City of Sand Point Council Meeting

Workshop: Tuesday, July 12, 2016 — 2:00 p.m.
Meeting: Tuesday, July 12, 2016 — 7:00 p.m.



CALL TO ORDER



ROLL CALL
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REPORTS



FINANCE OFFICER



TO: Mayor Gardner
City Council Members

FROM: Andy Varner
City Administrator
DATE: July 6, 2016
SUBJ: Monthly Report for July 2016

I apologize for not being at July’s meeting in person. Here are a few issues and items of note we’ve
been working on since the last report:

ANNEXATION
- I submitted several clarifying comments to the LBC on our annexation petition on June
17. They have one month to perform the technical review on this latest version so |
expect to hear from them any day now.

CLINIC
- | had a meeting last week with EAT, and the City recently received an additional $9,400
in Village Built Clinic money through the IHS. According to Jennifer Harrison, the FY17
level should be even bigger. We will review our MOA with EAT once that amount is
determined, as it will likely have some bearing on our existing agreement.

DOCK REPLACEMENT

- DOT, PND and I had a meeting at the end of June to go over the latest with the project.
The design is progressing along well. They are shooting to have another interim design
review set submittal towards the end of July, and there are no issues to report on the
design end. Their geotechs and the drillers will be onsite in about mid-July to perform the
site investigation. HDR has been selected to assist with the marine mammal take permit
application and endangered species consultation with NMFS. Everything seems to be on
schedule.

WATER/SEWER PLAN
- CRW submitted the draft Preliminary Engineering Report: Sanitation Facilities on our

Water & Wastewater system. Their report was 75% funded by a USDA grant. The intent
of this report is to develop a priority list of improvement projects for this system and to
apply for USDA Rural Development for the projects. This report provided priority
options and also cost estimates for all improvements. I’ve gone over it a bit with Allen.
Once the report is finalized | will work with Allen, Dave, the Mayor and others to
determine what level of funding and what projects we want to pursue, primarily through
the USDA.

ENERGY

- The energy auditor performed his audit inspections of our buildings last month and is
finishing up his audit reports. I intend to apply for another round of Dept of Energy
funding (due August 31) to help us implement his suggested energy-saving measures.

- I met with TDX a couple weeks ago about the electric boiler installations in the school
and clinic, and their engineer did a walk-through of the clinic with Ken and had a
meeting about the project. One twist on this project from the previous plan is that TDX
would now propose to own and maintain the equipment in the clinic, rather than the City.
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I am helping EAT connect with TDX to come to terms on a heat sales agreement between
the two. Right now TDX will treat these “excess wind-heat” installations as
demonstration projects and use a year’s worth of data to see if additional community
facilities in Sand Point make sense for installations.

INVESTMENTS

One of the City’s three CDs expires in December (statements are under FY). That is still
several months away but I am bringing this up now for the Council to consider other
potential uses with the City savings. One of those uses could involve establishing a
Permanent Fund. Many boroughs and communities in Alaska have one, and some starting
with a relatively minor amount of seed funding ($500,000). SWAMC just established
one, and Adak is considering an ordinance to do the same. Our finance code already
contains an ordinance to establish a Permanent Fund Reserve Account so we would not
have to tinker with that. We certainly would want to consider liquidity (would we need
the cash?) and also risk, but I think it is worth a discussion, especially if we could earn
several more percentage points in interest. (Alaska Permanent Capital Management
projects 4% return, see their slide under FY1). To recap:
0 Our AMLIP account with KeyBank right now stands at nearly $1.9M and earns
us under $400 in monthly interest at 0.28%.
o Comparatively, our $600,000 in CDs at AlaskaUSA gains about $450 monthly in
total at 0.90%.
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June 2016 Public Works Report

Shop

« Fixed grove crane motor for the harbor

« Changed tires on roller

« Welded up roller

- Change the ignition coil harness on landfill explorer

Grade roads

Hauled engines to old rock quarry

Fixed track on landfill excavator

Replaced hub assembly on 08 chevy
Replaced heater core on recycling center truck
Fuel buildings

Hauled dirt for water and sewer

» Sweep roads

* Assisted in tying up ferry

« Assisted in working coastal freight boats

Landfill

e Clean up around dumpsters
e Work and maintenance on excagyator

Recycling

e Recycling center is running fine
¢ Replaced belts and ordered bearings



June 2015 W&S Report

Fixed:

