STATE OF WASHIHGTOMN
DEPARTHENT OF NATURAL RESOURCES
Brian J. Boyle
Commissioner of Public Lands
Olympia, Washington 98504

HHARBOR AREA LEASE HNO. 2629 : b

BY THIS LEASE, by and between the STATE OF WASHINGTOM, acting by and through the
Department of Natural Resources, hercinafter called the Lessor and HORLUCK TRANSPORTATIOMN
COMPANY, INC., hereinafter called the Lessee, the Lessor leases to the Lessee on the
terms and conditions as hercinafter set Forth, the following described harbor area situate
in Kitsap County, llashington, to wit:

That portion of the harbor area in front of Lots 1 to 10, inclusive, Block 13
(cast of Sidney Street), Sidney (now Port Orchard) Tide Lands, included within the Timits
of a tract described as follows:

Beginning at the northeast corner of said Lot 10, Block 13, and running thence N
87° 29' \l across the harbor area 175 feet, more or less, to a point on the east line of
said Lot 3, Block 13 produced north, thence South along said produced east line to a point
which bears llorth a distance of 50 feet Ffrom the northeast corner of said Lot 3, thence !l
87° 29' W parallel with the inner harbor line, 59 fect to intersect a line 11 feet
westerly and parallel with the cast line of said Lot 1 produced northerly, thence South
parallel with said produced east line 50 feet to a point on the inner harbor line, thence
1 87° 29' W along said inner harbor line to the east line of Sidney Strect, thence Horth
265 feet along said east line of Sidney Street produced, thence S 87° 29' E 256 feet to a
point on the east line of said Lot 10 produced north, and thence South along said produced
line to the point of beginning, as shown on Exhibit "A" and the official maps of Sidney
(now Port Orchard) Tide Lands on file in the office of the Commissioner of Public Lands at
Olympia Mashington, containing 1.09 acres, more or less.

Subject, however, to an casement for a right-of-way for a city street granted to
the City of Port Orchard on December 7, 1966 under Application Ho. 31554,
SECTION 1 OCCUPAMNCY

1.1 Term. This lease shall commence on the lst day of January, 1985 and continue to the
1st day of January, 2015.»

SECTION 2 USE OF PREMISES
2.1 Permitted Use. The Lessee shall have usc of the lecased premises for the purposes of
pier and floats for foot Fferry passenger service as shown on the exhibits approved by the
Lessor and on file in the office of the Lessor.

SECTION 3 PAYHENT

3.1 Rent.

a) Annual Rent. Annual rent in the amount of $5,498.00, as determined by the Lessor
in accordance with Chapter 221, laws of 1984 (RCW 79.90.450 - .902), or as amended by
subsequent legislation, is due and payable in advance by the lLessee to the Lessor and
is the essence of this lease, and is a condition precedent to the execution and con-
tinuance of this lease or any rights thereunder. Payment is to be to the Department

of Matural Resources, Olympia, Washington, 98504

b) Inflation Adjustment. Annual rent shall be adjusted cach year according to the
change in the Producer Price Index, as provided by regulations of the Department of
Natural Resources.

c) Interest Penalty for Past Due Rent Balances. A one percent (1%) charge, per
month, shall be due to Lessor, from Lessee, on any rent balance which is more than
thirty (30) days past due.
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3.2 Payment. The payment of the rental fixed to the Lessor each year in advance, is the
essence of this lease, and the same shall be, and is a condition precedent to the execu-
tion and continuance of this lease or any rights thereunder. Payment is to be made to the
Nepartment of Natural Resources, Olympia, Washington 98504,

3.3 Adjustment. The lessor shall at the end of the first Ffour (4) year period of the
Jease term and at the end of each subsequent four (4) year period of the lease term,
determine the annual rental in accordance with Chapter 221, Laws of 1984, or as amended by
subsequent Tegislation.

3.4 Leasehold Tax. The lLessee shall pay to the Lessor at Olympia, Washington 98504, the
leasehold tax, if applicable, as set forth in chapter 61, Laws of 1976, 2nd Ex. Sess., or
as may be amended. The tax shall be due and payable at the same time the rental charged
herein is due and payable. Failure to pay said tax when due and payable shall be con-
sidered a breach of the provisions of this lease and the Lessor shall be entitled to all
remedies they are entitled to by law, and the remedies provided herein for a breach of a
provision of this lease. Any delinquent taxes shall be a debt to the Lessor and in the
event the Lessor is subject to any penalties or interest because of the failure of the
Lessee to pay such taxes, such penalties and interest shall be payable by the Lessee to
the Lessor and shall be considered a debt to the Lessor. In the event the Lessor suffers
any costs of whatsoever nature, including attorney fees, or other costs of litigation in
collecting said tax, such cost shall be payable by the Lessee and shall be considered a
debt due and owing to the Lessor by the Lessee.

