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1750 K STREET, N.W,
Suirs 350
WASHINGTON, D.C. 20006
Pu: (202) 206-3333
Fax: (202) 296-3939

BY BAND

Hon. Ann2 K. Quinlan, Acling Secretary
Surfuce Trarsportation Board

395 E Street, S.W.

Washington, D.C, 20423

OffiosENTERED
RE: STB Finance Docket No. 35151, GNP Rly Inc., inga
Application for a Modified Certificate of Public JUL 14 208
Convenience and Necessity Part
Public Record

Dear Ms. Quinla:;n:

On bchalf of GNP Rly, Inc., applicant, I am submitting
an original and ten coples of its application for a
Modifieqd Certificate of Public Convenience and Necessity
for the operation of a rail line pursuant to 49 CFR 1150.21
as well as a covy of the executed agreement between
Snohomish County and the applicant (identified as Exhibict
D-1). 1Irn addition, 1 ar enclosing a check for $1,400 to
cover the fllﬁpq fee and a copy of tnis filing on a d:sk
formatted in ME Word.

Flease daLe stamp and return cone copy of this letter
and applaication.

FEE RECEIVED

Sincerely ygazrs,

JUL 1 4 2008 —
SURFACE hn D. Heffiner
TRANSPORTATION BOARD Counsel

Enclosures
FILED
A1 4 9png

SURFACE
TRANSPORIATRHVBOARD

cc: Vr. Thomas A. Payne

www.heffnerlaw.com j-heffner@verizon.net



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 &
Ofmoe TNTERED
JUL 1 4 208
Puble !
FILED
Juit 1 4 2nng
SURFACE
TRANSPORTATION BOARD

Submitted By:

John D. Heffner
John D. Heffner, PLLC

FEE RECEIVED 1750 X Street, N.W,

Suize 350
JUL 1 4 2008 Washingten, 2.C. 20006
SURFACE (202) 296-3334

TRANSPORTATION BOARD
Counsel for Applaicant

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

Pursaant tc 49 CFR 1159.21, GNP Rly Znc. (“GNP”), a newly
organized class IIZ short line railroad and noncarrier, propcses
to lease and operate a short segment of railroad track that was
authorized for abandonment and subsequently acquired by the
County of Snohomish, WA (“the 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
operatirg this segment of track in connection with some
conticuous lires of railroad i1dentified herean.

INTORMATION R=QUIRED BY 49 CFR 1150.23

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

operator 1s an existing rail carrier:

[ 58]



CNP Rly, Inc.

4G3 Garfie_d Street
Suize #20

Tacoma, WA 98444

(i) Its articles of incorporatior or, if 1t 1s

unincorverated, the Zacts and orgsaizaticnal documenrts relat-rng

to izs formaticn

A copy cf the Certificate ¢f Incorporation and the
Articles c¢f Ircorporatior of Altac Ter~Iina’s
Washkingtcn, Irnc., appl-cant’s predecesscr, are
attached aleng with &n amendrent o 1ts Articlies of
Ircorporation changirg the nare of Altac Termina.s
Washirgton, lnc., to GNF Rly Inc., as Exhibizs A-L
through A-3.

(11) Tne names and sadresses of al’l of its officers

and directors and a statement indiceting any present affiliat.on

each mav have with a rail carrier;

Attached as Exhibit B

(i11) Sufficieat Informatior =—o estaklish the

finarcial responsipbllity of the operator.

A copv of Applicant’s current irterim financial
statement 1s attached as Exnipit C. Prior to
initiating cperaticns, the coumpary will be fully
cavltalized.

{2) Ianformation about the vrior abandgcnrment includirg

cocke: number, status ard date of the first decisoon approving

the akandonmert

By Appiicatior filed in Interstate Commerce Commission



docket numoer AB-6 Sub-No. 280X, with a decision served on May
6, 1986, the former Burlington Northern Railway' applied for and
was ranted pernission to abandon the subject rail line
extending from Snohomish to Hartford, WA. Snohomaish County
acquired the 0.2 mile segment of track and right of way that ais

the siukject of this application on Octoker 23, 1992.

