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Sacramento, California 95814 

Staff of the Commission, in collaboration with the Office of 
the Attorney General, has made some substantial revisions to
the Commission's standard leasing covenants. Many of these
revisions result from changes in law, changes in economic 
climate, and recent court decisions regarding landlord and
tenant relationships . 

Included among the changes are provisions relating to payment
and modification of rental; assignments/ subleasing and 
bankruptcy; insurance; holding-over and restoration of the 
property, and toxics. 

The revised lease covenants apply generally to most surface 
leasing situations. As always, any substantial deviation from 
the standard covenants will be brought to the Commission for 
consideration on a lease-by-lease basis. 

AB 884: N/A. 

EXHIBIT : A. Proposed Revisions. 
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CALENDAR ITEM NO. 1 (CONT 'D ) 

IT IS RECOMMENDED THAT THE COMMISSION : 

1 . FIND THAT THE ACTIVITY IS EXEMPT FROM THE REQUIREMENTS OF 
THE CEQA PURSUANT TO 14 CAL. CODE REGS. 15061 BECAUSE THE 
ACTIVITY IS NOT A PROJECT AS DEFINED BY P. R. C. 21065 AND 
14 CAL. CODE REGS. 15378% 

2 . APPROVE AND ADOPT THE PROPOSED REVISIONS TO ITS STANDARD 
KEASE COVENANTS (SECTION 4 - GENERAL PROVISIONS) , DATED 
DECEMBER 6, 1989. ATTACHED. AS EXHIBIT "A" AND BY REFERENCE 
MADE A PART HEREOF. 
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EXHIBIT "A" 

REVISIONS TO STANDARD LEASE COVENANTS - SECTION 4 

January 8, 1990 

SECTION 4 

GENERAL PROVISIONS 

1. GENERAL 
These provisions are applicable to all leases, permits,
rights-of-way, easements, or licenses or other interests in 
real property conveyed by the State Lands Commission. 

2 . CONSIDERATION 
(a) Categories 

(1) Rental 
Lessee shall pay the annual rental as stated in

this Lease to Lessor without deduction, delay or offset, 
on or before the beginning date of this Lease and on or 
before each anniversary of its beginning date during each 
year of the Lease term. 

(2) Non-Monetary Consideration
If the consideration to Lessor for this lease is 

the public use, benefit, health or safety, Lessor shall 
have the right to review such consideration at any time 
and set a monetary rental if the State Lands Commission, 
at its sole discretion, determines that such action is 
in the best interest of the State. 

(b) Modification 
Lessor may modify the method, amount or rate of 

consideration effective on each fifth anniversary of the 
beginning date of this Lease. Should Lessor fail to exercise 
such right effective on any fifth anniversary it may do so 
effective on any one (1) of the next four (4) anniversaries
following such fifth anniversary, without prejudice to its
right to effect such modification on the next or any 
succeeding fifth anniversary. No such modification shall 
become effective unless Lessee is given at least thirty (30) 
days notice prior to the effective date. 

(c) Penalty and Interest 
Any installments of rental accruing under this Lease not 

paid when due shall be subject to a penalty and shall bear 
interest as specified in Public Resources Code Section 6224 
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and the Lessor's then existing administrative regulations
governing penalty and interest. 

3 . BOUNDARIES 
This lease is not intended to establish the State's boundaries 
and is made without prejudice to either party regarding any 
boundary claims which may be asserted presently or in the
future. 

4. LAND USE 
(a) General 

Lessee shall use the Lease Premises only for the purpose 
or purposes stated in this Lease and only for the operation 
and maintenance of the improvements expressly authorized in 
this Lease. Lessee shall commence use of the Lease Premises 
within ninety (90) days of the beginning date of this lease
or within ninety (90) days of the date set for construction 
to commence as set forth in this lease, whichever is later.
Lessee shall notify Lessor within ten (10) days after 
commencing the construction of authorized improvements and 
within sixty (60) days after completing them. Lessee's 
discontinuance of such use for a period of ninety (90) days 
shall be conclusively presumed to be an abandonment. 

