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SUPERIOR COURT OF WASHINGTON
IN AND FOR SPOKANE COUNTY

RESPONSIBLE GROWTH *NE WASHINGTON;
CITIZENS AGAINST NEWPORT SILICON

SMELTER; THEODORE & PHYLLIS KARDOS; No. 18202551-1
DENISE D. TEEPLES; GRETCHEN L. KOENIG;
SHERYL L. MILLER; JAMES W. & ROSEMARY DECLARATION OF F. COLIN

CHANDLER; and PAMELA BYERS LUBY, WILLENBROCK IN SUPPORT
OF DISTRICT’S MOTION FOR
Petitioners-Plaintiffs, SUMMARY JUDGMENT
V.

PEND OREILLE PUBLIC UTILITY DISTRICT
NO. 1; PEND OREILLE COUNTY; and HITEST
SAND, INC.,

Respondents-Defendants.

I, F. Colin Willenbrock, declare as follows:

IL I am the General Manager of Public Utility District No. 1 of Pend Oreille
County (the “District”). I have been in this position since 2015. Prior to holding this position,
T was the District’s General Counsel and Assistant General Manager. My testimony is based on
my personal knowledge, and [ am competent to testify.

o The District is a non-profit municipal corporation organized under RCW Title
54. The District’s service boundary is limited to Pend Oreille County, which is one of the most
economically depressed counties in the State of Washington.
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3. The District is governed by a three-member board of commissioners (“Board”).
As General Manager, I attend all Board meetings unless I am otherwise unavailable.

4. I am familiar with and have access to the District’s records relevant to this case.

5. In or around 1996, the District purchased three parcels of land within the
District’s boundary, Parcel Nos. 17036, 19183 and 19193 (the “District Properties”). The
District Properties were purchased for a planned turbine electricity plant, but plans for the
turbine plant were scuttled, and the property was thereafter managed for timber.

6. In February 2016, at the Commission’s direction, the District undertook an
evaluation of its holdings to identify real property that was no longer needed or useful to the
District.

7. The District’s Board declared the District Properties as surplus to the District’s
needs at a public meeting on March 15, 2016. A true and correct copy of the minutes of the
March 15, 2016 Board meeting is attached as Exhibit A.

8. The District advertised the District Properties for sale on August 31, 2016, and
September 7, 2016, but did not receive any offers to purchase them. A true and correct copy of
the District’s public notice of sale for the District Properties and affidavit of publication is
attached as Exhibit B.

9. On April 18, 2017, the District received an inquiry and request for electric
service from HiTest Sand Inc. (“HiTest”). A true and correct copy of HiTest’s letter request is
attached as Exhibit C.

10. By letter, HiTest also expressed interest in purchasing the District Properties,
together with an adjacent fourth parcel that was owned by Pend Oreille County (“Parcel No.
19182™).

11.  The District sought to acquire Parcel No. 19182 from Pend Oreille County to

reserve an express easement on that property.
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12.  The County authorized the sale of its property to the District, at the tax assessed
value, on June 20, 2017. A true and correct copy of the County’s Resolution No. 2017-22
authorizing this sale is attached as Exhibit D.

13. In the meantime, the District signed a tentative Letter of Intent and received
earnest money for the properties from HiTest on April 25, 2017. A true and correct copy of the
Letter of Intent is attached as Exhibit E.

14. The District signed a revised Letter of Intent on June 13, 2017. A true and
correct copy of the revised Letter of Intent is attached as Exhibit F. The District sent a draft
Purchase Agreement to HiTest on June 16, 2017. A true and correct copy of the draft Purchase
Agreement is attached as Exhibit G.

15.  Parcel No. 19182, once subject to the easement, was no longer necessary or
useful in the District’s operations.

16. I attended the Board’s regularly scheduled meeting on August 1, 2017. During
the regularly scheduled meeting of the District’s Board of Commissioners, held August 1,
2017, the attending public was given the opportunity to be heard on the matter of the sale of the
District Properties and Parcel No. 19182 to HiTest. A true and correct copy of the minutes of
this meeting is attached as Exhibit H.

17. After extensive discussion, the District’s Board of Commissioners determined
that Parcel No. 19182, once subject to the easement, was unfit for and no longer necessary or
useful in system operations, such that it should be sold for its fair market value. The District
Properties had previously been declared surplus.

18.  The Commission unanimously adopted Resolution No. 1399, expressing its
intent to sell the four-parcel package (Parcel Nos. 17036, 19183, 19193, and 19182) to HiTest

following final appraisal and due diligence. A true and correct copy of Resolution No. 1399 is

attached as Exhibit I.
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19.  The District purchased and received title to the Parcel No. 19182 by a tax title
property deed recorded August 2, 2017. A true and correct copy of this deed is attached as
Exhibit J.