SECTION 4 RESERVATIONS AHD CONDITIONS OF USE

4.1 Discrimination. The Lessee covenants and agrees that in the performance of this
Jease agrecment, the Lessee shall conduct its activities in a manner that will assure
fair, equal and non-discriminatory treatment of all persons regardless of race, creed,
sex, marital status or ethnic origin. Hotwithstanding any exemption contained in State or
federal law, the Lessee shall comply with all federal and State laws, rules or regulations
concerning hiring and employment and assuring the service of all patrons, customers, mem-
bers or invitees without discrimination as to any person's race, creed, sex, marital sta-
tus or ethnic origin.

Hon-compliance with this clause by the Lessee shall constitute a breach of this lease
and the Lessor may initiate appropriate formal or informal action to assure compliance or
may, at its discretion, terminate this Tease upon 30 days notice to Lessee setting forth
the claimed violation or violations and giving the Lessee a right to appeal to the
Commissioner of Public Lands for a contested case hearing in accordance with the State
Administrative Procedures Act (RCW 34.04).

4.2 Regulations. The Lessor shall have the right to regulate, under rules established by
it, maintenance and design requirements of all improvements, rates of wharfage, dockage
and other tolls to be imposed by the Lessee upon commerce for any of the purposes for
which Teased harbor areas may be used, and to change such regulations and rates from time
to time.

4.3 Termination. The Lessor shall have the right to terminate this lease upon breach of
any of the terms or conditions contained herein, including the obligation to pay the spe-
cified rental contained herein, or for the failure or refusal to erect within a reasonable
time hereafter and continuously to operate and maintain in and upon the harbor area herein
described the wharfs, docks, buildings or other structures represented in the exhibits of
improvements proposed to be erected therein, which have heretofore been filed with the
Lessor, or as altered with the consent and approval of the Lessor and entered upon its
records. In addition, the Lessor shall have the right to terminate this lease for viola-
tion of any State or federal law, rule, regulation, order or permit required thereunder
governing the uses authorized pursuant to the terms of this lease.

4.4 Improvements. Ho improvement shall be placed upon the harbor area without the prior
written authorization of the Lessor. Authorized improvements constructed or placed on the
Jeased premises during the term of this lease by the Lessee, unless otherwise specified,
are the property of the Lessee, Upon the termination or expiration of this lease, the
Lessee agrees to sever, remove and dispose of those improvements designated by the Lessor

App. No. HA-2629

FORM RES 75-1809 -2~



on the premises, within six months from date of termination or expiration. In those cases
vhere the Lessor requires removal of improvements and such action is not taken by the
Lessee, the Lessee agrees that the Lessor may remove such improvements and charge the
Lessee for cost of removal and disposal. A1l improvements allowed to remain on the area
herein described, upon termination or expiration of this lease, shall be the property of
the Lessor.

4.5 Unauthorized Improvements. All improvements made on or to the premises without the
written consent of the Lessor shall immediately become the property of the Lessor, The
Lessor may, at its option, require the Lessee to remove and dispose of any or all improve-
ments, and in those instances where such action is not taken by the Lessee, the Lessor may
remove such improvements, charqing the Lessee for the cost of the removal and disposal, or
cancel the lease.

4.6 Acquisition. The Lessor reserves unto itself, port district, county, city or other
public agency in the territory where the portion of the harbor area described in this
lease is located, the right to assume and thereafter hold this lease upon acquirement of
the tidelands contiguous thereto and fronting thereon, without any value for said lease
except for improvements thereon where such improvements are owned by the Lessee.

4.7 Entry. The Lessor shall have access to the premises at all reasonable times for the
purpose of securing compliance with the terms and conditions of this lease.

4.8 Access. The Lessor reserves the right of access to and across the leasehold premises
for all purposes and further reserves the right to grant easements and other land uses on
the premises to others when the casement or other land uses applied for will not unduly
interfere with the use to which the Lessee is putting the premises, or interfere unduly
with the approved plan of development for the premises. MNo easement or other land uses
shall be granted to third parties, until damages to the lease holder have been paid to the
lLessee, or waiver signed by the Lessee,

4.9 Restrictions on Use. In connection with use of the premises, the Lessee shall:

(1} Conform to applicable laws and regulations of any public authority affecting the
premises and the use thereof, and correct at the lLessee's own expense, any failure of
compliance created through the lLessee's fault, or by reason of the Lessee's use,

(2) Remove no valuable material without prior written consent of the Lessor.

(3) Mot make or suffer to be made, any filling in of the leased area or any deposit
of rock, earth, ballast, refuse, garbage or other matter within such area except as
approved in writing by the Lessor.

