
LAW OFFICE

JOHN D. HEFFNER, PLLC
175O K STREET. N.W.

SUITE 350
WASHINGTON. D.C. 200O6

PHI (202) 296-3333
FAXI (202) 296-3939

July 14,

BY HAND
Hon. Anne K. Quinlan, Acting Secretary
Surface Transportation 3oarci
395 E Street, S.W.
Washington, D.C. 20423

RE: STB Finance Docket No. 35151, GNP Rly Inc.,
Application for a Modified Certificate of Public
Convenience and Necessity

Dear Ms. Quinlan:

ORIGINRl

_ Partof
ft*Hc Record

On behalf of GNF Rly, Inc., applicant, I am submitting
an original and -en copies of its application for a
Modified Certificate of Public Convenience and Necessity
for the operation of a rail line pursuant to 49 CFR 1150.21
as well as a copy of tne executed agreement between
Snohomdsh County and the applicant (identified as Exhibit
D-l) . In addition, I air enclosing a check for $1,400 to
cover the filling fee and a copy
formatted in ME Word.

tnis filing on a disk

Please date stamp and return one copy of this letter
and application.

FEE RECEIVED
JUL 1 4 2008

SURFACE
TRANSPORTATION BOARD

Sincerely

>hn D. Heflner
Counsel

Enclosures

cc: vr. Thomas A. Pavr.e
FILED
.mi ,4 7nn()

www.hefftierlaw.com j-heffnerOverizon.net
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Washington, D.C. 20006
(202) 296-3334

Counsel for Applicant

Dated: July 14, 2008



BEFORE THE
SURFACE TRANSPORTATION BOARD

STB FINANCE DOCKET NO. 35151

GNP RLY INC.

APPLICATION FOR A

MODIFIED CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY

PURSUANT TO 49 CFR 1150.21

SUMMARY OF TRANSACTION

Pursuant to 49 CFR 1150.21, GNP Rly Inc. ("GNP"), a newly

organized class III shore line railroad and noncarrier, proposes

to lease and operate a short segment of railroad track that was

authorized for abandonment and subsequently acquired by the

County of Snohomish, WA ("-he County"). The subject line of

railroad runs between milepost 39.1 and milepost 39.3, in the

City of Snohomish, Snohomish County, WA. GNP anticipates

operating this segment of track in connection with some

contiguous lines of railroad identified herein.

INFORMATION REQUIRED BY 49 CFR 1150.23

(1) The name and address of the operator, and unless the

operator is an existing rail carrier:



GNP Rly, Inc.
4C3 Garfield Street
Suite *20
Tacoma, WA 98444

(i) Its articles of incorporation or, if it is

unincorporated, the facts and organizational documents relating

to its formation

A copy cf the Certificate of Incorporation and the
Articles cf Incorporation of Altac Ter~:nals
Washington, Inc., applicant's predecessor, are
attached along with an amendrent to its Articles of
Incorporation changing the nare of Altac Terminals
Washington, Inc., to GNF Rly Inc., as Exhibits A-l
through A-3.

(11) T.ne names and aadresses of all of its officers

and directors and a statement indicating any present affiliation

each ."".ay have with a rail carrier;

Attached as Exhibit B

(i:i) Sufficient Information TIP establish the

financial responsibility of the operator.

A copy of Applicant's current interim financial
statement is attached as ExnioiL C. Prior to
initiating operations, the company will be fully
capitalized.

(2) Information about the prior abanaonrent including

docker, number, status and date of the first aecision approving

the abandonment

By Application filed in Interstate Commerce Commission



docket nurjDer AB-6 Sub-No. 28OX, with a decision served on May

6, 1986, the former Burlington Northern Railway1 applied for and

was granted permission to abandon the subject rail line

extending from Snohomish to Hartford, WA. Snohomish County

acquired the 0.2 mile segment of track and right of way that is

the subject of this application on October 20, 1992.

(3) The exact dates of the period of operation which have

been agreed upon by the operator and the 'County] which owns the

line and a copy of any agreement

The agreement is for a 31 year initial term with an

additional 31 year renewal term, commencing January 1, 2008, and

ending December 31, 2039. A copy of the executed agreement

along with a letter of support fror the County are attached as

Exhibits D-l and D-2 respectively.

(4) A description of the service to be performed including,

where applicable, a description of:

(i) The line over which service is to be performed;

The right of way will be used for the reconstruction of 350

yards of sidings ard service tracks for storage and maintenance

of locomotives and cars and a base of operations for trains,

motive power and rolling stock to be operated by GNP. GNP will

provide common carrier rail service over the subject line as

provided in the County agreement. As explained more fully in

the Verified Statement of Thomas Payne attached hereto Exhibit

Now BNSF Railway Company (BNSF)



G, this line forms the northern most segment of a rail line that

will extend from Snohomish en -he north to Woodinville on the

south.

The subject line connects with an approximately one mile

long segment of railroad owned and formerly operated by BNSF

between milepost 38.01 and milepost 39.0 in Snohomish, Snohomish

County, WA. While that line was approved for abandonment in STB

Docket No. AB-6 (Sub-No. 422X), served December 18, 2007, thac

abandonment has never been consummated and the line may be

acquired by a public authority. Moreover, tnat segment in tjrr.

connects at milepost 38.25 with a segment of railroad that the

Port of Seattle plans to acquire.2

GNP anticipates submitting a bid to provide common carrier

freight and commuter passenger service on the segment proposed

for acquisition by -he Pore of Seattle, and in preparation for

that eventuality has concluded its agreement with the County of

Snohomish and is filing this notice.

Maps of the sub}ect line and the connecting lines are

attached as Exhibits E-l through E-2.

(11) All interline connections including the names of the

connecting railroad;

GNP will interchange traffic with BNSF at West Junction

Snohomish, WA(MP 37.6).

(in) The nature and extent of all liability insurance

coverage, including binder or policy number and name of insurer;

The Board has exempted z.ie Port's acquisition of an extension of this
line cetween irilepost 23.80 a" Woodinville and nilepost 38.25 at Snohomish.
See, The Port of Seattle-Acquisition Exemption-Certair Assets of 3NSj' Railway
Company, STB Finance Docket No. 35128, served June 20, 2008.



See insurance quotation letter attached as Exhibit F.

(iv) Any preconditions which snippers nust meet to receive

service.

None

(5) The name and address of any subsidizers

None

(6) Sufficient ir.forration to establish the financial

responsibility of any subsidizers

Noz applicable as there are no subsidizers.

Services offered and applicable rates, charges, ana

conditions will be described in tariffs published by the

applicant in accordance witn the Board's rules.

Dated: July 14, 2008

Respectfully submitted,"
inn D. He riner

John D. Heffner, PLLC
1750 K Street, N.W.
Sjite 350
Washington, D.C. 20006
(202) 296-3334

Counsel for Alicant
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STB Finance Docket No.: 35151

602 672 764

J

, ^a- , -JMi'l- '»s v »1 -F-
S*MR:LI! i

,0 Ft BE i .* .1 :: !
I
>F, iJF'VASH'lCJON

( - *

ARTICLES OF INCOKl'ORATlOfS
„„
OF

AL l AC l ERMINAU WASHINGTON, INC

Hie undersigned 1-crcby exrniles Ihi follow ing Armies of Incorporation for the purpswe
of forming a coloration und.-r the Washington Business Cuixunlion An (Revised Code of
Wiislimgion rr'eZflli

' AK1 ICLh 1
NAMF

rhc nainc ot [Ins corporation is AtLic Terminals Washington. Inc

AUT1CLR II

AL PHOkl/.LD CAIMJ A L STOCK

This ciirpuratiui is authorized to issue, in t
shares <>1 a single el.iss or stock