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

been agreed uoon by the cperator and the ‘Countyl] 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 frorm the County are attached as
Exhibats D-1 and D-2 respectively.

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

where applicable, a description of:

(1) The line over which service 1s to be performed;

Trhe right of way will be used for the recornstruction 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 an

the Verified Statement of Thomas Payne attached hereto Exhibait

Now BNSF Railway Company (BNSF)



G, this laine forms the northern most segment of a rail line that
will extend from Snchomish cn the 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 abandonmentc in STB
Docket No. AB-6 (Sub-No. 422X), servea Dccember 18, 2007, that
abandonment has never been consummated and the 1line may be
acquired by a public authority. Moxeover, tnat segment in tuarn
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
freignt and commuter passenger service on the segment proposed
for acquisition by the Port of Seat:tle, and in preparation for
that eventuality has concluded i1ts agreement with the County of

Snohomish and is filing this notice.

Maps of the subject line and the connecting lines are

attached as Exhibits E-1 through E-2.

{11) All interline connections including the names of the

connecting railroad;

GNP will ainterchange traffic with BNSF at West Junctaion
Snohomish, WA(MP 37.6).

(i11) The nature and extent of all liability insurance

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

“ The Board has exempted tne Port’s acguisition of an ex:teasicn of thas
line cetween rilepost 23.80 at Woodinville and milepost 28.25 at 3nshomish.
See, The Port of Seattle-Acquisition Exemption-Certair Assets of BNS: Railway
Company, STB Finance Docket No. 35128, served June 20, 2008.




See 1insurance quotation letter attached as Exhibat F.

(iv) Any preccnditions which snipgpers mast meet tc receive

service.
None

(5) The name anrd address of anv subsidizers

None

(6) Sufficient irnforration to establish the financial

responsibility of any subsidizers

Not applicable as there are no sutbsidizers,

Services offered and applicable rates, charges, ana
conditions will be described in tariffs published by the

egpplicant in accordance witn the 3oard’s rules.

Respectfully submitted,

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

Ccunsel fcr Appl:cant

Dated: July 14, 2008
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STB Finance Docket No.: 35151

Ry _ - E— )

f“

The étate uf

Sccre lary 0{ State

I SAA] RFED. Secreiary of State ¢l the State of W gainnglnt and custodian ol its seal
] Wureby st tus

CLRIIFICATF OF INCORPORATION

[1}]

ALTACTERMINALS WASHINGTON., INC.

wal WU Irori Corwaatior Chanter cvutm ams et e eetiveen the date rdicn o Tl s |

Dut ' 292005
LBi Nuroet 6{(?-L72 Tod

APPID 718490

Grven nnder my hand and the Scal of the Stan
ol Washigwen af Olxmpuy the State Capiral

o Rl

Sam Reed »ewretory ol Stae

L-?.L_.__.

I
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STB Finance Docket No.: 35151

602 672 764
FLED ARTICLES OF INCORPORATION
sl FR=C7 1 TR oo
. SAMRCEC i OF ] i 25
i ~ » =
! | ereerien : ALIAC IERMINALS WASHINGTON, INC f1g §
Il"" £ OF"VASH ‘JGI-.!NI gaﬁs
It
You
I'he undersigned lereby exeeutes the following Amicles of Incorporauen for the purpose g g z
of torming a corporation und.r the Washington Business Cornormtion Act {(Revised Code of Tee
Waslungten [°l2 231
"ARTICLE 1
NAMF
Che narme of this cotporation 15 Attac Termunats Washington, Ine |
ARTICLEN

AL THORIZED CAPI] AL STOCh

This corporativn is 2mhorized t 1ssue, in tne agere gate, taenty five thousand (25 900
shares ol a single eluss of stock

ARTICIE N
NO PREEMPTIVE RIGHTS

Sharchalcers of this corperat on vhall pave a0 presmptne rights to . cuire additwnal
} shures issued by the corporanon