» Jetted Kelly Avenue sewer plant drain to sludge pond and drained both tanks for first
time in two years. Back to monthly schedule!

e Cleaned strainer on effluent relief valve that reacts to pressure variations on the pipe
going to water storage tanks from the water plant. Relief valve stopped opening at odd
times and is functioning normally again.

e Replaced 4-function valve on chlorine pump, ran new line to chlorine injection point and
replaced top half of chlorine injection quill. Stopped nuisance chlorine leaks.

e Helped Jeremy replace missing hose bibs on one of the floats. The Dominator pulled
them off while leaving the harbor.

e Installed new larger conduit from Trident L/S to control panel. This will allow us to
install the rebuilt pump in the lift station in early July.

e Replaced missing nuts and bolts on the floating dock in the intake Reservoir.

Fixed with help:

e Steven Evavold, our Remote Maintenance Worker, showed Allen Young and the
ANTHC Sanitarians how to clean and calibrate the 5 turbidimeters at the water plant.

e Steven Evavold worked with Allen Young to replace the influent water turbidimeter with
one we had sent out last year to be rebuilt by Hach. The influent turbidimeter lost power
while Steven was here.

e Martin Wortman from ANTHC figured out how to replace the zone valve controller for
the water plant office heat. He also asked us to reprogram the boiler temperatures to 140
degrees. The thermostat would only drop to 180 degrees. | turned the water temperature
on the water heater down to 85 degrees from 120 degrees. We are maintaining an
impressive drop in fuel oil consumption. We’ll know more when it gets cold again.

ANTHC Sanitarians were out and reviewed our water and sewer systems looking for problems to
put in their report. We enjoyed working with them and supplying them with information on
problems.

Worked with the school superintendent to begin lead testing at the school. He wants to make
sure new sinks in the kitchen are not a problem and is committed to replacing other fixtures as
needed. We turned in 5 samples including one from a water fountain in the high school wing.
Also gave Donnie Eubank a Hach lead test sample kit so he can take tests at other AEB schools,
as well.

Received an Engineering Report from CRW. We have been too busy to review it yet.

Completed the Consumer Confidence Report for 2015 on time. Thanks Shannon and Kurtis for
turning in the Certificate to ADEC on time!






HEARINGS, ORDINANCES
AND RESOLUTIONS







































































































































Light Duty Pre Sale Sheet

Once a vehicle is in CAS status and has been decommissioned, Please complete this form and e-mail it along with
pictures of the vehicle to the Surplus Sale Coordinator alberta.breshears@alaska.gov

Asset Selling Location
Contact Name

Phone

E-mail

Asset ID #

Attachment ID # (list all)
Year, Make,Model
Serial or VIN Number

Mileage or Hours

Engine size
Fuel Type
Transmission Automatic Manual
Drive Train Front Wheel Drive Rear Wheel Drive or Two Wheel Drive
All Wheel Drive Four Wheel Drive
Options (select all that apply) Power Windows Power Door Locks

Air Conditioning Tilt Wheel
Cruise Control 3rd Row Seating
Rear Heat Auto Start System
Running Boards Canopy
AM/FM Stereo R AM/FM Stereo with CD
Other

Other options or items
included with vehicle (light
bar, partitions, winch, etc.)

Describe any known
problems with this vehicle.
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E.

ARTICLE lli
RIGHTS AND USES

AUTHORIZED USES

1. The Lessor authorizes the Lessee to use the Premises for the following
uses only:

Maintenance and operation of Tenant owned sand and cold storage
building and vehicle parking.

RESERVED RIGHTS OF LESSOR

1. The Lessor reserves the right to grant to others any rights and privileges
not specifically granted to the Lessee. The rights and privileges granted to the
Lessee in this Lease are the only rights and privileges granted to the Lessee by
this Lease.

2. The Lessor reserves the right to make grants to third parties or reserve to
the Lessor easements or rights of way through, on, or above the Premises. The
Lessor will not grant or reserve any easement or right of way that unreasonably
interferes with the Lessee’s authorized uses of the Premises.