. mcnt> MV.* ihousand (25 0001

AKTIC1 K 111

Sharcholccrs or this cnrpcrat o:, shall i-u\i no p-crii]pti\c rights to .urmre addi'ionjl
jthjies issued I" tlic corporjtion

AKIICU'lV

D[RFCTOKIIABll.m

Aiineiu*ro''1liCLOrpTTavonsli.il] nc-lbv. pc-sn.i!i'l> liable to i:ic wj-tiduo.i o- us

sturcholdcrs lor nioncî r} dunsgus for conduc: as a nrecior, except for habilnt of thf UIFLXUIF
fur (i) acis or omissions :liAt involve iiikntiuiul misconduct or n Lncming nulaiion nf law h> ihc

ilmcU>r (\\) comlutl which Mo'mLi RCW 2>R OK 310 nf the Washington Uusiness Corporation

ALI, prruiiinni! it> impenniiied dis'jibii'ions to sha-eltoldi:-* or bans to dirvrtms, or (nit un\

[rojisec:ipn from ul.n.1 th^ d-rctior will personally oxeive •. bcncllt in money, propcm or

services in wl n-h ilic di ev-tir is net IsrjiulK cn'itkd ln'ic Wnsl'i .gum UJUIIVMI Corp muun Aul
is arcnccd (u cutlioriTC corpordit. atiion Tuihur elim mating or Innilirnj llie personal liah-lity or

direv tors, Uien il.e lubtliiy ol a d rct-ior of the Lorpumtion shall be eliminated or limited to lite

fullest exlvi permmcd by l̂ e Washington Business Corporation Act, as so .miinded Any rr.rn.ol

nr incdificdiio-i of the fortrgom^ pjrau™ph b> the shareholders ot the corporation eh.ill noi

adverseK .iflecl&î  ij.nl or proleclion 0! u liinxuirof ihccyqwra ion exiM'iiKOi the time ol

sach rcpob1 or rroii f cai.O"

Si* 5
£ 9

S3S*«J *

ORIGINAL
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STB Finance Docket No.: 35151

ARTICLE V
INDE.MMF1CAT1ON

I lie corporation thai! indemnify its directors against all liability, damage, or expense
resulting Lrom the fact that such person is or was a drccior, to the maximum extent and under all

cirunubinnces permitted b> (aw, except that the corporation shall noi indemnify a director

against liabihi). uiiiidgc. or expense resulting from the directors gross negligence

ARTICLE VI

AMKNOMENT

fhib corporation reserves the ngl-l to amend or repeal an> prm isions contained in these:
Articles, of Incorporation in an> miine- now, or hjrea icr permuted by statute All rights oi
•iiareholdersuf ihe corporation and all pouvnuf di cctursoi thccoiporation are granted iubjcji

ARTICLE VI I
IMTlALDlRECrOUS

fhe in unl Moard ofDirccion. 01 this corporation ^onsiS'S oflhrcc('3) director-. Ilic name
and aodrciS ot the direcuv^ are ?s follows

Thonus Pavnc

Suite 2 1 GarfieldL enter
403 Gtirileld Center

WA 98444

Uarr>| Baninan
/r'2M, 1 1 0- -1 ill Avenue S

Calyor>, AB
C anada T2R DBS

Paul Cmnj
;-214, 1 !0-l.lh Avenue SW

Cai&ar>. AB
Caimdd 'IP.ROBS

IK1 initial d rectors ihall s?rvc until the next antiLiil meeting of shareholders or until the
election and qualification of their successors The number of directors constituting the Hoard ot

Directors of thib corporation may be increased or decreased from time to time in the manner
spec'ficd in the Bjlaws of tins corporation

xJ

ARTICLkS UF (KOORKWA HOI*
M^MbAS
PAGCJ
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STB Finance Docket No.: 35151

MUICLt. VIII
AND AGFN1

Hie street address of [his tdrpo'dlion'i initial registered ofllcc is c/o Moirgomer-
1*1 I C, 1218 Third A venue. Suite 2700, Scatt1.-, Washington, 98101

Tom MoihgDiner} is the ctrpoia.ior's initial regis'.cred .igeni ni sui.li office

AK1ICIEIX
INIOKPOKATOK

The name anil address ofihc incorporalur is as follows

430 - East 23th Struct Suite ?02M
Tacnnu, W-\ Q842I

DAI hD Ibis. 2J^da> of Nm ember 2006

TO Al'POIX [MEN I AS Rl OIS I FRED AGENT

I. To"iMiniti;oiiicT>, Hcrebv conuTiio sen c js rejjidtcrcJ agcni, n the Stale of Wash-
ingicm furAli^t I cnniiuK Washi .gton. Int I Liiui."s1ard J~a. as isge i lorilie to-porai-on it
wi l l be nyicspynsibilii^ to accap. scnitc of protcwn the n-e tif the corporation, to foruari:
j!l mail and litcnsc rcnemils to ihe tippriipn.iie o Tin.r(s) ol the corpora ion, .uio :o mincdialeh
nutif) the Otl.ec of the Secretary of Suit- of m\ resiyii.it on or cf un> changes in the jcdress of
(he registered n'Tice ofihe corporal on 'or which I am agent

DA I CD i.iu *> &H of November. 2006

1 TOIII MoiigjTcaf. K&\ftycj Age i1

iVo Moniijoiiieiy ScarpTPU C
1218 third -\venjc,Suite270u
Seattle, Wnslirigion. 'JS10

4RTICLU Or tSCOTPi JATON
A1.TM '̂ MhA-i WASIUhCTJN

PAGO
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STB Finance Docket No.1 35151

ARTICLES OF AMENDMENT
WASHINGTON

PROFIT CORPORATION
iffowrm inaa

FEE- 530

-
HNCuiitarEeMJDmm-«KDiTriKBOLDLirTiiis

1 Jto&mxM or LHVLLorc

• BE SURE TO irJCLUCr HUMS FfC ,
t-'iouH tfl mjo« iMjnil* a S«ie!wy <rfftlaio"

T'lMPORTANTI i'a.ir.1 U «r.lW H1*-.! a » I-TJ

AWENDMENT TO ARTICLES OF INCORPORATION

N4MC Or CCIIPCIU1 rJH Ai si> en;./ ncor.1i; m» tfig Ot.-

LJ t CCTIVh DATF
CE *wra LES Of

COre-OKA.ION'hUMSbl A.Vi'̂ CN.STOARtBLESOFIKCOHrKJKAllOhV.lBLAOOPJCOOH

i.f«iv» f«t -f y *• i» to » cM)l <U JHi mMf a' n tfKWMrl fr »• SNMW) irf Sitll
__
L)

AHTIZ-JIS a- AWCl.DMLM AtRE Ai>Oi-i:C Ri e*f*«cha3tOf£nl '9 teOo/KOS,

Q •nccipoip'.ors Sin.t-*Bteore nr-.- was ncl requtM

Pp BoniU d D<e M't Sluiofwco'i anlcr «j v: rcqj roc

t nu> np.'icr.rac cra-rii:ktar afwi i oecciuancc wll'i ClM.wr 231 0 RC\V

-ffS'D.rS TO THE AJTlCLCS (X I.-XIRPO '̂IOII ARE AS FOOO\W
iferwvi: «Kliufieî n or opcttKnn tfooMilUnru. twuiori ta

wifi>flit'-4ngiM*iiiinaiicAlfflbfiMMbDM toteeutr, Mo
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rtCL

SIGNATURE OF OI-MCtH

nisdoeumcnttihmtyetttrtrtuna«pmato*ofp^ty,^^taUi»totofmyknawt^c,tnntadcQnvA
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INFORMATION AND ASSISTANCE - 3GO/753-7115 (TDD - 360/753-1485)
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EXHIBIT B

The current names and addresses of the officers and directors of the

corporation are as follows:

1. Thomas Payne,

Director

Chairman and Chief Operating Officer

403 Garfield Street, #20

Tacoma, WA 98444

2. Douglas Engle

Chief Financial Officer

11515NE103Place

Kirkland, WA 98033

None of the officers and directors has an affiliation with a rail carrier.



