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Attention: fGeneral Counsel

HILARY S. FRANZ
COMMIBTIONER OF PLBLIC LANDS

AMENDMENT AND NOTICE OF AND CONSENT TO ASSIGNMENT OF LEASE

Lease No. 20-A12561

Grantor: Washington State Department of Natural Resources

Grantee(s):  HollyFrontier Puget Sound Refining LL.C; Equilon Enterprises LLC

Legal Description: Section 20 and Section 29, Township 35 North, Range 2 East, W.M.
Assessor’s Property Tax Parcel or Account Number: Not Applicable

Assessor’s Property Tax Parcel or Account Number for Upland parcel used in conjunction with
this lease: P33022 .

This Amendment and Notice of and Consent to Assignment of Lease (“Agreement”) is made by
and between STATE OF WASHINGTON acting through the Department of Natural Resources
(“State””), EQUILON ENTERPRISES LLC, a Delaware limited liability company registered to
do business in the State of Washington, whose address is 150 N. Dairy Ashford Ave., Houston,
TX, 77079, United States (“Assignor”) and HOLLYFRONTIER PUGET SOUND REFINING
LLC, a Delaware limited liability company registered to do business in the State of Washington,
whose address is 2828 N. Harwood St., Dallas, TX 75201-1518, United States (“Assignee”).
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BACKGROUND
A. Lease No. 20-A12561 was entered into on the 21st day of September, 2004, by and
between Assignor and State, and recorded with the Skagit County Auditor's office under
recording number 202110200099 (the “Lease™).

B. The Lease is for the Property legally described in Exhibit A to the Lease.

C. Section 4 of this Agreement includes amendments to the Lease.

D. The term “Lease” in this Agreement includes all amendments to the Lease entered into
previous to the date of this Agreement and all amendments within Section 4 of this
Agreement.

E. A copy of the Lease is attached as Exhibit 1.

F. Capitalized terms in this Agreement that are not expressly defined herein have the
meaning assigned to them in the Lease.

G. Assignor now possesses the rights, duties, and liabilities under the Lease.

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

THEREFORE, Assignor and Assignee agree as follows:

SECTION 1 NOTICE OF INTENT TO ASSIGN

Assignor gives notice of its intent to assign the Lease to Assignee. Assignor warrants to State
and Assignee that Assignor will assign all of its rights, title, and interest as Tenant under the
Lease to Assignee effective the 1st day of November, 2021, for the balance of the term as
provided in the Lease upon State’s consent to the assignment.

SECTION 2 NOTICE OF INTENT TO ASSUME

Assignee gives notice of its intent to assume all the duties and liabilities of Tenant under the
Lease for the balance of the Lease term as provided in the Lease effective the 1st day of
November, 2021. By signing this Agreement, Assignee guarantees faithful performance and
discharge of the duties and liabilities of Tenant according to the terms of the Lease.
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SECTION 3 NO RELEASE

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

SECTION 4 AMENDMENTS

Paragraph 2.2, Paragraph 3.1, Paragraph 3.4, Section 7, Section 8, Section 10, Section 11, and
Exhibit B of the Lease are amended to read as specified in Exhibit 2, attached hereto. All other
terms of the Lease not inconsistent with these amendments or this Agreement are hereby
affirmed and ratified.

SECTION 5 FURTHER ASSIGNMENTS

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

SECTION 6 WARRANTIES

Assignor represents and warrants to State and to Assignee that:

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

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

(©) Assignor has no knowledge of any claims, offsets, or defenses under the Lease or
against State;

(d) the rents due subsequent to this assignment have not been paid in advance; and

(e) to the best of Assignor’s knowledge, the Property is in full compliance with all
applicable federal, state, and local governmental permits, rules, ordinances, and
laws.

Assignor shall defend, indemnify, and hold harmless State from any breach of the foregoing

warranties and from any claims or causes of action, known or unknown, of Assignor that have or
may arise from circumstances that precede this Agreement.
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SECTION 7 NOTICE

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

The parties shall direct notices required or permitted under this Consent to the following
addresses:

State: DEPARTMENT OF NATURAL RESOURCES
Orca-Straits District
919 North Township Street
Sedro-Woolley, WA 98284
Ross Zimmerman
360-707-1355
ross.zimmerman(@dnr.wa.gov

Assignor: EQUILON ENTERPRISES, LLC
150 N. Dairy Ashford Ave.
Houston, TX 77079

Assignee: HOLLYFRONTIER PUGET SOUND REFINING LLC
2828 N. Harwood Street, Suite 1300
Dallas, TX 75201-1518
Attention: General Counsel

Any Party may change the place of delivery upon ten (10) days’ written notice to the others.
Notice is effective upon personal delivery or three (3) days after mailing.

SECTION 8§ RECORDATION OF AGREEMENT AND ASSIGNMENT
AND NOTICE TO STATE

Assignor agrees to provide written notice to State that an assignment between Assignor and
Assignee has been executed, and to record this Agreement and the assignment (or memorandum
of assignment) between Assignor and Assignee in the county in which the Property resides. Such
assignment, notice, and recording must occur within 60 days of the date upon which this
Agreement is executed. To meet the requirement that the assignment between the Assignor and
Assignee be recorded, Assignor may record either the assignment document or a memorandum
of assignment. Written notice to State under this Section shall include the recording number of
this Agreement, the recording number of the assignment (or memorandum of assignment), and a
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copy of the assignment document or memorandum of assignment. If Assignor fails to notify
State of the assignment in accordance with this Section, this Agreement shall be void.

SECTION 9 CONSTRUCTION

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

SECTION 10 CONSENT BY STATE

In consideration of the foregoing, State consents to the assignment of the Lease to Assignee.
However, State expressly conditions this consent on the understanding that neither State’s
consent nor its collection of rent from Assignee shall be a waiver of the covenant restricting
future assignments or subletting. Furthermore, State’s acceptance of Assignee as Tenant shall not
be construed as releasing Assignor from full performance of the provisions of the Lease. Except
as set forth in this Agreement, no provision of this Agreement or this consent alters or modifies
any of the terms and conditions of the Lease, including the requirement that the written consent
of State be obtained before any further assignment of the Lease or subletting of the Property
occurs. If State fails to receive written notice of the assignment in accordance with Section 8§ of
this Agreement, State’s consent shall be void.
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THIS AGREEMENT requires the signature of all Parties and is effective as of the date of the last
signature below.

ASSIGNOR:
EQUILON ENTERPRISES LLC

Dated: , 20

By: ANNA L. McNEW

Title: Attorney-in-Fact

Address: 150 N. Dairy Ashford Ave.
Houston, TX 77079

Phone:  832-762-2514

ASSIGNEE:
HOLLYFRONTIER PUGET SOUND REFINING
LLC

Dated: OcOer 21 509

By: VATERIE POMPA
Title: Senior Vice President Refining Operations
Address: 2828 N. Harwood St. Suite 1300
Dallas, TX 75201-1518
Phone:  214-871-3555

STATE OF WASHINGTON
DEPARTMENT OF NATURAL RESOURCES

Dated: ,20

By: KATRINA LASSITER
Title: Interim Deputy Supervisor for Aquatics
Address: 1111 Washington St. SE

Olympia, WA 98504

Approved as to form this
27th day of October 2021
Jennifer Clements, Assistant Attorney General
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THIS AGREEMENT requires the signature of all Parties and is effective as of the date of the last
signature below.

ASSI R:
EQUILON ENT ISES LLC
Dated: CO&EB&R Z8 ,2021 A,Lﬁj

By.  ANNA L. McNEW

Title: Attorney-in-Fact

Address: 150 N. Dairy Ashford Ave.
Houston, TX 77079

Phone:  832-762-2514

ASSIGNEE:
HOLLYFRONTIER PUGET SOUND REFINING
LLC

Dated: , 20

By: VALERIE POMPA
Title: Senior Vice President Refining Operations
Address: 2828 N. Harwood St. Suite 1300
Dallas, TX 75201-1518
Phone:  214-871-3555

STATE OF WASHINGTON
DEPARTMENT OF NATURAL RESOURCES

Dated: , 20

By: KATRINA LASSITER
Title: Interim Deputy Supervisor for Aquatics
Address: 1111 Washington St. SE

Olympia, WA 98504

Approved as to form this
27th day of October 2021
Jennifer Clements, Assistant Attorney General
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THIS AGREEMENT requires the signature of all Parties and is effective as of the date of the last
signature below.

ASSIGNOR:

EQUILON ENTERPRISES LLC

Dated: ,20

By: ANNA L. McNEW

Title: Attorney-in-Fact

Address: 150 N. Dairy Ashford Ave.
Houston, TX 77079

Phone:  832-762-2514

ASSIGNEE:
HOLLYFRONTIER PUGET SOUND REFINING
LLC

Dated: , 20

By: VALERIE POMPA
Title: Senior Vice President Refining Operations
Address: 2828 N. Harwood St. Suite 1300
Dallas, TX 75201-1518
Phone:  214-871-3555

STATE OF WASHINGTON
DEPARTMENT OF NATURAL RESOURCES

Dated: _(Difnfec 28 , 20 21 7,{»} %

By: KW\JX LASSITER
Title: Interim Deputy Supervisor for Aquatics

Address: 1111 Washington St. SE
Olympia, WA 98504

Approved as to form this
27th day of October 2021
Jennifer Clements, Assistant Attorney General
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REPRESENTATIVE ACKNOWLEDGMENT

STATE OF Te/x@j )

) ss.

COUNTY OF Ha rris )

I certify that I know or have satisfactory evidence that ANNA L. McNEW is the person who
appeared before me, and said person acknowledged that she signed this instrument, on oath
stated that she was authorized to execute the instrument and acknowledged it as the Attorney~in-
Fact of EQUILON ENTERPRISES LLC to be the free and voluntary act of such party for the
uses and purposes mentioned in the instrument.

Dated: W"—(‘&& doa\ L//V\r }/W

(Signature)

Kim Melzon
KIM NELSON (Print Name)

SR )
. ) Notary Public, State of Texas Notary Public in and for the State of /X
NN/ My Comm. Exp. 08/28/2024 residing at Galvesteon _

T2 Notary ID 489996 Y
My appointment expires g )ag Q?QQL/
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REPRESENTATIVE ACKNOWLEDGMENT

STATEOF | 4y 0-S )
) ss.

COUNTY OF S Yol las )

I certify that 1 know or have satisfactory evidence that VALERIE POMPA is the person who
appeared before me, and said person acknowledged that she signed this instrument, on oath
stated that she was authorized to execute the instrument and acknowledged it as the Senior Vice
President Refining Operations of HOLLYFRONTIER PUGET SOUND REFINING LLC to be
the free and voluntary act of such party for the uses and purposes mentioned in the instrument.

pwet: ) 047 [ \/\/Mxml& IO s

(Signature)

MELVAD TOLLETT
NOTARY PUBLIC
IDit 126844708

prelva . (blled

(Print Name)

Notary Public in and for the State of ! LX0.g,
residing at A8 A K : BEeYS) 5‘\‘6 (300
Dc\,(l_'.\‘aa.s T)( 7550 [

My appointment expires

? State of Texas
Comm. Exp. 10-10-2022

Pa'aaaasaaa ¥
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STATE ACKNOWLEDGMENT

STATE OF WASHINGTON )
) ss.
)
!

County of Thurston

|
I certify that I know or have satisfactory evidence that KATRINA LASSITER is the person who

appeared before me, and said person acknowledged that she signed this instrument, on oath
stated that she was authorized to execute the instrument and acknowledged it as the Interim
Deputy Supervisor for Aquatics of the DEPARTMENT OF NATURAL RESOURCES, to be the

free and voluntary act of such party for the uses and purposes mentioned in the instrument

L2021 Mﬂo
Signature)

(Print Name)
Notary Public in and for the State of

\\\\\\\\\\m,
SN MA Y/,, 'i,
’/
Washington, residipgat
}4‘1/1?& &7%«/
7

S AR G, 70,
(&
My appointment expires ?“o?";f

Dated: %M pri

(Seal or stamp)

:Q:‘s:;\:-,SI?N 'r, «
:::§ ‘}0 A"J— 4;
921026406 %

P F
L% Cup© £ g
'7 l,"' ~0 .15 \“&
(‘\O "l\\\\\\\\\ \;
A waset <&

fhyy NN

\\“\“““ll

N

%
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EXHIBIT 1

STATE OF WASHINGTON
DEPARTMENT OF NATURAL RESQURCES
DOUG SUTHERLAKD, Cammissizner of Pablic Lands

AQUATIC LANDS LEASE
{Commercial)

AQUATIC LANDS LEASE NO. 20-A12561

THIS LEASE is made by and between the STATE OF WASHINGTON, acting through
the Depsriment of Natural Resources {"State™), and EQUILON ENTERPRISES, LL.C
{registered in the state of Daloware), d.b.a, SHELL O PRODUCTS US, 2 limited

liabélity C’(mﬂpgny {“”E'eezant”},
BACKGROUND

Tenant dosires to Iease the squatic lands commonly known as Fidalgo Bay, which arc
bedlands ocated in Skagit County, Washington, from Sizte, und State degires o lense the
property to Tenant purseant 1o the terms and cenditions of this Lease,

THEREFORE, ihe parties agree as foliows:
SECTIONt PROPERTY

1.1 Property Defined, Siaic leasesto Tonant and Tenant leaseg [ram State the resd
property described in Exbibit A togethar with sll the righis of Swie, iMany, o
improvements on and easemets benefiting the Property, but subjecl to the cxecptions
and restrictions set fosth in this Lease (cotlectively ilie “Propeny™). This Lease is subject
o all valid fnlerests of third parties noted in the records of Skagt County, or on &l in the
affice of the Commissioner of Public Lands, Qlympia, Washingion; rights of the public
under the Puldic Trust Docisine or federal savigalion servitode; and treaty rights of
Indinn Tribes. Not incloded in this Loase are any right 1o harvest, collect ar damase any
patural rescurce, including aquatic life or living plamts, any water rghts, or any mincral
righta, including any right to excavate or withdraw sand, gravel, or other valuable
materdals. Stewe reserves the right 1o grast easements snd other Jand nsss oa the Property
to others when the casement of other land uses will not unreasanably tnterfere with

Tenant's Pertnitied Use.

1.2 Survey, Maps, sud Plans, In executing this Lease, State {5 relying on the
surveys, plais, diagrems, andior begal deseriptions provided by Tenant. Tenant s nat
relying upon and Stale is not meking any representalions about any survey, plat, diagram,
snd/or Jegal doscripifon provided by Stalc,

Forrn Dase, 032003 1 Agreesrent Mo 25-A12861
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1.3 Irspection. Stele makes no sepresentation regarding the copdition of the
Property, improvernenis Tocated on the Property, the suiability of the Properiy for
Tenant's Permnitted Use, compiiance with governmental laws znd regulations, aveiltability
of uility fights, acceas 1o the Property oy the existence of hezardous substatsces on the
Property, Tenant has inspeceed the Propenty and aceepts it *AS I8.#

SECTION 2 USE

41  Permifted Use. Tenant shall use the Property for a crude oil and petraleus
produet transfer (the “Permitied Use™), and for no other purpose. The Permitied Use is
deseribed or shown in greater detail in Exhibit B, the forms and conditions of which are
incarparated by relerence and mede a part of this Lease, The parties suree {hat thisjz a
waterdependent use,

2.2 Restrictions on Use. Tenant shall not cause or peranit 2ny damage to natural
resourees on the Property. Tenant shall atso net cause or permoit any filling activity to
ceouron the Property, This prohibition includes any deposit of rack, 2arth, ballest,
refuse, parbage, waste malter {inchuding chemical, biclogical or toxie wastes),
hydrocarbons, any other polistants, or other matter in or on the Property, cxcep: as
gpproved in writing by State. Tenant shall neither conniit nor sllow waste to be
eommitted to or on the Property. If Tenant fails 1o comply with all or any of the
sesteictions on the use of the Propery set out in this Subsectisn .2, State shall notify
Temint and provide Tenant 3 reasonable time to lake all sleps necessary fo remedy fhe
failure, If Tenant fzils to do so in o timely manner, then Staic may ke any steps
regsonably necessary 10 remedy this failure, Upon demand by State, Tenant shall pay all
costs of such remedial action, including but not fimiled to the costs of rentoving and
disposing of any malerial deposiled improperty on the Property. This section shall not in
any way lim# Tenant's Jighility under Section 8, below,

23 Conformance with Laws, Teaan shall, at all times, keep current and comply
with il conditions and terms of any permits, licenses, certificates, repulations,
ordinances, statutes, and other povernment rules and regulations regarnding its use or
poeupancy of the Property.

24 Licos nnd Encumbrances. Tenant shali keep the Property fres and elear af any
liens and encurabrances zrising out of or velaling to its use or occupancy af the Properiv.

SECTION 3 TERM

33 Term Dehued. The term of this Lease is Thimy (30) years (the “Tenn™,
beginning on the 1st day of September 2004 (the “Commencement Date™), und ending on
the 31st day of August 2034 {Lhe "Terminstion Dstc™), unless tenminated sooner under
ths terma of this Lesse.