20.  The District contracted with Valbridge Property Advisors to render an
independent appraisal of the fair market value of the District Properties and Parcel No. 19182.
Valbridge Property Advisors appraised the four-parcel package at $250,000. A true and correct
copy of relevant portions of the appraisal is attached as Exhibit K.

21.  The District and HiTest executed a Real Estate Purchase and Sale Agreement for
the four properties on August 21, 2017, for a total purchase price of $300,000 ($50,000 more
than the appraised value). A true and correct copy of this agreement is attached as Exhibit L.

22.  The District executed and recorded a Special Warranty Deed for the sale of the
four properties to HiTest on September 18, 2017. A true and correct copy of the Special
Warranty Deed is attached as Exhibit M.

23.  The District subsequently recorded a corrected Special Warranty Deed for the
sale of the four properties to HiTest on May 14, 2018, correcting the express easement
reservation. A true and correct copy of this deed is attached as Exhibit N,

24.  The District announced its sale of the properties to HiTest in a press release
dated September 19, 2017. A true and correct copy of this press release is attached as Exhibit
0.

25.  Inearly October 2017, HiTest began the application process for the permits
necessary to build its production facility. Like the sale, this was announced in a press release.
A true and correct copy of this press release is attached as Exhibit P.

26.  In mid-December 2017, HiTest submitted a formal request for power service to
the PUD. A true and correct copy of the request for service is attached as Exhibit Q. This was
also announced in a press release from the PUD, a true and correct copy of which is attached as

Exhibit R. In that announcement, the PUD provided the public with details of the financial
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investment HiTest was making so that the PUD could conduct the studies and engineering work
necessary for power delivery at the proposed facility.

27.  On May 15, 2018, the District’s Board of Commissioners unanimously adopted
Resolution 1411, A true and correct copy of Resolution No. 1411 is attached as Exhibit S.

28.  Resolution 1411 affirmed and ratified the District’s purchase of Parcel No.
19182, the determination that Parcel No. 19182 was surplus to the District’s needs after
reserving an express utility easement, and the sale of Parcel No. 19182, along with the District
Properties, to HiTest.

I certify under penalty of perjury under the laws of the State of Washington that the
foregoing is true and correct.

DATED this &8 __ day of September, 2018.

F. COTIN WILLENBROCK
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I certify under penalty of perjury under the laws of the State of Washington that on the

19t day of October, 2018, I caused the foregoing document to be served on the parties as
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indicated below.

Richard K. Eichstaedt

University Legal Assistance

721 N. Cincinnati St.

PO Box 3528

Spokane, WA 99220-3528
eichstaedt@gonzaga.edu
yount@gonzaga.edu
mmurdock@lawschool.gonzaga.edu
abelld@lawschool.gonzaga.edu
(Attorneys for Petitioner-Plaintiffs
Responsible Growth *Ne Washington and
Theodore & Phyllis Kardos)

[ ] Via Facsimile

[ ] Via Legal Messenger

[X] Via E-mail

[ ] Via U.S. Mail, postage prepaid

Dylan A. Eaton

Norman M. Semanko

Parsons Behle & Latimer

800 West Main St., Suite 1300

Boise, ID 83702
deaton(@parsonsbehle.com
nsemanko(@parsonsbehle.com

(Attorneys for Petitioners-Plaintiffs Citizens
Against Newport Silicon Smelter, Denise D.
Teeples, Gretchen L. Koenig, Sheryl L.
Miller, James W. and Rosemary Chandler,
and Pamela Byers Luby)

[ ] Via Facsimile

[ ] Via Legal Messenger

[X] Via E-mail

[ ] Via U.S. Mail, postage prepaid

Nathan G. Smith

Brian E. Kistler

Kutak Rock, LLP

510 W. Riverside, Ste. 800

Spokane, WA 99201
Brian.Kistler@KutakRock.com
Nathan.Smith@KutakRock.com
Colleen.Sebo@KutakRock.com

(Attorneys for Respondent-Defendant Pend
Oreille County)

[ ] Via Facsimile

[ ] Via Legal Messenger

[X] Via E-mail

[ ] Via U.S. Mail, postage prepaid
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Joseph A. Rehberger

Stephen J. Tan

Cascadia Law Group PLLC

606 Columbia St. NW, Suite 212
Olympia, WA 98501
jrehberger@cascadialaw.com
stan@cascadialaw.com
enickelson(@cascadialaw.com

Peter Witherspoon

James A. McPhee

Witherspoon Brajcich McPhee, PLLC
601 W. Main Avenue, Suite 714
Spokane, Washington 99201
pwitherspoon@workwith.com
imephee@workwith.com
dwillman@workwith.com
relavton@workwith.com

(Attorneys for Respondent-Defendant HiTest

Sand, Inc.)

