current average
wholesale price per pound, multiplied by the royalty cdte | percent.

(b) Quarterly Reports and payment of Production Basetl Rérthe same time Tenant
submits its quarterly aquaculture production report to the \Wgin State Department
of Fish and Wildlife, Tenant shall submit a copylué same report to State along with
the Production Based Rent as calculated in Section 4.Z(& quarterly aquaculture
production report must include the poundage or other unit of neeasdrprice
received for geoduck harvested and sold. If Tenant maksale® in any quarter,
Tenant shall so report.

4.3 Payment Place.Payment is to be made to Financial Management Dividibh]l Washington
St SE, PO Box 47041, Olympia, WA 98504-7041.

4.4  Audit. State shall be allowed to inspect and audit the bookstarcts, and accounts of Tenant
to determine whether or not State is being paid the fudlusntnowed to it under this Lease. If the audit
discloses that Tenant has underpaid the amount due #b$tato percent (2%) or more, Tenant shall
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pay to State, on demand, the cost of the audit. Any dafigishall be paid to State within thirty (30)
days of delivery of the audit to Tenant.

[OPTIONAL LANGUAGE IF THERE ISEXISTING SHELLFISH ON LEASEHOLD

4.5 Resource Paymentln addition to the annual rent described in Section 4.1, Tenant will pay
to the State a one-time Resource Assessment payment of [ | Dollars [$ | for the
value of the existing natural shellfish. Rent shall be charged according to the schedule set forth in
Exhibit C.]

SECTION 5 OTHER EXPENSES
During the Term, Tenant shall pay the following additlengenses:

5.1  Utilities. Tenant shall pay all fees charged for utilities in @otion with the use and
occupancy of the Property, including but not limited tateleity, water, gas, and telephone service.

5.2  Taxes and Assessmentd.enant shall pay all taxes (including leasehold excises)a
assessments, and other governmental charges, of any tkatslogver, applicable or attributable to the
Property, Tenant’s leasehold interest, the improvesy@ntTenant’s use and enjoyment of the
Property.

5.3 Right to Contest. Tenant may, in good faith, contest any tax or ass&#sat its sole cost and
expense. At the request of State, Tenant shall furaa$onable protection in the form of a bond or
other security, satisfactory to State, against anydodability by reason of such contest.

5.4  Proof of Payment. If required by State, Tenant shall furnish to State ptser other
appropriate evidence establishing the payment of any amaised to be paid under the terms of
this Lease.

55 Failure to Pay. If Tenant fails to pay any of the amounts due under thasé&.eState may pay
the amount due, and recover its cost in accordancehmatprovisions of Section 6.

SECTION 6 LATE PAYMENTS AND OTHER CHARGES

6.1 Late Charge. If State does not receive any rental payment withir{28h days of the date due,
Tenant shall pay to State a late charge equal to fouemte{4%) of the amount of the payment or Fifty
Dollars ($50), whichever is greater, to defray the owedhexpenses of State incident to the delay.
Failure to pay rent constitutes a default by the TenahtState may seek remedies under Section 14 as
well as late charges and interest as provided in thimeect

6.2 Interest Penalty for Past-Due Rent and Other Sums Cad.
(@) If State does not receive rent within thirty (30) dafythe date due, then Tenant shall
pay interest on the amount outstanding at the rav@@percent (1%) per month until
paid, in addition to paying the late charges determined undees$tion 6.1, above.
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(b) If State pays or advances any amounts for or onfeh&énant, including but not
limited to leasehold taxes, taxes, assessments, mIpgemiums, costs of removal
and disposal of unauthorized materials pursuant to Subs@cPi@bove, costs of
removal and disposal of improvements pursuant to Sectimeiow, or other amounts
not paid when due, Tenant shall reimburse State fomtoeiiat paid or advanced and
shall pay interest on that amount at the rate of oreepe(1%) per month from the date
State notifies Tenant of the payment or advance.

6.3  Referral to Collection Agency and Collection Agency Feest State does not receive
payment within thirty (30) days of the due date, State Isasadion to refer the unpaid amount to a
collection agency as provided by RCW 19.16.500 or other applitzatléJpon referral, Tenant shall
pay collection agency fees in addition to the unpaid amounder RCW 19.16.500, a collection
agency fee of up to fifty percent (50%) of the first Onséited Thousand Dollars ($100,000) of
unpaid debt and up to thirty-five percent (35%) of unpaid debt©we Hundred Thousand Dollars
($100,000) is reasonable.

6.4  No Accord and Satisfaction.If Tenant pays, or State otherwise receives, an antessithan

the full amount then due, State may apply such paymeaneksts. In the absence of an election, the
payment or receipt shall be applied first to accrued taxkesh State has advanced or may be obligated
to pay, then to other amounts advanced by State, thete tchiarges and accrued interest, and then to
the earliest rent due. State may accept any paymeny iamaount without prejudice to State’s right to
recover the balance of the rent or pursue any othdaraigtemedy. No endorsement or statement on
any check, any payment, or any letter accompanying any ch@ayment shall constitute or be
construed as accord and satisfaction.

6.5  No Counterclaim, Setoff, or Abatement of RentExcept as expressly set forth elsewhere in
this Lease, rent and all other sums payable by Tenant puitsudis Lease shall be paid without the
requirement that State provide prior notice or demardaishall not be subject to any counterclaim,
setoff, deduction, defense or abatement.

SECTION 7 IMPROVEMENTS

7.1 Improvements Defined.
(a) Improvements. Consistent with RCW 79.105 through 79.145pkreprents are
additions within, upon, or attached to the land. This indudet is not limited to, fill,
structures, bulkheads, docks, pilings, and other fixtures.

(b) Personal Property. Personal property is definegasithat can be removed from the

Property without (1) injury to the Property or Improvemseor (2) diminishing the
value or utility of the Property or Improvements.
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(d)

(e)
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State-Owned Improvements. State-Owned Improvenagatsnprovements made or
owned by State. State-Owned Improvements includes antrgotien, alteration, or
addition to State-Owned Improvements made by Tenant.

Tenant-Owned Improvements. Tenant-Owned ImprovenagatBnprovements made
by Tenant with State’s consent or acquired by Tenam faymer tenant in accordance
with RCW 79.125.300 or 79.130.040.

Unauthorized Improvements. Unauthorized Improvenemetémprovements made on
the Property without State’s prior consent or Improvetsienade by Tenant that are not
in conformance with plans submitted to and approved by tite.St

7.2 Existing Improvements. On the Commencement Date, the following Improvememts ar
located on the Propert: ]. The Improvements are Tenant-
Owned Improvements.