3.2 Renewal of ihe Lease. Tenant shall have the opliss 1o repew this Lease for Zero
(%) additional ierms of Zero (Q) years cach. The initial Term of this Lease, and sl

a2

Feem Daie 079 3085 Agosrent No, 25412803
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renewal terms, shall not excesd Thinty [30) yesrs in the aggrepate. Tenard shall exercise
this option by providing written notice of its election 1o renew al least minsly (90) days
prior 1o the Termination Date of the initis] Term or any rénéwal ferm of this Lesse.
Tepant shall not be entitled 1o renew if' 1t is in defaull under the torms of this Lease at the
time the option o renew is exerersed. The terms and conditions of any renewal 1eom
shall he the same u5 set forth in this Lease, except that rent shall be recalcelated, the
required amounts of financis] security may be revised, and provisions dealing with
hazardous waste or impacts (o natural resources may be changed al the time of the
rencwal.

3.3 Delay in Delivery of Passession. If State, for any rcasen whatsosver, cannot
deliver possession of the Propedty 1o Tenant on the Commenceniant Date, this Tease shail
nat be void or voidable, nor shall State be lishle 10 Tenamt for any loes oF damage
resulting from the delay in delivery of possession. Jn such event, the date of delivery of
possessivg shall be the Commencement Date for all purpeses, including the paymem of
rent. In fhe evert Tenant takes possession befors the Commencement Date, the date of
possession shall be the Comnencemsnt Date for all purposes, inciuding the payment of
rent, I ihe Lease Term commences sardier or later than the scheduled Commenceinent
Dai=, the Termination Daie shall be adjusted accordingly.

3.4  Endef Term. Upon the expiration or iermination of the Term or exiended ferm,
as applicable, Tenant shall sunvender the Properiy to State in the some or better condition
as on the Commencement Date, reasonable wear and tear excepied.

35  Hold Over. If Tenant remains in possession of the Property afier the
Termination Dats, the occupancy shall nol be an extension or renewal of the Term, The
pecupancy shell be a month-to-monih tenency, on teams identical to the terns ol this
Lease, which may be terminated by cither party on thirty (303 days writlen notice. The
monthly rent during the holdover shall be the same rent which would be duc if the Lease
wers still in affect and all adjustments in renl were made in accordsace with its terms, IT
Stare provides a netice to vacate the Property in anticipation of lhe tennination of thiz
Lesse or yl any tme ailer the Termination Date and Tenant fails o do so within the Dme
st forth in the notice, then Tenant shal] be 2 traspasser amd shall owe the State al)
amounis due under RCW 78,01.760 or other applicable faw.

SECTION 4 RENT
4.1 Anpual Reot Until adjosted oz get forth below, Tenam shall pay o State an
ganual rent of Thirteen Thovsand Five Hundred Bighiy Three Dollass and 53/100
{S13,383.59). The annual rent, a5 it curvently exisis or as adjusied or modified {the
“Annual Rent™), ghall be due and payable In full on or before the Commencement Date
and on or before the same date of each year thereafler.

4,2 Paymeunt Place, Payment is io be made 1o Finaneial Management Division, 1111
Waghington 5t SE, PQ Box 47041, Olympia, WA 98504-7041,

Porm Pate HEHAS Agreemnens Na, 34125841
k g
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43  Adjwstment Bosed on Use. Ansoal Rent is based o Tenantl's Permitted Use of
the Property, as described in Sectian 2 ghove, If Tenant’s Permitied Use changes, the
Ansea) Rent shall be adjisted 8% sppropimte for the changed use,

4.4  Rent Adfustments for Water-Dependent Uses,

{a}  Inflation Adjustnent. State shall adjust water-dependent rent annually
pursuani fo RCW 79.90.450 -50Z, except in thoss years in which the rent
is revalued under Subsection 4.4{b} below, This adjusiment shall be
effective on the anniversary of the Commencement Date.

(®) Revalustion of Rent. Stale shall, at the end of the first four-yesr peried of
the Term, and 2t the end of each subseguent four-yvear period, revalue the
waicr-dependent Annual Rent in accordance with RCW 79.80.450- 902,

{cy  RentCap. After the initial year's rent is determined under Subsection 4.1,
repl may increase by operation of Subsection 4.496a) or 4.40k). 1
applization of the statutory rent formala for water-dependent uses would
fesull in an incrsass in the rent atribustable 0 such uses of more than fifty
percent {50%) in any one year, the eeipal inerease implemented in such
vear shall be limited 1o fifty percent (30%) of the then-existing rent, in
socordance with RCW 79.20,490. The balance of the increase determmned
by the formals skall be deferred 1o subsequent yeass and added to the next
and subsequent years' renta! increases until the fell amount of the incresse
is lawiully implemented.

4 Rent Adjustment Procedores,

in

{3t} Motice of Rent Adjustment.
Motice of any adjusimenis 1o the Annual Rent that are aflowed by
Subsection 4.4 (b) shall be provided to Tenant in writing no Iater than
ety (V0] deys afer the anniversary date of the Leage,

{b}  FProcedures en Failure 1o make Timely Adjustmant.
In the event the Stalc fails to provide the potice required in Subsection 4.4
{a), it shal be prohibited from collecting any adjustments to reat only for
the year in which it failed 1o provide notice. Ne {aijure o State to adjust
Annual Rent pursuamt 1o Suhsection 4.4 (2) shall afTect the Staic’s right to
esinblish Aunual Rent for 2 subseguent lease year us if the missed or
waived sdjusiment had been implemented. The State may adjust, B, and
colizct Anneal Rent prospectively as if any missed or waived adjusiments
had aciually been implemented. This includes (he impiementation of any
inNation atjustraent and any rend revajostions that would have been
authorized for previous lease vears.

Forns Dare, F3FHER & Agieemeny No, 30-A (2861
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SECTION S OTHEREXPENSES
Diuring the Term, Tenani shall pay the following additional experses:

5.1  Utilities. Tenant shail pay al] fees charged for ulilities in connection with the use
and occupancy of the Property, including bul not Hmited to clectricity, water, gas, 2nd
telephone service.

52  Taxes and Assessments. Tesant shzil pay all taves {fncluding leasehold excise
{a%es), sssessmenis, ond ather governmental cherges, of any kind whatsoever. applicable
or gtirthitable 1o the Property, Tenant’s leazehold interest, the impravemands, or Tenant's
use and enjoyment of the Property.

5.3 Right to Contest. Tenant may, in good faith, contest any tax or zssessment at i1
sole cost and expense. At the request of State, Tenant shall furnish reasonabie protection
in the form of & bond or other seeurity, satisfaclory to Sate, againgl any loss or liability
by reason of such conlest,

54  Proof of Payment, Tenamt shall, if requited by Stee, fumish to State receipts or
other appropriate evidence estobilishing the payment of any amounts required 1o be paid
wnder the terins of this Lease,

85  Failure w Pay, I Tenau f2ils to pay any of the amounts due uader this Lease,
Slate may pay the amoum due, aad recover its cost in accordanes wiih the provisions of
Saction 6.

SECTION 6 LATE PAYMENTS AND OTHER CHARGES

6.1  Laie Churge. I{ any seatal pavment is not recesved hy State wiilin ten (10) days
af the date due, Tzaan shall pay to State # late charge equal to four pereent {4%) of the
amcuni of the payment or Fifty Dellars (850), whichever is greater, 10 defray the
overhoad cxpenses of State incident to the delay,

6.2 Interest Penalty for Past Doe Rent and Other Sums Owed, 1£rent is not paid
within thirey (30} days of the date dug, then Tenant shadl, in addition to payiag the late
charges derermined under Subsection 6.1, above, pay interest on 1he smovnl cutstanding
al the rate of one percent {1%2} per moenth until pald. 17 Sdate pays or advances any
amouris for of on behali of Tenant, including bot not Bimited to leaschold taxes, laxes,
assessmeg, insurance premiums, cosis of removal and disposal of unauthorized
pralerials pursuand (o Section 2 sbeve, costs ef removal and disposal of improvemenis
pursiant 1o Section 7 below, or ether amatsits not paid when due, Tenant shall reimburse
Staic for the amownt paid or sdvanced and shall pay intorest on that amount at the rate of
one percesit {19%) per aionth from the date State notifies Tenant of the payment or

advanca.

Agreement No. 2b20 3361

wh

Foran Date 07 2K3

Notice of and Consent to Assignment of Lease Page 14 of 64 Lease No. 20-A12561



Notice of and Consent to Assignment of Lease Page 15 of 64

202111120126
11/12/2021 01:54 PM Page 17 of 66

6.3  NoAccord and Sstisfaction. I Tegant pays, or Stale otherwise pecsives, 2g
amount less than the full amount then due, Stste may apply such payment 85 i elects, In
the abaence of an election, the payvment or receipt shall be applied first ta acerued taxes
which State has advanced or may be obligated to pay, thea to other amounts advanced by
Staie, fhen (o late charges and acorued inerest, and (hen to the cacliest rent dee. Swate
may aceepd 2ny peyment in zry smount withowt prejidice to State's right to recover the
belance af the rent oF pursue any other righ! or remedy. No eadorsement or stuternent oo
any check, any payment, or any letier necompanying any check or payment shaf]
consiitte or be construed as accord and satisfaction.

6.4  NoCounterclaim, Seioff, or Abaternent of Rent. Excepi as expressly set fosth
elsewhere in this Laase, rent snd st other sums payeble by Tenant pursvant to (his Lease
shatl be paid without the requirement 1hat Siste provide prior notice or demand, and shail
rol be subject 16 any counterclaim, setoff, deduction, defense or abatement,

SECTION 7 IMPROVEMENTS

1.1 Existing Improvements. On the Commencement Date, the following
improvements are located on the Property: Docks and whasf struciure supported by
pilings. The impravements are oot swied by State “Existing Improvamenis.®

7.2 Tenant-Owned Improvements. So iong 2s this Lease remains in effect, Tenznt
shall retain ownership of all Existing Improvements, and all authorized improvemenss
and trade fixtures it may place on the Property (colfeetively "Tenant-Chivned
Improvemenis”}. Tenont-Chaned Improvemeats shzll pot inciude any consintction,
reconsiruciion, alieration, or addition i any Unauihorized Improvements as defived ip
Subsection 7.5 below. Ne Tenant-Cowoed Improvements shafl be placed on the Property
without Siate’s prior writlen cansenl.

7.3 Construction. Prior 1o any construction, alieration, replacament, removal or
major repair of any improvenems (whether State-Owned or Tenaat-Cwnzd), Tenant
shall submit {o Stete plans and specifications which deseribe the proposed activity.
Construction shall not eommenee until State has approved those plens and specifications
in wriling and Tenamt has obained a perlommance and psyment bond in 50 2maunt equs)
10 123% of the vstimated cost of constriction. The perfonmance and payment bond shall
be mainfaned uahl the costs of construction, including all laborers and materis| persons,
have becn paid in full. State shadl have sixty (60) days in whiel 1o review the proposed
plans ond specifications. The plans and speeifications shall be deemed approved and the
requirement for State’s wrilten consent shall be treated as waived, unless Stae notifies
Tenant etherwise within the sixty (60) days. Upon completion of construction, Temant
shall promptiy provide State with as-built plans and specifications. Stale’s conscnt and
spproval shall not be required for any routine mainienanes or repair of improvements
mzde by the Tenant pursasnt 1 ils obligation  maintain the Property in good order and
repair that does not resell in the construction, slieration, replacement, remeval, or major
repair of any mprovements on the Property.
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74  Removal. Tenant-Owned Improvements shall be removed by Tenant by the
Termination Date untess S1ate notifies Tenant that the Tenant-Crwned Improvements may
remain. 1 the State glects fir the Tenant-Owned Improvements to remain on the
Property after the Temvination Date, they shall become the property of State without
pavinent by Sisle (if the provisions of RCW 72.94.32(1or RCW 79.95.040 apply, Tenant
shall be emitled to the rights provided in the stanse). To the extent thar Tenani-Cwvned
Improverants inchuds itzms of personal property which may be rempverd frami the
leasehold premisas withowt harming the Property, or diminishing the value of the
Property ar the improvemens, the State ssseris no ownership interest in these
{provements unless the parties agree otherwise in writing upon lemmination of thss
Lease, Any Tenam-Owned Improvements specifically identified as persanal progerty in
Exhibit A or B shall be {reated in acenrdance with this provision. Tenast shall notify
State a1 least ane hundred cighty {180) days befars the Termination Date if it intends to
leave the Tepunt-Qwned Improvements on the Property. State shall then have nincty (89)
dsys in which 0 notify Tenam that # wishes ta have the Tenant-Cwned Improvenients
removed or etects 10 have them remain. Failuss 1o notify Tenant shali be deemed an
election by State that the Tepant-Owned Inprovements will remain on the Property. If
the Teaam-Owned buprovements remssin on the Property sfier the Termination Date
without Siate's actual or deemed consemt, they sl will become the property of the Siate
bur the Siate inay remeve them and Tenent shalt pay the costs 6§ rempval snd disposal
upen Stale's demand.

7.5  Uravthorized Improvements, Improvements made on the Property without
Stale's prior cansen! pursuant to Subgection 7.3 or wlhitch are net in conformance with the
plans submitted w0 and approved by State (“Unauthorized Improvements™) shall
immediately become the property of State, unjess State efects otherwise, Regardiess of
ownerghip of Unisutharized Improvements, Stale may, al its option, requine Tenant to
sever, remove, and dispose of ther, charge Tenant rest for the use of them, or both, If
Tenant fails to remove an Unouthorized Improvement upen reguest, Siale may remove 1
and charge Terant for the cost of removal and disposal.

SECTION 8 ENVIRONMENTAL LIABILITY/RISK ALLOCATION

8.1 Definition. “Hazaedous Subsiance” means any substance which now or is the
future becomes renated or defined under any federal, state, or local statute, ordinaee,
rule, regulation, or other law relsting ko human healtl, environmenial protection,
comamination or cleanup, including, but not limited to, the Comprehensive
Envirpnmenial Response, Compensation and Liability Act of 1930 ("CERCLA™), 42
L.5.C. 9601 ¢ s2g., and Washington's Made] Toxies Control Act ("MTCA"), RCW
7010300140 g1 s8¢

8.2 Use of Hazurdous Substances, Tenant covenants and agrees that Hazardous
Substances will not be used, stored, generated, processed, ranspoerted, handled, released,
or dispozed of in, on, under, or above the Properly, excepl in accondancs with all

applicable laws,
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8.3  Current Condiiions, Duty of Utmost Care, and Duty to Investigate.

()  State makes no represeniation about the condition of the Propery.
Hazardous Subsiapces may exist in, on, under, or above the Property.
With regard to any Hezardous Substanves that may exist in, on, under, o
above the Property, Stete discleims any and all responsibility ta conduct
invesligations, o review any State records, documents ar files, or to-obtain
or supply zny information to Tenant.

{(h)  Tenant shall exercise the wlmest care with respect i both Hezordous
Substances in, on, under, or ghove the Property a8 of the Conunencement
Prate, and sny Hazardous Substances that come to be located in, on, under,
or above he Property during the Tenn of this agreemznt, along with the
foreseeable aots or omisstons of third panies sffecting those Hezsrdous
Substances, snd the faresesahle consequences of those acts or amissions.
The ohligation to exereiss wmost care under this Subssction 8.3 [ncludes,
hut is not lomited 1o, the following reguirements:

)] Tepant shall not undertake activities tha! will cause, conlabuie o,
or exscerbate contamination of the Propenty,

(2)  Tenant shalt not undentake activities thar demage or interfere with
the operation of remediai or restoration activities on the Froperty
or undertake activities that resull in homan or environmental
axposure to conlaminated sediments on the Propernty;

{3)  Tenant shall not underake any activities that regult i the
meclanical or chemical disturbance of an-site kabitat mitigation;

{4} Ifrequestsd, Tenant shall allow reasenable access 1o the Property
by employvees and authorized apenis of the Environmenial
Protection Apency, the Washingion Siate Depariment of Ecology,
or other similar cavironmental agencies; 2ad

(3)  ifrequested, Tenant shall allow reasonsble access Lo potentially
lisble or responsible parties who arc the subject of an order ar
consent Oscres which requires arcess to the Property. Tcenant’s
ghiigation to provide access to potentially liable or respansible
parties may be conditioned upon the negatiaton of 2n access
agreement with such parties, provided that such agreement shall
not be unreasonehly withheld,

{c}  Tushall be Tenant's oblipation lo gaiher sufficient information concerning
the Propesty xnd the existeace, scope, and location of any Hazardous

Sulystances on the Property, or adicining the Property, that aliows Tenant
ta affectively mees its obligations under this lease,
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8.4  Notification and Reporiing,

{a}  Tenant shall immedistely notify State if Tenant becounes aware of any of
the following:

{13 A release or threatened release of Hazardows Substancas in, on,
under, or above the Property, any adjoining property, ar any other
property subject fa use by Tenanl in conjunction with its use of the
Property;

{2)  Anyproblem ot Hiability refated ta, or derived from, the presence
of any Hazerdous Substance in, on, under, or above the Frapey,
amy adioining property, or any olher proporty subject to use hy
Tenant in conjenction with its usc of the Properiy,

(3)  Anyzctunl or atleged violation of ay fedesal, stete, or local
siaute, ordinence, rule, repulation, or olher law peraining to
Hazardons Substanees witl respect to the Property, any adjoining
property, ar any other property subject to use by Tenant in
conjenction with ils use of the Property;

{4 Any lien or aciion with respect to any of the Taregoing; or,

{5y  Asynotificalion from the US Environmienta) Prolection Agency
{EPA] or the Washington State Depariment of Ecology (DOE) tha
respediation or removal of Hazardous Subslances is or may be
requived at the Property.