[ ] Via Facsimile

[ ] Via Legal Messenger

[X] Via E-mail

[ ] Via U.S. Malil, postage prepaid
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Pamela S. Miller
Legal Assistant

FOSTER PEPPER PLLC
618 W. RIVERSIDE, SUITE 300

SPOKANE, WASHINGTON 99201-5102
PHONE (509) 777-1600 FAX (509) 777-1616
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Minutes of
PUBLIC UTILITY DISTRICT NO. 1 OF PEND OREILLE COUNTY
March 15, 2016 R
NEWPORT CONFERENCE ROOM, NEWPORT, WA

Present: Richard A. Larson, President
Daniel L. Peterson, Vice President
Curtis J. Knapp, Secretary

Staff Present: Colin Willenbrock, General Manager
Management/District Staff
Karen Willrer, Clerk of the Board

Others: Matt Andersen, Winston & Cashatt Lawyers, via teleconference
Steve Kiss, Member of the Public
Geoffrey Thompson, Member of the Public

The meeting was called to order at 8:04 a.m. by Richard A. Larson, President.
CONSENT AGENDA:
The minutes from the March 1, 2016 meeting and today’s revised agenda were reviewed.

Vouchers audited certified by the auditing officer as required by RCW 42.24.080, and
those expense reimbursement claims certified by RCW 42.24.090, have been recorded on
a listing, which has been made available to the Board. As of this date, March 15, 2016,
the Board, upon motion by Commissioner Knapp and seconded by Commissioner
Peterson approved the following:

e The minutes of March 1, 2016 meeting and the revised agenda for March
15, 2016.

e Payment of those vouchers, included in the list referred to above and
further described as follows: Voucher Nos. 92635 through 92744 in the
total amount of $463,407.28; Wire Transfer Nos. 1328 through 1332 in the
total amount of $140,438.48; and ACH payroll transactions in the total
amount of $221,265.98 for the payroll ending February 29, 2016.

e Reserve for Bad Debt in the total amount of $5,430.44; Electric System
total is $5,189.36 and the Metaline Falls Water System total is $241.08.

EXECUTIVE SESSION — PENDING AND/OR POTENTIAL LITIGATION:

A 40-minute attomey/client privileged executive session on pending and/or potential
litigation commenced at 8:05 a.m. The following were in attendance: Board of
Commissioners; Colin Willenbrock, General Manager; and Matt Andersen, Winston &
Cashatt Lawyers, via teleconference. The executive session adjourned at 8:45 a.m. and
the Board returned to open session. There was no final action taken.

BOARD WORKSHOP:

Bryant Kramer, District Senior System Operator, appeared before the Board with an
education tuition reimbursement request. He explained the program details. Discussion
was held. A motion was made by Commissioner Peterson and seconded by

Commissioner Knapp to approve the employee education tuition reimbursement. The

motion passed unanimoustly.

Discussion was held regarding a Cowlitz PUD draft resolution for Initiative 732.

COMMISSION REPORT:

Commissioners Knapp and Peterson attended a Northwest Open Access Network Board
Meeting on March 9 in Spokane. They provided an overview of the meeting.



Commissioner Peterson attended a Colville National Forest Plan Revision public meeting
on March 8 in Jone and provided an overview. He attended a Northwest Public Power
Association NWPPA) Government Relations Committee meeting on March 10 in Coeur
d’Alene.

Commissioner Larson attended a North Pend Oreille County Chamber meeting on March
10 in Ione and provided an overview. Discussion was held.

COMMISSION BUSINESS:

Discussion was held regarding Board attendance to the NWPPA Annual Conference.

s Cusick’s Annual Easter Egg Hunt Funding Request. There was no action taken
due to a lack of a motion.

e Northwest Public Power Association Annual Conference Voting Delegate. A
motion was made by Commissioner Knapp and seconded by Commissioner

Larson to nominate Commissioner Peterson as the District’s voting delepate. The

motion passed unanimously.

Commissioner Peterson will attend a Washington Public Utility Districts Association
meeting on March 16 — 18 in Olympia. He will tentatively attend a Spokane River
Forum on March 23 - 24 in Coeur d’Alene.

Commissioner Larson will attend an Economic Development Council (EDC) meeting on
March 16 in Ione, a Forest Service recreation meeting on March 17 at Sullivan Lake, a

Mill Pond Dam meeting on March 23 at the Cutter Theatre, and another EDC meeting on
March 24 in Newport.

SAFETY FIRST:

Colin Willenbrock, District General Manager, provided background information on the
District’s membership with Energy Northwest and the safety audit.

Cecil Taylor, District Safety & Environmental Coordinator, provided an overview of
Energy Northwest’s safety audit of the District. Discussion was held.