(b) Continuous Use 
Lessee's use of the Lease Premises shall be continucus 

from commencement of the Lease until its expiration. 

(c) Repairs and Maintenance 
Lessee shall, at its own expense, keep and maintain the 

Lease Premises and all improvements in good order and repair 
and in safe condition. Lessor shall have no obligation for 
such repair and maintenance. 

(d) Additions, Alterations and Removal 
(1) Additions - No improvements other than those 
expressly authorized in this Lease shall be constructed 
by the Lessee on the Lease Premises without the prior 
written consent of Lessor. 

(2) Alteration or Removal - Except as provided under 
this Lease, no alteration or removal of improvements on 
or natural features of the Lease Premises shall be 
undertaken without the prior written consent of Lessor. 

(e) Conservation 
Lessee shall practice conservation of water and other 
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natural resources and shall prevent pollution and harm to the
environment. 

(f ) Toxics 
Lessee shall not manufacture or generate hazardous wastes 

on the Lease Premises unless specifically authorized under 
other terms of this Lease. Lessee shall be fully responsible 
for any hazardous wastes, substances or materials as defined 
under federal, state or local law, regulation, or ordinance 
that are manufactured, generated, used, placed, disposed, 
stored, or transported on the Lease Premises during the Lease 
term and shall comply with and be bound by all applicable 
provisions of such federal, state or local law regulation or
ordinance dealing with such wastes, substances or materials. 
Lessee shwil notify Lessor and the appropriate governmental
emergency response agency (ies) immediately in the event of any 
release or threatened release of any such wastes, substances
or materials. 

(g) Enjoyment
Subject to the provisions of paragraph 5 (a) (2) below, 

nothing in this Lease shall preclude Lessee from excluding 
persons from the Lease Premises when their presence or
activity constitutes a material interference with Lessee's
use and enjoyment of the Lease Premises as provided under this 
Lease. 

(h) Discrimination 
Lessee in its use of the Lease Premises shall not 

discriminate against any person or class of persons on the 
basis of race, color, creed, religion, national origin, sex, 
age, or handicap. 

(i) Residential Use 
No portion of the Lease Premises shall be used as a 

location for a residence or for 'he purpose of mooring a 
structure which is used as a residence. For purposes of this 
Lease, a residence or floating residence includes but is not
limited to boats, barges, houseboats, trailers, cabins or 
combinations of such facilities or other such structures which 
provide overnight accommodations to the Lessee or others. 

5. RESERVATIONS, ENCUMBRANCES AND RIGHTS-OF-WAY 
(a) Reservations 

(1) Lessor expressly reserves all natural resources in 
or on the Lease Premises, including but not limited 
to timber and minerals as defined under Public 
Resources Code Sections 6401 and 6407, as well as 

(REVISED 1/16/90) 
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the right to grant leases in and over the Lease 
Premises for the extraction of such natural 
resources; however, such leasing shall be neither 
inconsistent nor incompatible with the rights or 
privileges of Lessee under this lease. 

(2) Lessor expressly reserves a right to go on the Lease 
Premises and all improvements for any purpose 
associated with this Lease or for carrying out any 
function required by law, or the rules, regulations 
or management policies of the state Lands 
Commission. Lessor shall have a right of reasonable 
access to the Lease Premises across Lessee owned or 
occupied lands adjacent to the Lease Premises for 
any purpose associated with this Lease. 

(3) Lessor expressly reserves to the public an easement 
for convenient access across the Lease Premises to 
other State-owned lands located near or adjacent to 
the Lease Premises and a right of reasonable passage 
across and along any right-of-way granted by this
lease; however, such easement or right-of-way shall 
be neither inconsistent nor incompatible with the 
rights or privileges of Lessee under this Lease. 