{b)  Upon request, Tenant shall provide Sinte with copics of any and all
reports, studies, or audits which pertain o cavironmental issoes o7
consoms assccisted with the Froperty, and wiieh were preparcd for
Tenant and submitted 1o any federal, state or lgcs! suthorities pursuant o
any federal, state or local permil, license or law, These pamuits include,
hut are wet limited to, any National Pollulion Discharge and Elimination
System Permit, any Army Corps of Engineers permit, any State
Hydraulics permil, any State Walcr Quality cenification, or any
Sybsiantial Development permit.

8.5 Indemaiftcation,

{2}  Tenant shali Fally indemnify, defend, and hold Siate hanmless from and
against any and all claims, demands, demages, natural resourse Samapes,
response cosis, remedial cosls, cleanup costs, losses, licns, liabilities,
penalties, fines, Jpwsuits, other proceedings, costs, and expenses
{including attomeys' fees and dishursersents), that arise owl of, or are in
any way relmed w:

Fomn Bate 6703 ] Apreement Ne. 28-312561
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{i}  The use, storage, generation, processing, iranspodtation, handling,
or disposal of any Hazardous Substance by Tenent, its sultenants,
contreclons, agenis, eroployess, guests, invitess, or affiliates in, on,
vrnider; or above the Property, any adjoining propeny, or any other
property subjact i use by Tenaat in conjuncticon with its use of the
Property, during the Term of this Lease or during any time when
Tenant occupics or oecupiad the Property or any such other
PIOpPEry,

{2} The refease or Ureatencd releese of any Hazardous Substance, ot
the exscerbation of any Hazardous Substance comtamination, in,
on, under, or above the Properly, any adjoining properiy, of any
other praperiy subject 1o use by Terant in vanjuncticn with its use
of the Propery, which release, threalenzd releasy, or exucerbztion
wieurs or ocourred during the Tarm of this Lease or during any
lime when Tenant oceupies or occupicd the Propeny or any such
other property, and 55 8 result ol

(i Anvy sel or amission of Tenant, its sublenatis, contractors,
agzents, employess, guests, invilees, or affiliates; or,

(i} Anv foresecahle act or omission of o thind parly unless
Tesiant exercised the dlimost care with respect o the
foreseeable acts or omissions of the third party and the
foreseeable conscquences of thoss acts or amissions.

b} T addition to the indemnifications provided in Subsection 8.5(a), Tenant
shall Tully indemuify Stale for any and sll damages, labilities, cosis or
expenses {including attomeys' fees and disbursements) that arise out of or
are in any way related (o Tenants breach of the obligations of Subsection
8.3(b). This sbiigation is nol inlensded 1o duplicaic the indemnily provided
in Subsextion §.5(a) and applics only w damages, Habilities, costs, or
expenses thai are asseciated with a breach af Subsection 8§.3{b} and which
are not characienized es a releass, threpiened release, or exacabation of
Hugzardous Subsiances,

R.6 Cleanup. I{arelzase of Hazardous Sebstances ocours in, on, under, or above the
Property, of oiher State-owned property, arising out of any action, inaction, or svent
described or referred io in Subsection 8.5, above, Teaant shall, at Hs sole expense,
promptly take afl actions secessary or advisahle 1o clean up the Hazardous Substances.
Cleanup sctions shall inclade, without limitgtinn, semavel, containment and remsedial
actions and shail be performe in accordance with al] applicable laws, rules, ordinunces,
and permits. Tenant's obligation to undenake a cleanup under ihits Subsection B.6 shall
he limited 10 those instances where the Hazardous Subslances exist in amounts that
aypeed lhe tueshold linits of any applicable regulatory cleanup standerds. Tevant shall
also be solely responsible for all cleanup, administrative, and enforoement costs of
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povernmiental agencies, including naturz] resource domage claims, arising cut of any
aciion, ingction, of cveni deseribad or referred o in Subsection 8.5, sbove. Tenant may
undertake a cleanup pursuant o the Washingion State Department of Ecology's
Voluntary Cleanup Program, provided that: (1) Any cleznep plans ghal] be submitied 1o
State {DNR) for review aad commemt at feast thimy (30) days prier to implementation
{except in emergency siluations), and (2) Tenant must not be in breach of this feace.
Kothing in the operation of thiz provision shall be construed 28 an agreement by Stale
that the valuntary eleanup complics with any laws or with the provisions of this Lesse,

87  Sampling by Stats, Relmbursement, and Split Samples.

{a} Simte mey conduct sampling, tesis, audils, surveys, or investigations
{"Tecte"} ol the Property 2t any time o dedermine the existence, scope, or
effects of Hazardons Subistances on the Property, any sdjoining property,
any other propery subjest 1o use by Tepant in conjunction with its vse of
the Properiy, or any natural resourses. [ such Tests, along with any other
information, demenstrates the cxistenee, relcase, or thresiened relesse of
Hazardous Subsiances arising out of any aclion, inaction, or event
describod or refered ta in Subsection 8.5, above, Tenant shall prompily
reimburse Staie fur all costs assoctated with such Tests.

thy Siate’s shility to seek reimbursement Jor any Tests under this Suhsection
shall be conditioned upon State praviding Tenant writlen notice af s
intent to conduct any Tests @ least thirty (30) ealendar days prior
updestaking such Tests, unicss such Tests are perfurmed in response to an
emergeney sivalion in which case Stats shall only be required 1o give
such motice as is reasonably practical,

Tenant shall be entitlzd to oblain split samples of uny Test samples
ollained by State, bui only if Tenant provides State wilh walien notice
requesting such samples sHithin twenty (203 calendar days of the date
Tenant is deemed 1o have received notice of State’s intent 1o condust eny
pon-emergency Tests, The additional cost, if any, of split samples shall be
borne solely by Teaant. Any additional costs State incurs by vinue of
Tenam's split sampling shall be reimbursed to State within thirty (30)
calendar days afler a bill with documentation for such cosls is send o
Tenznl.

e,
l"I
Samet

Withsn thirty (30) calendzr days of a written request {uniess otherwise required parsuant
ta Svbeection $.4¢h), above), cither pasty o this Lease shall provide the other party with
validated final data, quality assurance'quality conleol inforpsation, and chain of cugtody
infermation, associated with any Tests of the Property perlonmed by or on behalf of Siaie
or Tenamt, There is no oblipztion to provide any analyiicsl summaries or £xpert opinion
work prodact.
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88  Reservotion of Rights. The parties have agreed to alfocsie centain envisonrmental
riske, labilities, and responsibilities by the teoms of Section 8. With respect to thage
environmental liebilities covered by the indemnification provisions of Subsection 8.5,
thst subsection shall exclusively govemn the allocation of those labilities. With rospect to
any envirorument: risks, Habiliies, or responsibilities not covered by Sybseciion 8.5, the
pariies expressly reserve and do not waive or velinquish asy rights, clalms, imownities,
cances of action, or defenses relaling fo the presenoe, relesse, or thireatened releass of
Hazardous Substances in, on, under, or above the Property, any adjoining propersiy, or
any other properly subject 10 use by Tenant in conjunction with ks use of the Property,
that eilher party may have against the oiher nnder federal, state, or local Taws, incleding
but net Hmited to, CERCLA, MTCA, and the common kaw, Ne rght, claim, imowmnity,
or defense gither party may have againgt third parties i3 affecied by this Lease and the
parties expressly resenves all such rights, claims, immuniiics, and defonses. The
sllocations of risks, liabitities, and responsibilities set forth above do not referge either
party from, or affect cither party’s lability for, claims or actions by federal, siate, or local
regulaiory agencies concerning Hazardous Subswances,

SECTION 9 ASSIGNMENT AND SUBLETTING

8.1 State Consend Required. Tenznt shall not sell, convey, morigage, assign,
pledge, sublst, or otherwise tmnsier or encumber all or any pan of Tenant's snterest in
this Lease or the Property without Siatc’s prior writien conscent, which shall not be
unreasonably conditioned or withheld.

(2} In determining whether to consent, State may cansides, among other
itemag, the proposed transferae’s financial condition, business reputation
and experience, the nulure of the proposed ransferes's business, the then-
currenl value of the Froperty, and such other faclors a3 may reasormably
brar upon the seitability of the 1ransferes as 5 tenant of the Propeny.
Tenant shall submil information regarding any prapoesed irunsferse to
Statc at least thrty {300 duya prior lo the date of the proposed transler.

(b}  Stale reseeves the right Io condition s conseni upon: {1} changes in the
ierms and condilions of this Lease, incleding the Annual Rent and oiher
terms; and/or {2} the agreement of Tenant or wansferes te conduct Tests
for Hezardous Substances an the Property ar on other property owned of

oceupied by Tenat of the 1cansferss,

{c} Each permilted fransferee shall pssume all obligations uwnder this Leasce,
including the payment of rent. No assignment, sublet, ar transfer shail
release, discharge, or ailrerwise affect the liability of Tensat,

9.2 Event of Assignment. I Tenant is a corporation,  dissolution ol the corporation
or a transfer (by one or more transactions) of @ majority of the voting stoek of Tenant
shall be deemed to be an assignment of this Lease. 1f Tenant is a parinseship, a
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dissalufion of the parinership or a transfer (by one or more transactions) of the controlling
inierast in Terant shall be deemed an assignmcnt of this Lesse.,

83  Rent Pavments Following Assigmment. The accepiance by State of the payment
af rent following an assigement or other transfer shall not constiiuts consent to any
assignment or lransfer.

9.4  Tersns of Subleases. All subleases shall be submitied to Stale for appraval and
shall meet the fallowing requirements:

(@)

(b}

{e}

i)

(2

i}

g

)

{1

The sublease shall be songistent with and subject to all the terms and
conditions of this Loase;

The sublzase shail confinm that if (he lerms of the sublease conflicl with
the terms of this Lease, this Lease shs!l control;

The term of the subleass {including any period of time covered by a
renewal nption} shall end helore the Termination Date of the initial Term
of any rengwal tom;

The sublease shall terminate if this Lease wermunatcs, whelber upon
expiration of the Term, failure lo exercise an option 1o renew, cancellation
v State, spreader or for any other reason;

The subienant shall receive and sckoowledgs receipt of u copy of this
{easg;
The sublease shall prohibil the prepayment to Tenant by the subtenani of

more than one monti's rent;

The sublease shall ideniify ihe renial ammount 1o be paid to Tenant by the
sublenant;

The sublease shzll confizm that there i3 no priviiy of contract betwesn the
spbienant and State;

The sublease shall requise removal of the subicnant’s improvements and
wade fixtures upon lerminstion of the subleasc; and,

The subtenant's permitted use shafl be wilkin the Permitted Use autherized
by this Lease,

9.5 Routine Svblessing of Moorage Slips. In the case of routine subleasing of
moorage slips to recreational and commercial vessel owners for a term of onc year or
less, Tenunt shall not be required to obtain State’s writlen consent er approval pursuant o

Form Dt 0V2005 i

Agreement Mo, 20-2133¢1

ld

Notice of and Consent to Assignment of Lease Page 22 of 64 Lease No. 20-A12561



202111120126
11/12/2021 01:54 PM Page 25 of 66

Subsection 9.1 or Subsection 9.4, Tenant shall be obligated to ensure that these meorage
sgreements conform to the sublease requiremeants in Subgection 9.4.

SECTION 10 INDEMMNITY, FINANCIAL SECURITY, INSURANCE

103 Imdemnity. Tenant shall indemnify, defend, and hold harmliess State, its
employees, officers, and sgents [rom any and all liability, damages (including bodily
injury, personal injury end damages 1o land, aquatic life, and other natural reseurces),
expenses, causes of action, suits, claims, cosls, [ees fincluding 20omeys’ feag), penalties,
or judgments, of any naiiie whatsoever, arising out of the use, occupation, or contrwl of
the Properiv by Tenant, its subtenants, invitess, agents, employees, licensees, or
permitiees, excepl as may arise solely out of the wiltful or negligent act of State or Sate's
elzcled officials, employecs, or agents. To the extent that ROW 4.24.115 appliee, Tepan
shall not be required 1o indemmify, defend, and hold Stae hnmmless from State's sole or
eoneursant regligence. Tenant’s lisbility to Swle ot haeardous substances, and s
oblipgstion to indsmnify, defend, and hold the Stute harmless {or hezardous substances,
shall be governed exclusively by Section 8.

18.2  Finapcia] Security.

fa} At its own cxpense, Teaant shail procure and maintain a corporate suretly
bond or provide ather Bnantial security satisfaciory io Sate (e "Band”}
in an amoust equal to Thirty Thousend Dallars (338,000}, which shall
seeure Tenant's full perfpomance of its obligations under this Lease, with
tha axception of the cbligations under Seclion 8 (Envircrmental
LiabilityRisk Allocation) above. The Bond shall be in a form and issued
by a sureiy company acceptable to State. State may require an adpustment
in the amour! of the Bond:

(1) Atthe same lime as revalualion of the Annual Remt;

{2)  Asacondition of approval of assignment or sublenze of this Lease;
{3} Upen o material changs in the condition of any improvements; or,
{$) Upon a change in the Permtted tse.

A new or modilied Bond shall be deliversd 1o State within thity (30} days
afier adjustment of ike amount of the Bond has been reguired by State.

ib} Upos any default by Tenant i its obligalions under this Lease, Stale muy
collect on the Band to ofTsed the liabifity of Tenant o State. Coilection on
the Bond shall not refieve Tenant of Hahility, shatl not Bmit any of State’s
olher remedies, and shall not reinglate or cure the dafault ar prevem
sermination of the Lesse becsuse of the defaull,

Farm Daper 8772005 14 Agresmend No. 20.0 12361
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103 Insurance. Atits own expense, Tenant shall procure and maimtain during the
Temm of 1his Lease, the inenrance coverages and limits described in Subsections 10.3(a)
snd {b) below, This insurance shall be iszued by an insurance company or companics
edmitted and Jicensed by the Insurance Commissinner (o Jo business in the State of
Washington. Insurers must have a rating of B+ or better by "Best's Insurance Reporis,”
o1 & comparable rating by another rating company scoeptable to State. Wnon-admitted or
non-rajed carriers are used, the policies must comply with Chapter 48.15 RCW.

{a) Tvpes of Reguired Insurance.

{1} Commercial General Liability Insurance. Tenant shall procurs and
maintzin Commercial General Liabifity insurance snd, if
applicable, Marina Operators Legal Liabiltty insurance covering
claims for bodily wijury, persenal {njury, or property damage
arising on ihe Propesly andfor arising out of Teneat’s uperstions. I
necessary, commercial pmbrells insurance covering claims for
thiese risks shall be procered and mainiaines), lnsuranec must
inchade liability eoverage with limits not less than those specified
bejow:

Dicseriplion
Ezch Ooourrenge SLA00,060
General Aggrepate Limit 32,000,000

Simic mav inpose changes tn the hmits of hability:

{i} As a condition of approval of assignment or sublease of this
Lease;

iy  Upoca any breech of Section 8, sbove;

{iiiy  Upon amaterial change in the cond#lion of the Property or
any HNPrOVENIcHLs] o,

(1) Upan a change in the Peroutied Uze.

New or medified insurance coverage shall be in plage within thiry {30) davs after
changes i the limus of lebility are required by Siate.

{2}  Property Insurance. Tenant shall procure and mainiain propery

insurance covering all real property lossled on or constiluting &
pan of the Properiy in 51 amount egual 1o the roplacement value of
all fenprovernents an the Property. Such insurance may have
commerciaily reasonable deductibles.