CUSTOMER FIRST:

Discussion was held regarding a customer’s request to the District to do a collar
installation on their generator.

MANAGEMENT REPORT:

Colin Willenbrock. General Manager:

e He attended a Public Power Council meeting on March 3 in Portland..
e He attended a Manager’s meeting with Elliot Mainzer, Bonneville Power
Administration (BPA) Administrator, on March 2 in Portland and provided an

overview.
o He had a meeting with Chad Jensen, Inland Power & Light CEQ, on March 11 in

Spokane. Discussion was held.

Eileen Dugger, Contracts & Public Information Administrator:

She is working on the District’s 2015 Annual Report and the quarterly customer
newsletter which will be distributed in April.

She reported the District received four bid submittals for the architectural design of the
customer service and engineering areas. The bids were due today.
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She reported that information regarding a Foundation for Water and Energy Education
Hydropower and Science, Technology, Engineering, and Math Career Academy was sent
to all District employees and the local school districts. The event will be held on June 20
—24 at Rocky Reach Dam in Wenatchee. Discussion was held.

Kim Gentle, Director. Power & Risk Management:

She reminded staff that the District has three customers who generate into our system.
The third customer recently submitted the necessary paperwork that was needed to
participate.

She and Christy Parry, District Utility Data Analyst, attended 2 WSPP meeting on March
2 -4 in Banff, Canada and reported there was good conversation and information.
Discussion was held.

Sandra Pea. Compliance Manager:

She reported that the Federal Energy Regulatory Commission has granted an extension
for the effective date of the revised Critical Infrastructure Protection Reliability Standards

from April 1, 2016 to July 1, 2016.
Robert Fritz unit twork System Supervisor:

He reported fiber crews are doing installs and tarn ups. Staff is working on fiber quotes
and has three new fiber builds to do when the weather permits.

He reported staff is getting ready to do the wireless implementation in Metaline Falls and
Ione. They are working to secure easements and the project timeframe is this fall. They
are preparing to do switching on the Metaline Falls cell tower and will have a full crew

on site.
He reported maintenance on substations will be done in the next few weeks.

Discussion was held regarding an offer on the cell tower in Metaline Falls.

Cecil Taylor. Safety & Environmental Coordinator;

He provided a safety update and reported there were two recent incidents where a
member of the public backed their vehicle into a District vehicle and a member of the
public made a u-turn in front of a District employee causing the employee to run into that
person’s car.

He reported the District has an average 90% safety meeting attendance with a couple of
groups at 100%. He reported the safety meetings are going well and provided the safety
meeting topics for the month of April.

Chris Jones. Director. Distribution. Engineering & Operations:

He reported the line crews are doing franchise work on Highway 211 by Davis Lake,
building the underbuild on Deer Valley Road, and installing more underground on
Westside Calispell Road. Maintenance work is occurring for the Geographic Information
System mapping and crews are adding fuses and changing out poles in Metaline. The tree
trimming crews are working on danger tree removal.

He has been working on revising the budget.
He reported that crews are also working on a light emitting diode lighting retrofit project
for street lights and customer yard lights. This project is funded by BPA energy

conservation money.

He reported Shawn Ellsworth, District System Operator Trainee, has been training in
System Operations and should be ready in late fall.
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He reported line crews, tree trimming crews, and mechanics are now on a four day-10
hour a day work shift working 6:00 a.m. — 4:30 p.m.

April Owen. Director, Finance/Auditor:

She and staff are finishing work on the District’s audit and Olga Darlington, Moss Adams
Auditors, will provide a review to the Board and staff in April. A major focus is on the
Govemmental Accounting Standards Board Statement 68 which relates to the District’s
Public Employees’ Retirement System pension plan. Discussion was held.

She will attend a Public Generating Pool meeting on March 24 in Seattle.

She and staff are working on changes to the financial reporting system which will
improve the timeliness of the monthly financial report package. Discussion was held.

BREAK/BUSINESS FROM THE PUBLIC:

The meeting recessed for a 10-minute break. There was no business from the public.

MANAGEMENT REPORT (continued):
Meark Cleveland. Power Production Manager;

He reported that Autumn Rice, District Administrative Secretary/Customer Service
Representative, was selected to fill the Administrative Assistant, Regulatory Affairs job
position when Nancy Thompson retires from the District in June. Ms. Rice will start
transitioning into that job position tomorrow.

He reported north Pend Oreille County has received low level rain which has decreased
the low level snowpack causing the Calispell Creek flows to increase and the necessity to
lower the Pend Oreille River in the Ione area. Box Canyon Dam drawdown occurred

yesterday.

He will attend a meeting with the Army Corps of Engineers on March 21 at Box Canyon
Dam to discuss the Albeni Falls Dam operations.