ARIICLI IV
DIRFCTOR 1 1ABILITY

A diredter 0 he corporeton sl net By pesoan'ly haple to L corpetauoa o7 s
shareholders tor monetary damages for conduct as a cwrector, except for habilite of the rector
fur {1} acts or omissions that mvolve intunbonal misconduct or 4 knowing vivlaton of luw by the
director (u)y conduet which violatey RCW 238 08 310 of the Washingwn Business Corporauion
Aci, pertaminge o unpennnded disinbuiions 19 shareholdens or loans to directors, or (1t any
transection from whic! the @rrector will personally recenve o benpedit in money, property or
i services 10wl ih the & eutor s not feaefly en'iled 11 the Wash Jgton Basiness Corp rutiuna Aul
1s a'renced (o 2uthonze corponite acilon quvher ehmimaung or lirmiting the persenal Lab ity of
dires ters, then wle habrlsy ol a d rector of the worpurat:on shall be eliminated or hmited tw the
fudlest extent permmed by Ihe Washinglon Business Corporalion Acl, s so amunded Any repual
wr medificanion of the feregoing paragnuph by the sharehulders of the corporauon <hall no
adversel uffect & nhi or protection of g Jirector of the corpora on exiseng at the ume ol
sach repest or mod 1 eano”

AATIC LSO KOORMIRATCN
A TAC TRUINALS MAS) ™ = 29 INC ORIG/NA[
PA%-

Page: 8
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STB Finance Docket No.: 35151

ARTICLE V
INDEMNIFICATION

1 he corporativn shall indemnify 1s direstors aganst Al habliry, damage, or expense
resulting lrom the fuct that such person 15 or was a director, to the maxnmum extent and under all
cinumsiances permutted by law, except that the corporation shall not indemnify a director
against izbility . wnege, or expense resuling from the divector s gross acghgence

ARTICLE Vi
AMENDMENT

This corporution reserves the nght to amend or repeal any prossions ¢ontained 1 these
Artcley of Incorporation in any maane- now or herea ter permitted by statute - All nghts of
snareholders ef the corporation und all powers ef di ectors ol the corporation ase granted subjest
to *his resenvat'on

ARTICLE V1l
INITIAL DIRECTORS

he 1 ual "oard of Directors o1 this corporation vonsis's of three(3) directors  The name
and aadress of the directors are 24 follons

Thomas Pavne

Sune 21 Gariield Cemer
405 Garfield Cenier
lecoma WA 98344

Darry| Banman

#214, 110-» Ith Avenue S W
Calgury, AB

Camada T2R 0B8

Paul Crune

#2314, 110-1.tF Avenue S W
Caigen. AB

Canada 12R OB§

The mutial d rectors shell serve untd the next amual meeung of sharcholders or untl (he
eiection and quahficaiion of their successors  The number of directors constituting the Board of
Directors of this corporation mey be increased or decreased from time to tume m the mataer
specfied wn the Balaws of tus corporauon

ARTICLES UF IRCORPORA (10N
Al TAC TFAMINALS WASHINGTON NC
PAGE 2



STB Finance Docket No.: 35151

I
ARLICLE vIIL |
. REGISTERED OFFICE AND AGFN1 i

/ The sireer address of this corporation’s iniual registered oflice 15 /o Mon gomer Searp
PITC, 1218 Third Avenue, Sutte 2700, Seatt's, Washangton, 98101

Tom Momgumery 1s the compma.tor’s iitial regisiered agem at such oifice

ARTICIE I\
INCORPORATOR

The name am! address of the ieorpoiator s as foliows
{homas Payne

430 - Eus1 23th Streer Sune 202M
Tecoma, WA 9842]

d
DATED this . 22" day of November 2006

Thomus Pusne, Incorgorator

CONSLNT TO AMPOINIMENT AS R GISIFRED AGENT

I, Tem Muntgomery, ereby consert ta sene a5 replsterad agent, 1m the Staie of Wash-
mylon for Alise |ermmuals Washy jgiton, Ine [ unaerstard ra, us ege 1 lor e co-poraton 1t
will be My responsitaliny 1o azcep. sen e of process ' the t 2-¢ of the rorpoerauon, 1o forward
£ mart and iicense renewals ro the appropnae o Ticer(s) of the corpunt won, «nd (o rmmediatels
noufy the Ortce of the Secretary of State of my resignat on or ¢f any changes n she ucdress of
the registered o°Tice ol the corporat o 'or which | am agent