EXHIBIT C



GNP Rly Inc.

Interim Financial Statement
As of

30 June 2008
(Unaudited - see notice to reader)

GNP Rly Inc.
403 Garfield Street, #20
Tacoma, WA
USA 98444

Page 1



Notice to Reader

We have compiled the balance sheet for the period ending 30 June 2008. The
statement has been prepared from information provided by management and
have not been audited or reviewed Readers are cautioned that this statement
may not be appropriate for their purposes.

77
/ H>* î

GNP Rly Inc.
30 June 2008

Page 2



GNP Rly Inc.
BALANCE SHEET

As of June 30,2008

ASSETS

Current Assets
Cash - Bank of America 3,910 00

Total Current Assets 3,910 00
Fixed Assets

Locomotives & rolling stock 557,000 00
Automotive 2,750 00

Tools 4,19884
Furniture and Fixtures 20,513 66

Office Equipment 29,743 99
Technical Library 12,563 00

Total Fixed Assets 626,769 49
Other Assets

Incorporation & legal expenses 5,000 00
Intellectual property 375,000 00

Certificate 1,400.00
Total other Assets 381,400 00

TOTAL ASSETS 1.012.07949

LIABILITIES AND EQUITY

LIABILITIES

Current Liabilities
Accounts Payable 0 00

Total Accounts Payable 0.00
Other Current Liabilities

Note Payable 6,600 00
Total Other Current Liabilities 6,600 00

Long Term Liabilities
Liabilities 0 00

Total Long Term Liabilities 0 00

TOTAL LIABILITIES 6,600.00

EQUITY
Opening Bal. Equity 2,500 00

Share Capital 1 00
Shareholder loan 1,002,978.49

Retained earnings 0.00
TOTAL EQUITY 1.005,479 49

TOTAL LIABILITIES AND EQUITY 1.012.07949

Page 3



Notes to Financial Statements
(Unaudited - see Notice to Reader)

1. Assets

The Directors and Officers have contributed cash, fixed assets, and
intellectual property to the establishment of the corporation

2. Depreciation

No depreciation expense has been recorded for the period.

Page 4



EXHIBIT D-l

Submitted as separate document



EXHIBIT D-2



Snohomish County

County Council

June 13, 2008 Mike Cooper
Dave Gossott

John Koster
Dave Somers

Hon. Anne K Quintan Brian suihvan
Acting Secretary
Surface Transportation Board ws V609

395 E Street, SW aooo Rockotoiior AVOMUO
WflQhmntnn R Cvorolt. WA 9B2() 1-4016vvasnington. u 38S.34M

FAX (426) 388-3496
RE: STB Finance Docket No. 35151, GNP Railway, Inc., TTY/™ (425) 388-3/00

Application for a Modified Certificate of Public Convenience and
Necessity

Dear Ms Quinlan:

I am writing on behalf of the County Council for Snohomish County, WA, in
connection with the above-captioned proceeding

Snohomish County is a political subdivision of the State of Washington and the
owner of a line of railroad that was authorized for abandonment by the Surface
Transportation Board in Docket No. AB-6, Sub-No. 280X (5-6-86), Burlington
Northern Santa Fe Railway - Abandonment (Snohomish to Hartford)

My purpose in writing is to advise you that GNP Railway, Inc. has entered into an
agreement with Snohomish County to provide common carrier rail operations
over a portion of this segment of railroad, that GNP is submitting an application
for a Modified Certificate of Public Convenience and Necessity, and that
Snohomish County fully supports the railroad's efforts to reinstate rail service
over this track

Sincerely Yours,

Dave Somers
Chairman
Snohomish County Council

cc Mr Thomas Payne

contact counal©co snohoin sr> wo T,
www snoco oig
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SIMPLIFIED SCHEMATIC BNSF WOODINVILLE SUBDIVISION
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EXHIBIT E-2
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EXHIBIT F



STB Finance Docket No.: 35151

LIABILITY COVERAGE

h

UNITED SHORTLTNE
Insurance Services, Inc.

To: Mr. Thomas, Payne Dale: 6/3/2008

Prom. Julie Pellil Time:

RE: GN P Rly IHC No of Pages. 3

Our Fax Number: 989-738-6557

If you do not receive all of the pages, please call:
989-738-6400 or 800-247-2085

We are pleased to offer you ihc attached Railroad Liability Coverage and Premium
proposal a* requested. Please icview the specifics of the coverage offer 10 assure your
request lias been appropriately met.

With this offer, and if you should accept, you will be provided Certificates of Stock
Ownership in US Rail Insurance Company, Inc. 11RG as required by the Shareholders
Agreement. All costs related to the acquiring of that Stock Certificate are included in the
premium quoted.

Should rhis premium quotation be acceptable, and a request for binding is received. You
will be pio\idcd a complete document package relating to US Rail which must be reviewed
with certain acknowledgment provisions and signamres required. All documents musi be
acknowledged prior to the effective date of the policy.

Thank you,

Julie Peltil

989/738-6400 • 800/247-2085 • Fax- 989/738-6557 •
www unitedshorthne com

Page: 29



STB Finance Docket No.: 35151

x

United Shortline
Insurance Services, Inc.

"NOTICE"
All policies will be issued by your risk retention group.

Your risk retention group may not be subject to all
of the insurance laws and regulations of your State.

State insurance insolvency guaranty funds are not
available for your risk retention group."

Railroad Liability Insurance Proposal
rt/a/2008

Named Insured:

Operation:

Pci O<_cuirente Sell'Insmed Retention:

Kslimaled Paxioll for Polio 'IVim:

Effective Dale:

Rclioaduv Dale:

GNPRlylnc.

Sliorllme Prenn.se>

,S 10,000

SO

To bcdelei inincfl

To bedell-mimed

Total Net Premium:

Total Capital Stock Pmvh.Lse

TRIA

Taxes

Rale IVi $ 100 Pavi oil:

$4.250 Muumuni
$7.50

Included

None

Mat

Page: 30



STB Finance Docket No : 35151

page two

RE: GNPRIylnc.

Geiieial Aggregate IJnul:

Pi odiiUs-complclcd < >pci aiious

IVisonal & Advei using Iinur>
Limit

Each Occuncucc

hie Damage Limit

IMMnance Company:

Cmcraip 1'oim:

Covci .it^cs Include:

This (iiiotalion is valid mini:

$10,000,000

X/i.QCXMXX)

S.xOOO,000

$.5,000,000

I$.>0,000

IIS Kail InsunuKc Co. IIH-. KK(;

CLAIMS MADE

Hudilv injun, ProjxjiU daiiM^c, AdvuiiiMiig
ni|un, Pci>oiial injiiiy, Lxacuation expenses,
LiniiiL-d pollulK>[i, Pollulion clean-up expenses,
Bill ol I-idiiiK, Foreign Rolling Sux-k and
KLLA.

8/1/08

This document is subject to the terms and conditions as contained in the policy form and
endorsements.

Endorsements: Policy Foim US1KHM 09/07. Cancellation endorsement USI1331 09/07,
Common Policy Conditions I LOO 17 1198, Employment Related Practices Exclusion
CG2147 079H, Nurlear EIICIRX Ij.ilnliiy Ewliwiin ILOOBI 04!»8, Senicc ol Suit USI 1998
0<)/!>7, War &TcnoiiMii Exclusion USI 2<MJ> OJV07, Blanket Additional Insured USI 1881
09/07, Several Uihihly NoUtc I SI 0101 M/07. Absolute Asbestos Exclusion USI l.'IKt
09/07, Exception In TeiroriMii Extlusioii loi Ceililied Acts ol'Tcnorism C(I 2177 1102,
Claims Handling USI .1797 Oil/07

Each policy holder will receive stock in US Rail Insurance Co, Inc. RRG. Procedures and
related documents will be included upon acceptance of quotation.