Forrn Deate: S2 2003 15 Agreenier We 20-813301
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(3)  Worker's Compensation/Employer's Liability Insurance. Tenant
shall procore and maimiain:

(i} Sizie of Washington Worker's Compensation z:%:mn‘ages as
applicable, with respect 1o any work by Tenard's employeas
on oF a!xmt the Properiy and o any impravements;

Emplovers Liability or “Stop Gap” insurance coverage wi ith litits not less than those
spacified below. Insurance must include bodily injucy coverage with Yirmts not less than
thoze speeified below:

Each Employees Policy Limit
By Acgident By Dicease By Digense
£1.00G,000 £1,000,900 51,000,000

Lowsgshore and Harbor Worker's Act and Jonss Act ceverage, as applicable, with respect
1w arye wirk by Tenant's emyployees on or about 1he Properly and on sny improvements,

{47 Buoilder's Risk Instwance. As applicable, Tenant shall procure and
maintain buildess risk insurance in an amount reasanably
satisfhctory (o St during constructing, replicament, or malerial
allcration of the Property or improvemenis on the Properny.
Coverage shall be in place umifl such work is completed and
evidence of completion is provided (o State,

{5)  Business Aulo Policy Insurance. As applicatﬂe Tenant shall
procuce sid maiotain a business suto policy. The insurance must
includle liabiliy coverage with limits not less than those specified

below:
Descrintion Each Accident
Roddily Injury and Property Damage 31,000,000

{b} Terms of Insurance. The policies required under Subscetion 10.3 shall
mame the State of Washinglon, Department of Natural Resources 23 an
additional insured {except for State of Washington Warker's
Compensglion coverage, end Fedeml Jones” Act and Longshors and
Marbor Workee's Act coverages). Funhermere, all policies of insurance
deseribed in Subsection 0.3 shall meet the following reguirements:

{f Palicies shall be writtcn s primary palicies oo comtributing with
and not in excess of caverage that Stale may cacy;

{23 Policies shall expressly provide that such insurance may net be
canceled or nonrenewed with respect to State except upun

Furm [age §3:200% 16 Agreeerent No, 38-A1256]
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forty-five (43) days prior writlen notice from the insurance
company 1o Siae;

{3y Tothe extent of State’s insurable inferest, property coverage shall
gxpressly provide that 2l procesds shall be paid jointly 1o Siate
angt Terani;

{43 Al Hability policies must provide coverage o an accurrence basis,
and

{5} Lisbility policics shall not include exclusions for cross Bability,

Proof of Insuranice. Tesant ¢hall fumish evidence of fasurance in the formof &
Cenifieas of Insurance satisfaciorny 10 the State aceompanicd by @ checklist of coverages
privided by State, cxcouted by a duly suthorized representative of each insurer showing
zompliance with the inswrance requirernents deseribed in section 19, and, if requested,
enpies of policies 1o Swie. The Certiflicate of Insurance shall reference the State of
Washington, Department of Natural Resources and the Jease number, Receipt of such
cenificaes or policies by State dees not constitule approval by Siale of the terms of such
policies. Tenaal acknowledges thal the coverage regnirements set forth hersin are de
mintmum limils of inskranes the Teoant must purchase o enter inlo this agreement.
These limits may not be sufficient 1o cover il Hability losses and relatad clabn sellleent
expenses. Parchase of these limits of coverage does not relteve the Tenant froun liability
for losses and settfement expenses greater than these amounis.

10.4  State’s Acynisitiop of Inseragee. 15 Tenynt fails 1@ procuns and mainiain the
isurance described sbove within Niteen {13) days after Tenant receives a notice in
comply from Stale, Staie shall have the right wo procure and maintain comparable
substitute insurance and fa pay she premiwins. Tonant shall pay to State upen demend the
Tl amaunt paid by State, together with interesl at the rate provided in Subsection 6.2
from the date of State’s rotice of te expenditure untif Tenant's repuyment,

SECTION 11 MAINTENANCE AND REPAIR
1.1 State's Repairs. Suate shall not be required to make any alterations, maintenance,
replacements, or repairs in, on, or about the Property, ar any part thersof, during the
Term.
11.2  Tenani's Repairs, Alteration, Maintenance and Replacement.
{a} Tenani shall, at its sole cost and expense, keep and maipizin tbe Property
and all improvemenis {regardiess of ownership) in goed erder sad repair,

in 2 ¢clean, altragiive, and safe canditian,

it} Tenant shall, st s sole cost and cxpense, make any and all additions,
repaire, alterziions, maintenance, replacements, or changss to (he Properiy

Form Dale: §7: 3003 17 Agreomeit Mo, 20-A12558
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or to any improvements on the Propery which may be required by any

pidblic anthority.

All additions, repairs, alierations, replacements of changes 10 the Property
and 1o any improvements on the Property shall be made in accordance
with, and ownership shall be governed by, Section 7, above.

SECTION 12 DAMAGE OR DESTRUCTION

Iny the event of any demage o or destruction of the Property or any
improvements, Tenant shall promptly give written notice to Staie. Unless
otherwise agreed in writing, Tenand shall promptly reconstruct, repair, or
replace the Property and any improvements as nearly as possible o its
condition immedialely prior to the damage or destruetion.

Tensot's duty 1o reconstrun], repair, or replace any damage oy destruciingn
of the Prupenty or any improvements on the Property shall nal be
conditioned upon the availability of any insurance proceeds to Tenant

from which the cost of repairs may be paid.

Unless this Leasc is terrninated by nwlual agresment, there shall be no
abatement or reduction in rent during such reconstruction, repair, and

replacement.

Any insurance praceeds payable by reason of damape or destruction shall
be first used to restore the real property covercd by this Lease, then i pay
the cost of the reconstraction, then o pay (he State any sums ip arrcars,

and then 1o Tenunl.

In the event Tenant is in default under the torms of this Lease at the time
damags or destruction ocours, State may elect o terminate the Leass and
Siate shall then have the right 1o retain 2ny and all insurance proceeds
payable as a resull of the damage or destruction.

SECTION i3 CONDEMNATION

Definitions.

{a)

Taking. The term “taking,” as vsed in this Lease, means the taking of ali
or any perion of the Praperty and any improvements thereon under the
power of eminent domain, either by judgment or settiement in lieu of

judgment. Taking also means the iaking of alt or & portion of (he Property

and any impravements thereon to the extent thai the Permitied Use is
prevented or, in the judgeent of Stale. the Properny is repdered impractical
for the Permitéed Usc. A total taking occurs when the entire Property is

peres Dozne. 022003 18
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token. A partial taking cccurs when the taking does not constituie a {atal
taking as defined shove,

(b  Voluntary Conveyance. The terms “totl 1aking™ and “partial teking” shafl
include & voluntary conveysnce, in lieu of formal court proceedings, o
aryy agency, authority, public wility, person, or corporaie entity
empiwated (0 Congemn propey.

(€} Drate of Taking. The term “date of taking” shall yean tie date upon which
title 1o the Property or a portion of the Property pesses to and vests in the
condemnor of the effective date of any order for possession if issued prios
1o the ddate fitle vests in the condernor.

13.2  Effect of Taking, 1 dunng ihe Term there shall be a total aking, the leaschold
estate of Tenznt in the Property shall terminale as of the date of tzking. If this Leasc s
termicated, in whole or in patt, s}l rentabs ;vd other charges payable by Tenant 1o State
and miributable o the Property takon shell be paid by Tenant up o the date of 1aking. IF
Tenant has pre-paid rent, Tenant will be entitied (0 3 refund of the pro rata share of the
pre-paid rant atributabla (o the period afler the daie of 1aking, In the pvont of a partial
taking, thens shali be 2 partial abatemen: of rent from the date of saking in a percentage
cegnzl 1o the peroentage of Property taken.

133 Allseation of Avward. State and Tenrnt agree that in the gvent of any
coendenmatian, the awasd shall be allocated between State and Tenznl bused upon the
ratio of the {air market value of Tenant's leasehold estate und Tenant-Owned
Iipeovemenms on the Propesty and State’s interest {a in the Property, (b} in the
raversionary interest in Tenani-Owned Improvements, and {c} ir Siate-Owned
bnprovements, in the event of a portiat wking, this rauo will be compuied on the basis of
the portion of Property or aprovenients taken. 1 Tenant and State are unable to agpee
on the ailocation, it shall be submitted to binding arbitration in accordance with the mles
of the American Arbiiration Association.

SECTION 14 DEFAULT AND REMEDIES

{3} Tenant shall be in defaull of this Lease un the occemence 5P any of the
following:

{13 Failure 1o pay Annual Rent or other expenses when dus;

{2} Fatlure to comply wilh any law, regulation, palicy, gr order of any
lawfi] povernmental authenly;

{3} TFailume 1o comply with any other provision of this Lease;

Form Dae: 9373053 19 Agreement b, 2-413841
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{9y  Two or more defaults over a period of time, or a single serious
defaul, that demonstrales s reasonable likelihood of fture defaulis
in the absence of corrective action by Tenant; or

{5) Proceedings are coonmenced by or against Tenant ander any
bankrupicy act or for the appointment of g trustes or receiver of
Tepants’ property.

(b} A default shall become an event of defeult {"Event of Default”) if Tenant
fails ta cure the defanit within the applicable cure pericd afier State
provides Tenant with written notice of default, which specifies the nature
af the default, For failure o pay renl or other maonetary defaulis, the cure
period shall be ten (10} days. For other defaults, the cure period shall bz
thirty (30} days.

{c}  Upon an Event of Default, State may tenminate this Lease and remove
Tenant by summary procecdings or otherwise. State niay also, without
terminating this Lease, relst the Property on any {erms and conditions as
State in its sole discretion may decide are appropriate. [1 Staie ¢lects io
relet, rent received by it shall be applied: (1) to the poyment of any
indebiedness other than rent due from Tenant to State; (2) to the payment
of 2ny cost of such releiting; (3) to the payment of the cost of any
alterations and sepairs to she Property; and, (4) to the payment of rent and
leaschold exeise tax duc and unpaid under this Lease. Any balance shali
be held by State und apphied to Tepant's future reat as it becomes due.
Tenant shall be responsible for apy deficiency created by the reletiing
during any month and ¢hall pay the deficiency monthly. State’s reentry or
repossession of the Property under this subsection shall not be construed
as an election to terminate this Lease or cause a forfeliure of rents or other
charges to be paid during the belance of the Ten, unless State givesa
wrilten notice of termination 1o Tenant or lermination is decreed by legal
procesdings. Siate may at any tme afier releiting ¢lect to fenminate this
Lease for the previous Event of Default

SECTION 15 ENTRY BY STATE

State shall have the right 1o enter the Property at any ressonable hour to inspect for
compliance with the terms of this Lease,

SECTION 16 DISCLAIMER OF QUIET ENJOYMENT

As indicated in Section 1.1, this Lease is subject to all vatid recorded intereats of third
perties, as well as rights of the public under the Public Trust Doctrine or feders]
navigation servitnde, and treaty rights of Indian Fribes, State believes thst its grant of the
Lease ¢ consistent with the Public Trust Doctrine and that none of the identified interests
of third parties will materially and adversely affect Tenant's right of possession and use

Form Date 073003 20 Agreemen No, 20412561
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of the Froperty 2s set forih hercin, bot makes no guaranty or warranty to that effect.
Tenant and State expressly zgree that Tenant shall be responsible for determining the
axtent of #s right 1o possession and for defending itz leasehold interest. Conzequently,
State expressty disclaims and Tenant exprassly releases Btalc from any claim for breach
of any implied covenant of quic enjoyment with respect {0 the possession of the
Froperty. This disclzimer includes, but is nol limited 1o, interference arising from oy in
rormection with steess or other usa rights of adjzeent properly owners or the public over
the water surface or in or ender the water column, including rights under the Public Trust
Doctring; rights held by Indisn Tribes; and the general power and authority of Stale and
the Uniterd Stases with respeel ip aquatic lands, navigable walers, bedlands, tidelands, and
shovelands. o ihe event Tenanl is evicted frons the Froperty by recason of successiul
aszertion ol any of these Tights, this Lease shall terminate as of the date of the eviction.
In the event of a pzrial eviction, Tenant’s rent obligations shall shate as of the date of the
pariial sviction, in direcl propertion to the exient of the eviction, bl in &ll other respecis,
ihis Lease shail emain in full foree and effect.

SECTION 17 NOTICE

Any notices required or permitted under this Lease may be personally delivered,
deliversd by facsimile machine, or mailed by centified mail, retum receipt reyuested, to
the following addresscs of to such otlher places as the parties may direct in wiiling from
tine to time:

State: DEPARTMENT OF NATURAL RESOLURCES
Nortiywest Region
319 Nosth Tewnship Sirecl
Sedro-Woolley, WA 95284

Tenant: BEQUILON ENTERPRISES, L.L.C,, d.b.a, SHELL OIL PRODUCTS U3
PO Box 632
6050 South Texss Road
Anacones, WA 88231-0622

& aotice shall be deemed given and delivered wpon personal delivery, upsn recelpt of 2
confimmation report if delivered by facsimile machine, or three (3} days after being
mailed as set forth above, whichever is applicable.

SECTION 18 MISCELLANEOQUS

18.1  Authority. Tcnznt and the person or persons executing this Lease on behalf of
Tenant sepresent that Tenant is qualified to do business [n the State of Washington, that
Tenant hag fall right and authority to cater into this Lease, end that each and every person
signing on behalf of Teneat is authorized to do s0. Upon State's request, Tenant will
provide evidgence satisfactory o State confirming these representations. This Lease is
enlerzd inlo by State pursuant o the authority granted it in Chapters 79.90 o 79596 RCW

end the Canstitution of the State of Washington.

Foom Do 072803 21 Azeemen Noo 20-3 12541
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182 Successors and Assipns. This Lzase shall be binding upen end inure o the
benefit of the parties, their successors and assigns.

18.3  Heudings. The headings vsed in this Lease are Jor eonveniencs onty and in no
way define, limit, or exiend the scope of this Lease or the intent of any provision,

184 Entive Agreement. This Lease, including the exhibics and addends, if sny,
contains the enlire agreement of the parties, All prior and coniemporanesus spreements,
promises, representations, and slalements relating to (his vansaction ar 1o the Property, if
any, are merged into this Lease,

18.5  Waiver. The waiver by State of any breach or default of any term, coverant, or
condition of this Lease shall not be desmved to be o waiver of such term, savenant, ar
condition; of any subseguent breach or default of the same; or of any sther o,
covagaal, or condition of this Lease, State’s acceplance of a rental payment shall not be
construed & be @ waiver of any preceding or existing beeach other than the failure to pay
the particular rents| payment that was accepted.

18.6 Cumulative Remedies. The rights and renzedics of Steic under this Lease are
camulative and in addition 10 all other rights and remedies afforded 15 Stale by law or
equity or othanwvise,

18.7 Timeis of the Essence. TIME I8 OF THE ESSENCE as 10 each and overy
provision af this Lzase.

18.8  Loanguage. The word “Tenant™ as used in this Lease shall be applicabie to ope or
more persoas, as the case may be. The singolar shall inciude the ploral, and the pewter
shall Toclude the mazeuling and fermnine. 10shers is morg than one Temmt, their
obligations shall be joint and several, The word “persons,” whenever used, shall Include
individuals, firms, associstions, and orporations.

18.9  [Invalidity. I any provision of this Lease shall prove w b invalid, void, or
iliegal, it shell in no way affect, impalr, or invalidale any uther provision of this Lease,

18.10 Applicable Law and Venoe. This Lease shall be interpreted ard consirued in
accordance with this laws of the State of Washinzton. Any reference 1o & stawute shall
mean that stajuic as prescntly enacted or hereafter amended or superseded. Venue for
any action arising out ef or in canneclion with this Leasc shall be in the Superior Coun
fer Thurston County, Washinglon.

1811 Recordation. Tenan! shall record this Lease or a memerandum documenting the
exisience uf this Lease in the county in which the Propery is located, al Tenant’s sole
expense, The memorandum shall, ai 2 minimum, contsin the Property description, the
nsmcs of the patties fo the Feasé, the Siale’s lease number, asd the duration of ithe Leasa.
Tenant shall provide Staie with recording infommation, including the dute of recordazion

Form [aie: 72063 21 Agreerment Ne. 2412861
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and file number, Tenard shall have thirty (30) days from the date of delivery of the final
cxcewted agreement to comply with the requirements of this subsection. If Tenant fails to
record {is Lease, Suain may recond it and Tenar shall pay the costs of recording wpon

State's desasd,

18.12 Moadification, Any modification ol this Lesse must be in writing and signed by
the parties. State shall not be bound by any oral representaiions or slalements.

THIS AGREEMENT requires the signature of all partics and is execuled a5 of the date of

the last signature below,

EQUILCN ENTERPRISES, LL.C, D.B.A,
SHELL QIL PRODUCTS US,
A limvited Hability company

Dated; e AN Y A G’ A [ rad

Y
v THOMAS N, SMITH

Tile:  Refinery Manager

Address: PO Box 622
00 Svuth Texas Road
Anacortes, WA DRI21-0422

ETATE OF WASHINGTON
DEPARTMENT OF NATURAL
RESCURCES

Dated:

Title: Conuvaiccioner of Public Lande

Address: 1111 Washengton S1 58
Ohvimpia, WA 98504-7027

Stwadard Commerosal
Apprtved a4 16 Foso Jaby, 3
Iy Mike Grossmann
&35ts1ant Avorney Genergl
State of Waskinpgtea

Forne Date: 17720602 25 Agreomein Mo 20-412861
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CORPORATE ACKNOWLEDGMENT

STATEOF Wathohe
X }ss
COUNTY OF_Siegt )
Onthis 2455 dayol_ Auviut , 20,8+, helore me

personally appeared THOMAS N, SMITH to me known 1o be the Refinery Manager of

the comypany that execuied the within and forégeing instrumen), snd acknowledged said
instrument to be the free and voluniary act and dead of said corporation, for the uszs and
purposes therein mentioned, and on oath stefed that he was authorized 1o execute sald

instrament.