"
/
DAILD tus fs’ dav of November, 2096

om Mogorey. & S Age r
Jo Munlgum:r?h!ca. d

1218 1 hird Avenae, Suite 270u
Scattle, Warampgton, Y9810

ARTICLLS C'F :hZORPLAATIIN
ALTAL TTRMIBALS WARHING 0N INC
PAGL } R
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STB Finance Docket No." 35151

ARTICLES OF AMENDMENT
WASHINGTON
i PROFIT CORPORATION

Mer Crores 238 2
FEE- 530

WCRVICE AVAILABLE - $20 PCR ENTITY
“RXPCOITE" IK BOLD LETTERS
THGK Or LHVLLOFE

STATE OF WASHINGTORN
| SECRETARY OF STATE

Fhease PR T or TYPr 7 Adza uid [y
Sgn dato ana 1ot M w LRl AR ONF COTYI0 V&g I N
J o

CORPORATIONS DIVISIZN “tr,
831 CAPITOL WAY SQUTH PO BOX 4871 i
OLYMPIL, VA 98504025 7,

=HE SURE TO [NCLUGE MILG FFC Chechs
s'ould e maoe payask 3 Secietary of Slae”

-

4FED MR rA=m

INPORTANTI s 350 Lo GOl Aivesld 5 Ty W/ :""t"}" Murcer fen. mea sode)

AMENDMENT TO ARTICLES OF INCORPORATION

NAME OF CLHPCIAIRGN As o zm-fnmr‘h‘ mes the OF ceof U9 Secrwiary of Si2%e)

S v =,
Alen TEmm) cton Tl ,
UBI NUM COMRF-ORA. 10N NUMSER {# knawr) AMENDYCTH, S TO ARTRES OF INCORADRAIION WERE ADOPILD ON

/QEQE’?QZ/HZ Dt Q-10-p7

LI CCTIVE DATE ‘-w-.mmu'--wynmfonmwmwsnmwmsmm-Ts;aw

CF ART: LES OF
AMELNDMENT O] bpowhs Dan — muln'l fisey, by Laa Secreton ¢ Sty

ARTISLES OF AMCHhDMLET ALRC ALCEHITC Br  Saaxg chazk OFE nf “g hlkewng, (

|:| MECTPMAS  Sihchicors A7~ was net requTad
Boord of DdezierR  Shiarahacers aclcr w3s Nt regd e
Dy apsovoc sravehaider acion 1 accondance wits Che,ver 237 1 RCW I

ANMENDMONTS TO THE ARTICLES &7 I2ORPORATION ARE AS FOLLOWS
} # aranqres prevaces (or ar excMange, ndluﬁ'.l-t'l.nrﬂr'uﬁm of asued alrinas, pxasiors fr
e Tiog En & msibe e'fact g.f3unnal gmoncTants of inlormater

Q[’unc' ng Nawe o,

GAU’ R LL{ dna

~rTO0 WMC RO=wAC

SIGNATURE OF OFFICEIt
This document Ig m?jmd under penaides of perfury, and is, ta this best of my Anowfedge, true snd cormuct
P

Thnegs Bavay /0 51.-5 37

7 e
. V= 22 L
J S e o v S set et Frbved Kam

]
INFORMATION AND ASSISTANCE ~ 360/753-7115 (TDD - 360/753-1485)

g
t
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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 08444
2. Douglas Engle
Chief Financial Officer
11515 NE 103 Place
Kirkland, WA 98033

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

Ve 3

GNP Rly Inc.
30 June 2008

Page 2



GNP Rly Inc.

BALANCE SHEET
As of June 30, 2008

ASSETS
Current Assets
Cash - Bank of Amenica
Total Current Assets
Fixed Assets
Locomotives & roling stock
Automotive
Tools
Furmiture and Fixtures
Office Equipment
Technical Library
Total Fixed Assets
Other Assets
Incorporation & legal expenses
Intellectual property
Certficate
Total other Assets
TOTAL ASSETS
LIABILITIES AND EQUITY
LIABILITIES
Current Liabilitles
Accounts Payable

Total Accounts Payable
Other Current Liabilitles
Note Payable
Total Other Current Liabiliies
Long Term Liabilities
Liabiities
Total Long Term Liabihties