Page: 31



EXHIBIT G



VERIFIED STATEMENT OF THOMAS PAYNE

Thomas Payne, being duly sworn, deposes and states as

follows:

My name is Thomas Payne. My address is 403 Gar field

Street, #20, Tacoma, WA 98444. I began my career in the

railroad industry as a locomotive engineer for the Canadian

Pacific Railway in Canada. Later in 1986 I formed Central

Western Railway &s Canada's first modern entrepreneurial

short line railroad to acquire branch lines from both

Canadian National Railway and Canadian Pacific Railway.

Thirteen years, and several additions later, I sold my

Canadian short line holdings to the American short line

holding company, RailAmerica.

Since then, I have moved to the Pacific Northwest and

have decided to reenter the railroad business as an

entrepreneur. Towards that end, I formed GNP Rly, Inc.

("GNP"), the applicant herein, for whom I serve as

incorporator, Chairman, and Chief Operating Officer. In

that capacity I an familiar with all of the facts and

circurstances discjssed in GNP's modified certificate

application.

I have prepared this statement to enable the Surface

Transportation Board to better understand the transaction

GNP is proposing here. GNP's application here to operate

two-tenths of a nile of railroad forms the northern part of

a rail line that will extend from the City of Sr.ohomish,

Snohomish County, WA, south to Woodinville, WA. The ] me

consists of three segments: in the City and County of

Snohomish (MP 39.1 to MP 39.3) which is the subject of this

application; in the City and County of Snohomish (MP 38.1



to XP 39.1) owned by BNSF Railway Company ("BNSF") and the

sjoject of an unconsummated railroad abandonment exemption;

ana frorr. Snohomish to Woodinville (M? 38.25 to MP 23.8)

which the Port of Seattle proposes to acquire subject to a

railroad operating easement to be transferred to a short

line railroad. GNP intends to initiate a railroad commuter

service over this entire package of lines as well as to

provide common carrier freight service.

Starting from the north at Snohomish, GNP will use the

subject railroad line for the site of its rail yard for

storing and servicing railroad equipment. It proposes to

operate trains from that point south over the segment for

which BNSF has received an abandonment exemption to over

the segment that Port of Seattle proposes to acquire.

Interchange with BNSF will take place in Snohomish where

the trackage connects with BNSF's mainline from Seattle to

Minneapolis-St. Paul.

In meeting its goal of starting service, GNP has

met with the following principal parties, being:

(i) Port of Seattle

GNP has met both with the Port of Seattle's Chief

Executive Officer as well as the Commissioners of the Port

in several meetings since August of 2007.

We were advised that -he Port of Seattle and BNSF

intend, as a consequence of their present transaction to

select a third party operator for freight services between

Snohomish and Woodinville. The agreement provides that any

thirc party operator shall seek from the STB its own

authority to conduct freight operations or. the line. GNP

plans to subr-it a bid to provice freight service over this



line.

Additionally, the Port of Seattle's Operations and

Maintenance Agreement between tne Port of Seattle and the

Thirc. Party Operator, article 2.1(g) [see Finance Docket

No. 35128, Exhibit C, Page 9] provides that: "..Port may

permit certain transportation uses on the Corridor {e.g.

commuter rail service) during the term of this Agreement.."

The Commissioners of the Port have been fully informed

of GNP's activities to establish freight and commuter

service on the line and encouraged us to plan to provide

freight and commuter rail service on this route subject to

the negotiation and execution of an appropriate access

agreement.

(li) King County

We have conversed with King County's legal cojnsel to

advise him of the purpose of our application.

We have met with King County senior staff and advised

them of the purpose of the application and have briefed

them on GNP's business plan.

(in) Snohomish County

Snohomish County has entered into an agreement with

GNP to provide rail service on County owned rights of way,

and Snohomish County fully supports GNP's application as

evidenced in the Operating Agreement and support letter

furnished with this filing.

(iv) City of Snohomish

City of Snohomish has entered into a non disclosure

agreement with GNP and has been fully advised of the plans

of GNP to provide rail service on the BNSF right of way in



the City and the County and is aware of tie current

application by GNP.

The County of Snohonish would like to see GNP

establish commuter railroad service. while t.ie Regional

Transit Agency, Sound Transit, presently operates commuter

rail service between Tacona and Seattle and Seattle and

Everett, it. lacks legislative authority to operate commuter

services in the County of Snohomish north of Woodinville,

i.e. between Snohomish and Woodinville.

GNP believes that the County's line of railway may generate

compensatory freight and commuter rail traffic north of the

City of Snohomish. Moreover, the County and GNP have agreed

to work jointly to develop rails and trails on the County's

rights of way. The present modest site is the starting

point for that development. A substantial traffic demand

exists in the quickly growing community of Lake Stevens,

which is located further north along the right of way jpon

which GNP has its initial site. It is GN?'s intent to

progressively reconstruct the railway north of MP 39.3 in

Snohomish, while preserving joint trail use, in order to

capture commuter traffic and any potential freight traffic

which exists north of the City of Snohomish.

(v) Boise Cascade

We have held conversations with Boise Cascade (the

most significant freight shipper on the line that is to be

purchased by the Port of Seattle) to advise them of the

present application and its purpose and our desire to

provide them with freight service should GNP be selecced by

the BNSF and the Port of Seattle for that purpose.

As mentioned above, GNP has received the support of



Snohomish County and looks forward to working with all

affected parties to restore and/or preserve rail service on

this corridor.



VERIFICATION

STATE OF WASHINGTON)
) SS

CITY OF TACQMA)

Thomas Payne, being duly sworn according to law, hereby

deposes and states that (s)he is authorized to make the

Verification, has read the foregoing document/ and knows the

facts asserted therein are true and accurate as stated, to the

best of (her)his knowledge, information and belief.

Subscribed and sworn to before me, a Notary Public, in and for

the City of Tacoma in the State of Washington, this 2 day of

July, 2008.

Notary Public

My Commission expires:

2£>ll
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RUNNING RIGHTS AND RAILWAY OPERATIONS AGREEMENT

THIS AGREEMENT is dated the 2j«t day of May, 2008.

BETWEEN:

GNP Rly Inc.

a corporation incorporated under the laws of Washington

(hereinafter called" GNP")

of the first part

AND:

County of Snohomish

a political subdivision of the State of Washington

(hereinafter called "Snohomish County")

of the second part

WHEREAS GNP is a company, incorporated pursuant to the provisions of the
laws of the State of Washington, and is, or shall soon become, qualified to operate
railways;

AND WHEREAS Snohomish County is a political subdivision of the State of
Washington and GNP represents that Snohomish County owns the real property more
completely described in Appendix A, which real property GNP believes is suitable for
use by a railway and over which GNP desires to operate a railway;

AND WHEREAS GNP desires to operate a railway over present and former
railway lands, or other lands, personal property and rights of way purchased, leased, or
otherwise acquired, leased or licensed by GNP for the acquisition, construction,
operation and maintenance of a railway;

AND WHEREAS Snohomish County is willing to contract with GNP to allow GNP
to construct, operate and maintain a railway on the property described in Appendix A on
the terms and conditions contained in this Agreement.

NOW THEREFORE in consideration of the mutual covenants, representations,
and promises contained herein, the parties hereby agree as follows:
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ARTICLE 1 DEFINITIONS

Where used in this Agreement or in any amendments hereto, the following
terms shall have the following meanings:

1.1 "Agency" means the Surface Transportation Board or the Federal
Railway Administration as well as any successor of the said
Agency(les);

1.2 "Agreement" means this Agreement as amended or supplemented
from time to time and the expressions "Article" and "Paragraph" •
followed by a number or letter mean and refer to the specified
Article or Paragraph of this Agreement; and

1.3 "Commuter Rail" shall mean short-haul rail passenger
transportation in metropolitan and suburban areas, sometimes
having reduced fare, multiple-ride, and commuter tickets and
morning and evening peak period operations, as defined by 49
U.S.C.A. § 24102(4) (2003). .;

1.4 "Joint Use Corridor" means those easements, rights of way, or
other real property as described in Appendix A.