7.3 Construction, Alteration, Replacement, and Modification.

(@)

(b)

(€)

(d)

(e)

Tenant shall not place, construct, remove, or dembahprovements without State’s
prior written consent. State may deny consent if Statermines that denial is in the
best interests of the State. State’s consent isagpiired for routine maintenance or
repair to Improvements made by the Tenant pursuant tblitmtion to maintain the
Property in good order and repair. Routine maintenanagpairrdoes not include
alteration, replacement, removal, or major repaargf Improvements on the Property.
Subsection 7.4 shall govern removal of Improvementschibéhease.

Prior to any placement, construction, alteratiep/acement, removal, or major repair
of any Improvements (whether State-Owned or Tenant-@wienant shall submit to
State plans and specifications that describe the propasedy. If State does not
notify Tenant of its grant or denial of consent withixtys(60) days of submittal, State
waives the requirement for State’s written consditit vegards to Tenant’s proposed
plans or activity.

Construction shall not commence until Tenant Haained a performance and payment
bond in an amount equal to one hundred twenty-five pe(t@6€6) of the estimated
cost of construction. The performance and payment dwoadtllsee maintained until the
costs of construction, including all laborers and mat@ersons, have been paid in full.

Upon completion of construction, Tenant shall prognptbvide State with as-built
plans and specifications.

State shall not charge rent for authorized Improvésnastalled by Tenant during this
Lease, but State may charge rent for such Improvemdms and if the Tenant or
successor obtains a subsequent use authorization foropery and State has waived
the requirement for Improvements to be removed as providgdhsection 7.4.
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7.4  Disposition and Removal of Tenant-Owned Improvements at Enof Lease.
(a) Disposition.

(1)

(2)

3)

Tenant shall remove Tenant-Owned Improvements upo@xihieation,
termination, or cancellation of the Lease unless Statees the requirement for
removal.

Tenant-Owned Improvements remaining on the Propertige@axpiration,
termination or cancellation date shall become Statee€d Improvements
without payment by State, unless State elects othern@ite may refuse or
waive ownership. If RCW 79.125.300 or 79.130.040 apply at the time thi
Lease expires, Tenant may be entitled to paymentebgeiv tenant for Tenant-
Owned Improvements.

If Tenant-Owned Improvements remain on the Propdity the expiration,
termination, or cancellation date without State’s datua@eemed consent,
Tenant-Owned Improvements, State may remove all Inggnewts and Tenant
shall pay the costs of removal and disposal.

(b) Conditions Under Which State May Waive Removal ehdnt-Owned Improvements.

(1)

(2)

3)

Form Date: 06/2006

State has option to waive removal of any or all Te@mned Improvements
whenever State determines that it is in the bestasteof the State and
regardless of whether Tenant re-leases the Property.

If Tenant re-leases the Property, State may waigairement remove Tenant-
Owned Improvements. State also may consent to Tenamttinued ownership
of Tenant-Owned Improvements.

If Tenant does not re-lease the Property, Stateptasn to waive requirement
to remove Tenant-Owned Improvements upon consideratiartimely request
from Tenant, as follows:

(1) Tenant must notify State at least one (1) yeaotagethe Termination
Date of its request to leave Tenant-Owned Improvements.

(i) State, within ninety (90) days, shall notify Tenarttether State consents
to any or all Tenant-Owned Improvements remaining. Segenb
obligation to grant consent.

(i)  State’s failure to respond to Tenant’s requedesve Improvements
within ninety (90) days shall be deemed a denial of the request
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() Removal.

(1)

(2)

3)

(4)

Tenant shall not remove or demolish Tenant-Owneudrements without
State’s prior written consent.

At least ninety (90) days prior to planned removal and/or tgomy Tenant
shall submit to State plans and specifications that desttrédoproposed activity.
If requlatory permits are required for removal and/or démalof
Improvements, Tenant shall submit plans and speciiicaitat least sixty (60)
days before submitting permit applications to the regulaigencies unless
Tenant and State otherwise agree to coordinate permit aqhs.

Within sixty (60) days of receiving Tenant’s plans and $pations, State shall
notify Tenant that States grants consent for remandlor demolition as
proposed. State may impose additional conditions nedy intended to
protect and preserve the Property. State also may wexvaval of any or all
Improvements.

State’s failure to respond to Tenant’s submittal wiikty (60) days shall be a
waiver of the requirement for State’s consent andaiiemay commence with
the proposed activity.

(d) Tenant’s Obligations if State Waives Removal.

(1)

(2)

Tenant shall not remove Improvements if State @sthe requirement for
removal of any or all Tenant-Owned Improvements.

Tenant shall maintain such Improvements in accaedaith this Lease until
the expiration, termination, or cancellation datendrg shall be liable to State
for cost of repair if Tenant causes or allows damadmpoovements State has
designated to remain.

7.5 Disposition of Unauthorized Improvements.
(a) Unauthorized Improvements shall be the property ateStnless State elects
otherwise.

(b) State, at its option, may either:

(1)
(2)
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(1) Require Tenant to remove the Improvements, in whade Tenant shall
pay rent for the Improvements until removal,

(i) Consent to Improvements remaining and Tenant glagllrent for the
use of the Improvements, or

(i)  Remove Improvements and Tenant shall pay for tst of removal and
disposal, in which case Tenant shall pay rent for ifieeo
Improvements until removal and disposal.

7.6 Disposition of Personal Property.
(a) Tenant retains ownership of Personal Property uniesant and State agree otherwise
in writing.

(b) Tenant shall remove Personal Property from tiopé&tty by the Termination Date.
Tenant shall be liable for any and all damage to the Ryoaed any Improvements that
may result from removal of Personal Property.

(c) State, at its option, may sell or dispose oPalisonal Property left on the Property after
the Termination Date.

(1) If State conducts a sale of Personal Property, Skatéapply proceeds first to
the State’s administrative costs in conducting the, sgicond to payment of
amount that then may be due from the Tenant to the,3tatl State shall pay
the remainder, if any, to the Tenant.

(2) If State disposes of Personal Property, Tenant ghaglfor the cost of removal
and disposal.

7.7  Payment for Value of Aquaculture Product Left on Leasehdl. All planted geoduck clams
resulting from Tenant’s aquaculture operation shall barteowned during the term of this Lease. If
Tenant leaves planted geoduck clams on the Properkp@aton of the Lease, and if State
subsequently leases the Property within three yeargpobéirn to another person for the purpose of
harvesting geoduck clams or conducting further geoduck aquactitar@ew tenant shall pay the
Tenant the value of planted geoduck remaining on the Ryogaethe time the new tenant begins its
occupancy.

SECTION 8 ENVIRONMENTAL LIABILITY/RISK ALLOCATION
8.1 Definitions.
(a) “Hazardous Substance” means any substance that navher future becomes
regulated or defined under any federal, state, or locaitstairdinance, rule, regulation,
or other law relating to human health, environmental ptiotgccontamination,
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(b)

(€)

ENAINIREE

pollution, or cleanup, including, but not limited to, the ReseuWonservation and
Recovery Act (“RCRA”), 42 U.S.C. 690dt. seq.as amended; Comprehensive
Environmental Response, Compensation and Liability A&O80 (“CERCLA"), 42
U.S.C. 960%t seq.as amended; Washington’'s Model Toxics Control Act (“MTC
Chapter 70.105 RCW, as amended; and Washington’s Sediment Maardge
Standards, WAC Chapter 173-204.