TOTAL LIABILITIES

EQUITY
Opening Bal. Equity
Share Capital
Sharehoider loan
Retained earnings
TOTAL EQUITY

TOTAL LIABILITIES AND EQUITY

Page 3

3,910 00
3,910 00

557,000 00
2,750 00
4,198 84

20,513 66
29,743 99
12,563 00
626,769 49

5,000 00
375,000 00
1,400.00
381,400 00

1,012,079 49

000
0.00

6,600 00
6,600 00

000
000

6,600.00

2,500 00
100
1,002,978.49
0.00
1,005,479 49

1,012,079 48




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-1

Submitted as separate document
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L4

Snohomish County

County Councit

June 13, 2008 Mike Cooper
Dave Gossott

John Koster
Dave Somers

Hon. Anne K Quinlan Bnan Sullivan
Acting Secretary
Surface Transportation Board VI/S #6799
395 E Street, SW 3?00 Rac:kolelgz‘Avclaue
A i, WA 4)1-401
Washington, D C 20423 N oy 3853404
FAX (425) 388-349%
RE: STB Finance Docket No. 35151, GNP Railway, Inc., TIY/TDD (425) 388-3/00
Application for a Modified Certificate of Public Convenience and
Necessity

Dear Ms Quinian:

| am wniting on behalf of the County Counci for Snohomish County, WA, in
connection with the above-captioned proceeding

Snohomish County 1s 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 (Snchomish 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 1s submitting an application
for a Modified Certficate of Public Convenience and Necessity, and that
Snohomish County fully supports the railroad's efforts to reinstate ral service
over this frack

Ssncerely Yours,

"D S

Dave Somers
Chairman
Snohomish County Council

c¢c Mr Thomas Payne

contact council@co snohom sh w1,
www SNOCO org
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SIMPLIFIED SCHEMATIC BNSF WOODINVILLE SUBDIVISION
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STB Finance Docket No.: 35151

LIABILITY COVERAGE

UNITED SHORTLINE
Insurance Services, Inc.

Toa: Mr. Thomas Payne Date: 6/3/2008
From. Julie Pettnt Time:
RF: GNP Rly I 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

dededededeeddedkdefe kit hthd Rkl hhhhdhtthkikhtdtkdthh ik dh ke hodh i ehkhhhk

We are pleased to offer you the artached Railroad Liability Coverage and Premium
proposal as requested. Please 1eview the specifics of the coverage offer Lo assure your

request has 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. RRG as required by the Shareholders
Agreement. All costs related to the acquiring of that Stock Certificate wre mcluded i the

premium quoted.
Should rhis premum guotanon be acceplable, and a request for binding 1s received. You
will be provided a complete document pachage relatimg to US Raul which must be reviewed

with certain acknowledgment provisions and signatures required. All documents must be
acknowledged pnior to the eflective date of the pohey.

Thank you,

Jule Peuil

989/ 738-6400 e 800/247-2085 e Fax: 989/738-6557 o«
www unitedshortline com

Page: 29



STB Finance Docket No.: 35151

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

Your risk retention group may not be subject to all
R . of the insurance laws and regulations of your State.
United Shortline State insurance insolvency guaranty funds are not

Insurance Services Inc avallable for your risk retention group.”
, -

Raiiroad Liability Insurance Proposal
6/3/2008

Named Insured: GNP Rly Ine.
Operation: Shortlne Premses
Per Ocautrence Sell Insured Retennon: 310,000
Fstunated Payroll for Policy Term: 50
Effcenve Dae: To be deternuned
Retioactive Date: To be deternuned
Total Net Premium: S£.250 Muunnun Premnin
Total Capntal Stock  Purchase 5750
TRIA Included
Taxes None
Rate Per $100 Payoll: Flae

Page: 30



page two

RE: GNP Riv Inc.