SECTION 5 REQUIREMENTS

5.1 Assignment and Sublease. This lease, or any portion thereof, may not be assigned,
mortgaged, sublet or otherwise transferred without the prior written consent of the
Lessor. 1In granting such consent, the lLessor reserves the right to change the terms and
conditions of this lease as it may affect the assignee. Further, if the Lessee is a cor-
poration or partnership and if at any time during the term of this lease, any part or all
of the corporate shares or partnership interests of the Lessee shall be transferred by
sale, assignment, bequest, inheritance, operation of law, or other dispositions so as to
result in a change in the present control of the corporation or partnership by the person
or persons now owning a majority of the shares, or change in the holding of the corporate
or partnership interest, the same shall constitute an assignment of this lease and as such
shall require prior written consent of the Lessor., Failure to obtain written approval of
any assignment defined in this lease shall be grounds for cancellation.

5.2 Maintenance.

(1) The Lessee, at his sole cost and expense, shall at all times keep, or cause all
improvements {(regardiess of ownership) to be kept, in as good condition and repair as ori-
ginally constructed or as hereafter put, except for reasonahle use.

(2) The Lessee shall not allow debris or refuse to accumulate on the leased premi-
ses, caused either by himself or any person authorized on the premises by the Lessee.
Failure to comply with this provision shall be cause to permit the Lessor to remove the
debris and refuse and collect the cost of such removal -from the Lessee and/or cancel this
Tease.

5.3 Condition of Premises and Liability.

(1) The premiscs have been inspected by the Lessee and are accepted in their present
condition, Lessee agrees to defend and hold Lessor harmless from any and all claims suf-
fered, or alleged to be suffered on the premises, or arising out of operations on the pre-
mises.
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(2) The Lessee shall carry ...h a responsihle company or companies satisfactory to
the State, a sufficient amount of fire and casualty insurance to recover the value of any
or all improvements located on the leased premises. A copy of such insurance policy or
policies is to be endorsed and delivered to the State with provision of ten (10) days'
notice of change, expiration and/or cancellation to the State. In the event of fire or
casualty damage to any improvement owned by the State, or required to be left on the
leased premises at the expiration of this lease, the paid insurance benefits shall be used
to immediately replace said improvements in a manner acceptable to the State or, if
directed by the State, rehabilitate the area in a manper suitable to the State. Any por-
tion of the insurance proceeds not so utilized shall be returned to the State or if so
permitted, to be used to satisfy any outstanding obligations incurred by reason of this
lease heing utilized for loan security. In the cvent of fire or casualty damage to any
improvement ovned by the lLessee, the paid insurance bencfits shall be used to either
replace the improvement, or in lieu thereof, rehabilitate the area in a manner suitable to
the State. The lLessee shall quarantee that all sublessees shall have provisions to either
replace their own damaged improvements or to rehabilitate the area as defined above.

5.4 Assessments. The Lessee shall pay all the annual payments on all assessments that
may be legally charged, whether or not such assessments have been levied against the
leasehold or the Lessor by the assessing agency.

5.5 Insolvency of Lessece. If the Lessee hecomes insolvent, bankrupt, a receiver
appointed, or his interest is transferred by operation of law, the Lessor may cancel this
lease at its option. Insolvency as used herein, will mean the inability of the Lessee to
meet obligations as they come due.

SECTION 6 MISCELLANEOUS

6.1 MNo Partmership. The Lessor is not a partner nor a joint venturer with the Lessee in
connection with the business carried on under this lease and shall have no obligation with
respect to the Lessee's debts or other liahilities.

6.2 Mon-Waiver. Maiver by either party of strict performance or any provisions of this
lease shall not be a waiver of, nor prejudice the party's right to require strict perfor-
mance of the same provision in the future, or of any other provision.

6.3 Attorney Fees. If suit or action is instituted in connection with any controversy
arising out of this lease, the prevailing party shall be entitled to recover, in addition
to costs, such sum as the court may adjudge reasonable as attorney fees,

6.4 Succession. Subject to the limitations as stated in paragraph 5.1 on transfer of the
— = . - s .

Lessee's interest, this lease shall be binding upon, and inure to the benefit of the par-

ties, their respective successors and assigns,

6.5 Hotices. Any notice required or permitted under this leasc shall be given when
actually delivered or when deposited in the United States mail addressed as follows:

To the Lessor: Department of Natural Resources, Public Lands Building, Olympia,
Hashington 98504, To the Lessee: At the address given by the lLessee in the signature
block, or as shown on later official documents of record with this lease.

6.6 Liens.

{17 o persan shall have the right to file or place any lien of any kind or
character upon the land or improvements within the leasehold premises without the prior
written consent of the Lessor.