3. The Lessor reserves the right of ingress to and egress from the Premises
and the right to enter any part of the Premises, including buildings, for the
purpose of inspection or environmental testing at any time. Except in the case of
an emergency, all inspections and environmental testing will be coordinated with
the Lessee to minimize interference with the Lessee’'s authorized uses of the
Premises.

4. There is hereby reserved to the Lessor, its successors and assigns, for
the use and benefit of the public, a right of flight for the passage of aircraft in the
airspace above the surface of the Premises. This public right of flight will include
the right to cause in the airspace any noise inherent in the operation of any
aircraft used for navigation or flight through the airspace or landing at, taking off
from, or operation on the Airport.

PROHIBITED USES

Unless specifically authorized by this Lease the following uses of the Premises are
prohibited:

1. Any use of the Premises other than those authorized in this Lease unless
specifically authorized in writing by Lessor.
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2, The establishment or maintenance of any kind of living quarters or
residence on the Premises.

3 The outside storage on the Premises of junk, salvage aircraft or vehicle
parts, non-operational support equipment, unused or damaged equipment or
material, or solid waste or debris.

4, The disposal on the Airport of waste materials generated by the Lessee,
including Hazardous Substance, slash, overburden and construction waste.

o The stripping, wasting, or removing any material from the Premises
without the prior written approval of the Lessor.

6. Erecting structures or allowing growth of natural objects that would
constitute an obstruction to air navigation, or allowing any activity on the
Premises that would interfere with or be a hazard to the flight of aircraft, or
interfere with air navigation or communication facilities, serving the Airport.

7. Installation of a groundwater well and digging, penetration, removal or
exposure of subsurface, unless approved, in accordance with the Conditional
Closure Institutional Controls status by ADEC.

ARTICLE IV
TERM AND HOLDOVER

A. TERM

The term of this Lease is five (5) year(s), beginning April 1, 2011 and ending March 31,
2016. All rights and liabilities under this Lease become effective on the date this Lease
is executed. The Lessor reserves the right to reduce the term of this lease upon written
notice to Lessee pursuant to Article X. A.

B. HOLDOVER

If the Lessee, with the written consent of the Lessor, holds over and remains in
possession of the Premises after the expiration, cancellation or termination of this
Lease, the holding over will not operate as an extension of the term of this Lease, but
only creates a month to month tenancy, regardless of any rent payments accepted by
the Lessor. The Lessee's obligations for performance under this Lease will continue
during the month-to-month tenancy. The Lessor or Lessee may terminate the Lessee’s
holdover with thirty (30) days' advance written notice.

Sand Point Airport Lease ADA-08760
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ARTICLE V
RENTS AND FEES

A. RENT

1. The rent for the Premises is $550.00 per year, the minimum fee, payable
annually in advance of the first day of each year of the term of this Lease as
specified in Article IV (Term). Any additional fees are specified elsewhere in this
Lease. All payments required by this Lease must be made in U.S. dollars.

2. Checks, bank drafts, or postal money orders are to be made payable to
the State of Alaska and delivered to Finance Office, Revenue Section,
Department of Transportation and Public Facilities, P.O. Box 196900,
Anchorage, AK 99519-6900, or any other address the Lessor may designate in
writing.

3. Beginning the day payment is due, all unpaid rents, charges, and fees
required under this Lease will accrue interest at the rate of 10.5% per annum.
Interest on disputed amounts will not be charged to the Lessee if the dispute is
resolved in the Lessee’s favor.

4. In addition to the interest, the Lessor will charge an administrative fee of
$50.00 each time the Lessor issues a late notice to the Lessee for failure to pay
when due a payment of rent, by the date required in the Lease.

5. Lessee acknowledges that Lessor’s billing statements are provided only
as a courtesy. The Lessee is obligated to pay all rents and fees when due, with
or without a billing statement.

6. Any rent, charge, fee, or other consideration which is due and unpaid at
the expiration, termination, or cancellation of this Lease will be a lien against the
Lessee’s property, real or personal.

T The Lessee will pay all reasonable actual expenses, costs, and attorney
fees Lessor may incur, with or without formal action, to enforce, defend, or
protect this Lease or Lessor's rights under this Lease, including any expense
incurred with respect to environmental compliance, bankruptcy or any proceeding
that involves the Lessee, the Lease, the Premises, improvements or personal
property on the Premises. The Lessee will make payment within 30 days of the
date of each notice from Lessor of any amounts payable under this provision.