General Aggregate Linut:
Brodudscompleted opetanons

Personal & Advertsing Imuny
Linut

Fach Occurtence
Fire Dantage Limut
Insurance Company:
Coverage Foun:

Coveraees Include:

Tlus quotaton s vahd unnl:

STB Finance Docket No : 35151

$10,000,000
85,000,000

$3.000,000

$3,000,000

830,000

US Raul Insurance Co. Ine. RRG

CLAIMS MADE

Bodhily myury, Property damage, Advettsimg
inqun, Personal mpuey, Evactation expenses,
Linuted pollunon, Polluuon dean-up expenses,
Bill ol Ladig, Foreym Rolling Stock and
FELA.

8/1/08

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

endorsements.

Endorsements: Policy Form USIL00A 09/07, Cancellation Endorsement USIL331 04/07,
Common Policy Condimons ILOOL7 1198, Fmplovment Relited Practices Exclusion
CG2147 0798, Nuclear Encigy Liabiluy Exclusion 1LO0Z21 04498, Senice ol Suit USI 1998
09797, War & Termonsm Exclusion USI 2919 (09/07, Blanket Addiuonal Insured UST 1881
09707, Several Liabiluy Nouce TSI G101 09/07, Absolute Asbestos Exclusion USIH 1313
00/07, Exception (o Terrorsm Fxcdusion lor Certilied Acts of Tenorism CG 2177 1102,

Clums Handling US1 57497 09,07

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

Page: 31
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VERIFIED STATEMENT OF THOMAS PAYNE

Thomas Payne, being duly sworn, deposes and states as

fc__ows:

My name is Thomas Payne. My address is 403 Garfield
Street, #20, Tacoma, WA 98444, I began my career in the
railroad industry as a locomotive engineer for the Canadian
Pacific Railway in Ceanada. Later in 1986 I Zformed Central
Western Rallwey &s Canada’s £first =modcrn erntrepreneur-al
short line railroad to &accuire branck Z:nes from boeth
Canadian National Railway and Canadian Pacific Railway.
Thirteen years, and several additions 1later, I sold my
Canadran short line holdings to the American short line

holding cempany, RailAmerica.

Since then, I have moved to tThe Pacific Ncrthwest ard
have decided to reentzer the =railroad bkusiness 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 ar Zamiliar with all of the facts and
circurstances discassed in GNP’'s mod:if-ed certificate

applicat-on.

I have prepared this statement to enable the Surface
Transportation Board to better understand the transaction
GNP 1s proposing here. GNP’s application here to operate
two-tenths of a mile of razailroad forms the northern part of
a rail line that will extend from the City of Srohomiskh,
Snohomish County, WA, south to Woodinville, WA, The line
consists of three segments: in the City and County of
Snohomish (MP 39.1 to MP 39.3) which is the subject of thais
application; in the City and County of Snohomish (MP 38.1



to MP 39.1) owned by BNSF Railway Company (“BNSF”) and the
sapject of an unconsummated railroad abandonment exemptaion;
and froxm Snchomisk to Woodinville (MP 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.

Startaing from the north at Snochomish, GNP will use the
subject railroad line for the site of 1ts 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 1n 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:
(1) 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 <the Port of Seattle and BNST
interd, as a consequence of their present transaction to
select a third party operazor Zor freight services between
Snohomish and Woodinville. The agreement provides that any
thirc party operator shall seek from the STB its own
authority to ccnduct freight operations or the Zine. GNP

plans tc submit a bid to proviae £f£rer¢cht service over this



line.

Additionally, the Port of Seat:ile’s Operations and
Ma:ntenance Agreement between =tane Fcrt cf Seat:tle and the
Thira 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.q.

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

The Commissicners oZ the Port have been fully infcrmed
0f GNP’s activities to estabiishk freight ard commuter
service on the iine &nd 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.
(i) Kirg County

We have conversed with King Ccunty’s legal couansel to

advise ham 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 cn GNP’s business plan.
(i11) Snochomish 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 Agreemert and support letter

furraished wizth thzs 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 1in



the City and the County and 1is aware of tne currentc

application by GNP.