He reported that an internal audit of the Supervisory Control and Data Acquisition
System will be done on March 21.

He provided an update on the status of turbine unit #1 and reported the turbine shaft and
control rod need to be repaired. A letter was sent to Andritz to fix the defective work.
Discussion was held.

Paul Boxleitner. Human Resources Manager:

He thanked Mr. Cleveland for his support in Ms. Rice’s job transition from the Box
Canyon office to the Newport office,

He reported that Lloyd Clark has been hired as the new Human Resources Manager and
will start at the District tomorrow. He will attend the staff meeting at Box Canyon on
Thursday as an introduction to the staff.

He reported the District will have one new summer student helper job opening at Box
Canyon this summer.

by Holderman, Treasurer/Customer Services Manager:
She has been working on the amended budget and gathering data related to 2015 storm

damage to submit to the Federal Emergency Management Agency. She reported that all
data related to fiber has been submitted, and electric damages should be submitted in the

next few weeks,
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arl u irector. Regulatory & Environmental irs:

He reported the hiring process for Ms. Thompson’s job was difficult as the District has
many talented employees who applied for the position.

He will attend a public meeting to discuss the Mill Pond Dam on March 23 at the Cutter
Theatre.

He and Scott Jungblom, District Resource Biologist, recently had an opportunity to see a
WHOOSHH Transport System for fish passage in Coeur d’Alene. This application may
have some potential in the future for the District. Mr. Jungblom explained how the
system works.

Mr. Cauchy reported the District will do its annual fish plant in late spring at Power Lake
and Campbell Pond.

He reported the District has received interest in the purchase of the Sullivan Powerhouse.

Tommy Petrie. Wildlife & Habitat Specialist:

He reported the District has an opportunity to partner with Gonzaga University students
in doing a wood duck reproduction. He provided an overview of the District’s wildlife
management areas and the process. Discussion was held.

Scott Jungblom. Resource Biologist:

He will be collecting fish on the Pend Oreille River to do a downstream fish study. He
explained there are changes on lessening restrictions for how the District can collect fish.
He will start collecting fish next week. Discussion was held.

PUBLIC HEARING — SURPLUS REAL PROPERTY DISTRICT LANDS:

Pursuant to notice given to the Newport Miner a public hearing to surplus real property
District lands commenced at 11:00 a.m. There were two members of the public in
attendance.

Mr. Cauchy gave a presentation on the District’s real property lands that the District is
proposing to surplus and sell. The properties are: Newport South; Calispell Lake East;
and these properties in the Sullivan Lake area: Harvey Creek, Mill Pond Flume, Sullivan
Creek Flume, and North Fork Sullivan Creek. He provided the locations and details of
each property. Discussion was held.

Commissioner Larson asked for public comments/questions. Public comments included
that these properties are valuable assets and provide county revenue now and in the
future.

The public hearing adjourned at 11:29 a.m.,

PUBLIC HEARING — 2016 BUDGET AMENDMENT:

Pursuant to notice given to the Newport Miner a public hearing to amend the 2016
Budget commenced at 11:30 a.m. There were no members of the public in attendance.

Ms. Holderman explained the District wants to be proactive in growing reserves. She
gave a presentation on cost reductions in labor due to attrition and on current projects.
She reported the District will go out for bond funding in October and the District will be
looking to increase the Box Canyon and Electric System reserves. She reported the
District is proposing a $62 million consolidated revised budget.

Commissioner Larson asked for comments/questions from District staff.

Comments/questions included information on the District’s bond agency.
The public hearing adjourned at 11:56 a.m.
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Declaration of Surplus Real Property — District Lands. Based on staff
recommendation, a motion was made by Commissioner Knapp and seconded by

Commissioner Peterson to declare various District lands as being no longer

nece. i r useful in the operations of the District and, therefo;
surplus to the needs of the District. The motion passed unanimously.

Resolution No. 1383 — 2016 Budget Amendment. A motion was made by
Commissioner Knapp and seconded by Commissioner Peterson to adopt the
resolution. The motion passed unanimously.

Bid Award — Box Canyon Upstream Fish Passage, Contract No. 16-002, Mr.
Willenbrock provided an explanation. Based on staff recommendation, a motion
was made by Commissioner Peterson and seconded by Commissioner Knapp to

award the bid to the low apparent bidder. J.W. Fowler Company in the total

amount of $36.327.912.00. The motion passed unanimously.

Damage Claim. Mr. Jones explained the details. Based on staff recommendation,
a motion was made by Commissioner Knapp and seconded by Commissioner

Peterson to pay the damage claim in the total amount of $220.58. The motion

passed unanimously.

Following a 60-minute working lunch, the meeting resumed.