Sand Point Airport Lease ADA-08760
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B. RENT ADJUSTMENT

1. During the first year of the term of this Lease, the Lessor may not change the
rent payable under this Lease. At any time after the end of the first year of the
Lease term, the Lessor may, in its sole discretion, increase or decrease the rent
provided that the Lessor may not change the rent more than once in any 12-
month period. Any change is effective 30 days after the date of the Lessor's
notice of rent adjustment. If the Lessee believes that the changed rent exceeds
the fair market rent for the Premises, the Lessee may protest to the Lessor
according to 17 AAC 45.297.

2. The Lessee must pay the changed rent beginning on the effective date
stated in the Lessor's rent adjustment notice and continue paying the adjusted
rent throughout the protest process.

3. The Lessor has no obligation to appraise the Premises under any
circumstances.

4. A rent adjustment under this section will not be applied for the first ten (10)
years of the term of this lease if the rate was established by competitive award.
Beginning with the eleventh (11) year of the lease term, the Lessor will charge
and the Lessee will pay the rate then applicable under 17 AAC 45.127.

b A rent adjustment under this section will not be applied to this Lease if the
adjustment would result in a reduction of the fee or rent to below the rate
established by competitive award.

ARTICLE VI
MAINTENANCE, UTILITIES & SNOW REMOVAL

A. MAINTENANCE

1. Lessee will keep the Premises and all improvements neat and
presentable.

2. All structures on the Premises must be painted, finished, or covered with a
permanent exterior surface and be maintained in good condition by the Lessee.

3. At no cost to the Lessor, the Lessee will provide for all maintenance and
services at the Premises necessary to facilitate the Lessee's use of the
Premises.

Sand Point Airport Lease ADA-08760
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4. The Lessee further agrees to comply with all reasonable decisions and
directions of the Lessor's Airport management personnel regarding maintenance
and general use of the Airport by the Lessee.

B. UTILITIES

At no cost to the Lessor, the Lessee will provide for all utilities at the Premises
necessary to facilitate the Lessee's use at the Premises.

C. SNOW REMOVAL

1. At no cost to the Lessor, the Lessee will be responsible for plowing,
removing and disposing of snow from the Premises to a Lessor-approved
location, or providing suitable storage within the boundaries of the Premises in
accordance with all applicable federal and state laws.

2. Lessee agrees to coordinate its snow removal activities on the Airport
with the Lessor's Airport personnel.

5 Lessee agrees to not allow an accumulation of snow on the Premises
that would cause interference with adjoining leaseholders or other users of the
Airport.

ARTICLE VII
OWNERSHIP AND DISPOSITION OF IMPROVEMENTS

A. OWNERSHIP OF PERMANENT IMPROVEMENTS

Permanent improvements on the Premises, excluding fill material, gravel, and paving,
constructed, placed, or purchased by the Lessee remain the Lessee’s property during
the term of this Lease, any extension, and any period of holdover under this Lease.

B. DISPOSITION OF FILL MATERIAL, GRAVEL, AND PAVEMENT

The Lessee acknowledges that the removal from the Premises of fill material, gravel, or
pavement can damage the Premises, adversely affect surface water drainage patterns,
and destabilize adjacent structures. When placed on the Premises by the Lessee, fill
material, gravel, and pavement, including building pads, parking areas, driveways, and
similar structures:

1. become a part of the realty and the property of the state;
Sand Point Airport Lease ADA-08760
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2. must be maintained by the Lessee throughout the term of this Lease,
including any extensions and periods of holdover; and

3. may not be removed from the Premises by the Lessee without the prior
written approval of the Lessor.