The County o©f Snohomish would 1like to see GNP
establish commuter raillirocad service. While =ne Regional
Transit Agency, Sound Transit, presently operates commuter
rail service between Tacoma and Seattle and Seattle and
Everett, 1t 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 lire of ra-lway may generate
compensatcry freight and commuter rail traff-c 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 pvpresent mecdest site 1s the starting
point for that development. A substantial traffic demand
exists in the quickly growing community of Lake Stevens,
which is located further northk along the right of way Jaoon
which GNP has its ainitial sate. It is GNP’s intent to
progressively reconstruct the railway north of MP 39.3 1in
Snohomish, while preserving joint trail use, :in order Lo
capture commuter wtraffic and any potential frerght trafflic

which exists north of the City of Snohomish.
(v) Boise Cascade

We Lave held conversations with Boise Cascade (thke
most significant freight shipper on the line that 1s to be
purchased by the Port of Seattle) to advise them of the
present applicatior and 1ts purpose arnd our desire to
provide them with freight service should GNP be selected by
the BNSF and the Port of Seattle for that purpose.

As mentioned above, GNP has received the suvpporc oI



Snohomish County and 1looks forward to working with all
affected parties to restore and/or preserve rail service on

this corridor.
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VERIFICATION

STATE OF WASHINGTON)
) S5
CITY OF TACCMA)

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.

/) L [}

[ Y

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

the City of Tacoma in the State of Washington, this é;:?day of

July, 2008. ﬁ .

7
Notary Public

My Commission expires:
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RUNNING RIGHTS AND RAILWAY OPERATIONS AGREEMENT

THIS AGREEMENT is dated the 27 o day of May, 2008.

BETWEEN:
GNP RlyInc.
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
Atticle or Paragraph of this Agreement; and

13 “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).

14 “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
pursuant 1o this Agreement.

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

ARTICLE 2 JOINT USE CORRIDOR

21

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
promises to take all reasonably necessary actions to commence operation
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
to allow dual use of the Joint Use Corridor for both rallway and Trail uses.
GNP further agrees that it will obtain Snohomish County's permission
before damaging or demolishing any existing Trail and that GNP shall
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2.2

replace or repair to current standards such damaged or demolished Trail
at GNP's sole cost and expense.

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

31

3.2

33

Page 5

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

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 shali be performed in a manner
consistent with safe railway practice as reasonably determined by GNP,

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 officer(s) 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.

Compliance with Laws
Nofwithstanding 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,
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34

3.5

3.6

3.7

Page 6

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.

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 fumish 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.

Clearing of Wrecks

In the event of a GNP train (or part thereof) being derailed or in collision
while upon the Railway Track, the derailled 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.

Emergency Repairs

At the request of GNP, and subject to availability of labor, facllities, 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

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

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
incidents occurring on the Railway Track that involve a GNP train.
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3.8

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.

Excursion Trains

GNP shall allow excursion trains, such as the Washington Dinner Train,
steam tour frains or other tourist oriented frains fo be operaied 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

4.2

Page' 7

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.

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

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 wamant, the fitness,
suitability or condition of any property it owns for construction,
maintenance or operation of a railway.

———— apaet



ARTICLE 5 LIABILITY AND INDEMNITY

51 Llability

(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
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.

ARTICLE 6 INSURANCE

6.1 Workers' Compensation Coverage

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

Page 8
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Page: 9

Liabllity Insurance

(a)

(b)

()

(d)

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 Emplover's Liability Insurance with
limits not less than $1,000,000 per occurrence.

(i) 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: Definiton of Railroad
Accident to include Unintended Fire & Explosion; Limited
Contamination & Poiiution directly resuiting from a Raiiroad
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.

(iti} Business Automobile Ligbility 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.

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 fo furnish the required insurance during the
term of this Agreement.

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

Prior to commencing operations, GNP shall provide Snohomish
County with a Certificate of Insurance acceptable to the Snchomish
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




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. Recsipt 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
Revised Code of Washington that requires every employer to be
insured against liability of Workers’ Compensation, or to undertake
self-insurance in accordance with the provisions of that Title. GNP
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.

] 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 o promptly
reimburse Snohomish County for such cost.

ARTICLE7 COMPENSATION

7.1

7.2,

Compensation

GNP will pay to Snohomish County monthly, as total compensation with
respect to the nght 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.

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
index, item D894118 - Railway Rolling Stock Industry, published by
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 iImmediately preceding year.

ARTICLE8 TERM

8.1

8.2

Term

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

Removal of Property

Notwithstanding any rule of law or equity, the motive power and rolling
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.