1.5 "Railway Track" means those tracks, roadbeds, rights-of-way,
signals and other structures and mechanisms that are track-related !
or are required for the movement or control of motive power and
rolling stock over the Joint Use Corridor (including all comprising
the railway rights of way and lands more fully described in
Appendix A annexed hereto), whether existing or to be constructed
pu rsuant to this Agreement. ;

1.6 Trail" shall mean a pedestrian or bicycle path on the Joint Use |
Corridor.

ARTICLE 2 JOINT USE CORRIDOR

2.1 Track Use ;

Subject to the terms of this Agreement, GNP will construct, operate, and
maintain a common carrier railway over the Joint Use Corridor. GNP I
promises to take all reasonably necessary actions to commence operation i
of freight rail and Commuter Rail service promptly and expeditiously. If, >
and to the extent, that construction of a railway is necessary in the Joint ]
Use Corridor (i.e., there are no existing rails and ties in the Joint Use <
Corridor), GNP will align and construct its railway in the Joint Use Corridor j
to allow dual use of the Joint Use Corridor for both railway and Trail uses. ;
GNP further agrees that it will obtain Snohomish County's permission j
before damaging or demolishing any existing Trail and that GNP shall \
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replace or repair to current standards such damaged or demolished Trail
at GNP's sole cost and expense.

2.2 Trail Use

Snohomish County may, subject to the terms of this Agreement, construct,
operate and maintain a Trail over the Joint Use Corridor.

ARTICLE 3 MAINTENANCE, OPERATION AND CONTROL

3.1 Control

(a) Track Control

The construction, maintenance, repair, operation and renewal of the
railway and its related works and undertakings on the Railway Track shall
be under the direction and control of GNP.

(b) Trail Control
i

The construction, maintenance, repair, operation and renewal of the Trail '
and its related works and undertakings on the Joint Use Corridor,
including, but not limited to, works separating the Railway Track from the
Trail such as fences, barriers, and signs, shall be under the direction and
control of Snohomish County. The construction, maintenance, repair,
operation and renewal of the Trail shall be performed in a manner
consistent with safe railway practice as reasonably determined by GNP.

3.2 Rules Governing Operation

All employees and contractors of GNP and Snohomish County shall, while
on the Railway Track, be subject to the rules, regulations and orders of the
Agency, and all employees and contractors shall move over the Railway
Track under and in accordance with the orders of the superintendent, rail
traffic controller or any other officers) of GNP having authority in matters
relating to the movement of trains or in any way affecting the safe and
proper performance and use of the Railway Track.

All employees of GNP engaged in or connected with the operations of
GNP on or along the Railway Track shall be trained and qualified in
accordance with the rules of the Agency. All conductors, locomotive '
engineers, trainmen and other employees of GNP who shall operate its
trains, locomotives, cars and equipment over the Railway Track must be .
properly qualified for such operation. !

3.3 Compliance with Laws >

Notwithstanding paragraph 10.8 below, GNP shall at all times comply with
the provisions of any and all laws and regulations, as well as any rules of
any authority having jurisdiction respecting the operation, condition.

i
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Inspection and safety of GNP's trains. GNP shall also comply with any and
all environmental and pollution laws and regulations applicable to its
operations relating to this Agreement.

3.4 Assistance to Disabled Trains

If, by reason of any mechanical failure or for any other cause not resulting
from a collision or derailment, a GNP train (or part thereof) becomes ;
inoperative on the Railway Track and unable to proceed under its own
power, or fails to maintain movement on the Railway Track, or, if in ~
emergencies, crippled or otherwise defective cars are set out of a GNP |
train on the Railway Track, Snohomish County shall have the right, but not ;
the obligation or duty, to furnish motive power or such other assistance as ;
may be necessary to haul, help or push such train (or part thereof), or to !
move such disabled rolling stock, and GNP shall reimburse Snohomish ]
County for costs incurred by Snohomish County in rendering such
assistance, including applicable equipment rental rates, wages, overheads
and any other charges which may be In effect as agreed between the
parties at the time of rendering any such assistance.

3.5 Clearing of Wrecks '(

In the event of a GNP train (or part thereof) being derailed or in collision
while upon the Railway Track, the derailed or damaged GNP equipment
shall be picked up and removed by GNP. If GNP fails to timely pick up and ,
remove the derailed or damaged equipment, Snohomish County may, at
its sole option, pick and remove such equipment and GNP shall pay
Snohomish County for such pick up and removal in accordance with
paragraph 3.4.

3.6 Emergency Repairs

At the request of GNP, and subject to availability of labor, facilities, and
qualifications, Snohomish County may, at its sole option, perform
emergency repairs to a GNP train, including any of the rolling stock
thereof set off en route (the "Emergency Repairs"). For the performance of
the Emergency Repairs, GNP shall pay to Snohomish County: .

(i) for labor, at the fully burdened labor rate for each hour or
part thereof expended by and for each Snohomish County
employee; and

(ii) for material used, at cost plus an overhead rate of twenty 1
percent (20%). |

3.7 Investigations !

Snohomish County and GNP shall each have the right to investigate and ,
report to the Agency or other authority having jurisdiction, all accidents or j
incidents occurring on the Railway Track that involve a GNP train. j
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Snohomish County shall provide GNP, and GNP shall provide Snohomish
County with a copy of any report submitted to the Agency, or to any other
authority having jurisdiction.

3.8 Excursion Trains

GNP shall allow excursion trains, such as the Washington Dinner Train,
steam tour trains or other tourist oriented trains to be operated on the
Railway Track upon reasonable and ordinary terms and conditions,
provided that Commuter Rail service shall have precedence over
excursion trains. For the purposes of this paragraph, "reasonable and
ordinary terms and conditions" are those substantially similar to the
Washington Dinner Train's prior agreement with BNSF.

ARTICLE 4 WARRANTIES AND DISCLAIMERS

4.1 By GNP

(a) GNP warrants that it is, and will maintain itself during the term of
this Agreement as, a Washington corporation in good standing, fully
qualified and authorized pursuant to applicable law and industry
practice to perform its responsibilities hereunder.

(b) GNP warrants that it shall purchase up to Two Million Dollars of
rolling stock and associated equipment within one (1) year of the
commencement of this Agreement, subject only to the issuance of
a certificate of public authority by the Surface Transportation Board
to GNP in a form reasonably satisfactory to GNP that effects the
purposes of this Agreement. GNP further warrants and represents
that it has sufficient financial capacity to purchase Two Million
Dollars of rolling stock and associated equipment within ninety days
of the execution of this Agreement.

(c) GNP intends to commence Commuter Rail operations within two
years of the execution of this Agreement.

4.2 By Snohomish County

(a) Snohomish County disclaims, and does not warrant, that it owns
any property fit for railroad use. GNP has performed its own
investigation and due diligence.

(b) Snohomish County disclaims, and does not warrant, that GNP may
construct, operate or maintain a railway over any property not
owned by Snohomish County.

(c) Snohomish County disclaims, and does not warrant, the fitness,
suitability or condition of any property it owns for construction,
maintenance or operation of a railway.