(4 ) Lessor expressly reserves the right to lease, 
convey, or encumber the Lease Premises, in whole or 
in part, during the lease term for any purpose not
inconsistent or incompatible with the rights or 
privileges of Lessee under this Lease. 

(b) Encumbrances 
This Lease may be subject to pre-existing contracts, 
leases, licenses, easements, encumbrances and claims and 
is made without warranty by Lessor of title, condition 
or fitness of the land for the stated or intended 
purpose. 

RULES, REGULATIONS AND TAXES 
(a) Lessee shall comply with and be bound by all presently 
existing or subsequently enacted rules, regulations, statutes 
or ordinances of the State Lands Commission or any other 
governmental agency or entity having lawful authority and 
jurisdiction. 

(b) Lessee understands and agrees that a necessary condition 
for the granting and continued existence of this Lease is 
that Lessee obtain and maintain all permits or other 
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entitlements. 

(c) Lessee accepts responsibility for and agrees to pay any 
and ail possessory interest taxes, assessments, user fees or 
service charges imposed on or associated with the leasehold
interest, improvements or the Lease Premises and such payment 
shall not reduce rental due Lessor under this Lease and 
Lessor shall have no liability for such payment. 

7. INDEMNITY 
(a) Lessor shall not be liable and Lessee shall indemnify, 

hold harmless and, at the option of Lessor, defend Lessor, 
its officers, agents, and employees against and for any and
all liability, claims, damages or injuries of any kind and 
from any cause, arising out of or connected in any way with 
the issuance , enjoyment or breach of this Lease or Lessee's 
use of the Lease Premises except for any such liability, 
claims, damage or injury solely caused by the negligence of 
Lessor, its officers, agents and employees. 

(b) Lessee shall notify Lessor immediately in case of any 
accident, injury or casualty on the Lease Premises. 

8. INSURANCE 
(a) Lessee shall obtain and maintain in full force and 
effect during the term of this lease comprehensive general 
liability insurance and property damage insurance, with such 
coverage and limits as may be reasonably requested by the
state from time to time, but in no event for less than the 
sum (s) specified, insuring Lessee and Lessor against any and
all claims or liability arising out of the ownership, use, 
occupancy, condition or maintenance of the Lease Premises and
all improvements. 

(b) The insurance policy or policies shall name the State of 
California, its officers, employees and volunteers as
insureds as to the Lease Premises and shall identify the Lease 
by its assigned number. Lessee shall provide Lessor with a
certificate of such insurance and shall keep such certificate 
current. The policy (or endorsement) must provide that the
insurer will not cancel the insured's coverage without thirty 
(30) days prior written notice to the State. The State will 
not be responsible for any premiums or other assessments on
the policy. The coverage provided by the insured (Lessee) 
shall be primary and non-contributing. 

(c) The insurance coverage specified in this Lease shall be
in effect at all times during the Lease term and subsequently 
until all of the Lease Premises have been either accepted as 
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improved, by Lessor, or restored by Lessee. 

9 . SURETY BOND 
(a) Lessee shall provide a surety bond or other security 

device acceptable to Lessor, for the specified amount, and 
naming the State of California as the assured, to guarantee 
to Lessor the faithful observance and performance by Lessee 
of all of the terms, covenants and conditions of this Lease. 

(b) Lessor may require an increase in the amount of the 
surety bond or other security device to cover any additionally 
authorized improvements, alterations or purposes and any 
modification of consideration. 

(c) The surety bond or other security device shall be 
maintained in full force and effect at all times during the 
Lease term and subsequently until all of the Lease Premises 
have been either accepted as improved, by Lessor, or restored 
by Lessee as provided elsewhere in this Lease. 

10. ASSIGNMENT, ENCUMBRANCENG OR SUBLETTING 
(a) Lessee shall not either voluntarily of by operation of 
law, assign, transfer, mortgage, pledge, hypothecate or 
encumber this Lease and shall not sublet the Lease Premises, 
in whole or in part, or allow any person other than the 
Lessee's employees, agents, servants and invitees to occupy 
or use all or any portion of the Lease Premises without the 
prior written consent of Lessor, which consent shall not be 
unreasonably withheld. 