“Release or threatened release of Hazardous Substaeans a release or threatened
release as defined under any law described in Paragraph@. @) similar event
defined under any such law.

“Utmost care” means such a degree of care as wowdddreised by a very careful,
prudent, and competent person under the same or simdamstances; the standard of
care established under MTCA, RCW 70.105D.040.

General Conditions.

(a)

(b)

Tenant’s obligations under this Section 8 extend tarte in, on, under, or above:
(1) The Property and

(2) Adjacent state-owned aquatic lands where a release resence of
Hazardous Substances arises from Tenant’s use ofdperBr.

Standard of Care.

(1) Tenant shall exercise the utmost care with respddarardous Substances.

(2) Tenant shall exercise utmost care for the fore¢e@as or omissions of third
parties affecting Hazardous Substances, and the foreseeaiskequences of

those acts or omissions, to the extent required tblesta viable, third-party
defense under the law, including — but not limited to — RCW 70.1B8D.

Current Conditions and Duty to Investigate.

(@)

(b)

(€)

State makes no representation about the conditidwe ¢’roperty. Hazardous
Substances may exist in, on, under, or above the Property.

This Lease does not impose a duty on State to condedtiga@tions or supply
information to Tenant about Hazardous Substances.

Tenant is responsible for conducting all appropriagainy and gathering sufficient
information concerning the Property and the existenages@and location of any
Hazardous Substances on the Property, or adjacent Rydperty, that allows Tenant
to meet Tenant’s obligations under this Lease.
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8.4  Use of Hazardous Substances.
(a) Tenant, its subtenants, contractors, agents, esgdpguests, invitees, or affiliates shall
not use, store, generate, process, transport, haatHase, or dispose of Hazardous
Substances, except in accordance with all applicable laws

(b) Tenant shall not undertake, or allow others to undetigkieenant’s permission,
acquiescence, or failure to act, activities that:

(1)
(2)

Result in a release or threatened release of HezarSubstances, or

Cause, contribute to, or exacerbate any contamineko@eding regulatory
cleanup standards whether the regulatory authority requleasup before,
during, or after Tenant’s occupancy of the Property.

8.5 Management of Contamination.
(a) Tenant shall not undertake activities that:

(1)
(2)
3)

Damage or interfere with the operation of remedialestoration activities;
Result in human or environmental exposure to contagdnsgdiments;

Result in the mechanical or chemical disturbancenedite habitat mitigation.

(b) If requested, Tenant shall allow reasonable acoess t

(1)

(2)

Employees and authorized agents of the Environmerdggdd®ion Agency, the
Washington State Department of Ecology, health departroeother similar
environmental agencies; and

Potentially liable or responsible parties who arestiigect of an order or
consent decree that requires access to the ProperhaniTmay negotiate an
access agreement with such parties, but Tenant maynredsonably withhold
such agreement.

8.6 Notification and Reporting.
(a) Tenant shall immediately notify State if Tena@tdmes aware of any of the following:

(1)
(2)

3)

Form Date: 06/2006

A release or threatened release of Hazardous Suéstanc

Any new discovery of or new information about a probt liability related to,
or derived from, the presence of any Hazardous Substance;

Any lien or action arising from the foregoing;
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(b)

(€)

2) P

(4) Any actual or alleged violation of any federal, statdpoal statute, ordinance,
rule, regulation, or other law pertaining to Hazardous Subss;

(5) Any natification from the US Environmental Protectidgency (EPA) or the
Washington State Department of Ecology (DOE) that réstied or removal of
Hazardous Substances is or may be required at the Property

Tenant’s duty to report under Paragraph 8.6(a) exterttie teroperty, adjacent state-
owned aquatic lands where a release or the presenceafddas Substances could
arise from the Tenant’s use of the Property, and #mgrgroperty used by Tenant in
conjunction with Tenant’s use of the Property wherel@ase or the presence of
Hazardous Substances on the other property would affeBroiperty.

Tenant shall provide State with copies of all docusieahcerning environmental
issues associated with the Property, and submitted bynTenany federal, state or
local authorities. Documents subject to this requirermatiide, but are not limited to,
applications, reports, studies, or audits for NationdilBon Discharge and Elimination
System Permits; Army Corps of Engineers permits; $igtiraulic Project Approvals
(HPA); State Water Quality certification; Substanbelvelopment permit; and any
reporting necessary for the existence, location, andggmf Hazardous Substances on
the Property.

Indemnification.

(@)

(b)

(€)

“Liabilities” as used in this Subsection 8.7 means daiyns, demands, proceedings,
lawsuits, damages, costs, expenses, fees (includingeatsdfaes and disbursements),
penalties, or judgments.

Tenant shall fully indemnify, defend, and hold Stateriess from and against any
liabilities that arise out of, or are related to:

(1) The use, storage, generation, processing, transpartafiadling, or disposal of
any Hazardous Substance by Tenant, its subtenants,atordragents, invitees,
guests, employees, affiliates, licensees, or permitegardless of whether the
act occurs before, during, or after the Term of thisskea

(2) The release or threatened release of any Hazardoata8csy, or the
exacerbation of any Hazardous Substance contaminatiolimgsrom any act
or omission of Tenant, its subtenants, contractgents, employees, guests,
invitees, or affiliates regardless of whether theasde threatened release, or
exacerbation occurs before, during, or after the TerthisfLease.

Tenant shall fully indemnify, defend, and hold Statarless for any and all liabilities
that arise out of or are in any way related to Tendmgach of obligations under
Subsection 8.5.
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(1) Tenant has no duty to indemnify State for acts assions of third parties
unless Tenant fails to exercise utmost care with réspebe foreseeable acts or
omissions of the third party and the foreseeable consegsi@f those acts or
omissions to the extent required to establish a vi&inié-party defense under
the law, including — but not limited to — RCW 70.105D.040. Teésdhird-
party indemnification duty arises under the conditiorscdied in
Subparagraph 8.7(d)(2).

Third Parties.

(2) If an administrative or legal proceeding arising framelease or threatened
release of Hazardous Substances finds or holds that fTfarled to exercise
care as described in Subparagraph 8.7(d)(1), Tenantighalhdemnify,
defend, and hold State harmless from and against anytieddrising from the
acts or omissions of third parties in relation tordease or threatened release
of Hazardous Substances. This shall include any ligsilarising before the
finding or holding in the proceeding.

Reservation of Rights.

(@)

(b)

(€)
(d)

For any environmental liabilities not covered by tlteemnification provisions of
Subsection 8.7, the parties expressly reserve and do ivat erarelinquish any rights,
claims, immunities, causes of action, or defensesnmgléd the presence, release, or
threatened release of Hazardous Substances thatpatiyemay have against the other
under federal, state, or local laws, including, but notécto, CERCLA, MTCA, and
the common law.