ARTICLE 9 TERMINATION, REMEDIES, AND DISPUTE

9.1

RESOLUTION

Defaults

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

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

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

(ii) if any person shall:

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

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

(@)

(b)

Page 12

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
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.

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
two years of the anniversary date of this Agreement, subject
to the receipt of requisite or necessary authorities; or

(i) Upon payment of to GNP of

(a) the net salvage value of GNP's tangible physical
assets used to provide rail service on the Joint Use
Corridor, unless GNP continues to use such tangible
physical assets for other operations not on the Joint
Use Corndor 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
Corridar 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 shalt be based on
GNP's actual profit for the preceding five years (or
less during the first five years of this Agreement); or

(ii) If Commuter Rall 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 Gad, 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 Comdor or GNP equipment
caused by the Act of God; or

(iv) If a govemmental 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 fo 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
locomotives, when such units are economically feasible; or

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

9.4 Termination Upon Change of Control

(@) 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

Page: 13

I' ms e & e — ——

B T



(b)

(c)

(d)

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

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 fo offer, manage and operate railways or
transportation oriented development.

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.

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)

(b)

Page' 14

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 [aw 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.

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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(ii) any specific provisions of the Agreement at issue;

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

(iv) any altematives 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
(i)  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 resclve 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

10.2

10.3

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.

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.

Notices

Any notice or other writing required or pemmitied 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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10.4

10.5

10.6

10.7

(@) GNP Notice

Iin the case of a notice to GNP at:

GNP Rly Inc.
Attn: Thomas Payne, Chairman and C.0.0
c/o Montgomery Scarp MacDougall PLLC
Seattle Tower, 27" floor
1218 Third Avenue
Seattle, WA 98101
Ph: Thomas Payne: 253-459-9702
Tom Montgomery: 206-625-1801

(b) Snohomish County Notice

In the case of a notice to Snohomish County at:

County Executive
Snohomish County

3000 Rockefeller Ave,
Evereit, WA 98201-4046

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.

Modification

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

Waiver

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

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
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
Snohomish County's (or State Auditor's) examination all of GNP's records
and documents with respect to all matters covered by this Agreement and,
furthermore, GNP will permit Snohomish County to audit, examine and
make copies, excerpts or transcripts from such records, and to make
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10.8

10.9

audits of all contracts, invoices, materials, payrolls, records of personnel,
conditions of employment and cother data relating to all matters covered by
this Agreement.

Compliance with Federal, State and Local Laws
GNP shall comply with and obey all federal, state and local laws,

regulations, and ordinances applicable to the operation of its business and
to its performance of work hereunder.

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

10.11

10.11

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.

Time of Essence
Time shall be of the essence of this Agreement.
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 purpases of this Agreement.

ARTICLE 11 INTERPRETATION

1.1

1.2

Entire Agreement

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

Severability
Any provision in this Agreement which is prohibited or unenforceable in

any junsdiction shall, as to such jurisdiction, be ineffective to the extent of
such prohibition or unenforceabllity without invalidating the remaining
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1.3

1.4

11.5

provisions hereof or affecting the validity or enforceability of such provision
in any other jurisdiction.

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.

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.

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

Vo e

Thomas Payne
Chaiman, C.0.0.

56"

James O'Farrell,

President, C.E.O.
County,of Snohomish
// vV~

Peter Canfs, Executive Director

gson Cummings,

hief Cil Deputts_e—c ti
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APPENDIX A—Joint Use Corridor Map
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Liability Insurance

C)

(b)

(c)

(d)

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.

(i) 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 Rallroad
Accident; Evacuation Expenses included, Fire Suppression
Expenses include; Deletion of the Passenger Exclusion (if
any); premises/operations (inciuding off-site operations),
blanket contractual liability and broad form property damage.

(i) Business Automobile Liability Insurance in an amount not

less than $1,000,000 per occurrence, extending to any
automobile. A statement cerlifying that no vehicle will be
used in accomplishing this Agreement may be substituted for
this insurance requirement.

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.

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

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 shali
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
Liabllity Insurance policy and the Business Automobile Liability
insurance policy with respect to the operations performed and
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