C. DISPOSITION OF PERSONAL PROPERTY AND PERMANENT
IMPROVEMENTS OTHER THAN FILL MATERIAL, GRAVEL, AND PAVEMENT

1. Unless the Lessor otherwise directs under Paragraphs 1.a. or 5 of this
section, when this Lease expires, terminates, or is cancelled and is neither
extended nor followed by a successive lease to the same Lessee, the Lessee
may do one or more of the following:

a. by express written direction of Lessor, leave Permanent
Improvements where-is as-is.

b. remove Lessee-owned Permanent Improvements from the
Premises, remediate any Contamination for which the Lessee is
responsible, and restore the Premises to a clean and neat physical
condition acceptable to the Lessor within 60 days after the expiration,
cancellation, or termination date of this Lease;

C. sell Lessee-owned Permanent Improvements to the succeeding
lessee, remove all personal property, remediate, consistent with applicable
law, any Contamination the Lessee caused, Materially Contributed To, or
assumed by reason of assignment and restore the Premises to a clean and
neat physical condition acceptable to the Lessor within 60 days after notice
from the Lessor that the Lessor has approved an application for a lease of
the Premises by another person or such longer period specified in the
notice, but in no event more than 180 days after the expiration, termination,
or cancellation date of this Lease; and/or

e, elect to have the Lessor sell Lessee-owned Permanent
Improvements at public auction under Paragraph 3 of this section.

2, If the Lessee elects to have the Lessor sell Lessee-owned Permanent
Improvements at public auction under Paragraph 3 of this section, the Lessee
will, within 30 days after the expiration, cancellation, or termination of this Lease:

a. submit to the Lessor a written request and authorization to sell the
Permanent Improvements by public auction;
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b. provide to the Lessor an executed conveyance document
transferring clear title to the Permanent Improvements to the successful
bidder at the public auction, along with authorization to the Lessor, as
agent for the Lessee for purposes of the sale only, to endorse the name of
the successful bidder on the conveyance document upon receipt of
payment of the successful bid price; and

e before the date of the public auction, remove all personal property
and leave the Premises in a neat and clean physical condition acceptable
to the Lessor.

3. When selling Lessee-owned Permanent Improvements at public auction
for the Lessee, the Lessor will establish the terms and conditions of the sale as
provided under 17 AAC 45.333. The Lessor will pay the Lessee any proceeds of
the sale of the Permanent Improvements, less the administrative costs of the
public auction and any financial obligation the Lessee owes to the Lessor under
this Lease. Payment will be made within a reasonable time after the Lessor
completes the sale transaction and receives the proceeds, but not to exceed
60 days. If all or a portion of the Permanent Improvements do not sell at public
auction, the Lessee will remove those Permanent Improvements and restore the
Premises to a clean and neat physical condition acceptable to the Lessor within
60 days after the auction.

4, If the Lessee shows good cause to the Lessor and if it is not inconsistent
with the best interest of the state, the Lessor will grant an extension of time that
is sufficient to allow the Lessee to remove or sell Lessee-owned Permanent
Improvements or to restore the Premises under this section.

5. The Lessor will, by written notice, direct the Lessee to remove Lessee-
owned Permanent Improvements from the Premises, to remediate, consistent
with applicable law, any Contamination that the Lessee caused, Materially
Contributed To, or assumed by reason of assignment, and to restore the
Premises to a clean and neat physical condition acceptable to the Lessor if the
Lessor determines that:

a. the Permanent Improvements are not consistent with
(1) the applicable provisions of 17 AAC 45 and of any other
statute or regulation, including any relating to noise or airport land

use; or

(2)  any written airport program or plan required for compliance
with applicable federal or state law;

Sand Point Airport Lease ADA-08760
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b. the continuation of the Permanent Improvements on the Premises
is not in the best interest of the state; or

é. the Lessor makes a written finding that the Permanent
Improvements present a hazard to public health or safety.

6. The Lessee will comply with the Lessor's direction issued under
Paragraph 5 of this section within 60 days after issuance of the direction and at
no cost to the Lessor. If the Lessee shows good cause to the Lessor and if it is
not inconsistent with the best interest of the State, the Lessor will allow in writing
a longer period that is sufficient to allow the Lessee to comply with the Lessor’s
direction. If the Lessee fails to comply with a direction issued by the Lessor
under Paragraph 5 of this section, the Lessee will, within 30 days of being billed
by the Lessor, reimburse the Lessor for any costs reasonably incurred by the
Lessor, including legal fees and administrative costs, to enforce the Lessor's
direction or to

a. remove and dispose of unremoved Lessee-owned Permanent
Improvements;
b. remediate, consistent with applicable law, any Contamination the

Lessee caused, Materially Contributed To, or assumed by reason of
assignment; and