This Lease affects no right, claim, immunity, ofethse either party may have against
third parties, and the parties expressly reserve allgiets, claims, immunities, and
defenses.

The provisions under this Section 8 do not benefit, @atenmgghts for, third parties.
The allocations of risks, liabilities, and resporigibs set forth above do not release

either party from, or affect the liability of eitherrpafor, claims or actions by federal,
state, or local regulatory agencies concerning HazardowsseBgbs.

Cleanup.

(@)

If Tenant’s act, omission, or breach of obligatimer Subsection 8.4 results in a
release of Hazardous Substances, Tenant shall, attlesale expense, promptly take
all actions necessary or advisable to clean up the Ham&ldbstances in accordance
with applicable law. Cleanup actions shall include, witHmoitation, removal,
containment, and remedial actions.
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(€)

2)IPLLE

Tenant’s obligation to undertake a cleanup under SecttialBbe limited to those
instances where the Hazardous Substances exist in arntioainéxceed the threshold
limits of any applicable regulatory cleanup standards.

At the State’s discretion, Tenant may undertagleanup of the Property pursuant to
the Washington State Department of Ecology’s Volun@eanup Program, provided
that Tenant cooperates with State (DNR) in developmecieanup plans. Tenant shall
not proceed with Voluntary Cleanup without State (DNB)raval of final plans.
Nothing in the operation of this provision shall be caredras an agreement by State
(DNR) that the Voluntary Cleanup complies with anydaar with the provisions of this
Lease. Tenant's completion of a Voluntary Cleanul slo& be a release from or
waiver of any obligation for Hazardous Substances undekL ¢aise.

8.10 Sampling by State, Reimbursement, and Split Samples.

(@)

(b)

(€)

(d)

(e)

State may conduct sampling, tests, audits, surveysyastigations (“Tests”) of the
Property at any time to determine the existence, scoméfents of Hazardous
Substances.

If such Tests, along with any other information, destrate the existence, release, or
threatened release of Hazardous Substances arisingany a€tion, inaction, or event
described or referred to in Subsection 8.4, above, Tenalhpsbmptly reimburse State
for all costs associated with such Tests.

State shall not seek reimbursement for any Tests tindeBubsection 8.10 unless State
provides Tenant written notice of its intent to conduct Bests at least thirty (30)
calendar days prior to undertaking such Tests, except summTests are in response
to an emergency. Tenant shall reimburse State fos pestormed in response to an
emergency if State has provided such notice as is rdalgqractical.

Tenant shall be entitled to obtain split sampksny Test samples obtained by State,
but only if Tenant provides State with written noticguesting such samples within
twenty (20) calendar days of the date Tenant is deemeal/&orbceived notice of
State’s intent to conduct any non-emergency Tests. Teolaly shall bear the
additional cost, if any, of split samples. Tenartllsleimburse State for any additional
costs caused by split sampling within thirty (30) calendas @tgr State sends Tenant
a bill with documentation for such costs.

Within sixty (60) calendar days of a written requestgssbtherwise required pursuant
to Paragraph 8.6(c), above), either party to this Leasemiovide the other party with
validated final data, quality assurance/quality control in&drom, and chain of custody
information, associated with any Tests of the Progsetyjormed by or on behalf of
State or Tenant. There is no obligation to provideargtytical summaries or expert
opinion work product.
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SECTION 9 ASSIGNMENT AND SUBLETTING

9.1  State Consent Required.Tenant shall not sell, convey, mortgage, assign, plesdset, or
otherwise transfer or encumber all or any part of Temanterest in this Lease or the Property without
State’s prior written consent, which shall not be asomably conditioned or withheld.

(a) In determining whether to consent, State may consaenng other items, the
proposed transferee’s financial condition, business rapatand experience, the nature
of the proposed transferee’s business, the then-cwaé&re of the Property, and such
other factors as may reasonably bear upon the suitadilihe transferee as a tenant of
the Property. State may refuse its consent to anysaigeyance, mortgage,
assignment, pledge, sublet, or other transfer or encunebitaseid transfer will result
in a subdivision of the leaseholdTenant shall submit information regarding any
proposed transferee to State at least thirty (30) dagstprthe date of the proposed
transfer.

(b) State reserves the right to condition its consg@on:

(1) changes in the terms and conditions of this Laaskiding, but not limited to,
the Annual Rent; and/or

(2) the agreement of Tenant or transferee to conduts TasHazardous
Substances on the Property or on other property ownectcaped by Tenant or
the transferee.

(c) Each permitted transferee shall assume all obligatioder this Lease, including the
payment of rent. No assignment, sublet, or transtt sHease, discharge, or
otherwise affect the liability of Tenant.

(d) State’s consent under this Subsection 9.1 does noftatast waiver of any claims
against Tenant for the violation of any term of thisdeea

9.2 Rent Payments Following AssignmentThe acceptance by State of the payment of rent
following an assignment or other transfer shall netstitute consent to any assignment or transfer.

9.3  Terms of Subleases.
€) Tenant shall submit the terms of all subleaseseatie $or approval.

(b) All subleases shall meet the following requirements:

(1) The sublease shall be consistent with and subjext tite terms and conditions
of this Lease;
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(2) The sublease shall confirm that this Lease shalfrgbihthe terms of the
sublease conflict with the terms of this Lease;

(3) The term of the sublease (including any period of tinve@m by a renewal
option) shall end before the Termination Date of tfigal Term or any renewal
term;

(4) The sublease shall terminate if this Lease terminatesther upon expiration of
the Term, failure to exercise an option to renewcelation by State, surrender,
or for any other reason;

(5) The subtenant shall receive and acknowledge recegptopy of this Lease;

(6) The sublease shall prohibit the prepayment to Tenaiebsubtenant of more
than thgannual rent —-OR- monthly installment —OR- quarterly installment]

(7) The sublease shall identify the rental amount tpaie to Tenant by the
subtenant;

(8) The sublease shall confirm that there is no privitgomtract between the
subtenant and State;

(9) The sublease shall require removal of the subtesémprovements and trade
fixtures upon termination of the sublease;

(10) The subtenant’s permitted use shall be within the BehUse authorized by
this Lease; and

(11) The sublease shall require the subtenant to mestligiations of Tenant under
Section 10, Indemnification and Insurance.

9.4  Event of Assignment.If Tenant is a corporation, dissolution of the corporaor a transfer

(by one or more transactions) of a majority of théing stock of Tenant shall be deemed an
assignment of this Lease. If Tenant is a partnersigpoltition of the partnership or a transfer (by one
or more transactions) of the controlling interest@mant shall be deemed an assignment of this Lease.