(b ) The following shall be deemed to be an assignment or 
transfer within the meaning of this Lease: 

(1) If Lessee is a corporation, any dissolution, merger, 
consolidation or other reorganization of Lessee or sale
or other transfer of a percentage of capital stock of
Lessee which results in a change of controlling persons, 
or the sale or other transfer of substantially all the 
assets of Lessee. 

(2) If Lessee is a partnership, a transfer of any 
interest of a general partner, a withdrawal of any 
general partner from the partnership, or the dissolution
of the partnership. 

(c). If this lease is for sovereign lands, it shall be
appurtenance to adjoining littoral or riparian land and bessee 
shall not transfer or assign its ownership interest or use 
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rights in such adjoining lands separately from the leasehold 
rights granted herein without the prior written consent of 
Lessor. 

) If Lessee desires to assign, sublet, encumber or 
otherwise transfer all or any portion of the Lease Premises, 
Lessee shall do all of the following: 

(1) give prior written notice to Lessor. 

(2 ) provide the name and complete business organization 
and operational structure of the proposed assignee,
sublessee, secured third party or other transferee; and
the nature of the use of and interest in the Lease 
Premises proposed by the assignee, sublessee, secured 
third party or other transferee. If the proposed 
assignee, sublessee or secured third party is a general 
or limited partnership, or a joint venture, provide a 
copy of the partnership agreement or joint venture 
agreement, as applicable. 

(3) provide the terms and conditions of the proposed 
assignment, sublease, or encumbranceng or other transfer; 

(4) provide audited financial statements for the two 
most recently completed fiscal years of the proposed 
assignee, sublessee, secured party or other transferee; 
and provide pro forma financial statements showing the 
projected income, expense and financial condition 
resulting from use of the lease premises; and 

(5) provide such additional or supplemental information 
as Lessor may reasonably request concerning the proposed 
assignee, sublessee, secured party or other transferee. 

Lessor will evaluate proposed assignees, sublessees, 
secured third parties and other transferees and grant 
approval or disapproval according to standards of 
commercial reasonableness considering the following 
factors within the context of the proposed use: the 
proposed party's financial strength and reliability
their business experience and expertise, their personal
and business reputation, their managerial and operational
skills, their proposed use and projected rental, as well
as other relevant factors. 

(e) Lessor shall have a resonable period of time from the
receipt of all documents and other information required under 
this provision to grant or deny its approval of the proposed 
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party. 

(f) Lessee's mortgage or hypothecation of this Lease, if
approved by Lessor, shall be subject to terms and conditions
found in a separately drafted standard form (Agreement and
Consent to Encumbranceng of Lease) available from Lessor upon 
request. 

(g) Upon the express written assumption of all obligations
and duties under: this Lease by an assignee approved by Lessor, 
the Lessee may be released from all liability under this Lease
arising after the effective date of assignment and not 
associated with Lessee's use, possession or occupation of or 
activities on the Lease Premises; except as to any hazardous 
wastes, substances or materials as defined under federal state 
or local law, regulation or ordinance manufactured, generated 
used, placed disposed, stored or transported on the Lease 
Premises. 

(h) If the Lessee files a petition or an order for relief is 
entered against Lessee, under Chapters 7,9,11 or 13 of the 
Bankruptcy Code (11 USC Sect. 101, et seq. ) then the trustee 
or debtor-in-possession must elect to assume or reject this 
Lease within sixty (60) days after filing of the petition or
appointment of the trustee, or the Lease shall be deemed to 
have been rejected, and Lessor shall be entitled to immediate 
possession of the Lease Premises. No assumption or assignment 
of this Lease shall be effective unless it is in writing and 
unless the trustee or debtor-in-possession has cured all
defaults under this Lease (monetary and non-monetary) or has 
provided Lessor with adequate assurances (1) that within ten 
(10) days from the date of such assumption of assignment, all
monetary defaults under this Lease will be cured; and (2) that
within thirty (30) days from the date of such assumption, all 
non-:"'. "tary defaults under this Lease will be cured; and (3)
that a 1 provisions of this Lease will be satisfactorily 
performed in the future. 