C. restore the Premises.

[ If the Lessee does not timely remove or sell the Lessee-owned Permanent
Improvements on the Premises in accordance with the reqwrements of this
section, any remaining Permanent Improvements and any remaining personal
property of the Lessee will be considered permanently abandoned and title will
automatically vest in Lessor unless the Premises is contaminated or rejected by
the Lessor by a written notice to the Lessee or the automatic vesting would
violate a statute or regulation. The Lessor may sell, lease, demolish, dispose of,
remove, or retain the abandoned property for Airport use as the Lessor
determines is in the best interest of the state. The Lessee will, within 30 days
after being billed by the Lessor, reimburse the Lessor for any costs reasonably
incurred by the Lessor, including legal fees and administrative costs, to demolish,
remove, dispose, clear title to, or sell the abandoned property and to remediate,
consistent with applicable law, any Contamination the Lessee caused, Materially
Contributed To, or assumed by reason of assignment and restore the Premises.

8. After the expiration, termination, or cancellation of this Lease, the
Lessee remains responsible to pay rent to the Lessor and to abide by all other
Lease obligations, including maintenance of the Premises and provision to the
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Lessor of evidence of insurance coverage, if required, for the Lessee’s activities
and operations on the Airport, through the date on which the Lessee relinquishes
possession of and completely vacates the Premises. The Lessee will not be
considered to have relinquished possession and completely vacated the
Premises until

a. the Lessee has

(1)  remediated, consistent with applicable law, any
Contamination the Lessee caused, Materially Contributed To, or
assumed under an assignment;

(2) restored the Premises to a clean and neat physical condition
acceptable to the Lessor; and

b. either

(1 all of the Lessee’'s Permanent Improvements and personal
property on the Premises have been removed or sold to a
succeeding lessee under the provisions of this section; or

(2) title to the Lessee's Permanent Improvements and personal
property that remain on the Premises has vested in the Lessor.

ARTICLE VIiI
ENVIRONMENTAL PROVISIONS

A HAZARDOUS SUBSTANCE

1. If Hazardous Substances are handled on the Premises, the Lessee
agrees to have properly trained personnel and adequate procedures for safely
storing, dispensing, and otherwise handling Hazardous Substances in
accordance with all applicable federal, state, and local laws.

2 Lessee will promptly give the Lessor notice of proceedings to abate or
settle matters relating to the presence or release of a Hazardous Substance on
the Premises or from the Lessee's operations on the Airport. The Lessee will
allow the ADEC and Lessor to participate in such proceedings or discussions.
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B. ENVIRONMENTAL LIABILITY BASELINE

The Lessee has the sole responsibility under this Lease to ascertain the environmental
condition and presence of Hazardous Substance existing in, on, and under the surface
of the Premises, and is conclusively presumed to have caused or Materially Contributed
To any Contamination of or originating on the Premises except as identified in an
Environmental Liability Baseline accepted by the Lessor.

1. Lessee and Lessor acknowledge the Site Characterization report by
Shannon & Wilson, Inc. dated June 2006 in Exhibit B. Lessee and Lessor also
acknowledge the findings may or may not have materially changed since Lessee
took occupancy of the Premises under ADA-08257.

2. Lessee is authorized, upon written approval from Lessor, to perform an
Environmental Assessment to determine if any Contamination of the Premises
exists.  The Environmental Assessment will be performed according to
acceptable industry procedures.

3 If the Lessee caused or Materially Contributed To the presence or release
of a Hazardous Substance in, on or under the surface of the Premises, the
Lessee's Environmental Liability Baseline report must indicate the portion of the
Contamination not attributed to the Lessee or its operations. If Lessee discovers
Contamination in, on, or under the surface of the Premises the Lessee must
prove by clear and convincing evidence to the satisfaction of the Lessor that the
Contamination was not caused or Materially Contributed To by the Lessee or
Lessee's operations nor assumed by the Lessee by reason of assignment.