SECTION 10 INDEMNITY, FINANCIAL SECURITY, INSURANCE

10.1 Indemnity.
€) Tenant shall indemnify, defend, and hold State, ifsi@yges, officers, and agents
harmless from any and all claims arising out of the aseypation, or control of the
Property by Tenant, its subtenants, contractors, agewitges, guests, employees,
affiliates, licensees, or permittees.
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(b)

(€)

(d)

(e)

2) AP

“Claim” as used in this Subsection 10.1 means any finbloss, claim, suit, action,
damages, expenses, fees (including attorneys’ fees), ipsnalt judgments attributable
to bodily injury, sickness, disease, death, and damadardile property, including,
but not limited to, land, aquatic life, and other natursbteces. “Damages to tangible
property” includes, but is not limited to, physical injuoythe Property and damages
resulting from loss of use of the Property.

State shall not require Tenant to indemnify, defend,leld State harmless for claims
that arise solely out of the willful or negligent aétState or State’s elected officials,
employees, or agents.

Tenant waives its immunity under Title 51 RCW to theeeiit is required to
indemnify, defend, and hold State and its agencies, dffi@gents, or employees
harmless.

Section 8, Environmental Liability/Risk Allocatiorkatusively shall govern Tenant’s
liability to State for Hazardous Substances and its dimig&o indemnify, defend, and
hold State harmless for Hazardous Substances.

Insurance Terms.

(@)

Insurance Required.

(1) At its own expense, Tenant shall procure and maintaingltiie Term of this
Lease, the insurance coverages and limits describediBtinsection 10.2 and
in Subsection 10.3, Insurance Types and Limits. Failuneatiotain the
required insurance may result in termination of thisskea the State’s option.

(2) All insurance should be issued by an insurance compargngranies admitted
to do business in the State of Washington and haveng i@tiA- or better by
the most recently published edition of Best's Repo8tate’s risk manager shall
review and approve any exception before acceptance by $tateinsurer is
not admitted, the insurance policies and procedures fangs$he insurance
policies shall comply with Chapter 48.15 RCW and 284-15 WAC.

(3) The State of Washington, the Department of Naturabéress, its elected and
appointed officials, agents, and employees shall be chasian additional
insured on all general liability, excess, umbrella, prigpéuilder’s risk, and
pollution legal liability insurance policies.

(4) All insurance provided in compliance with this Leasdldl@primary as to any
other insurance or self-insurance programs afforded to orameedt by State.
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(1) Tenant waives all rights against State for recoeédamages to the extent
insurance maintained pursuant to this Lease covers thewssgda.

(b) Waiver.

(2) Except as prohibited by law, Tenant waives all rightsubrogation against
State for recovery of damages to the extent thataheygovered by insurance
maintained pursuant to this lease.

() Proof of Insurance.

1) Tenant shall provide State with a certificate(shefirance executed by a duly
authorized representative of each insurer, showing cangdiwith insurance
requirements specified in this Lease and, if requestedesoppolicies to State.

(2) The certificate(s) of insurance shall referencetaddil insureds and the Lease
number.

(3) Receipt of such certificates or policies by Statesdwot constitute approval by
State of the terms of such policies.

(d) State shall be provided written notice before canaatiadr non-renewal of any
insurance required by this Lease, in accordance witlotloeving:

(1) Insurers subject to RCW 48.18 (admitted and regulated byshbeaince
Commissioner): If cancellation is due to non-paymémremium, State shall
be given ten (10) days’ advance notice of cancellattrerwise, State shall be
provided forty-five (45) days’ advance notice of cancellatio non-renewal.

(2) Insurers subject to RCW 48.15 (surplus lines): If caneatias due to non-
payment of premium, State shall be given ten (10) daygance notice of
cancellation; otherwise, State shall be provided foxg-{45) days’ advance
notice of cancellation or non-renewal.

(e) Adjustments in Insurance Coverage.

(1) State may impose changes in the limits of liabfbtyall types of insurance as it
deems necessary.

(2) New or modified insurance coverage shall be in platan thirty (30) days
after State requires changes in the limits of liabilit

) If Tenant fails to procure and maintain the insurashescribed above within fifteen (15)
days after Tenant receives a notice to comply froameSht its option, State shall either:
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Deem the failure an Event of Default under Sectibnor

State shall have the right to procure and maintairpeoable substitute
insurance and to pay the premiums. Upon demand, Tenalpahab State the
full amount paid by State, together with interest atrdte provided in
Subsection 6.2 from the date of State’s notice of tpemditure until Tenant’s
repayment.

(9) General Terms.

(1)

(2)

3)

State does not represent that coverage and lingitsreel under this Lease will
be adequate to protect Tenant.

Coverage and limits shall not limit Tenant'’s liagitior indemnification and
reimbursements granted to State under this Lease.

Any insurance proceeds payable by reason of damage or tlesttagroperty
shall be first used to restore the real property coverddiby ease, then to pay
the cost of the reconstruction, then to pay the Stayesums in arrears, and then
to Tenant.

10.3 Insurance Types and Limits.
(a) General Liability Insurance.

(1)

(2)

3)

Form Date: 06/2006

Tenant shall maintain commercial general liabilitsurance (CGL) or marine
general liability (MGL) covering claims for bodily ujy, personal injury, or
property damage arising on the Property and/or arising otgrant’s use,
occupation, or control of the Property and, if necgssammmercial umbrella
insurance with a limit of not less than One Millioolars ($1,000,000) per
each occurrence. If such CGL or MGL insurance coni@ggsegate limits, the
general aggregate limit shall be at least twice theH@currence” limit. CGL
or MGL insurance shall have products-completed operatiggsegate limit of
at least two times the “each occurrence” limit.

CGL insurance shall be written on Insurance ServidésedISO) Occurrence
Form CG 00 01 (or a substitute form providing equivalent agex. All
insurance shall cover liability arising out of premisggrations, independent
contractors, products completed operations, personal iandyadvertising
injury, and liability assumed under an insured contractu@heg the tort
liability of another party assumed in a business cot)teax contain separation
of insured (cross-liability) condition.

MGL insurance shall have no exclusions for non-alwwatercratt.
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(b) Workers’ Compensation.
(1) State of Washington Workers’ Compensation.

(1) Tenant shall comply with all State of Washingtorrkers’
compensation statutes and regulations. Workers’ compensatverage
shall be provided for all employees of Tenant. Coveshagd include
bodily injury (including death) by accident or disease, whigbes out
of or in connection with Tenant’s use, occupation, antrol of the
Property.

(i) If Tenant fails to comply with all State of Waslgiton workers’
compensation statutes and regulations and State incusofine
required by law to provide benefits to or obtain coverfagsuch
employees, Tenant shall indemnify State. Indemnitit sidude all
fines; payment of benefits to Tenant, employees, or biegis or legal
representatives; and the cost of effecting coveradeebalf of such
employees.