N WITNESS WHEREQF, I have hercunto sot my hand and affixed my official
seul the day and vear first shove writlen,

DATED: ﬁd&ﬁ 24, Zod g)fi»:y!ﬁ fm . ié‘ﬁ&%f,«(/
4] ' Dara &,

v uzdubetin

i

{Type/Print Mame}
Motary Public in and for the State of J¥ashington
b, residing al; | Sl ol g .
i“lr“iﬂ 2 Ga % P T
B S T My Commission Expires: Lo/ 2064 Dip
SOFEN £ oy P
F ":?3' AR AT
FECTUMYL 2
3 ig ———— § =
= o \CJ ==
Zepl TUBE- FAE]
Do mlr
B PSS
s, OF Y fgt.: \“‘
ety
Fociz Pase 0772003 24 Agroement Ne 20-413361
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STATE ACKNOWLEDGMENT

STATE OF WASHINGTON )

55
Coumtyal -- . Y
S i, . ot i
Onthis 0% dayel i oilliiijehe ' 2(?;;;;‘;5{ parsonally

appeared before me DOLIG SUTHERLAND, to me known to be the Commissiener of
Public Lands of the Department of Matural Resources, State of Washington, who
execaled the within and lorsgoing msingment on behall of the State of Washington, and
acknowledaed szid instrement 1o he the free anil voluntary act and deed of the State of
Washinglon for the uses and purposes thersin mentioned, and on oxth stated that he was
antharized to excoute said instrument and 1hat the seal affixed is the official seal of the
Commissioner of Public Lands for the Sime of Washington.

W WITNESS WHEREOF, | heve hersumo set my hand and seal the day and vear
first ahove writien,

DATED: 1+ b f ‘5‘ AT S e
Porg g 1 i
{TypeiPrint}

Hotary Public in 2nd for the Statc of Washingron,
residing sl _ 0 ey v i
My appointment expires 77 (143

Agrezment Mg 20-412561

3
L

Frem Date ¢2003
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SHELL CIL PRODUCTS US
Exhibit B
DNR Lease No. 20-A12561

introduction

‘The Shell Puget Sound Refinery (PSR} was criginally constructed in 1958, The facility is 2 fuels
refinery that processes approximately 140,000 barrels per day of crude ol into gasoline, diesel, jst
fuel and other refated hydrocarbos products. As part of out normal operation, the Tacility has
substantial water-dependent activities associated with the receipt of raw materials, shipping of
products, vesset fueling and permitted Clean Watar Act (CWA) discharnges. The dock under
consideration or this leasa was originally built in 1928 when the enlire refinery was constructed.
This exhibit and other submillals are in support of the re-lease of the agquatic lands beneath our
wharf and porions of our access soadway and pipeline suppost slructures,

Dock Operation

In 2003, spproximately 300 vessels vistted the Puget Sound Refingry Dogk facilily. These ships
included a combination of mastly crude ol and petroleum product vessels, Schedufing of the
srrival and depariure of ships is completed by the refinary Business Planning and Operations
Graup and is designed to meet raw material and product needs in our market area, Docking
procedures are oullined in the facilily Mating Transfer Pipsling Opesrations Manual. The manual is
regularly reviewed an approved hy the Uniled Slates Coast Guard (USCG) and the Departrent of

Ecology.

In compliance with the National Invasive Species Act {NISA) of 1988, the Uniled States Coasl
Guard has establishad both regulations and guidelines fo contrat the invasion of aguatic nuisance
species (ANS), 88 CFR 44581 sulines newly propased regulations to address ANS through &
comprehensive national baliast water managament program. 88CFR 44691 includes
requirements that all vessels equipped with ballast water tanks entering U.5. waters after
operating beyond ithe Exclusive Economic Zone (EEZ) employ at least one of the following ballast

management practices:

« Prior lo discharging ballast water in U.S. waters, perferm complete baliast water
exchange in an arsa no fess than 200 naulical miles from any shave,

» Reiain ballast waler onboard the vessel. v
s Use an alternative environmerdally sound method of ballast water management that has

been approved by the Coast Guard
« Discharge ballast water to an approved reception facility,

Puget Saund Refining Company Page | Auguzl 11, 2004
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As Shell does not generally own, or operate, the vessels that call at our wharf facility, we do not
have direct conirol over the ships ballast water exchange aclivities. As the facility is concemsd
with the possible introduction of ANS, we have had a number of meetings with ship owners and
operaiors to express Shell’s interest in preveniing the introduction of Invasive spacies,

in compliance with USCG 33 CFR Parts 154 and 155AVALC 173-180B, the fachity maintains and
regularly epdates its Marine Transfer Fipeline Operations Manual (MTPOM). The purpose of the
MTPOM is fo describe personnel responsibilities, operating procedurss, facifity descriptions, and
related data concerning the Shell Oif Products US Pugel Seund Refinery Dack and Transfer
Operations. The manual documents haw the PSR meets or exceeds the operating rules and
equipment requirements prescrbed by 33 CFR Parts 154 and 156 and Staile of Washinglon (WAC
173-1808-070} in conducting cargo transfer and iransfer pipeline operations.

All governmental regulations and Company standards and procedures sre striclly enforced
throughout decking and loading/unloading operations. In case of an emergency or acridental
discharge of oil, which reaches open water, the appropriate procedures noted in the Shell Oif
Products US Puget Sound Refinery Facllity Response plan shait be followed

The W.3. Coast Guard, as part of efioris to improve homeland security, has established an
mxclusion zone for unauthorized personnel and vessels around PSR's water dependent facilities.
The Coast Guard reguired exclusion zone (curienily 300') can accomnodate olher users of the
agualtic lands within the exclusion area, as long a5 authorized users receive sxplictt Coast Guarg
and Deparimant of Natural Resource epproval and provide such approvals to the facility in wnting
prior to any use.

The Marine Transfer Pipeline Operations Manual is reviewed and approved by the United Stales
Coast Guard. The USGC makes periodic inspections of the whard {acility to confirm compliance
with applicable regulations, The Marine Transfer Pipeline Cperations Manual is maintained at the
facliity and is available for viswing at the raguest of appropriate agency personnsl.

Qil Handling Personnal Training

In compliance with WAC 173-180C (7), Puget Sound Refinery (FSR) provides fraining for
employees and supervisers having exposure o dock or pipeline operation. This training consists
of several modules as lisied below:

= QOHP 501 - Qverview of Gil Handling, Transfer, Storage, Manitoring and Leak Detection

OHP 503 - Local Environmental Sansitivity and Ot Spill impacts

OHP 505 - Notification Procedures for Emergency Spill Prevention Achions for Operations
OHP 506 - Major componenis of the PSR Maring Transier Pipsline Facility Operations Manuzt
GHP 508 - Major Components ol the PSR Spill Prevention Flan (SPCC)

OHP 504 - Major componenis of the PSR Qil Spill Response Plan (OSRP)

Puget Sound Refining Company Pape 2 August 11, 2004
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« OHP 511 - Emergency spill prevention and safe shutdown conditions
s OHP BOB/B10/4620 - Eguipment problem assessment and preveniative maintenancs

The iraining is required to be compleled bafure any new maintensnes employees can begin work
with the dock or pipeline areas of the refinery.

CH Spill Prevention Plan

In campliance with Department of Ecolony spill prevention rules (Chapler 173-180 A - D} and
ather applicable regulations, PSR maintains snd regularly updates the facility Oif Spill Prevention
Pian. This plan i regularty reviewed and approved by the Depariment of Ecolagy. The Oil Spilt
Prevention Plan describes the procedures and technologies in place at Pugel Sound Refinery to
orevent and minimize the ocourrence and consequences of ofl spills. The Puget Sound refinery is
designed, maintained, and operated to minimize the potential for the occurence of off spifs. The
purpose of ihe plan is to:

*+ Detadl information of ait of the key components of 2 spill prevention program.
Provide & reference docurmend for piant persgnnet invelved in spill prevention operstions.

» Describe spill prevention procedures and fechnologies implemented at PSR,
identify; through ask analysis. the equipment or components of the o fransier and storags
system which may have a high polentis! for oil spilis.

« lmplement "Best Achizvable Protection Measures” for ihose areas identified as having a high
risk,

» |ncrease overall awareness of the rmporance of epilf prevention 1o plant personnel.

Spill Prevention, Control, and Countermeasure Plan

The Spil Frevention, Cantrol, and Countermeasure Dlan (SPCC) for Duget Sound Refinery has
been deveioped in accordance with the regulatory requiremsnlis of 40 CFR Part 112 {(EPA). This
plan describes the facility and sources of polential hydiocarbon releasas and measures in place to
cantain &nd of mitigate the likelinood of such @ release. The plan includes a detailed description of
spill prevention countermeasures, notification reguirements and response protedures at Puget

Sound Refinary.
Qil Spill Response Plan

In compliance with the requirements of Title 33, Code of Federal Regulations (DFR), Par
1541038, Puget Sound Plant Maintains and regularly updaie the facility "Oil Spilf Resgonse Plan™

Puget Sound Refismg Company Page 3 Augast 11, 2004
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The Ol Spill Response Plan describes the equipment, persannel, agency contact, and actions to
be taken in the event of 8 significant oil spill. The plan is reviewed and approved by the United
States Coast Guard. As panrt of the activities relaled ta the Ol Spill Response Plan, the facility
conducts annua! drills to train personnel, test equipmant, and assess our readiness for an aclual
oll spilt event, CHl spill drilts are typically atiended by Federal, State and Local agency
representalive who provide feedback with regard to oil spill response praparedness.

Emergency Response Guide and Emergency Action Plan

The purpose of e Emergency Response Guide and Emergency Aclion Plans is to provide
detailed guidelines to [aclitate effective response actions 1o emergency situations. The guides
provide preparedness and planning information lo assist responders. The plans are basad on the:
United Stales Ceas! Guard Incident Command Systam structurs,

NPDES (Wastewater Discharge) Permit

In compliance with the requirements of the Federal Clean Water Act, the Washinglan State Dept.
of Ecology issued NPDES permit number WA-000284-1 {g the Shell Puget Sound Refinery in
February 2001. The facilily includes a permitted wastewaler trealment facility and outfall, n 1897,
PSR completed an $10.8 million upgrade of the waslewater treatment facilities that included 2
new biological section and clarifiers. Since the installation of the new aquipment, PSR has not
tiad any violations of our permit reguirements that were the resuli of activilies controllable by the
facility. PSR's NPDES permif requires numerous studies and fimits designed to be lully protective
of human health and the anvironment inciuding:

e DMonthly discharge monitoning reporis

* Toxicity Compliance Testing

» Sediment Sampling and Analysis

+ Treatment Efficiency Study

« Effluent ReCharacierization for Buman Heslth
s Polivtion Prevention Plans

« Effluent Discharge Qutfal] Evaluation

Shell is raquired io be In compliance with eny sediment sampling requirements and details that
may be referenced in the varying NPDES permils, which are iypically re-issved by the Siate

Depariment of Ecology every five vears.

Puget Sound Refining Company Poge 4 August 11, 2004
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in addition to 1he above mentioned NPDES permit requirements, a number of ecological studies
have been completed that demonstrate the hesith of the local marine erwircnment including:

= Ecology Puhblication No. 78-338, Hovember 1887, entitied "Survey for Petroleum and
Other Chemical Contaminants in the Sediments of Fidalge Bay". The findings and
conclusions of the study include the following:

1. "Resulis of this survey show the chemical quatity of the sedimants In Fidalgo Bay fo be
generalty good.”

2. "The survey did not clearly identify any chamical contamination that could be linked fo
adverse effecls of hering.”

= Ecology Publication No. 00-03-008, May 2000, entitied "Results of a Scresning Analysis for
Metals and Organic Compounds in Shelifish from Padiiia Bay and Vicinity.” (Includes Fidaligo
Bay). The study concludes: "Results of this study show thai shelifish In the PadiliaiFidalgo Bay
area have g vary low level of chemical contamination. In most instances, the concentrations
detected appear to be at background lsvel for Puget Scund.”

» National Toxics Rule 3034 List - Slate ano Federal Officials ars required to establish water
quality standards ihat are protective of human heaith and the environmant. Should a water
body comtain levais of poflution that exoeed these standards, the water body must be intluded
on the National Toxics Rule 303d list. Water In Fidalge Bay and Guemes Channel has been
exiensively tested and no chemiczl contamination has been lound in excess of acceptable
water qualily standards. Thus, Fidalgo Bay and Guemes Channel are NOT listed on the
National Toxics Rules 3034 tist.

It summary, the depariment of Ecology has sirict discharge monitoring requiremants and has
completed substantial ecological and environmentsl studies in Fidalgo Bay over a number of
yaars. According lo the Washington Dept. of Fisherdes, the local hering population in Fidalgo Bay
mare ihan doubled during the 10-year window between 1983 and 1882, In conclusion, various
ecological sludies and environmenta! indicators show the overall hediih in the marine
erivironmental in Fidalgo Bay to be generally good, Al this time, none of the extensive studies or
data shows an adverse connection between the sctivilies at the facility wharf and the health of the

iocal marine environment,

Pupet Sound Refinmg Compeny Psge 3 August 1E, 2004
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EXHIBIT 2

Paragraph 2.2, Paragraph 3.1, Paragraph 3.4, Section 7, Section 8, Section 10, Section 11,
and Exhibit B of the Lease are deleted in their entirety and replaced with the following:

2.2 Restrictions on Permitted Use and Operations. The following limitations and
requirements apply to the Property and adjacent state-owned aquatic land. Tenant’s compliance
with the following does not limit Tenant’s liability under any other provision of this Lease.
Exhibit B includes additional obligations on Tenant.

(@)

(b
©

(d)

(©)

Tenant shall not cause or permit:

¢)) Damage to land or natural resources,

2) Waste, or

3) Deposit of material, unless approved by State in writing. This prohibition
includes deposit of fill, rock, earth, ballast, wood waste, refuse, garbage,
waste matter, pollutants of any type, or other matter.

Nothing in this Lease shall be interpreted as an authorization to dredge the

Property.

If pressure washing or cleaning any equipment, machinery, or floating or fixed

structures, Tenant shall avoid scouring the substrate and damaging any aquatic

land and vegetation. Tenant shall also comply with the following limitations:

(1)  Ifequipment contains or is covered with petroleum based products: (1)
Tenant shall not pressure wash such equipment in or over the water and
(2) all wash water must be contained and taken to an approved treatment
facility.

2) Tenant shall collect or sweep up non-organic debris accumulations on
structures resulting from pressure washing and properly dispose of such
debris in an upland location.

(3)  Tenant shall pressure wash using only clean water. Tenant shall not use or
add to the pressure washing unit any detergents or other cleaning agents.

(4)  Tenant shall pressure wash painted structures using appropriate filter
fabric to control and contain paint particles generated by the pressure
washing.

Tenant shall not allow moorage or anchorage of vessels in water shallower than

seven (7) feet at the extreme low tide and shall not allow vessels to come in

contact with underlying bedlands (commonly referred to as “grounding out™) at
any time.

The following Vessel call limitations apply to the Permitted Use:

1. For each Lease Year (September 1 — August 31), commencing with the
Lease Year beginning on September 1, 2023, Tenant’s Permitted Use is
limited to a maximum number of “Vessel” calls at the dock to transfer
crude oil and petroleum products equal to three hundred fifty (350) (the
“Vessel Limitation”). “Vessels” are defined as tankers, articulated tug
barges, and towed barges that are transferring crude oil and petroleum
products. The Vessel Limitation does not include vessels conducting pre-
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booming, vessels present to support Work as defined in Paragraph 7.3(a),
or other vessels not transferring crude oil and petroleum products. For
clarity, a “double call” in which a Vessel is only able to load or unload
part of its cargo and returns to load or unload the balance of its cargo after
mooring nearby shall be deemed to be a single call as opposed to two calls
for all purposes hereunder.

2. At any time after September 1, 2023, Tenant may request in writing
permission from State to adjust the Vessel Limitation set forth above for
specified periods. Requests shall state Tenant’s reason for the need for
additional Vessel traffic and the anticipated number of Vessels over a
specified period. If State fails to respond to written requests to adjust the
Vessel Limitations within 45 days, the request shall be deemed approved.
State’s approval shall not be unreasonably withheld. State’s approval shall
be deemed to be unreasonably withheld if the capacity of Tenant’s
associated refinery has not increased above 149,000 barrels per day and
Tenant’s reasons for needing additional Vessel traffic over a specified
period include any of the following:

L. The volume of pipeline-supplied crude oil to Tenant’s associated
refinery is physically reduced due to reasons beyond Tenant’s
control, such as those caused by damage to pipelines;

ii. The ability to transport refined products by pipeline, rail, or truck
is substantially reduced due to reasons beyond Tenant’s control;
iii. Events restricting volume on pipelines servicing Tenant’s refinery

that are beyond Tenant’s control, including apportionment, re-
rating, and change of service; or

iv. Actions of governmental authorities or third parties that are beyond
Tenant’s control and that restrict the volume of pipeline-supplied
crude or that restrict refined product transport volume on pipelines,
rail, or trucks servicing Tenant’s associated refinery.