ARTICLE 5 LIABILITY AND INDEMNITY

5.1 Liability

(a) Each party shall defend and indemnify the other party from any and
all claims, suits and actions for injury, damage or loss to the extent
of the indemnifying party's responsibility for such injury, damage or
loss that arises out of. or relates to, this Agreement. ;

(b) A party to this Agreement who is required to pay damages or an
assessment under workers' compensation legislation, by reason of
the injury or death of an employee of such party occurring on the
Joint Use Corridor, shall have no claim against the other party ;
hereto, for reimbursement for such payment, except to the extent
that the injury or death was due solely to the negligence of the
employee or employees of said other party.

5.2 Notice of Claim

In case a suit or suits or proceedings be commenced by any person or
corporation against either party, for or on account of any loss, damage or
injury for which the other party is liable under the provisions of this
Agreement, the party so sued or proceeded against will give to the other
party reasonable notice in writing of the pendency of such suit or
proceeding, and thereupon the other party will assume the defense of
such suit or proceeding and will save and hold the party so sued harmless
from all loss and costs by reason thereof. Neither party hereto will be
bound by any judgment against the other party unless it shall have had
reasonable notice that it was so required to defend and has reasonable !
opportunity to make such defense. When such notice and opportunity has i
been given, the party notified will be bound by the judgment as to all >
matters that could have been litigated in such suit or proceeding. ;

5.3 Waiver of Business Interruption Claim !

Neither party hereto will under any circumstances have any cause of
action against the other for loss or damage of any kind caused by, or
resulting from, interruption or delay to its business or in respect of claims
arising therefrom. ,

ARTICLES INSURANCE \

6.1 Workers' Compensation Coverage i
i

With respect to all persons who work or perform labor on GNP trains or j
the Railway Track, GNP shall procure and maintain at all times coverage .
under Federal Employers' Liability Act (FELA), including, but not limited to,
Railroad Liability Coverage and/or Washington State Workers'
Compensation requirements, if necessary. >
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6.2 Liability Insurance

(a) GNP shall comply with the following conditions and procure and
keep in force during the term of this Agreement, at GNP's own cost
and expense, the following policies of insurance with companies
authorized to do business in the State of Washington, which are
rated at least "A" or better and with a numerical rating of no less

„ than seven (7), by A.M. Best Company and which are acceptable to
Snohomish County.

(i) Workers' Compensation Insurance or equivalent as required
by Washington law and Employer's Liability Insurance with
limits not less than $1,000,000 per occurrence.

(ii) Comprehensive Railroad Liability Insurance on an
occurrence basis in an amount not less than $5,000,000 per
occurrence and at least $10,000,000 in the annual
aggregate. Coverage to include: Definition of Railroad
Accident to include Unintended Fire & Explosion; Limited
Contamination & Pollution directly resulting from a Railroad
Accident; Evacuation Expenses Included, Fire Suppression
Expenses include; Deletion of the Passenger Exclusion (if
any); premises/operations (including off-site operations),
blanket contractual liability and broad form property damage.

(iii) Business Automobile Liability Insurance in an amount not
less than $1,000,000 per occurrence, extending to any
automobile. A statement certifying that no vehicle will be
used in accomplishing this Agreement may be substituted for
this insurance requirement.

(b) The above liability policies shall contain a provision that the policy
shall not be canceled or materially changed without 30 days prior
written notice to Snohomish County. No cancellation provision in
any insurance policy shall be construed in derogation of the
continuous duty of GNP to furnish the required insurance during the
term of this Agreement.

(c) Upon written request by Snohomish County, the insurer or his/her
agent will furnish a copy of any policy cited above, certified to be a
true and complete copy of the original

(d) Prior to commencing operations, GNP shall provide Snohomish
County with a Certificate of Insurance acceptable to the Snohomish
County Risk Manager evidencing the required insurance. GNP shall
provide Snohomish County with either. (1) a true copy of an
endorsement naming Snohomish County, its officers, employees
and agents as Additional Insureds on the Comprehensive Railroad
Liability Insurance policy and the Business Automobile Liability
Insurance policy with respect to the operations performed and
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services provided under this Agreement and that providing that
such insurance shall apply as primary insurance on behalf of such
Additional Insureds; or (2) a true copy of the blanket additional
insured clause from the policies. Receipt by Snohomish County of
any certificate showing less coverage than required is not a waiver
of GNP's obligations to fulfill the requirements. ;

(e) GNP certifies that it is aware of the provisions of Title 51 of the j
Revised Code of Washington that requires every employer to be j
insured against liability of Workers' Compensation, or to undertake '•
self-insurance in accordance with the provisions of that Title. GNP I
shall comply with the provisions of Title 51 of the Revised Code of
Washington before commencing the performance of the Work.
GNP shall provide Snohomish County with evidence of Workers' \
Compensation Insurance (or evidence of qualified self-insurance)
before any construction, maintenance, or operation begins.

(f) In case of the breach of any provision of this section, Snohomish
County may, at its option and with no obligation to do so, provide :
and maintain at the expense of GNP, such types of insurance in the \
name of GNP, and with such insurers, as Snohomish County may
deem proper, and may deduct the cost of providing and maintaining
such insurance from any sums which may be found or become due
to GNP under this Agreement or may demand GNP to promptly
reimburse Snohomish County for such cost. -

ARTICLE? COMPENSATION ;

7.1 Compensation

GNP will pay to Snohomish County monthly, as total compensation with
respect to the right to operate over the Railway Track herein granted, ;
compensation calculated at the rate of Fifty cents (USD$0.50) in lawful
currency of the United States, per car, per mile actually travelled in each
direction. GNP will supply car counts to Snohomish County monthly.
Payments shall be made for each calendar quarter by the thirtieth day of :
the month following the end of the calendar quarter. j

7.2. Changes In Rates ;

The rates in Article 7.1 shall be subject to increase or decrease annually
on the basis of the percentage increase or decrease in the generally
accepted Industrial Products Prices Index (Industrial Products Prices I
Index, item D694118 - Railway Rolling Stock Industry, published by j
Statistics Canada, or US equivalent). The rates shall be adjusted :
commencing 1 January 2009, based on the increase or decrease in such <
index between the end of December 2007 and the end of December 2008,
and thereafter as of 1 January in each year, based on the increase or !
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decrease in the index for the end of December of the year compared to
the index for the end of December of the immediately preceding year.

ARTICLES TERM

8.1 Term
i

The rights of operation of GNP over the Railway Track as set forth In this I
Agreement shall be for an initial term of thirty-one (31) years, commencing j
1 January 2008 and ending 31 December 2039, and may be renewed for j
an option period of an additional thirty-one (31) years with the mutual
agreement of GNP and Snohomish County. }

8.2 Removal of Properly \
•

Notwithstanding any rule of law or equity, the motive power and rolling i
stock of the railway, railway track, works, and any buildings, including ;

equipment, accessories and appurtenances purchased or developed by ;
GNP shall at all times remain the property of GNP notwithstanding that the \
same may be annexed or affixed to the said lands and shall at any time
and from time to time be removable in whole or in part by GNP; provided,
however, that if the removal of such property is not commenced and
diligently prosecuted by GNP within three years of the termination or
expiration of this Agreement, GNP relinquishes, waives, and quit claims all :
right, interest and title to such property to Snohomish County.

ARTICLES TERMINATION, REMEDIES, AND DISPUTE
RESOLUTION

9.1 Defaults {

The occurrence of any one or more of the following events with respect to \
either party shall constitute an event of default ("Event of Default") by said i
party (the "Defaulting Party"): ;

(i) if the party becomes, or is declared by any competent
authority to be, insolvent or admits in writing its inability to
pay its debts as they fall due or applies for any bankruptcy :
proceedings; or

(ii) if all or any material part of the assets, revenue or capital |
stock of the party have been or shall be attached, seized, j
arrested or distrained upon or shall become subject to any j
order of court or process for execution and such attachment, ]
seizure, arrest, distraint or process remains in effect; or I

(iii) if any person shall: J
i

(a) successfully petition or apply to a court, tribunal or j
other body or authority for the appointment of any

i
i
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administrator, receiver, liquidator, curator, trustee or
other similar officer of the party or for all or any
material part of the assets of the party, or

(b) apply for any bankruptcy proceedings in respect of
the party and in any such event such action, petition,
application or proceedings are not discharged or
dismissed; or

(iv) a material breach by a party that remains uncured for at
least sixty days after notice.