(2) Longshore and Harbor Worker’'s Act. Certain workerviges under this Lease
may require insurance coverage for longshore and harders other than
seaman as provided in the Longshore and Harbor Workertgp€nsation Act
(33 U.S.C. Section 90dt. seq. Failure to obtain coverage in the amount
required by law may result in civil and criminal liabéds. Tenant is fully
responsible for ascertaining if such insurance is requimddhall maintain
insurance in compliance with this Act. Tenant is respxea for all civil and
criminal liability arising from failure to maintain sucbverage.

3) Jones Act. Certain work or services under this Le@sgrequire insurance
coverage for seamen injured during employment resulting freghigence of
the owner, master, or fellow crew members as providdé id.S.C. Section
688. Failure to obtain coverage in the amount requiredvibyray result in
civil and criminal liabilities. Tenant is fully respabke for ascertaining if such
insurance is required and shall maintain insurance in kkamae with this Act.
Tenant is responsible for all civil and criminal liatyilarising from failure to
maintain such coverage.

(c) Employer’s Liability Insurance. Tenant shall proceneployer’s liability insurance,
and, if necessary, commercial umbrella liability insuwewith limits not less than [One
Million Dollars ($1,000,000) each accident for bodily injimyaccident or One Million
Dollars ($1,000,000) each employee for bodily injury by diseas
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(d) Property Insurance.

(1)

(2)

3)

(4)

Tenant shall buy and maintain property insurance coyetli real property and
fixtures, equipment, tenant improvements and bettesy(eagardless of
whether owned by Tenant or State). Such insurancelshaltitten on an all
risks basis and, at minimum, cover the perils insured us{eiSpecial Causes
of Loss Form CP 10 30, and cover the full replacemestt@the property
insured. Such insurance may have commercially reasonahletddes. Any
coinsurance requirement in the policy shall be waivedte&thall be included
as an insured and a loss payee under the property insuraioge pol

Tenant shall buy and maintain boiler and machinery amsi& required by
contract documents or by law, covering all real propanty fixtures,
equipment, tenant improvements and betterments (regamfievhether owned
by Tenant or State) from loss or damage caused by tlesexp of boilers,
fired or unfired vessels, electric or steam generatonsipes.

In the event of any loss, damage, or casualty whicbvsred by one or more of
the types of insurance described above, the partibsstbaase shall proceed
cooperatively to settle the loss and collect the prdseé such insurance, which
shall be held in trust by State, including interest eahye8itate on such
proceeds, for use according to the terms of this Le@ke.parties shall use
insurance proceeds in accordance with Subparagraph 10.2(g)(3).

When sufficient funds are available, using insurance pascdescribed above,
the parties shall continue with reasonable diligengeepare plans and
specifications for, and thereafter carry out, all woekessary to:

0] Repair and restore damaged building(s) and/or Improvenetheir
former condition, or

(i) Replace and restore damaged building(s) and/or Impreuewith a
new building(s) and/or Improvements on the Property gfiality and
usefulness at least equivalent to, or more suitabfe ttemaged
building(s) and/or Improvements.

(e) Business Auto Policy Insurance.

(1)

Form Date: 06/2006

Tenant shall maintain business auto liability insurande ianecessary,
commercial umbrella liability insurance with a limittdess than One Million
Dollars ($1,000,000) per accident. Such insurance shall coléttyiarising
out of “Any Auto.
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(2) Business auto coverage shall be written on ISO Foxr@@O01, or substitute
liability form providing equivalent coverage. If necessag policy shall be
endorsed to provide contractual liability coverages andrateovered
pollution cost or expense” as provided in the 1990 or latepedibf CA 00 01.

10.4 Financial Security.

(a) At its own expense, Tenant shall procure and maidtaing the Term of this Lease a
corporate security bond or provide other financial sectinat State, at its option, may
approve (“Security”). The Security shall be in an amagqual to

] Dollars (§ ]), which is consistent with RCW

79.105.330, and shall secure Tenant’s performance of its obhgainder this Lease,

with the exception of the obligations under Section 8, ®Bnwnental Liability/Risk

Allocation. Tenant’s failure to maintain the Secunityhe required amount in force at

all times during the Term of this Lease shall constitubeeach of this Lease.

(b) All Security shall be in a form acceptable to that&t
(1) Bonds should be issued by companies admitted to do busiikessthe State

of Washington and have a rating of A-, Class VIl ordaeth the most recently
published edition of Best’'s Reports. State’s risk manalgal review and
approve any exception before acceptance by State.

(2) Letters of credit, if approved by State, shall beviocable, allow State to draw
funds at will, provide for automatic renewal, and compith RCW 62A.5-101,
et. seq.

(3) Savings account assignments, if approved by State, BbellState to draw
funds at will.

(c) Adjustment in Amount of Security.

(1) State may require an adjustment in the amount afrgc
(1) At the same time as revaluation or adjustmenhefAnnual Rent,

(i)  As a condition of approval of assignment or sublezidhis Lease,
(i) Upon a material change in the condition or disgosiof any
Improvements,
(iv)  Upon a change in the Permitted Use, or
(v) Immediately prior to and during crop harvest.
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(2) Tenant shall deliver a new or modified form of Seguo State within thirty
(30) days after State has required adjustment of the drobthve Security.

Upon any default by Tenant in its obligations under tha&ske State may collect on the
Security to offset the liability of Tenant to Stateoll€ction on the Security shall not
relieve Tenant of liability, shall not limit any ot&e’s other remedies, and shall not
reinstate or cure the default or prevent terminatio@flease because of the default.

SECTION 11 MAINTENANCE AND REPAIR

11.1 State’s Repairs.This Lease does not obligate State to make any altesatimintenance,
replacements, or repairs in, on, or about the Proparigny part thereof, during the Term.

11.2 Tenant’s Repairs, Alteration, Maintenance and Replaceme

(@)

(b)

(€)

Tenant shall, at its sole cost and expense, keep @ntain the Property and all
Improvements (regardless of ownership) in good order gradrren a clean, attractive,
and safe condition. Tenant’s obligations under this Sullesel1.2 shall be in addition
to Tenant’s obligations under Subsections 2.2 and 3.3 of ¢laisd.

Tenant shall, at its sole cost and expense, makarahgll additions, repairs,
alterations, maintenance, replacements, or chandbe f®roperty or to any
Improvements on the Property which may be required byabhljc authority.

Tenant shall make all additions, repairs, alteratiogplacements, or changes to the
Property and to any Improvements on the Property inrdacce with Section 7,
Improvements, above. Section 7 shall govern ownership.

SECTION 12 DAMAGE OR DESTRUCTION

12.1 Notice and Repair.

(@)

In the event of any damage to or destruction of tbpd?ty or any Improvements,
Tenant shall promptly give written notice to Statenldds otherwise agreed in writing,
Tenant shall promptly reconstruct, repair, or replaeePtoperty and any
Improvements as nearly as possible to its conditionadiately prior to the damage or
destruction.