3. At any time after September 1, 2027, Tenant may submit a request to State
to increase the Vessel Limitation for the remainder of the Term. When
evaluating Tenant’s request and setting a revised Vessel Limitation, State
agrees to reasonably take into consideration (i) Tenant’s Vessel call
history for the immediately preceding three-year period prior to the
request and (ii) the fact that Tenant’s operating capacity of 149,000 barrels
per day has not changed and (iii) any restrictions imposed by third parties,
including those enumerated in Paragraph 2.2(e)(2)(i)-(iv) above.

4, Notwithstanding anything to the contrary herein, in the event that a
pipeline supplying crude oil to, or transporting refined products from,
Tenant’s associated refinery ceases operation, Tenant shall not be required
to comply with the Vessel Limitation herein during the period of
cessation. For the purpose of assessing compliance with the Vessel
Limitation under Paragraph 2.2(e)(5), both the number of Vessel calls
during the cessation and the duration of the cessation shall be excluded
from calculations of the three-year annual average of Vessel calls.
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Tenant’s compliance with the Vessel Limitation shall be assessed
annually, with the first such assessment occurring on September 1, 2026.
Tenant shall be deemed to have complied with the Vessel Limitation if the
annual average of Tenant’s Vessel calls over the three-year period prior to
each assessment is less than or equal to the Vessel Limitation.

Term Defined. The term of this Lease is Thirty (30) years (the “Term”), beginning on
the 1st day of September, 2004 (the “Commencement Date”), and ending on the 31st day of
August, 2034 (the “Termination Date”), unless terminated sooner under the terms of this Lease.
Whenever the phrase “termination of this Lease” or “termination of the Lease” is used in this
Lease, it shall refer to the ending, termination, cancellation, or expiration of the Lease.

End of Term.

(a) Removal of Improvements and Personal Property: Prior to the termination of this
Lease, Tenant shall remove Improvements and Personal Property in accordance
with Section 7, Improvements.

) Restoration of Property:

() Prior to the termination of this Lease, Tenant shall restore the Property to
its condition before the installation of any Improvements on the Property.

@) This restoration is to be done at Tenant’s expense and to the satisfaction of
State. Restoration of the Property is considered to be Work, as described
in Section 7 of the Lease. Tenant’s plans for restoring the Property shall be
submitted to State for prior approval in accordance with Section 7 of this
Lease.

3) If Tenant fails to restore the condition of the Property as required by this
Paragraph, State may take steps reasonably necessary to remedy Tenant’s
failure. Upon demand by State, Tenant shall pay all costs of State’s
remedy, including but not limited to the costs of removing and disposing
of material deposited on the Property, lost revenue resulting from the
condition of the Property, and administrative costs associated with State’s
remedy.

(©) Vacation of Property: Upon the termination of this Lease, Tenant shall cease all

operations on and use of the Property and surrender the Property to State.

SECTION 7 IMPROVEMENTS

Improvements Defined.

“Improvements” and “improvements,” consistent with RCW 79.105 through
79.140, are additions within, upon, or attached to the land. This includes, but is
not limited to, fill, structures, bulkheads, docks, pilings, and other fixtures.
“Personal Property” means items that can be removed from the Property without
(1) injury to the Property, adjacent state-owned aquatic lands, or Improvements or
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(2) diminishing the value or utility of the Property, adjacent state-owned aquatic
lands or Improvements.

“State-Owned Improvements” are Improvements made or owned by the State of
Washington. State-Owned Improvements includes any construction, alteration, or
addition to State-Owned Improvements made by Tenant.

“Tenant-Owned Improvements” are Improvements authorized by State and (1)
made by Tenant, (2) acquired by Tenant from the prior tenant, (3) made by
subtenants on the Property, or (4) acquired by a subtenant from Tenant or a prior
subtenant or tenant.

“Unauthorized Improvements” are Improvements made on the Property without
State’s prior consent or Improvements made by Tenant that do not conform to
plans submitted to and approved by State.

7.2 Existing Improvements. On November 1, 2021, the following Tenant-Owned
Improvements are located on the Property: a piling-supported wharf and causeway with
approximately 3,000 pilings, a two-story dock operations office, a small-craft launching facility,
a one-story storage building, an electrical substation, a fire protection building, a hose house, two
gangway towers, pipelines, and a single-lane road. Also on the Property is a wastewater outfall
pipeline and diffuser that is owned by the Tenant and is authorized under Aquatic Lands
Easement 51-076264.

7.3 Construction, Major Repair, Modification, and Other Work.

(@
(b)

This Paragraph 7.3 governs construction, alteration, replacement, major repair,

modification, and removal of Improvements (“Work™).

Except in an emergency, Tenant shall not conduct Work without State’s prior

written consent. Tenant shall obtain State’s prior written consent as follows:

(1)  Tenant shall submit to State plans and specifications describing the
proposed Work at least sixty (60) days before submitting permit
applications to regulatory authorities unless Tenant and State otherwise
agree to coordinate permit applications. At a minimum, or if no permits
are necessary, Tenant shall submit plans and specifications at least ninety
(90) days before commencement of Work.

(2) State may deny consent if State determines that denial is in the best
interest of the State of Washington or if proposed Work does not comply
with Paragraph 7.4. State may impose additional conditions reasonably
intended to protect and preserve the Property.

(3)  State will not approve plans to construct new Improvements or expand
existing Improvements in or over habitats designated by State as important
habitat, including, but not limited to: native aquatic vegetation,
commercial geoduck tracts, forage fish spawning areas, and salmon
critical habitat. Tenant shall confirm location of important habitat on
Property, if any, with State before submitting plans and specifications in
accordance with Paragraph 7.3.
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Tenant shall immediately notify State of emergency Work. Upon State’s request,

Tenant shall provide State with plans and specifications or as-builts of emergency

Work.

Tenant shall not commence or authorize Work until Tenant or Tenant’s contractor

has:

¢ Obtained a performance and payment bond in an amount equal to one
hundred twenty-five percent (125%) of the estimated cost of construction.
Tenant or Tenant’s contractor shall maintain the performance and payment
bond until the costs of the Work, including all laborers and material
persons, are paid in full.

2) Obtained all required permits.

Before completing Work, Tenant shall remove all debris and restore the Property

to an orderly and safe condition. If Work is for removal of Improvements at End

of Term, Tenant shall restore the Property in accordance with Paragraph 3.4, End

of Term.

Upon completing Work, Tenant shall promptly provide State with as-built plans

and specifications. State may also require Tenant to obtain an updated record of

survey showing the Property boundaries and the as-built location of all

Improvements on the Property.

State shall not charge rent for authorized Improvements installed by Tenant

during this Term of this Lease, but State may charge rent for such Improvements

when and if Tenant or successor obtains a subsequent use authorization for the

Property and State has waived the requirement for Improvements to be removed

as provided in Paragraph 7.5.

7.4 Standards for Work.

(@

Applicability of Standards for Work.

(1) The standards for Work in Paragraph 7.4(b) apply to Work commenced in
the five year period following the Commencement Date. Work
commences when State approves plans and specifications.

2) If Tenant commences Work five years or more after the Commencement
Date, Tenant shall comply with State’s current standards for Work.

3) Tenant may ascertain State’s current standards for Work as follows:

1) Before submitting plans and specifications for State’s approval as
required by Paragraph 7.3 of the Lease, Tenant shall request State
to provide Tenant with State’s current standards for Work on State-
owned Aquatic Lands.

(ii) Within thirty (30) days of receiving Tenant’s request, State shall
provide Tenant with State’s current standards for Work, which will
be effective for the purpose of State’s approval of Tenant’s
proposed Work provided Tenant submits plans and specifications
for State’s approval within two (2) years of Tenant’s request for
standards.

(iii)  If State does not timely provide State’s current standards upon
Tenant’s request, the standards for Work under Paragraph 7.4(b)
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apply to Tenant’s Work provided Tenant submits plans and
specifications as required by Paragraph 7.3 within two (2) years of
Tenant’s request for State’s current standards for Work.

(iv)  If Tenant fails to (1) make a request for State’s current standards
for Work or (2) timely submit plans and specifications to State
after receiving State’s current standards for Work, Tenant shall
make changes in plans or Work necessary to conform to State’s
current standards for Work upon State’s demand.

(b) Standards for Work.

(1) Tenant shall only conduct in-water Work during time periods authorized
for such work under WAC 220-660-330, Authorized Work Times in
Saltwater Areas, or as otherwise directed by the Washington Department
of Fish and Wildlife (WDFW).

2) Tenant shall use embedded anchors and midline floats on all anchored
structures and buoys.

(3) Tenant shall orient and shield lighting fixtures attached to overwater
structures in a manner that minimizes the amount of light shining directly
on the water, minimizes the amount of glare on the water, and minimizes
the amount of light broadcasting into the night sky. Tenant shall
implement the following measures to achieve this requirement:

6] Tenant shall direct light to walkways,

(i1) Tenant shall use light shields which prevent light from being
emitted upward and prevent glare on the water,

(ili)  Tenant shall use fixtures that do not emit light upward, and

(iv)  Tenant shall use lights that are “warm-white” or filtered.

7.5  Tenant-Owned Improvements.
(a) Removal of Tenant-Owned Improvements upon termination.

€] Tenant shall remove Tenant-Owned Improvements in accordance with
Paragraph 7.3 upon the termination of the Lease unless State waives the
requirement for removal.

2 Tenant-Owned Improvements remaining on the Property after the
termination of the Lease shall become State-Owned Improvements
without payment by State, unless State elects otherwise. State may refuse
or waive ownership.

(3)  If Tenant-Owned Improvements remain on the Property after the
termination of the Lease without State’s consent, State may remove all
Improvements and Tenant shall pay State's costs.

(b) Conditions Under Which State May Waive Removal of Tenant-Owned

Improvements.

ey State may waive removal of any Tenant-Owned Improvements whenever
State determines that it is in the best interests of the State of Washington
and regardless of whether Tenant enters into a new Lease for the Property.

) If Tenant enters into a new Lease for the Property, State may waive
requirement to remove Tenant-Owned Improvements. State also may
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consent to Tenant’s continued ownership of Tenant-Owned

Improvements.

(3)  If Tenant does not enter into a new Lease for the Property, State may
waive requirement to remove Tenant-Owned Improvements upon
consideration of a timely request from Tenant, as follows:

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

(ii) State, within ninety (90) days of receiving Tenant’s notification,
will notify Tenant whether State consents to any Tenant-Owned
Improvements remaining. State has no obligation to grant consent.

(iii)  State’s failure to respond to Tenant’s request to leave
Improvements within ninety (90) days is a denial of the request.

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

e Tenant shall not remove Tenant-Owned Improvements if State waives the
requirement for removal of any Tenant-Owned Improvements.

(2)  Tenant shall maintain such Tenant-Owned Improvements in accordance
with this Lease until the termination of the Lease. Tenant is liable to State
for cost of repair if Tenant causes or allows damage to Tenant-Owned
Improvements State has designated to remain.

Unauthorized Improvements.

(a) Unauthorized Improvements belong to State, unless State elects otherwise.

(b)  The placement of Unauthorized Improvements on the Property is a default of the
Lease. State may require removal of any or all Unauthorized Improvements. If
State requires removal of Unauthorized Improvements and Tenant fails to remove
Unauthorized Improvements, State may remove Unauthorized Improvements and
Tenant shall pay for the cost of removal and disposal.

(©) In addition to requiring removal of Unauthorized Improvements, State may
charge Tenant a use fee that is sixty percent (60%) higher than the full market
value of the use of the land for the Unauthorized Improvements from the time of
installation or construction until the time the Unauthorized Improvements are
removed.

(d)  If State consents to Unauthorized Improvements remaining on the Property, upon
State’s consent, the Unauthorized Improvements will be treated as Tenant-Owned
Improvements and the removal and ownership of such Improvements shall be
governed by Paragraph 7.5. If State consents to the Unauthorized Improvements
remaining on the Property, State may charge a use fee that is sixty percent (60%)
higher than the full market value of the use of the land for the Unauthorized
Improvements from the time of installation or construction until State consents.

Personal Property.
(a) Tenant retains ownership of Personal Property unless Tenant and State agree
otherwise in writing.
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(b) Tenant shall remove Personal Property from the Property by the termination of
the Lease. Tenant is liable for damage to the Property and Improvements resulting
from removal of Personal Property.
(c) State may sell or dispose of all Personal Property left on the Property after the
termination of the Lease.
€)) If State conducts a sale of Personal Property, State shall first apply
proceeds to State’s costs of removing the Personal Property, State’s costs
in conducting the sale, and any other payment due from Tenant to State.
State shall pay the remainder, if any, to the Tenant. Tenant shall be liable
for any costs of removing the Personal Property and any costs of
conducting the sale that exceed the proceeds received by State.

@) If State disposes of Personal Property, Tenant shall pay for the cost of
removal and disposal.

SECTION 8 ENVIRONMENTAL LIABILITY/RISK ALLOCATION

8.1 Definitions.

(a) “Hazardous Substance” means any substance that now or in the future becomes
regulated or defined under any federal, state, or local statute, ordinance, rule,
regulation, or other law relating to human health, environmental protection,
contamination, pollution, or cleanup.

(b)  “Release or threatened release of Hazardous Substance” means a release or
threatened release as defined under any law described in Paragraph 8.1(a).

(c) “Utmost care” means such a degree of care as would be exercised by a very
careful, prudent, and competent person under the same or similar circumstances;
the utmost care required under RCW 70A.305.040(3)(a)(iii) of the Washington
State Model Toxics Control Act.

(d) “Tenant and affiliates” when used in this Section 8 means Tenant or Tenant’s
subtenants, contractors, agents, employees, guests, invitees, licensees, affiliates,
or any person on the Property with the Tenant’s permission.

(e) “Liabilities” as used in this Section 8 means any claims, demands, proceedings,
lawsuits, damages, costs, expenses, fees (including attomeys” fees and
disbursements), penalties, or judgments.

8.2 General Conditions.
(a) Tenant’s obligations under this Section 8 extend to the area in, on, under, or
above:
1) The Property; and
) Adjacent state-owned aquatic lands if affected by a release of Hazardous
Substances that occurs as a result of the Permitted Use.
(b) Standard of Care.
(1) Tenant shall exercise the utmost care with respect to Hazardous
Substances.
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(2)  Tenant shall exercise utmost care for the foreseeable acts or omissions of
third parties with respect to Hazardous Substances, and the foreseeable
consequences of those acts or omissions, to the extent required to establish
a viable, third-party defense under the law.

Current Conditions and Duty to Investigate.

(a)

(b
©

State makes no representation about the condition of the Property or adjacent
state-owned aquatic lands. Hazardous Substances may exist in, on, under, or
above the Property.

This Lease does not impose a duty on State to conduct investigations or supply
information to Tenant about Hazardous Substances.

Tenant is responsible for conducting all appropriate inquiry and gathering
sufficient information about the existence, scope, and location of Hazardous
Substances on or near the Property necessary for Tenant to meet Tenant’s
obligations under this Lease and utilize the Property for the Permitted Use.

Use of Hazardous Substances.

(a)

(b)

(©

(d

Tenant and affiliates shall not use, store, generate, process, transport, handle,

release, or dispose of Hazardous Substances, except in accordance with all

applicable laws.

Tenant shall not undertake, or allow others to undertake by Tenant’s permission,

acquiescence, or failure to act, activities that result in a release or threatened

release of Hazardous Substances.

If use of Hazardous Substances related to Tenant’s use or occupancy of the

Property results in violation of law:

€)) Tenant shall submit to State any plans for remedying the violations, and

) Tenant shall implement any remedial measures to restore the Property or
natural resources that State may require in addition to remedial measures
required by regulatory authorities.

Tenant shall comply with the provisions of Chapter 90.56 RCW Oil and

Hazardous Substance Spill Prevention and Response Act. Tenant shall develop,

update as necessary, and operate in accordance with a plan of operations that is

consistent with the requirements of Chapter 90.56 RCW.

Management of Contamination, if any.

(@)

(b)

Tenant and affiliates shall not undertake activities that:

¢9) Damage or interfere with the operation of remedial or restoration
activities, if any;

) Result in human or environmental exposure to contaminated sediments, if
any;

?3) Result in the mechanical or chemical disturbance of on-site habitat
mitigation, if any.

If requested, Tenant shall allow reasonable access to:
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(1) Employees and authorized agents of the United States Environmental
Protection Agency (EPA), the Washington State Department of Ecology,
health department, or other similar environmental agencies; and

) Potentially liable or responsible parties who are the subject of an order or
consent decree that requires access to the Property. Tenant may negotiate
an access agreement with such parties, but Tenant may not unreasonably
withhold such agreement.

Notification and Reporting.

<y

(b)

©

Tenant shall immediately notify State if Tenant becomes aware of any of the

following:

) A release or threatened release of Hazardous Substances;

2) Any new discovery of or new information about a problem or liability
related to, or derived from, the presence of Hazardous Substances;

3) Any lien or action arising from Hazardous Substances;

4 Any actual or alleged violation of any federal, state, or local statute,
ordinance, rule, regulation, or other law pertaining to Hazardous
Substances;

(5) Any notification from the EPA or the Washington State Department of
Ecology that remediation or removal of Hazardous Substances is or may
be required at the Property.