4. When the Lessor receives the Lessee's Environmental Assessment to
establish the Environmental Liability Baseline, the Lessor, in its sole discretion,
will do one of the following:

a. accept the findings of the Lessee's Environmental Assessment as
the Environmental Liability Baseline for that portion of the Premises being
assessed; or

b. require the Lessee to perform additional environmental testing(s) if
the Lessor determines in writing that the findings of the Environmental
Assessment are inadequate to develop an Environmental Liability
Baseline for that portion of the Premises being assessed. The Lessor's
written rejection of the Lessee's submittal(s) will be based on generally
accepted professional practices necessary to determine the environmental
condition and presence of any Hazardous Substance in, on, or under the
surface of the Premises or failure to demonstrate the portion of the
Contamination not attributed to the Lessee or its operations.
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C. SUPPLEMENTS TO THE ENVIRONMENTAL LIABILITY BASELINE

If, after an Environmental Liability Baseline is established for any portion of the
Premises, the Lessee discovers additional Contamination or the presence of any
Hazardous Substance in, on, or under the surface of that portion of the Premises having
an Environmental Liability Baseline that has not, by clear and convincing evidence to
the satisfaction to the Lessor, been caused by the Lessee or its operations, the Lessee
may, at its own cost, submit an Environmental Assessment reflecting this to the Lessor
for the Lessor's consideration to add to the Environmental Liability Baseline. The
Lessee's Environmental Assessment must prove by clear and convincing evidence, to
the satisfaction of the Lessor that the additional Contamination or presence of any
Hazardous Substance on the Premises was not caused or Materially Contributed To by
the Lessee or its operations or activities nor assumed by the Lessee by reason of
assignment.

1. If the Lessee Materially Contributed To the presence or release of any
Hazardous Substance on the Premises, the Lessee's Environmental Assessment
must indicate the portion of the Contamination not attributed to the Lessee.

2. The Environmental Liability Baseline may only be amended to include that
portion of Contamination not attributed to the Lessee or its operations.

3. When the Lessor receives the Lessee's Environmental Assessment to add
to the Environmental Liability Baseline, the Lessor, in its sole discretion, will do
one of the following:

a. accept the findings of the Lessee's Environmental Assessment to
add to the Environmental Liability Baseline; or

b. require the Lessee to perform additional environmental testing(s) if
the Lessor determines in writing that the findings of the Environmental
Assessment are inadequate to determine if additional Contamination or
the presence of any Hazardous Substance should be added to the
Environmental Liability Baseline. The Lessor's written rejection of the
Lessee's submittal(s) will be based on generally accepted professional
practices necessary to determine the environmental condition and
presence of any Hazardous Substance in, on, or under the surface of the
Premises or failure to demonstrate the portion of the Contamination not
attributed to the Lessee or its operations.
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4. If, after the Environmental Liability Baseline for any portion of the
Premises is established, it is discovered that the presence of a Hazardous
Substance identified in the Environmental Liability Baseline was caused or
Materially Contributed To by the Lessee or its operations, the Environmental
Liability Baseline may be amended to delete that portion of the Contamination
that is attributed to the Lessee or its operations. The Lessor will have the burden
of proof in establishing that the Lessee caused or Materially Contributed To this
Contamination.

B, If Contamination not attributed to the Lessee is discovered, or if it is
discovered that the Contamination identified in the Environmental Liability
Baseline is attributed to the Lessee, the parties agree to negotiate a supplement
to the Environmental Liability Baseline.

D. ENVIRONMENTAL INDEMNIFICATION

1. If Contamination of the Premises or other properties by a Hazardous
Substance occurs from the Lessee's operations on the Premises that is not in
Lessee's Environmental Baseline, the Lessee will indemnify, defend, and hold
the Lessor harmless from any and all claims, judgments, damages, penalties,
fines, costs, liabilities, or losses, including, but not limited to, sums paid in
settlement of claims, attorney's fees, consultant fees, and expert fees, which
arise during or after the term of this Lease as a result of such Contamination.
This indemnification of the Lessor by the Lessee includes, but is not limited to,
costs incurred in connection with any investigation of site conditions or any
cleanup, remediation, removal, or restorative work required by any federal, state,
or local governmental agency because of a Hazardous Substance being present
in the soil or groundwater on or under the Premises or other properties affected
by the Contamination.

2 If the Lessee discovers Contamination or the presence of a Hazardous
Substance in, on, or under the surface of the Premises, including but not limited
to, substances in quantities greater than that reported in Exhibit B or substances
not identified in Exhibit B, the Lessee must prove by clear and convincing
evidence, to the satisfaction of the Lessor, that the Contamination or presence of
the Hazardous Substance was not caused, or Materially Contributed To, by the
Lessee or its operations.
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