(b) State shall not be deemed to have actual knowledge dathage or destruction of the

Property or any Improvements without Tenant’s writtehiae.

12.2 State’s Waiver of Claim. State does not waive any claims for damage or destruafithe
Property unless State provides written notice to Terfagdah claim waived. No claim is waived
unless State waives with specificity.
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12.3 Insurance ProceedsTenant’s duty to reconstruct, repair, or replace any damage
destruction of the Property or any Improvements on thed?ty shall not be conditioned upon the
availability of any insurance proceeds to Tenant from wthelcost of repairs may be paid. The
parties shall use insurance proceeds in accordance wiga@giaph 10.2(g)(3).

12.4 Rent in the Event of Damage or DestructionUnless this Lease is terminated by mutual
agreement, there shall be no abatement or reducti@ntiuring such reconstruction, repair, and
replacement.

12.5 Default at the Time of Damage or Destructionln the event Tenant is in default under the
terms of this Lease at the time damage or destructicurgcState may elect to terminate the Lease
and State shall then have the right to retain any lhinmtsarance proceeds payable as a result of the
damage or destruction.

SECTION 13 CONDEMNATION

13.1 Definitions.

(a) Taking. The term “taking,” as used in this Leaseamaehat an entity authorized by
law exercises the power of eminent domain, either by jeshgor settlement in lieu of
judgment, over all or any portion of the Property and amyrbvements. Taking
includes any exercise of eminent domain on any portioneoPtoperty and
Improvements that, in the judgment of the State, ptev@nrenders impractical the
Permitted Use. A total taking occurs when the entiopéty is taken. A partial taking
occurs when the taking does not constitute a total talsrdefined above.

(b) Voluntary Conveyance. The terms “total taking” apdrtial taking” shall include a
voluntary conveyance, in lieu of formal court proceesjrig any agency, authority,
public utility, person, or corporate entity empowereddodemn property.

() Date of Taking. The term “date of taking” shallanghe date upon which title to the
Property or a portion of the Property passes to ang weste condemner or the
effective date of any order for possession if issued poithe date title vests in the
condemner.

13.2 Effect of Taking. If during the Term there shall be a total taking, tlesddold estate of
Tenant in the Property shall terminate as of the dat@kng. If this Lease is terminated, in whole or
in part, all rentals and other charges payable by Tea&tate and attributable to the Property taken
shall be paid by Tenant up to the date of taking. If Tehastpre-paid rent, Tenant will be entitled to
a refund of the pro rata share of the pre-paid renbatiéible to the period after the date of taking. In
the event of a partial taking, there shall be a gaabatement of rent from the date of taking in a
percentage equal to the percentage of Property taken.
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13.3 Allocation of Award.

(@)

(b)

(€)

In the event of any condemnation, the award shalllbeated between State and
Tenant based upon the ratio of the fair market valfé&)of enant’s leasehold estate and
Tenant-Owned Improvements on the Property and (2) Staterest in the Property;
the reversionary interest in Tenant-Owned Improvemehany; and State-Owned
Improvements.

In the event of a partial taking, this ratio wid bomputed on the basis of the portion of
Property or Improvements taken.

If Tenant and State are unable to agree on theastiog it shall be submitted to binding
arbitration in accordance with the rules of the Aceemni Arbitration Association.

SECTION 14 DEFAULT AND REMEDIES

14.1 Default Defined. Tenant shall be in default of this Lease on the oecwue of any of the
following:

(a) Failure to pay Annual Rent or other expenses when due;

(b) Failure to comply with any law, regulation, policy,arder of any lawful governmental
authority;

(c) Failure to comply with any other provision of this kea

(d) Proceedings are commenced by or against Tenant underrdmyftay act or for the
appointment of a trustee or receiver of Tenant’s property

14.2 Tenant’s Right to Cure.

(@) A default shall become an event of default (“Evaribefault”) if Tenant fails to cure
the default withirthe applicable cure period after State provides Tenahtwitten
notice of default, which specifies the nature of thaualef

(b) The cure period shall be sixty (60) days.

() State may elect to deem a default by Tenant &vant of Default if the default occurs
within six (6) months after a default by Tenant for wh®tate has provided notice and
opportunity to cure. This Paragraph 14.2 is effective regssdlewhether the first and
subsequent defaults are of the same nature.

14.3 Remedies.

(a) Upon an Event of Default, State may terminateltb@se and remove Tenant by
summary proceedings or otherwise.
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Without terminating this Lease, State may also taletProperty on any terms and
conditions as State in its sole discretion may deardeappropriate.

(1) If State elects to relet, rent received by it shalbpplied: (1) to the payment of
any indebtedness other than rent due from Tenant to Spte;the payment of
any cost of such reletting; (3) to the payment of thé abany alterations and
repairs to the Property; and (4) to the payment ofaedtleasehold excise tax
due and unpaid under this Lease. State shall hold andapplyalance to
Tenant’s future rent as it becomes due.

(2) Tenant shall be responsible for any deficiency createéteeletting during
any month and shall pay the deficiency monthly.

(3) At any time after reletting, State may elect to iaate this Lease for the
previous Event of Default.

State’s reentry or repossession of the Propertyrdrai@graph 14.3(b) shall not be
construed as an election to terminate this Leaseuseca forfeiture of rents or other
charges to be paid during the balance of the Term, unlassves a written notice of
termination to Tenant or termination is decreed by legaigedings.

SECTION 15 ENTRY BY STATE

State shall have the right to enter the Property ateagonable hour to inspect for compliance with
the terms of this Lease. State’s failure to inspeetRroperty shall not constitute a waiver of any
rights or remedies under this Lease.

SECTION 16 DISCLAIMER OF QUIET ENJOYMENT

16.1 No Guarantee or Warranty.

(@)

(b)

(€)

State believes that this Lease is consistentthwhPublic Trust Doctrine and that none
of the third-party interests identified in Paragraph 1.®&(H)materially or adversely
affect Tenant’s right of possession and use of thpd?tg, but State makes no
guarantee or warranty to that effect.

State disclaims and Tenant releases State froralamy for breach of any implied
covenant of quiet enjoyment. This disclaimer and sgla@acludes, but is not limited to,
interference arising from exercise of rights undemRhblic Trust Doctrine; Treaty
rights held by Indian Tribes; and the general power attbaity of State and the
United States with respect to aquatic lands and navigadikrsv

Tenant shall be responsible for determining the extieitg right to possession and for
defending its leasehold interest.
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16.2 In the Event of Eviction by Third Party. In the event Tenant is evicted from the Property by
reason of successful assertion of any of the righésp third party, this Lease shall terminate as of the
date of the eviction. In the event of a partial ewittiTenant’s rent obligations shall abate as of the
date of the partial eviction, in direct proportion te gxtent of the eviction, but in all other respects,
this Lease shall remain in full force and effect.