Tenant’s duty to report under Paragraph 8.6(a) extends to lands described in

Paragraph 8.2(a) and to any other property used by Tenant in conjunction with the

Property if a release of Hazardous Substances on the other property could affect

the Property.

Tenant shall provide State with copies of all documents Tenant submits to any

federal, state or local authorities concerning environmental impacts or proposals

relative to the Property. Documents subject to this requirement include, but are
not limited to, applications, reports, studies, or audits for National Pollutant

Discharge Elimination System permits; U.S. Army Corps of Engineers permits;

State Hydraulic Project Approvals (HPA); State Water Quality Certifications;

Shoreline Substantial Development permits; and any reporting necessary for the

existence, location, and storage of Hazardous Substances on the Property.

Indemnification.

(@)

(®)

Tenant shall fully indemnify, defend, and hold harmless State from and against

Liabilities that arise out of, or relate to:

) The use, storage, generation, processing, transportation, handling, or
disposal of any Hazardous Substance by Tenant and affiliates occurring
whenever Tenant occupies or has occupied the Property;

) The release or threatened release of any Hazardous Substance resulting
from any act or omission of Tenant and affiliates occurring whenever
Tenant occupies or has occupied the Property.

Tenant shall fully indemnify, defend, and hold harmless State for Liabilities that

arise out of or relate to Tenant’s breach of obligations under Paragraph 8.5.
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If Tenant fails to exercise care as described in Paragraph 8.2(b)(2), to the extent
permitted by law, Tenant shall fully indemnify, defend, and hold harmless State
from and against Liabilities arising from the acts or omissions of third parties in
relation to the release or threatened release of Hazardous Substances.

8.8  Reservation of Rights.

(a)

(®)

(©)

For Liabilities not covered by the indemnification provisions of Paragraph 8.7, the
Parties expressly reserve and do not waive any rights, claims, immunities, causes
of action, or defenses relating to Hazardous Substances that either Party may have
against the other under law.

The Parties expressly reserve all rights, claims, immunities, and defenses that
either Party may have against third parties. Nothing in this Section 8 benefits or
creates rights for third parties.

The allocations of risks, Liabilities, and responsibilities set forth in this Section 8
do not release either Party from or affect the liability of either Party for Hazardous
Substances claims or actions by regulatory agencies.

8.9  Cleanup.

(2)

(b)

If Tenant’s act, omission, or breach of obligation under Paragraph 8.4 results in a
release of Hazardous Substances that exceeds the threshold limits of any
applicable regulatory standard, Tenant shall, at Tenant’s sole expense, promptly
take all actions necessary or advisable to clean up the Hazardous Substances in
accordance with applicable law.

If a cleanup is eligible for the Washington State Department of Ecology’s
Voluntary Cleanup Program, Tenant may undertake a cleanup of the Property
pursuant to the Voluntary Cleanup Program, provided that Tenant cooperates with
the Department of Natural Resources in development of cleanup plans. Tenant
shall not proceed with the Voluntary Cleanup without the Department of Natural
Resources approval of final plans. Nothing in the operation of this provision is an
agreement by the Department of Natural Resources that the Voluntary Cleanup
complies with any laws or with the provisions of this Lease. Tenant’s completion
of a Voluntary Cleanup is not a release from or waiver of any obligation for
Hazardous Substances under this Lease.

8.10 Sampling by State, Reimbursement, and Split Samples.

(@)

(b)

©

State may enter the Property and conduct sampling, tests, audits, surveys, or
investigations (“Tests™) of the Property at any time to determine the existence,
scope, or effects of Hazardous Substances.

If such Tests, along with any other information, demonstrate a breach of Tenant’s
obligations regarding Hazardous Substances under this Lease, Tenant shall
promptly reimburse State for all costs associated with the Tests, provided State
gave Tenant thirty (30) calendar days advance notice in nonemergencies and
reasonably practical notice in emergencies.

In nonemergencies, Tenant is entitled to obtain split samples of Test samples,
provided Tenant gives State written notice requesting split samples at least ten
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(10) calendar days before State conducts Tests. Upon demand, Tenant shall
promptly reimburse State for additional cost, if any, of split samples.

If either Party conducts Tests on the Property, the conducting Party shall provide
the other Party with validated final data and quality assurance/quality
control/chain of custody information about the Tests within sixty (60) calendar
days of a written request by the other party, unless Tests are part of a submittal
under Paragraph 8.6(c) in which case Tenant shall submit data and information to
State without written request by State. Neither party is obligated to provide any
analytical summaries or the work product of experts.

8.11 Closeout Assessment.

(@)

(®)

(©

(d)

(b
@

0)

State may require Tenant to conduct a Closeout Environmental Assessment
(“Closeout Assessment™) prior to Termination Date or after a valid notice of
early termination according to the procedures set forth in (b)-(j) below.

The purpose of the Closeout Assessment is to determine the existence, scope, or
effects of Hazardous Substances on the Property and associated natural resources.
The Closeout Assessment may include sediment sampling.
No later than one hundred eighty (180) calendar days prior to the Termination
Date, or within ninety (90) days of a valid notice of early termination, State may
provide Tenant with written notice that State requires a Closeout Assessment.
Within sixty (60) days of State’s notice that Closeout Assessment is required and
before commencing assessment activities, Tenant shall submit a proposed plan for
conducting the Closeout Assessment in writing for State’s approval.

If State fails to approve or disapprove of the plan in writing within sixty (60) days
of its receipt, State waives requirement for approval.

Tenant shall be responsible for all costs required to complete planning, sampling,
analyzing, and reporting associated with the Closeout Assessment.

If the Lease has terminated, State may require Tenant to enter into a right of entry
or other use authorization prior to the Tenant entering the Property for any
Closeout Assessment work required by this Paragraph 8.11.

Tenant shall submit Closeout Assessment to State upon completion.

As required by law, Tenant shall report to the appropriate regulatory authorities if
the Closeout Assessment discloses a release or threatened release of Hazardous
Substances.

If the initial results of the Closeout Assessment disclose that Hazardous
Substances may have migrated to other property, State may require Tenant to
conduct additional assessment work to determine the existence, scope, and effect
of Hazardous Substances on adjacent property, any other property subject to use
by Tenant in conjunction with its use of the Property, or on associated natural
resources. Tenant shall submit additional assessment work to State upon
completion. As required by law, Tenant shall report to the appropriate regulatory
authorities if the additional assessment discloses a release or threatened release of
Hazardous Substances.
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SECTION 10 INDEMNITY, INSURANCE, FINANCIAL SECURITY

10.1 Indemnity.

(a) Tenant shall indemnify, defend, and hold harmless State, its employees, officials,
officers, and agents from any Claim arising out of the Permitted Use, any Claim
arising out of activities related to the Permitted Use, and any Claim arising out of
the use, occupation, or control of the Property by Tenant, its subtenants,
contractors, agents, invitees, guests, employees, affiliates, licensees, or permittees
to the fullest extent permitted by law and subject to the limitations provided
below.

(b) “Claim” as used in this Paragraph 10.1 means any financial loss, claim, suit,
action, damages, expenses, costs, fees (including attorneys’ fees), fines, penalties,
or judgments attributable to bodily injury, sickness, disease, death, and damages
to tangible property, including, but not limited to, land, aquatic life, and other
natural resources. “Damages to tangible property” includes, but is not limited to,
physical injury to the Property, diminution in value, and/or damages resulting
from loss of use of the Property.

(c) State shall not require Tenant to indemnify, defend, and hold harmless State, its
employees, officials, officers, and agents for a Claim caused solely by or resulting
solely from the negligence or willful act of State, its employees, officials, officers,
or agents.

(d) Tenant specifically and expressly waives any immunity that may be granted under
the Washington State Industrial Insurance Act, Title 51 RCW in connection with
its obligation to indemnify, defend, and hold harmless State and its employees,
officials, officers, and agents. Further, Tenant’s obligation under this Lease to
indemnify, defend, and hold harmless State and its employees, officials, officers,
and agents shall not be limited in any way by any limitation on amount or type of
damages, compensation, or benefits payable to or for any third party under the
worker’s compensation acts.

(e) Only to the extent RCW 4.24.115 applies and requires such a limitation, if a
Claim is caused by or results from the concurrent negligence of (a) State or
State’s employees, officials, officers, or agents, and (b) the Tenant or Tenant’s
subtenants, agents, or employees, these indemnity provisions shall be valid and
enforceable only to the extent of the negligence of the Tenant and those acting on
its behalf.

) Section 8, Environmental Liability/Risk Allocation, exclusively shall govern
Tenant’s liability to State for Hazardous Substances and its obligation to
indemnify, defend, and hold harmless State for Hazardous Substances.

10.2 Insurance Terms.
(@ Insurance Required.
) Tenant certifies that on the Commencement Date of this Lease it is self-
insured for all the liability exposures, its self-insurance plan satisfies all
State requirements, and its self-insurance plan provides coverage equal to
that required in this Paragraph 10.2 and by Paragraph 10.3, Insurance
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Types and Limits. Tenant shall provide to State evidence of its status as a
self-insured entity. Upon request by State, Tenant shall provide a written
description of its financial condition and/or the self-insured funding
mechanism. Tenant shall provide State with at least thirty (30) days’
written notice prior to any material changes to Tenant’s self-insured
funding mechanism. If during the term of this Lease Tenant’s self-
insurance plan fails to provide coverage equal to that required in
Paragraph 10.2 and Paragraph 10.3 of this Lease, Tenant shall procure
additional commercial insurance coverage to meet the requirements of this
Lease. The requirements in Paragraph 10.2(a)(2), (3) and (4) only apply
where the Tenant procures additional commercial insurance to meet the
requirements of this Lease.

2) Unless State agrees to an exception, Tenant shall provide insurance issued
by an insurance company or companies admitted to do business in the
State of Washington and have a rating of A- or better by the most recently
published edition of A.M. Best’s Insurance Reports. Tenant may submit a
request to the risk manager for the Department of Natural Resources to
approve an exception to this requirement. If an insurer is not admitted, the
insurance policies and procedures for issuing the insurance policies shall
comply with Chapter 48.15 RCW and 284-15 WAC.

3 All general liability, excess, umbrella and pollution legal liability
insurance policies must name the State of Washington, the Department of
Natural Resources, its elected and appointed officials, officers, agents, and
employees as an additional insured by way of endorsement.

@) All property insurance, builder’s risk insurance, and equipment breakdown
insurance must name the State of Washington, the Department of Natural
Resources, its elected and appointed officials, officers, agents, and
employees as a loss payee.

®) All insurance provided in compliance with this Lease must be primary as
to any other insurance or self-insurance programs afforded to or
maintained by State.

(b) Waiver.

) Tenant waives all rights against State for recovery of damages to the
extent insurance maintained pursuant to this Lease covers these damages.

2) Except as prohibited by law, Tenant waives all rights of subrogation
against State for recovery of damages to the extent that they are covered
by insurance maintained pursuant to this lease.

() Proof of Insurance.

€ Tenant shall provide State with a certificate(s) and endorsement(s) of
insurance executed by a duly authorized representative of each insurer,
showing compliance with insurance requirements specified in this Lease;
and, if requested, copies of policies to State.

2) The certificate(s) of insurance must reference the Lease number.

3) Receipt of such certificates, endorsements or policies by State does not
constitute approval by State of the terms of such policies.
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(d) State must receive written notice before cancellation or non-renewal of any
insurance required by this Lease, as follows:
¢ Insurers subject to RCW 48.18 (admitted and regulated by the Insurance

Commissioner): If cancellation is due to non-payment of premium,
provide State ten (10) days’ advance notice of cancellation; otherwise,
provide State forty-five (45) days’ advance notice of cancellation or non-
renewal.

(2)  Insurers subject to RCW 48.15 (surplus lines): If cancellation is due to
non-payment of premium, provide State ten (10) days’ advance notice of
cancellation; otherwise, provide State twenty (20) days’ advance notice of
cancellation or non-renewal.

(e) Adjustments in Insurance Coverage.

(1) State may impose changes in the limits of liability for all types of
insurance as State deems necessary.

) Tenant shall secure new or modified insurance coverage within thirty (30)
days after State requires changes in the limits of liability.

H If Tenant fails to procure and maintain the insurance described above within thirty
(30) days after Tenant receives a notice to comply from State, State may either:
€] Deem the failure an Event of Default under Section 14 and terminate the

Lease without giving Tenant any further opportunity to cure, or

) Procure and maintain comparable substitute insurance and pay the
premiums. Upon demand, Tenant shall pay to State the full amount paid
by State, together with interest at the rate provided in Paragraph 6.2 from
the date of State’s notice of the expenditure until Tenant’s repayment.

(2) General Terms.

) State does not represent that coverage and limits required under this Lease
are adequate to protect Tenant.

) Coverage and limits do not limit Tenant’s liability for indemnification and
reimbursements granted to State under this Lease.

3) The Parties shall use any insurance proceeds payable by reason of damage
or destruction to property first to restore the real property covered by this
Lease, then to pay the cost of the reconstruction, then to pay State any
sums in arrears, and then to Tenant.

(4)  Notwithstanding anything to the contrary herein, if any insurance required
hereunder, with the exception of any Workers’ Compensation insurance
required under Paragraph 10.3(b), ceases to be generally available in the
commercial insurance marketplace, Tenant shall either (a) increase the
Security set forth in Paragraph 10.4 hereof by an amount equal to the
amount of insurance that is unavailable or (b) provide a guaranty to State
equal to the amount of the insurance that is unavailable. Tenant’s failure to
procure replacement Security or a guaranty as prescribed in clauses (a)
and (b) of the immediately preceding sentence within thirty (30) days after
receipt of notice from State of failure to procure and maintain the
insurance described in this Agreement shall constitute a failure of Tenant
to maintain the insurance required hereunder.
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10.3 Insurance Types and Limits.
General Liability Insurance.

(@)

(b)

(©

1)

)

3)

Tenant shall maintain commercial general liability insurance (CGL) or
marine general liability (MGL) covering claims for bodily injury, personal
injury, or property damage arising on the Property and/or arising out of
Tenant’s use, occupation, or control of the Property and, if necessary,
commercial umbrella insurance with a limit of not less than Five Million
($5,000,000). If such CGL or MGL insurance contains aggregate limits,
the general aggregate limit must be at least twice the “each occurrence™
limijt. CGL or MGL insurance must have products-completed operations
aggregate limit of at least two times the “each occurrence” limit.

CGL insurance must be written on Insurance Services Office (ISO)
Occurrence Form CG 00 01 (or a substitute form providing equivalent
coverage). All insurance must cover liability arising out of premises,
operations, independent contractors, products completed operations,
personal injury and advertising injury, and liability assumed under an
insured contract (including the tort liability of another party assumed in a
business contract) and contain separation of insured (cross-liability)
condition.

MGL insurance must have no exclusions for non-owned watercraft.

Workers” Compensation.

(1)

@

State of Washington Workers’ Compensation.

@) Tenant shall comply with all State of Washington workers’
compensation statutes and regulations. Tenant shall provide
workers’ compensation coverage for all employees of Tenant.
Coverage must include bodily injury (including death) by accident
or disease, which arises out of or in connection with Tenant’s use,
occupation, and control of the Property.

(ii)  If Tenant fails to comply with all State of Washington workers’
compensation statutes and regulations and State incurs fines or is
required by law to provide benefits to or obtain coverage for such
employees, Tenant shall indemnify State. Indemnity shall include
all fines; payment of benefits to Tenant, employees, or their heirs
or legal representatives; and the cost of effecting coverage on
behalf of such employees.

Longshore and Harbor Workers’ and Jones Acts. Longshore and Harbor

Workers® Act (33 U.S.C. Section 901 ez seq.) and/or the Jones Act (46

U.S.C. Section 30104) may require Tenant to provide insurance coverage

in some circumstances. Tenant shall ascertain if such insurance is required

and, if required, shall maintain insurance in compliance with law. Tenant
is responsible for all civil and criminal liability arising from failure to
maintain such coverage.

Employers’ Liability Insurance.

(M

Tenant shall procure employers’ liability insurance, and, if necessary,
commercial umbrella liability insurance with limits not less than One

Notice of and Consent to Assignment of Lease Page 56 of 64 Lease No. 20-A12561



202111120126
11/12/2021 01:54 PM Page 59 of 66

Million Dollars ($1,000,000) each accident for bodily injury by accident
and One Million Dollars ($1,000,000) each employee for bodily injury by
disease.

(d) Property Insurance.

") Tenant shall buy and maintain property insurance covering all real
property and fixtures, equipment, tenant improvements and betterments
(regardless of whether owned by Tenant or State). Such insurance must be
written on an all risks basis and, at minimum, cover the perils insured
under ISO Special Causes of Loss Form CP 10 30, and cover the full
replacement cost of the property insured. Such insurance may have
commercially reasonable deductibles. Any coinsurance requirement in the
policy must be waived.