There being no further discussion to come before the Board, the meeting adjourned at
2:00 p.m.

ATTEST:

Dlchoo Yo
President

0 5
&?%’ At et

General Cqunsel
Approved as to Form
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PUBLIC NOTICE
NOTICE OF SALE
SURPLUS REAL ESTATE PROP-
ERTIES FOR SALE
PUBLIC UTILITY DISTRICT NO. 1
OF PEND OREILLE COUNTY
Public Utility Dlstrict No. 1 of Pend
Orelile County {District} hasdeclared
the following real estate properties
as no longer necessary, material
to, or usetul in the operations of the
District and, {herefore, surplus to the
needs of the District:
= Property No. 1 (Newport South):
Three tax gareals (Pend Orelile Prop.
Jps 17036, 19183, 18193), 172.47
acres located about one-half mile
south of the Newport city limits.
Brief legal description: E1/2 NE %
of Sec. 27, T31N, R45E; Gov't Lots
2, 3, and 4 of Sec. 30, T31N, R46E,
W.M. Fair Market Value: $245,000
* Property No. 2 (Mlll Pond Flume):
One tax parcel (PID 7915), 52.6
acres located about 2,5 miles south-
east of Metaline Falls jusi south of
Mill Pond. Briel legal description:
+NW1/4 SE1/4, N1/2 SW1/4 N1/4E,
Porlon SE1/4 NW1/4, Sec. 25,
T3eN, R43E, W.M. Market Value:
$33,000.
= Property No. 3 (Suliivan Creek
Flume): Not a saparate tax parcel
and contains approximately 100
acres. it Is located about one-half
mile east of Metaline Falls. Brief
legal description: Parcel 1 of RS
2400 in S1/2 SW1/4 of Sec. 22 and
NE1/4 NW1/4 of Sec. 27, 39 43,
and part of Sections 22, 23;-26 and
27 T39N, R43E. WM. Fair Market
Value: $228.000.
= Property No. 4 (Narth Fork Sullivan
Creek): One tax parcel (PID 7914),
| 74 acres located aboul two miles
* east of Mataline Falls. Briel lagal
description: W1/2 SW1/4 of Sec.
24, T39N, R4A3E, W.M. Fair Market
Value: $313,000.
= Property No. 5 (Pee Wes Falls):
Two tax parcels (PIDs 8292 & 68293)
191.15 acres laocaled 71/2 miles
north of Mataline Falls. Brief lagal
description: Gov't Lots 2, 5 and
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STATE OF WASHINGTON.. Pend Oreille County

Affidavit of Publication

The undersigned, on oath slates thal he is an authorized cepresentative of
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must be used when submitting bids.
Bld amounts shall be no less than
the falr market, as listed above, for
esach property. Sealed bids will be
recelved at the District's Newport
office, 130 N. Washington, F.O. Box
190, Newport, WA 89156 or at the :
Box Canyon Dam Visitor Center,
7492 Hwy 31, P.O. Box 547, lone, |
WA $9139 unfll 5:00 p.m., Tuesday,
September 28, 2016.
The sealed bld process will be
conducted in one or two phases |
described as follows: The firstphase
will consist of sealed blds recelvad, |
as specilied above, on or before
Tuesday, September 6, 2016. Each
bld MUST be accompanied by an
Individual surety deposit, for the
amount of $500,00, in the form af:
Cashler's Check, Certilied Check,
or Money Order, payable to Public
Utliity District No. 1 of Pend Oralile
County. In the event that more than,
one bid for any of the properties Is
recelved, a second phase of the bid
process will be conducted for the
property(ies). The second phase
wlil consist of advertisement of the
bid results of the first phase, with
the opportunity for subsequent bids
1o be submilted in an amount no
less than 10 percant more than the
highest bid for each property that
was submitted In the ﬁrsmhm Ifa
offarl; ived, theflrst
oﬂoror shall be informad by certified
mall sent to the addrass stated in
his or har affar. The first oftaror shall
then have ten days, from the date of
mnlllng the notice of the increased
offer, in which to submit a higher

hid "t nn lace than & nneannt mnea

Il Lo LIS P TR TSP

bid of no lass than 5 percant more
| than that of the subsequent offerar.
| After the axpiration of the ten- -day
j period, the praperties will be sold
| }ollhe highast bldders.

nterestod Ppersons may contact
| Mark Cauchy a1 (509) 447-808] 1o

more Information,

Bkl

dinThe N
August 31
31-2)

'port Miner on
. 2016.