9.2 Remedies !

If an Event of Default shall occur, the non-Defaulting Party at any time .
during the continuation thereof, at its option, may:

(i) proceed by appropriate court action or actions either at law or in :

equity to enforce performance by the Defaulting Party of the
applicable covenants of this Agreement or to recover damages for •
the breach thereof, or

(ii) by notice in writing to the Defaulting Party and without limiting the
non-Defaulting Party in the exercise of any right or remedy which
the non-Defaulting Party may have by reason of such default,
terminate this Agreement. ,

9.3 Without Default \

(a) Either party may terminate this Agreement on the fifth anniversary ,
of the date of the last to sign by giving written notice to the other j
party within thirty days before or after the fifth anniversary date if
GNP is not then operating Commuter Rail service as described in \
Appendix B. j

(b) Snohomish County may terminate this Agreement without fault or !
breach by GNP upon sixty days' written notice:

(i) If GNP does not diligently pursue the commencement of .
Commuter Rail service as described in Appendix B within j
two years of the anniversary date of this Agreement, subject !
to the receipt of requisite or necessary authorities; or

(ii) Upon payment of to GNP of i
(a) the net salvage value of GNP's tangible physical !

assets used to provide rail service on the Joint Use j
Corridor, unless GNP continues to use such tangible i
physical assets for other operations not on the Joint i
Use Corridor owned by Snohomish County; \

(b) any penalty which may be incurred by GNP for the '
early repayment of any financing related to the assets \
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of GNP used to provide rail service on the Joint Use
Corridor that GNP is unable to use to provide rail
service elsewhere than on the Joint Use Corridor
owned by Snohomish County, and

(c) An amount equal to five years of net profit allocable to
GNP's operations over the Joint Rail Corridor owned
by Snohomish County. Such net profit shall include
only any net profit attributable and allocable to GNP's
operations over property owned by Snohomish
County and shall not include any net profit attributable
and allocable to GNP's operations over property
owned by others. Such net profit shall be based on
GNP's actual profit for the preceding five years (or
less during the first five years of this Agreement); or

If Commuter Rail service ceases and does not restart within
thirty days, or such other period as may be mutually agreed
between the parties, unless such restart is delayed by an Act
of God, in which case the thirty day period to restart shall be
extended by such time as reasonably necessary to restore
the damage to the Joint Use Corridor or GNP equipment
caused by the Act of God; or

(iv) If a governmental or quasi-governmental entity begins
Commuter Rail service, Snohomish County may terminate
this Agreement as regards GNP's Commuter Rail service,
but not GNP's freight rail service or railway maintenance or
operational control, in which case GNP shall be
compensated as provided in paragraph 9.3(b)(ii)., or

(v) If GNP fails or refuses to cooperate with the reasonable
requests of a governmental or quasi-governmental entity that
desires to provide Commuter Rail service in Snohomish or !
King counties;

(vi) If GNP fails or refuses to use diesel motor units for
Commuter Rail service, rather than passenger cars and 1
locomotives, when such units are economically feasible; or '

(vii) If GNP significantly reduces passenger rail service !
operations below the frequency and capacity described in j
Appendix B, except when service is reduced as a result of
clear changes in demand for service.

9.4 Termination Upon Change of Control

(a) If any person or entity different from the existing ownership of GNP,
whether itself or in combination with others, acquires direct or
indirect control of GNP, Snohomish County may terminate this ii

i
I
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Agreement unless Snohomish County consents in writing to the
change in control prior to its occurrence, which consent shall not be
unreasonably withheld.

(b) Refusal to grant its consent shall be deemed to be reasonable
where the proposed controlling person(s) or entity(ies) are not
satisfactory because of their financial standing, reputation, business
experience, the type or quality of business it operates, or where any
of the parties to this Agreement has reason to believe that the
proposed assignee or transferee does not possess sufficient skills,
expertise, or experience to offer, manage and operate railways or
transportation oriented development.

(c) When requesting a consent to a change of control, the party
requesting the change of control shall advise the other party to this
agreement in writing of the proposed transferee, and shall provide
to such information as may be requested, including, without
limitation, information concerning the principals of the proposed
controlling ownership interest, and financial and business
information concerning the proposed controlling ownership interest.
The party requesting the change of control shall indicate the
specific terms and conditions of the proposed change of control.

(d) Snohomish County may condition its consent upon payment to the
County of five percent (5%) of the economic value of the
consideration paid by the proposed controlling ownership interest to
acquire its controlling interest.

9.5 Disputes

(a) Disputes shall be resolved by structured negotiation. If structured
negotiation fails to resolve the dispute, the dispute may be resolved
by a lawsuit in Snohomish County Superior Court under
Washington law and procedure. Any time period stated herein may
be modified by mutual agreement in writing of the parties. The
dispute procedures are a condition precedent to the filing of any
lawsuit.

(b) Disputes shall be resolved at the lowest staff level possible. If a
dispute is not resolved, either party may refer the dispute to senior
management. Within ten (10) days after referral, each party shall
designate one senior manager with authority to resolve the matter
in dispute. Upon request, the parties' staff shall provide the senior
management officials with one or more brief oral or written
statement identifying:

(i) any material facts at issue (and agreed upon facts, if
relevant);
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any specific provisions of the Agreement at issue;

the basis for their positions and the consequences if their
position is not accepted; and

(iv) any alternatives they wish to recommend for consideration.

The senior management officials may jointly retain consulting
engineers or other experts or facilitators to make recommendations
to them.

(e) If the senior management officials cannot reach agreement within
twenty (20) days of receiving a referral, they may either initiate:

(i) a ten (10) day cooling off period; and/or

(ii) voluntary non-binding mediation by a mutually agreed-upon
mediator.

The parties intend that any mediation process or any cooling off
period followed by further negotiations be completed within fifty (50)
days of senior management officials receiving the referral.

(f) If the parties are still unable to resolve the dispute, either may sue
in the Superior Court in Snohomish County under the laws of the
state of Washington.

ARTICLE 10 GENERAL

10.1 Successors and Assigns

This Agreement shall not be assignable by either party without the prior
written consent of the other party (which consent shall not be
unreasonably withheld), and this Agreement shall be binding upon and
inure to the benefit of the parties hereto, their respective successors and
permitted assigns. Snohomish County may condition its consent upon
payment to it of five percent of the economic value of the consideration
paid for any assignment or transfer.

10.2 Counterparts

This Agreement may be executed by the parties in separate counterparts
each of which when so executed and delivered shall be an original, but all
such counterparts shall together constitute one and the same instrument.

10.3 Notices

Any notice or other writing required or permitted to be given hereunder
shall effective either when delivered personally to the other party, the
business day following the delivery by fax of such notice or writing, or
three business days after being sent by prepaid registered mail:
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(a] GNP Notice

In the case of a notice to GNP at:

GNP RIy Inc.
Attn: Thomas Payne, Chairman and C.O.O
c/o Montgomery Scarp MacDougall PLLC
Seattle Tower, 27th floor
1218 Third Avenue
Seattle, WA 981 01
Ph: Thomas Payne: 253-459-9702

Tom Montgomery: 206-625-1801

fbO Snohomish County Notice

In the case of a notice to Snohomish County at: !

County Executive
Snohomish County
3000 Rockefeller Ave.
Everett, WA 98201-4046

«

10.4 Interpretation

Each party acknowledges that it has read this Agreement, understands it
and agrees to be bound by its terms. Each party acknowledges that the ;
Agreement should not be strictly construed against one party or the other,
but Interpreted reasonably and fairly so as to give effect to the manifest
intentions of the parties.