2 Tenant shall buy and maintain equipment breakdown insurance covering
all real property and fixtures, equipment, tenant improvements and
betterments (regardless of whether owned by Tenant or State) from loss or
damage caused by the explosion of equipment, fired or unfired vessels,
electric or steam generators, electrical arcing, or pipes.

3) In the event of any loss, damage, or casualty that is covered by one or
more of the types of insurance described above, the Parties shall proceed
cooperatively to settle the loss and collect the proceeds of such insurance,
which State shall hold in trust, including interest earned by State on such
proceeds, for use according to the terms of this Lease. The Parties shall
use insurance proceeds in accordance with Paragraph 10.2(g)(3).

4 When sufficient funds are available, using insurance proceeds described
above, the Parties shall continue with reasonable diligence to prepare
plans and specifications for, and thereafter carry out, all work necessary
to:

(i) Repair and restore damaged building(s) and/or Improvements to
their former condition, or
(ii)  Replace and restore damaged building(s) and/or Improvements
with a new building(s) and/or Improvements on the Property of a
quality and usefulness at least equivalent to or more suitable than,
damaged building(s) and/or Improvements.
(e) Builder’s Risk Insurance.

(D Tenant shall procure and maintain in force, or require its contractor(s) to
procure and maintain in force, builder’s risk insurance on the entire work
during the period construction is in progress and until completion of the
project and acceptance by State. Such insurance must be written on a
completed form and in an amount equal to the value of the completed
building and/or Improvements, subject to subsequent modifications to the
sum. The insurance must be written on a replacement cost basis. The
insurance must name Tenant, all contractors, and all subcontractors in the
work as insured.
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(2) Insurance described above must cover or include the following:

(1) All risks of physical loss except those specifically excluded in the
policy, including loss or damage caused by collapse;

(ii)  The entire work on the Property, including reasonable
compensation for architect’s services and expenses made necessary
by an insured loss;

(iii)  Portions of the work located away from the Property but intended
for use at the Property, and portions of the work in transit;

(iv)  Scaffolding, falsework, and temporary buildings located on the
Property; and

) The cost of removing debris, including all demolition as made
legally necessary by the operation of any law, ordinance, or
regulation.

3) Tenant or Tenant’s contractor(s) is responsible for paying any part of any
loss not covered because of application of a deductible contained in the
policy described above.

G)) Tenant or Tenant’s contractor(s) shall buy and maintain equipment
breakdown insurance covering insured objects during installation and until
final acceptance by permitting authority. If testing is performed, such
insurance must cover such operations. The insurance must name Tenant,
all contractors, and subcontractors in the work as insured.

® Business Auto Policy Insurance.

¢)) Tenant or Tenant’s contractor(s) shall maintain business auto liability
insurance and, if necessary, commercial umbrella liability insurance with a
limit not less than One Million Dollars ($1,000,000) per accident. Such
insurance must cover liability arising out of “Any Auto”.

2) Business auto coverage must be written on ISO Form CA 00 01, or
substitute liability form providing equivalent coverage. If necessary, the
policy must be endorsed to provide contractual liabitity coverages and
cover a “covered pollution cost or expense” as provided in the 1990 or
later editions of CA 00 01.

(2) Pollution Legal Liability Insurance.

(D Tenant shall procure and maintain for the duration of this Lease pollution
legal liability insurance, including investigation and defense costs, for
bodily injury and property damage, including loss of use of damaged
property or of property that has not been physically injured or destroyed.
Such coverage must also provide for both on-site and off-site cleanup
costs and cover gradual and sudden pollution, and include in its scope of
coverage natural resource damage claims. The Insurance Certificate must
state that the insurer is covering Hazardous Substance removal. Tenant
shall maintain coverage in an amount of at least:

@ Five Million Dollars ($5,000,000) each occurrence for Tenant’s
operations at the site(s) identified above, and

(ii) at least Ten Million Dollars ($10,000,000) general aggregate or
policy limit, if any.
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2) Such insurance may be provided on an occurrence or claims-made basis. If
such coverage is obtained as an endorsement to the CGL or is provided on

a claims-made basis, the following additional conditions must be met:

@) The policy must contain no retroactive date, or the retroactive date
must precede the effective date of the Lease.

(i)  Coverage must either be continuously maintained for a period of
five (5) years following the Termination Date of the Lease, or an
extended reporting period of five (5) years following the
Termination Date of the Lease shall be purchased.

10.4 Financial Security.

(a) At its own expense, Tenant shall procure and maintain during the Term of this
Lease a corporate security bond or provide other financial security that State, at its
option, may approve (“Security”). Tenant shall provide Security in an amount
equal to One Million Dollars ($1,000,000), which secures Tenant’s performance
of its obligations under this Lease. Tenant’s failure to maintain the Security in the
required amount during the Term constitutes a breach of this Lease.

(b) All Security must be in a form acceptable to State.

(D Bonds must be issued by companies admitted to do business within the
State of Washington and have a rating of A-, Class VII or better, in the
most recently published edition of A.M. Best’s Insurance Reports, unless
State approves an exception in writing. Tenant may submit a request to the
Risk Manager for the Department of Natural Resources for an exception to
this requirement.

(2)  Letters of credit, if approved by State, must be irrevocable, allow State to
draw funds at will, provide for automatic renewal, and comply with RCW
62A.5-101, et. seq.

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

(c) Adjustment in Amount of Security.

) State may require an adjustment in the Security amount:

() At the same time as revaluation of the Annual Rent,

(ii)  Asa condition of approval of assignment or sublease of this Lease,

(ili)  Upon a material change in the condition or disposition of any
Improvements, or

(iv)  Upon a change in the Permitted Use.

) Tenant shall deliver a new or modified form of Security to State within
thirty (30) days after State has required adjustment of the amount of the
Security.

(d)  Upon any default by Tenant in its obligations under this Lease, State may collect
on the Security to offset the liability of Tenant to State. Collection on the Security
does not (1) relieve Tenant of liability, (2) limit any of State’s other remedies, (3)
reinstate the Lease or cure the default or (4) prevent termination of the Lease
because of the default.
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SECTION 11 MAINTENANCE AND REPAIR

11.1  State’s Repairs. State shall not be required to make any alterations, maintenance,
replacements, or repairs in, on, or about the Property, or any part thereof, during the Term.

11.2 Tenant’s Repairs, Alteration, Maintenance and Replacement.

(a) Tenant shall, at its sole cost and expense, keep and maintain the Property and all
Improvements in good order and repair, in a clean, attractive, and safe condition.

(b)  Tenant shall, at its sole cost and expense, make any and all additions, repairs,
alterations, maintenance, replacements, or changes to the Property or to any
Improvements on the Property that may be required by any public authority
having jurisdiction over the Property and requiring it for public health, safety and
welfare purposes.

(©) Except as provided in Paragraph 11.2(d), all additions, repairs, alterations,
replacements or changes to the Property and to any Improvements on the Property
shall be made in accordance with, and ownership shall be governed by, Section 7,
above.

(d)  Routine maintenance and repair are acts intended to prevent a decline, lapse, or
cessation of the Permitted Use and associated Improvements. Routine
maintenance or repair that does not require regulatory permits does not require
authorization from State pursuant to Section 7.

(e) The requirements of Section 11 apply to maintenance and repair on the exterior
surfaces, features, or fixtures of the existing piling-supported wharf and
causeway, two-story dock operations office, small-craft launching facility, one-
story storage building, electrical substation, fire protection building, hose house,
two gangway towers, pipelines, and single-lane road. Additions, repairs,
alterations, replacements or changes to the aforementioned Improvements which
will result in an expansion of the exterior dimensions of the Improvements are not
considered to be routine maintenance or repair.

11.3 Limitations. The following limitations apply whenever Tenant conducts maintenance,
repair, or replacement. The following limitations also apply whenever Tenant conducts
Work on the Property.

(a) Tenant shall not use or install treated wood on decking, docks, rafts, floats,
wharves, piers, fixed docks, gangways, pilings, or any other structure at any
location above or below water, except that Tenant may use Ammoniacal Copper
Zinc Arsenate (ACZA) treated wood for above water structural framing. Tenant
shall never use Chromated Copper Arsenate (CCA), Alkaline Copper Quaternary
(ACQ), or creosote-treated wood at any location.

b) Tenant shall not use or install tires (for example, floatation or fenders) at any
location above or below water.

(c) Tenant shall install only floatation material encapsulated in a shell resistant to
ultraviolet radiation and abrasion. The shell must be capable of preventing
breakup and loss of floatation material into the water
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EXHIBIT B
1. DESCRIPTION OF PERMITTED USE

A. Existing Facilities. As of November 1, 2021, the facilities on the Property include a
dock that consists of a piling-supported wharf in deep water and a causeway that
connects the wharf to land. The dock is the marine terminal for an associated upland
refinery. The refinery is the second largest in Washington State, with an average
annual processing rate of 149,000 barrels of crude oil per day.

The wharf has two berths that accommodate tankers, articulated tug barges, and
towed barges. Crude oil is unloaded, typically from tankers. Refined petroleum
products, including gasoline, diesel, and kerosene (i.e., jet fuel), are loaded onto all
types of vessels. Loading and unloading occurs via marine loading arms (“MLAs”):
five MLAS serve the northern berth and three MLAs serve the southern berth.
Pipelines under the wharf and on the surface of the causeway convey crude oil,
refined products, and treated and untreated wastewater.

The dock was constructed in 1958 and was substantially renovated in 1984. The
construction of the wharf is a mix of timber, pre-stressed concrete, and steel. As of
November 1, 2021, a two-story dock operations office is located in the center of the
wharf. Also present on the dock are a small-craft launching facility for two spill-
response skiffs, a one-story storage building, an electrical substation, a fire protection
building, a hose house, and two gangway towers. The causeway is located partially on
the Property and partially on Tenant-owned tidelands. Over 4,000 feet of the
causeway is on the Property. The causeway also has a 14-foot wide road for vehicular
access. The construction of the causeway is timber.

As of 2021, Tenant is conducting piling replacement and preventative measures
maintenance on a five-year program. This maintenance focuses on the pilings and
structural supports that must be repaired or replaced to maintain the dock in good
order and repair. Maintenance on a five-year cycle is expected to continue due to
permitting requirements.

Also on the Property is an outfall pipeline and diffuser that discharges treated
sanitary, industrial, and stormwater wastewater effluent. The outfall pipeline and
diffuser are attached to the dock. The outfall is owned by Tenant and authorized
under Aquatic Lands Easement 51-076264.

B. Proposed Work.
State authorizes Tenant to conduct the following Proposed Work on the Property: in-
water work that includes the replacement of 70 piles with full length polyurea-coated
ACZA treated timber piles and strut repair to 57 piles; and above-water work that
includes: connection repairs to 22 piles and the replacement of braces, girts, sashes,
firewalls, timber pile caps, stringers, and decking. Additional details of the Proposed
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Work are set forth in the 2018 Joint Aquatic Resources Permit Application, submitted
by Tenant, dated December 2018, as approved by State. Tenant’s Proposed Work is
considered Work and subject to the terms and conditions of this Lease. If Tenant is
required to renew, extend, modify, or obtain a new regulatory permit for the Proposed
Work, Tenant shall obtain State’s prior written consent before conducting the
Proposed Work pursuant to Paragraph 7.3 of the Lease.

C. Permits for Proposed Work. Tenant has secured the following permits for the
Proposed Work: list permits with permitting agency, identification number, and date
issued.

¢ Hydraulic Project Approval, issued by Washington Department of Fish and
Wildlife, dated June 7, 2019 to January 31, 2023

e Nationwide Permit (NWP) 3, issued by Department of the Army Corps of
Engineers, dated November 24, 2020 to March 18, 2023

2. ADDITIONAL OBLIGATIONS

Except for the Proposed Work authorized in Section 1.B. of this Exhibit B, State has not
authorized Tenant to conduct any Work on the Property. Where Work will need to be conducted
to meet the Additional Obligations below, Tenant shall obtain State’s prior written consent in
accordance with Paragraph 7.3 of this Lease and obtain all necessary regulatory permits prior to
commencing such Work.

A. Creosote Piling Replacement/Sleeving. Every five (5) years, beginning not later
than September 1, 2025, and continuing until the termination or expiration of the
Lease, Tenant shall submit a Dock Piling Replacement and Preventative Maintenance
report (“Maintenance Report™) to State identifying the pilings and structural supports
that must be repaired or replaced to maintain the causeway and wharf in good order
and repair, prepared by a qualified structural engineer. The Maintenance Report shall
identify pilings to be replaced, pilings to be encased, any other repairs/replacements,
and a proposed schedule for such Work. Tenant shall repair or replace the pilings and
perform all other necessary repairs/maintenance in accordance with the schedule set
forth in the Maintenance Report.

B. Additional Piling Creosote Containment Work. Every five (5) years, beginning no
later than September 1, 2025, and continuing until the termination or expiration of the
Lease, Tenant shall perform piling creosote containment work to fifty (50) additional
pilings (per 5 year period) not included in the Maintenance Report to achieve the goal
of preventing creosote from entering the water column and sediment (“Additional
Piling Creosote Containment Work™). This Additional Piling Creosote Containment
Work may include: (1) removal and replacement of creosote-treated pilings, or (2)
encasing, wrapping, or sleeving creosote-treated pilings in a manner that prevents
leaching of contaminants into water. Tenant may use Ammoniacal Copper Zinc
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Arsenate (ACZA) treated wood pilings as replacement pilings only if pilings are
treated prior to installation with marine grade polyurea. Tenant shall never use
Chromated Copper Arsenate (CCA), Alkaline Copper Quaternary (ACQ), or
creosote-treated wood at any location. At Tenant’s request, State may, but is not
obligated to, adjust the number of additional pilings or timing for completion of this
Work.

C. Grating on Causeway. Tenant shall conduct and submit to State a feasibility study to
assess plans to avoid and minimize impacts to eelgrass (Zostera marina) resulting
from the solid surface of the causeway (“Grating Study™) no later than March 31,
2023. The Grating Study shall assess the engineering requirements associated with
replacing the solid surface of the causeway with grating to increase light penetration.
The Grating Study shall evaluate the feasibility of grating on at least fifty percent
(50%) of the surface area where eelgrass is within twenty-five (25) feet of the edge of
the causeway and where the water depth is less than fifteen (15) feet at Mean Lower
Low Water (-15 feet MLLW). Grating material must have at least sixty percent (60%)
functional open space or forty percent (40%) or greater multi-directional open space,
unless engineering or safety requirements require less. When the Grating Study is
completed, Tenant and State shall discuss the conclusions of the Grating Study and
potential next steps. If the Grating Study concludes that it is feasible to install grating
on the portion of the solid surface of the causeway subject to the study, Tenant shall
prepare and submit to State a schedule for phased replacement of such solid surface
with grating.

D. Sediment Sampling. By October 31, 2022, Tenant shall conduct sediment sampling
on the Property and submit sampling reports to state as follows:

Tenant shall submit a Sediment Sampling and Analysis Plan (SAP) to State for
approval no less than sixty (60) days before commencing sediment sampling. After
initial review, State may require modifications to the SAP. If State disapproves of the
SAP, Tenant shall submit a revised SAP to State. After State receives revised SAP
from Tenant, State will have up to 30 days for review of modifications. After State’s
approval of the SAP, Tenant must conduct sampling within one hundred eighty (180)
days.

Specifics of the SAP shall be developed by a qualified environmental professional
following the Washington State Department of Ecology’s most recent version of
Sediment Cleanup User’s Manual II- Guidance for Implementing the Cleanup
Provisions of the Sediment Management Standards (SCUM 1I), Chapter 173-204
WAC and current ASTM Phase Il Standards.

State may require Tenant to conduct additional monitoring or implement additional
Best Management Practices during the term of the Lease based on the sampling
results.
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The SAP shall at a minimum:

€)) Contain a sufficient number and distribution of samples for a Phase II
environmental site assessment.

2) Include the full suite of Sediment Management Standards (SMS)
chemicals of concern as well as tributyltin.

3) Focus sample collection in areas of deposition where adequate samples
can be collected.

(4)  Include core samples to address risk posed by historical use on and
adjacent to the Property.

(5) Select sampling locations from areas that have not been dredged or have
not been previously sampled in the last five (5) years, yet are otherwise
closest to where industrial activities have occurred.

The sediment sampling shall be conducted by a qualified environmental professional
in accordance with the SAP. Tenant shall be responsible for all costs required to
complete planning, regulatory permitting, sampling, analyzing, and reporting
associated with the SAP.

After completion of the sediment sampling and analysis, a Sediment Analysis Report
must be written as outlined in the Department of Ecology’s SCUM II Manual. The
Sediment Analysis Report shall clearly identify all exceedances. Tenant shall submit
an electronic and hardcopy version of the Sediment Sampling and Analysis Report to
State. If an exceedance is identified, Tenant shall immediately notify both State and
Department of Ecology.

Tenant shall ensure all sampling data is entered into the Department of Ecology’s
Environmental Information Management (EIM) database following Department of
Ecology’s myEIM database process (see link for details):
https://ecology.wa.gov/Research-Data/Data-resources/Environmental-Information-
Management-database/EIM-submit-data.
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