11. DEFAULT AND REMEDIES 
(a) Default 

The occurrence of any one or more of the following events 
shall immediately and without further notice constitute 
a default or breach of the Lease by Lessee: 

(1) Lessee's failure to make any payment of rental, 
royalty, or other consideration as required under 
this Lease. 

(2) Lessee's failure to obtain or maintain liability 
insurance or a surety bond or other security device 

(REVISED 1/16/90) 
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as required under this Lease. 

(3 ) Lessee's vacation or abandonment of the Lease 
Premises (including the covenant for continuous use 
as provided for in paragraph 4) during the Lease 
term. 

to obtain and maintain all(4) Lessee's failure or otherpermitsgovernmentalnecessary 
entitlements. 

(5 ) Lessee's failure to comply with all applicable 
provisions of federal, state or local law regulation waste,with hazardousdealingor ordinance 
substances or materials as defined under such law. 

(6) Lessee's failure to commence to construct and to 
complete construction of the improvements authorized
by this Lease within the time limits specified in 
this Lease. 

to comply with applicable
(7 ) Lesser . failure 

state. or local laws orprovisions of federal.; 
ordinanes relating to issues of Health and Safety. 

(b) Lessee's failire to observe or perform any other term,Lease to be observed or 
covenant or condition of this 
performed by the Lessee when such failure shall continue for
a period of thirty (30) days after Lessor's giving written
notice; however, if the nature of Lessee's default or breach 
under this paragraph is such that more than thirty (30) days 
are reasonably required for its cure, then Lessee shall not
be deemed to be in default or breach if Lessee commences suchthirty (30) day period and diligentlycure within such 
proceeds with such cure to completion. 

(c) Remedies 
the event of a default or breach by Lessee and 

Lessee's failure to cure such default or breach, Lessor may 
at any time and with or without notice do any one or more of 
the following: 

Re-enter the Lease Premises, remove all persons and(1) 
property, and repossess and enjoy such premises. 

ofand Lessee's right
(2) Terminate this Lease 

possession of the Lease Premises. Such termination 
shall be effective upon Lessor's giving written 
notice and upon receipt of such notice Lessee shallpossession of the Leaseimmediately surrender 
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Premises to Lessor. 

(3) Maintain this Lease in full force and effect and 
recover any rental, royalty, or other consideration 
as it becomes due without terminating Lessee's
right of possession regardless of whether Lessee 
shall have abandoned the Lease Premises. 

(4) Exercise any other right or remedy which Lessor may 
have at law or equity. 

12. RESTORATION OF LEASE PREMISES 
(a) Upon expiration or sooner termination of this Lease, 
Lessor upon written notice may take title to any or all
improvements, including fills, or Lessor may require Lessee 
to remove all or any such improvements at its sole expense and 
risk; or Lessor may itself remove or have removed all or any
portion of such improvements at Lessee's sole expense. Lessee
shall deliver to Lessor such documentation as may be necessary 
to convey title to such improvements to Lessor free and clear 
of any liens, mortgages, loans or any other encumbrances. 

(b) In removing any such improvements Lessee shall restore
the Lease Premises as nearly is possible to the conditions 
existing prior to their installation or construction. 

(c) All plans for and subsequent removal and restoration 
shall be to the satisfaction of Lessor and shall be completed 
within ninety (90) days after the expiration or sooner
termination of this Lease or after compliance with paragraph 
12 (d), whichever is the lesser. 