EXHIBIT C



P

,.:::{\1\

S -

Il HITESTSAND Cop-
::;,,,}/// Responsibly supplying Hi-quality silica 4y

April 18, 2017

Mr. Colin Willenbrock

General Manager, Pend Oreille PUD
PO Box 190

Newport, WA 99156

RE: REQUEST FOR POWER SERVICES

Mr Willenbrock:

HiTest Sand, Inc through Silicon Investments, Inc. (“SI”} has been investigating potential sites and is
interested in the PUD owned property located south of Newport. This property is approximately.186.3.
The Property is one parcel of 13.83 acres (Property ID # 19182) which is currently owned by Pend Oreille
County and three parcels owned by the District (Parcel # 19183) of 39.0 acres, (Parcel # 17036) of 80
acres, (Parcel #19193) of 53.47 acres. The four parcels together combine to a total of 186.3 acres. The
purpose of these combined 186.3 acres are for the purpose of operating a silicon smelter plant. Our
plant would bring substantial environmentally sustainable econbomic benefits to the community
including up to 170 full time family wage jobs at the site plus several hundred indirect jobs in supporting
industries (trucking, wood chip production, retail, etc.) Our business plan, economic model, engineering
and offtake agreements are fully developed. We have been highly involved with local and state
legislators, the Washington State Department of Commerce, and the Governor’s office and have their
full support and commitment to expedite the permitting process.

Accordingly, HiTest would like to formally request power supply services from Public Utility District No. 1
of Pend Oreille County (the “District”). Our general requirements are expected to happen in two phases
and are as follows:

Phase 1

100 aMW of energy supply

105 MW of capacity

95% power factor

98% load factor

Minimal interruption requests from the PUD
Projected full operation 9/2019

#1402 10035 Saskatchewan Dr. Edmonton, AB, T6E 4R4
Phone: 780-328-6542



, HITESTSAND
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Phase 2

Additional 100 aMW of energy supply for a total of 200 aMW
Additional 105 MW of capactity for a total of 210 MW

95% power factor

98% load factor

Minimal interruption requests from the PUD

Projected full operation 9/2022

St believes our plant, power supply needs and economic benefit could provide a beneficial and well
timed solution for the District as well as Pend Oreille County. We look forward to a formal offer of

contract for power supply services from the District.

Ja\;fso‘ Tymké”
President
HiTest Sand, Inc.

#1402 10035 Saskatchewan Dr. Edmonton, AB, T6E 4R4
Phone: 780-328-6542
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PEND OREILLE COUNTY
NEWPORT, WASHINGTON

RESOLUTION NO. 320} | 7 - Q)

RE: Resolution Ordering Sale of Tax
Title Property

BACKGROUND

. RCW 36.35. 120 allows the County to sell real property acquired by tax foreclosure when it is
found to be in the best interest of the County.

RCW 36.35.120 requires the County to establish the minimum price for each unit of tax title
property and to determine whether the sale will be for cash or whether a contract will be

allowed.

RCW 36.35.150 allows the County to sell tax title property by direct negotiations, without a
call for bids, under certain circumstances. Direct sale for a price not less than the principal
amount of the unpaid taxes is authorized when (a) the sale is to any governmental agency and
for public purposes, or (b) when the county legislative authority determines that it is not
practical to build on property due to the physical characteristics of the property.

. The Board of County Commissioners finds it is not practical to build on property identified as
Assessor’s Parcel No. 19182 as it is land-locked with no road access.

Pend Oreille County Public Utility District (PUD) has inquired into the purchase of Assessor’s
Parcel No. 19182 as it is adjacent to PUD land and it contains an easement that impacts PUD

operations.

Assessor’s Parcel No. 19182 is a Tax Title property acquired through a tax foreclosure auction.

NOW, THEREFORE, BE IT RESOLVED by the Board of County Commissioners of Pend Oreille
County, Washington, as follows:

1. The Board finds it is in the best interest of the County to sell the following real property:
Assessor’s Parcel No. 19182, located in Pend Oreille County, and further described in

attached Exhibit A.

2. The Pend Oreille County Treasurer is authorized to sell Assessor’s Parcel No. 19182 by
direct negotiation with the Pend Oreille County PUD no later than August 15, 2017, for a
minimum price equal to the total appraised value.



& ADOPTED this ZQM day of dﬂm , 2017.

PEND OREILLE COUNTY
BOARD OF COMMISSIONERS

ren S&Gg, Chair’
Sent.