(2) In the event liens or other charges are placed on the leasehold premises,
including Yand or improvements, arising out of the lLessee's actions directly or
indirectly, the Lessee shall immediately cause such liens or charges to he discharged,
The lessor may forthwith cancel this lease if Lessee fails to discharge such liens or
charges after ten days' notice to do so by the Lessor. The l.essee shall pay and indemnify
the Lessor for all costs, damages or charges of whatsoever nature, including attorneys’
fees necessary to discharge such liens or charges, whether such costs, damages or charges
are incurred prior or subsequent to any cancellation of this lease.
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6.7 Litigation. In the event th:, lease, its terms, its use, its occupation or it in any
way becomes a matter of litigation, the Lessor shall be notified of such litigation within
fifteen days after such litigation is begun. Failure to notify the Lessor of such action
shall be cause for cancellation or termination of this lease,

6.8 Lessor's Right to Cure Defaults,

1) If the Lessee fails to perform any requirements or obligations under this
lease, the Lessor shall have the option to correct the 0h11gat1on of the lease after
thirty days' written notice to the Lessee. All of the Lessor's expenditures to correct
the default shall be reimbursed by the Lessee on demand, with interest at the rate of one
percent per month accrued from the date of expenditure by the Lessor.

(2) In the event any violation or breach of the provisions of this lease is causing
damage to the leasehold premises or the Lessee is utilizing the leasehold premises in a
manner not permitted by the provisions of this lease, or in any case damages are occurrlng
to the leaschold premises, the Lessor may immediately enter upon the leasehold premises
and take such action as necessary to ccase such damages or use. In the event the damages
or use is occurring by reason of a violation or breach of the provisions of this lease,
the Lessee shall be liable for all costs incurred by the Lessor by reasons of such viola-
tions. The Lessor, at its option may send notice to the Lessee of such violations and the
lLessec shall immediately cease such use or violation and correct and remedy such viola-
tions.

6.9 Bond. Lessee shall furnish a bond in the amount of $10,000.00 as a guarantee of the
performance of all the conditions set up and prescribed in this lease in all and every
part thereof.

6.10 Legislative Changes. The Lessee further agrees that the provisions contained in
paragraphs 3.1, 3.3 and 4.4 shall be subject to any changes in legislation affecting ren-
tal rates and 1mprovements.

The Lessee expressly agrees to all covenants herein, and binds himself for the
payment hereinbefore specified.

Executed this ?-/22/22 day of //;///2(/4 , 19 f/

STATE OF WASHINGTOM .
DEPARTMENT OF NATURAL RESQURCES

7. %444/@

—
/(7 ’JAHES A. STEARNS
Department Supervisor

Signed this day of , 19 .

HORLUCK TRANSPORTATION COMPANY, INC.

/'/"J o /‘ ,7\1'G/'/J(€d“l o J;ﬂ/ )
/ !

P.0. Box 87

Port Orchard, HA 98366

App. Ho. HA-2629
27104 50 54

*1f Lessee is a corporation, complete Certificate of Acknowledgment.
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CERTIFICATE OF

CORPORATE ACKNOWLEDGMENT

STATE OF Washington )
Ss
COUNTY OF Kitsap )
On this _ 7y ~ day of - ¥ebruary , 1985 , before me

personally appeared Mary A. Lieseke

to me known to bhe the President

of the corporation that executed the within and foregoing instrument and acknowledged
said instrument to be the free and voluntary act and deed of the corporation, for the
uses and purposes therein mentioned, and on oath stated that (he was) (they were)
authorized to execute said instrument.

IN WITNESS WIEREOF, I have hereunto set my hand and affixed my official seal

) Ave s Qc_ﬁ/\é

Notary WubTic in and for the State ¢f

the day and year first above written.

Washington residing at

Port Orchard
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EXHIBIT A

HORLUCK TRANSPORTATION CO

., INC.
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I, WARD C,MULLER, Licensed Land Surveyor, do hereby

cernify thatl this map occurately represents the correct localion

of the HORLUCK TRANSPORTATION CO'S. LEASE cldpa!l of
Harbor Area — being a partion of Ihe Harbor Area of Port Orchard

(A3 shown on official map of Sidney {now Port Orchard) Tide
tands, an tite in the office of ihe Cammissioner of Pubix Lands

at Olympia, Washington }, fronting Gov't. Lot 4, Section 26 -
F24N.-RIE WM., in Kilsap County, Wastington

AARO C MULLER ~ LICENSE No 4217
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EXHIBIT A

HORLUCK TRANSPORTATION CO., INC.
LEASE HARBOR AREA

KITSAP COUNTY, WASHINGTON

SECTION 26 -T.24N.-R.IE. -W. M.
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