(d) In removing any or all the improvements Lessee shall be 
required to obtain any permits or other governmental approvals 
as may then be required by lawful authority 

(e) Lessor may at any time during the lease term require
Lessee to conduct at its own expense and by a contractor 
approved by Lessor an independent environmental site 
assessment or inspection for the presence or suspected 
presence of hazardous wastes, substances or materials as 
defined under federal, state or local law, regulation or 
ordinance manufactured, generated, used, placed, disposed, 
stored or transported on the Lease Premises during the term 
of the Lease. Lessee shall provide the results of the 
assessment or inspection to Lessor and the appropriate 
governmental response agency (ies) and shall further be 
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responsible for removing or taking other appropriate remedial 
action regarding such wastes, substances or materials in 
accordance with applicable federal, state or local law 
regulation or ordinance. 

13. QUITCLAIM 
Lessee shall, within ninety (90) days of the expiration or 
sooner termination of this Lease, execute and deliver to 
Lessor in a form provided by Lessor a good and sufficient 
release of all rights under this Lease. Should Lessee fail 
to or refuse to deliver such a release, a written notice by 
Lessor reciting such failure or refusal shall, from the date 
of its recordation, be conclusive evidence against Lessee of 
the termination of this Lease and all other claimants. 

14. HOLDING-OVER 
Any holding-over by Lessee after the expiration of the Lease 
term, with or without the express or implied consent of 
Lessor, shall constitute a tenancy from month to month and 
not an extension of the Lease term and shall be on the terms, 
covenants, and conditions of this Lease , except that the
annual rental then in effect shall be increased by twenty five
percent (258) . 

15. ADDITIONAL PROVISIONS 
(a) waiver 

(1) No term, covenant, or condition of this Lease and 
no default or breach of any such term, covenant or 
condition shall be deemed to have been waived, by
Lessor's acceptance of a late or nonconforming 
performance or otherwise, unless such a waiver is 
expressly acknowledged by Lessor in writing. 

(2) Any such waiver shall not be deemed to be a waiver 
of any other term, covenant or condition of any
other default or breach of any term, covenant or 
condition of this Lease. 

(b) Time 
Time is of the essence of this Lease and each and all of 
its terms, covenants or conditions in which performance 
is a factor. 

(c) Notice 
All notices required to be given under this Lease shall 
be given in writing, sent by U.S. Mail with postage
prepaid, to Lessor at the offices of the State Lands 
Commission and the Lessee at the address specified in 
this Lease. Lessee shall give Lessor notice of any 
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change in its name or address. 

(d) 
Where Lessor's consent is required under this Lease its 
consent for one transaction or event shall not be deemed 
to be a consent to any subsequent occurrence of the same 
or any other transaction or event. 

(e) Changes 
This Lease may be terminated and its term, covenants and 
conditions amended, revised or supplemented only by 
mutual written agreement of the parties. 

( f ) Successors 
The terms, covenants and conditions of this Lease shall 
extend to and be binding upon and inure to the benefit
of the heirs, successors, and assigns of the respective 
parties. 

(g) Joint and Several Obligation 
If more than one Lessee is a party to this Lease, the 
obligations of the Lessens shall be joint and several. 

(h) Captions 
The captions of this Lease are not controlling and shall
have no effect upon its construction or interpretation. 

(i) Severability 
If any term, covenant or condition of this Lease is
determined by a court of competent jurisdiction to be 
invalid, it shall be considered deleted and shall not 
invalidate any of the remaining terms, covenants and
conditions. 

This Lease shall only become effective when approved by the 
State Lands Commission of the State of California and a duly
executed copy has been delivered to Lessee. The submission of this 
Lease by Lessor, its agent or representative for examination by
Lessee does not constitute an option or offer to lease the Premises 
upon the terms and conditions contained herein or a reservation of 
the Premises in favor of Lessee. Lessee's submission of an 
executed copy of this Lease to Lessor shall constitute an offer to 
Lessor to lease the Premises on the terms and conditions set forth 
herein. 
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