SECTION 17 NOTICE

Any notices required or permitted under this Lease may lsepalty delivered, delivered by facsimile
machine, or mailed by certified mail, return receipt reqeesb the following addresses or to such
other places as the parties may direct in writing ftione to time:

State: DEPARTMENT OF NATURAL RESOURCES
Region Name

Region Address

Tenant:

]

]
]
]

[
[
[
[

A notice shall be deemed given and delivered upon personatigelupon receipt of a confirmation
report if delivered by facsimile machine, or three (3) ddis deing mailed as set forth above,
whichever is applicable. All notices must identify ttade number to which the notice pertains.
Notices transmitted by facsimile machine shall statentimber of pages contained in the notice,
including the transmittal page, if any.

SECTION 18 MISCELLANEQOUS

18.1 Authority. Tenant and the person or persons executing this Leaséalh dieT enant
represent that Tenant is qualified to do business intdite 8f Washington, that Tenant has full right
and authority to enter into this Lease, and that eagleaery person signing on behalf of Tenant is
authorized to do so. Upon State’s request, Tenant wilige evidence satisfactory to State
confirming these representations. This Lease is entai@thy State pursuant to the authority granted
it in Chapters 79.105 to 79.135 RCW and the Constitution dbtdiee of Washington.

18.2 Successors and Assign3his Lease shall be binding upon and inure to the benefieof t
parties, their successors, and assigns.

18.3 Headings.The headings used in this Lease are for convenience iathiynano way define,
limit, or extend the scope of this Lease or the intdér@tny provision.
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18.4 Entire Agreement. This Lease, including the exhibits and addenda, if anyagmithe entire
agreement of the parties. All prior and contemporanagteements, promises, representations, and
statements relating to this transaction or to the Prppéany, are merged into this Lease.

18.5 Waiver.

(a) The waiver by State of any breach or default oftany, covenant, or condition of this
Lease shall not be deemed a waiver of such term, colvemasondition; of any
subsequent breach or default of the same; or of any tetlmey covenant, or condition
of this Lease. State’s acceptance of a rental paysmatitnot be construed to be a
waiver of any preceding or existing breach other thariaih&e to pay the particular
rental payment that was accepted.

(b) The renewal of the Lease, extension of the Laasie issuance of a new lease to
Tenant, shall not constitute waiver of State’s abtlb pursue any rights or remedies
under the Lease.

18.6 Cumulative Remedies.The rights and remedies of State under this Leaseuanalative and
in addition to all other rights and remedies afforde8tete by law or equity or otherwise.

18.7 Time is of the EssencelIME IS OF THE ESSENCE as to each and every provisidhi®
Lease.

18.8 Language.The word “Tenant” as used in this Lease shall be agplkcto one or more
persons, as the case may be. The singular shall initlagdural, and the neuter shall include the
masculine and feminine. If there is more than onefigrheir obligations shall be joint and several.
The word “persons,” whenever used, shall include individdiafss, associations, and corporations.

18.9 Invalidity. If any provision of this Lease shall prove to be invalwidy or illegal, it shall in
no way affect, impair, or invalidate any other provisidéthis Lease.

18.10 Applicable Law and Venue.This Lease shall be interpreted and construed in acamedgith
the laws of the State of Washington. Any referencedtatate shall mean that statute as presently
enacted or hereafter amended or superseded. Venue fartmyaaising out of or in connection with
this Lease shall be in the Superior Court for ThurstoanB, Washington.

18.11 Recordation. Tenant shall record this Lease or a memorandum dodungehe existence of

this Lease in the county in which the Property is ledaat Tenant’s sole expense. The memorandum
shall contain, at a minimum, the Property descriptib@,names of the parties to the Lease, the State’s
lease number, and the duration of the Lease. Tenalhpsbvide State with recording information,
including the date of recordation and file number. Tenaat kave thirty (30) days from the date of
delivery of the final executed agreement to comply withrdguirements of this Subsection 18.11. If
Tenant fails to record this Lease, State may recaddtTenant shall pay the costs of recording upon
State’s demand.
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18.12 Moadification. Any modification of this Lease must be in writing angin&d by the parties.
Oral representations or statements shall not bineretérty.

18.13 Survival. Any obligations of Tenant which are not fully performed mpermination of this
Lease shall not cease, but shall continue as obligatiatil fully performed.
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THIS AGREEMENT requires the signature of all partied @nexecuted as of the date of the last
signature below.

(LESSEE NAME - ALL IN CAPS)

Dated: 20
By:
Title:
Address:
STATE OF WASHINGTON
DEPARTMENT OF NATURAL RESOURCES
Dated: 20
By:
Title: (Typed Name Goes Here - Comm., etc)
Address:
Approved as to Form in June, 2006
by Janis Snoey
Assistant Attorney General
State of Washington
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REPRESENTATIVE ACKNOWLEDGMENT

STATE OF )
) ss.
COUNTY OF )
| certify that | know or have satisfactory evidence tha is the person who appeared

before me, and said person acknowledged that (he/slnejddigis instrument, on oath stated that
(he/she) was authorized to execute the instrument ambwatddged it as the (type of authority)

of _(name of corporation) to be the free and voyuataof such party for the uses and
purposes mentioned in the instrument.

Dated:
(Signature)
(Print Name)
Notary Public in and for the State of Washington, residing a
My appointment expires
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INDIVIDUAL ACKNOWLEDGMENT

STATE OF WASHINGTON )

) SS.
COUNTY OF )
| certify that | know or have satisfactory evidence tha is the person who

appeared before me, and said person acknowledged that ) lsgsieel this instrument and
acknowledged it to be (his/her) free and voluntary actieruses and purposes mentioned in this
instrument.

Dated:
(Signature)
(Print Name)
Notary Public in and for the State of Washington, residing
at
My appointment expires
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STATE ACKNOWLEDGMENT
(Region Manager)

STATE OF WASHINGTON )

) SS
County of )
| certify that | know or have satisfactory evidence tha is the person who appeared
before me, and said person acknowledged that she sigeedstinument, on oath stated that she was
authorized to execute the instrument and acknowledgedheas t of the

Department of Natural Resources, to be the free anohtarly act of such party for the uses and
purposes mentioned in the instrument.

Dated:
(Signature)
(Print Name)
Notary Public in and for the State of Washington, residing
at
My appointment expires
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STATE ACKNOWLEDGMENT

STATE OF WASHINGTON )
) SS
County of )

| certify that | know or have satisfactory evidenca b®UG SUTHERLAND is the person who
appeared before me, and said person acknowledged thah&d #igs instrument, on oath stated that
he was authorized to execute the instrument and acknowlléda®ethe Commissioner of Public

Lands, and ex officio administrator of the Departnmaitlatural Resources of the State of Washington
to be the free and voluntary act of such party forudes and purposes mentioned in the instrument.

Dated:
(Signature)
(Print Name)
Notary Public in and for the State of Washington, residing
at
My appointment expires
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