10.5 Modification

This Agreement may not be modified except by a written instrument duly j
executed by the parties hereto. '

10.6 Waiver j

The waiver by either party of any term or condition of this Agreement shall j
not be deemed to constitute a continuing waiver thereof nor of any further !
or additional right that such party may hold under this Agreement. j

10.7 Audits and Inspections :

GNP shall retain and safeguard all records relating to its work for a period '
of six years. Such records shall include, but are not limited to, financial I
and operating records. At any time during normal business hours and as -
often as Snohomish County may deem necessary, GNP shall make
available to Snohomish County (or the Washington State auditor) for j-
Snohomish County's (or State Auditor's) examination ail of GNP's records {
and documents with respect to all matters covered by this Agreement and, j
furthermore, GNP will permit Snohomish County to audit, examine and [
make copies, excerpts or transcripts from such records, and to make j
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audits of all contracts, invoices, materials, payrolls, records of personnel,
conditions of employment and other data relating to all matters covered by
this Agreement.

10.8 Compliance with Federal, State and Local Laws

GNP shall comply with and obey ail federal, state and local laws,
regulations, and ordinances applicable to the operation of its business and
to its performance of work hereunder.

10.9 Relationship of Parties

Snohomish County and GNP shall not be construed as joint venturers or
general partners, and neither shall have the power to bind or obligate the
other party.

10.10 No Third Party Rights

The provisions of this Agreement are intended solely for the benefit of,
and may only be enforced by, the parties hereto. None of the rights or
obligations of the parties herein set forth is intended to confer any claim,
cause of action, remedy, defense, legal justification, indemnity,
contribution claim, set-off, or other right whatsoever upon or for the benefit
of any third party. This Agreement does not create any legal duty by any
of the parties, except such contractual duties between them as explicitly
stated in the Agreement.

10.11 Time of Essence

Time shall be of the essence of this Agreement.

10.11 Further Instruments and Documents

The parties agree to execute such further instruments and documents,
such as a lease, that may be reasonably necessary or required to effect
the purposes of this Agreement. '

ARTICLE 11 INTERPRETATION j

11.1 Entire Agreement

This Agreement supersedes any and all oral or written agreements
heretofore made relating to the subject matter hereof and constitutes the \
entire agreement of the parties relating to the subject matter hereof. !

11.2 Severability J-i

Any provision in this Agreement which is prohibited or unenforceable in
any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of j
such prohibition or unenforceability without invalidating the remaining ]
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provisions hereof or affecting the validity or enforceability of such provision
in any other jurisdiction.

11.3 Headings

The Article and Paragraph headings contained in this Agreement are for
convenience of reference only and In no way define, limit or enlarge the
scope, meaning or intent of this Agreement or in any way affect the
interpretation of this Agreement.

11.4 Gender and Number

Words importing the singular shall include the plural and vice versa, words
importing gender shall include all genders and words importing individuals
shall include firms and corporations and vice versa.

11.5 Proper Law

This Agreement shall be governed by and construed in accordance with
the laws of the State of Washington and the laws of the United States
applicable therein.

IN WITNESS WHEREOF this Agreement has been duly executed by the parties
hereto as of the day and year first above written.

GNP Rly Inc

Thomas Payne
Chairman, C.O.O.

James O'Farrell,

President, C.E.O.

CountVtOf Snohomish

Peter Canip, Executive Director

ed as to Form:

son Cummings,
hief Civil Deput/Prosectrting Attorney
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APPENDIX A—Joint Use Corridor Map

ALL THAT POOTDN OF
QUIT CLAM DEED
AFf 8210200678, FROM
BHRR TO SHOHQUSH
COUNTY (SEE LEON.
DESCHFTDN BELOW]
1RAUBFERED1D COUMPT
OCT. 20. 1H2. 13HG
NDKftEASlERLr OF THE
CEHTERUHE OF PU
ftENUEWC LYMB
SOUnWESIELY OF ITU
STREET LYHG EWT OF
MAPLE AOIUE, BEING
AppMMMATEur flstf LONC
UQRE OR LESS

ONRfSnonomlBh County Runnhpj RWito and Railway
Operations Aareement

AppmdhA
PRBWRED BY BNOHONlBH COUNTY PUBLIC WBM
SECTION 7 . T. 2B N.. R, 6 E.. W.M,

.J_J
(OLrVER 5T) 10TTH STREET

MR

IBLlD
ffTH STREET

! r-T~TlJI?1isrREEr7/

JOO O
SGAif

JO9
fEET

6OO
Note: Rpht-oT-Wv »wn to band on orapKieal
purpDui only at thh time. HiefBiqh mtareh
hu nnl yrt ban eanductad to wtrtiy Qw actual
tomUbn of Ihli Rlght-nf-Woy.

enl Descrition ortion epntn'nad «flhfn AFf

All that portion of said Ralmd Company*" 1W.O foot wide Branch Lint right of way, b«fcig
50 0 fiat iiida on aaah nda of rid Ralruad Company's Uafn Trunk canlariha upon, nmr
and «r*u tta SW^Eji. and the MW]£VNWK.&EV^Q( of aaitf Sectfon 7t and part of the
NB.NWK.NWH.NEK or idd Seeffon 16. TZBN. RfiEi bounded on the Northerly elds by the
centerline of Qlivar Street, aeurdihq to the recorded plot of England ft El mil's Addition to
iha Town of finohomWi nnd boundad an tha SouUiBr̂ r aida hjr the cantarirrw of Pirn Strait,
according to the recenled plot of the Fairground Addition to the Town of Snohomish:
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6.2 Liability Insurance

(a) GNP shall comply with the following conditions and procure and
keep in force during the term of this Agreement, at GNP's own cost ;
and expense, the following policies of insurance with companies ;
authorized to do business in the State of Washington, which are ,
rated at least "A" or better and with a numerical rating of no less !
than seven (7), by A.M. Best Company and which are acceptable to
Snohomish County.

(i) Workers' Compensation Insurance or equivalent as required }
by Washington law and Employer's Liability Insurance with •
limits not less than $1,000,000 per occurrence. ;

(ii) Comprehensive Railroad Liability Insurance on an
occurrence basis in an amount not less than $5,000,000 per
occurrence and at least $10,000,000 in the annual
aggregate. Coverage to include: Definition of Railroad
Accident to include Unintended Fire & Explosion; Limited
Contamination & Pollution directly resulting from a Railroad
Accident; Evacuation Expenses included. Fire Suppression
Expenses include; Deletion of the Passenger Exclusion (if
any); premises/operations (Including off-site operations),
blanket contractual liability and broad form property damage. i

(iii) Business Automobile Liability Insurance in an amount not
less than $1,000,000 per occurrence, extending to any
automobile. A statement certifying that no vehicle will be
used in accomplishing this Agreement may be substituted for
this insurance requirement.

(b) The above liability policies shall contain a provision that the policy ]
shall not be canceled or materially changed without 30 days prior '
written notice to Snohomish County. No cancellation provision in
any insurance policy shall be construed in derogation of the '
continuous duty of GNP to furnish the required insurance during the j
term of this Agreement. '

(c) Upon written request by Snohomish County, the insurer or his/her i
agent will furnish a copy of any policy cited above, certified to be a ;
true and complete copy of the original •

(d) Prior to commencing operations, GNP shall provide Snohomish ;
County with a Certificate of Insurance acceptable to the Snohomish {
County Risk Manager evidencing the required insurance. GNP shall !
provide Snohomish County with either: (1) a true copy of an ;
endorsement naming Snohomish County, its officers, employees |
and agents as Additional Insureds on the Comprehensive Railroad !
Liability Insurance policy and the Business Automobile Liability !
Insurance policy with respect to the operations performed and .
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