Stephen Kiss, Vice-Chair

6ike Man::s, Member

ATTEST:

Clerk of the Board




Pend Oreille County Assessor & Treasurer

Exhibit A
Resolustion 2017-22

Account
Property ID: 19182 Legal Description;  1-56 GOV'T LOT 1 30-31-46
Geographic ID: 463130010001 Agent Code:
Type: : Real
Tax Area: 0002 - 1-56 Land Use Code 91
Open Space: N DFL N
Historic Property: N Remodel Property: N
Muiti-Family Redevelopment: N
Township: 31 Section: 30
Range: 46
Location
Address: STATELINERD N Mapsco:
NEWPORT, WA 99156
Neighborhood: Exempt Map ID;
Neighborhood CD: EX2
Owner
Name: PEND OREILLE COUNTY Owner ID: 16428
Mailing Address: PO BOX 5080 % Ownership: 100.0000000000%
NEWPORT, WA 99156-5080
Exemptions: EX

Property Tax information as of 06/20/2017

. NOTE: If you plan to submit payment on a future date,
make sure you enter the date and click RECALCULATE 1o obtaln the correct
total amount due.

Amount Oue if Paid on:

Click on "Statement Detalls” to expand or collapse a tax statement.

£

H
13
e
1
v
i
P

2017 15488 $17.70 $0.00 $0.00 $0.00 $17.70 $0.00
» Statement Details
2016 15522 $17.70 _ $000 ~ $0.00 5000 $17.70  $0.00

First Half Second Half

Base Amt. Base Amt. Penalty Interest Base Paid Amount Due

Year Statement!D

» Statement Details

roverment 7 Bulding
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Copy
Pend Oreille County Public Utility District

Administrative Offices - PO, Box 190 « Newport, WA 99156 « (505) 447-3137 » FAX (509) 447-5824
€/ Box Canyon Hydro Project - PO, Bax 547 « lone, WA 99139 » (509) 446-3137 « FAX (09) 447-6790

April 25,2017
Jayson Tymko
President

HiTest Sand, Inc.

#1402 10035 Saskstchewan Drive

Edmonton, Alberta
Canads T6E 4R4

Re: Letter of Intent to Sell 1863 acres located south of Newport, WA

Dear Mi. Tymko,

mmmmmwmmemmnmmm 11, 2017, this Letter
of Intent outlines some of the major terms and conditions under which Public Utility District No. 1 of

Pend Oreille County (*District™) proposes to enter negotiations to sell the property described below to
HiTest Sand, Inc., or at HiTest’s clection, Silica Investments, Inc. (collectively or in the alternative

“Purchaser”™).

1. Property: Approximately 1863 acres of vacaat land located south of Newport, Washington, the
“Property,” which contains: (a) One parcel of 13.83 acres (Property ID # 19182) which is currently owned
by Pend Oreille County, but is eligible to be surplused and conveyed to the District through
intergovernmental transfer. It is anticipsted that the intergovernmental transfer will take place prior to
oxecution of the Purchase Agreement. In the event an intergovemmental transfer cannot be approved by
Pend Oreille County, the District shall have no responsibility to acquire the 13.83 acres and there shall be
no refund of the LOI Deposit; and (b) Three parcels owned by the District (Parcel # 19183) of 39.0 acres,
(Parcel # 17036) of 80 acres, (Parcel #19193) of 53.47 acres. The District’s parcels have been swplused.

2. Purchase Price: The purchase price for the Property shall be established by the appraisal
commissioned by the District (“Purchase Price™). The Purchase Price will not account for customary
pmnhommdadwﬂnnbmndemcommmnlhmmhons,ﬂwxmnhmddmwﬂww
Price. The Purchase Price shall not be negotiable once established by the appraisal. The Purchase Price
will be paid at or before closing by wire transfer in U.S. Dollars to escrow.

3. Asls; Purchaser will accept the Property at Closing in its “as is” condition, without any
representations or warranties whatsoever, except those conveyed through the special warranty deed.

4, Due_Diligence: Purchsser will have onc hundred and twenty (120) days after the Purchase
Agreement (defined below) is fully executed and delivered to Buyer (“Duc Diligence Period”) to inspect
andperfommdlaumybemomblymaryonandbelowﬂiel’roperty(‘mchldmgporformmof
environmentsl smdies) at Purchaser’s sole expense, to determine whether the Property is physically
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suitable for Purchaser’s intended use. If Purchaser is dissatisfied with the Property as a result of its
inspections and studies then Purchaser would be entitled to terminate the Purchase Agreement by written
notice delivered to District prior to the expiration of the Due Diligence Period.

Prior to performing any subsurface testing, drilling or excavation of the Property, Purchaser would obtain
District’s approval, which would not be unreasonably delayed or withheld. Purchaser will defend,
indemnify and hold District harmless from loses and damages arising from inspection and testing of the
Property. Purchaser would restore the Property to & condition reasonably similar to its condition prior to
its testing and inspections.

The Due Diligence period shall not be extended. In the event Purchaser requests extension of the Due
Diligence Period, it shall provide the District evidence of good cause for extension, al which time the
District may, in its solc and unrestricted discretion, grant or deny the extension. The District may
condition the grant of an extension on the payment of an additional non-refundable deposit(s).

5. No Other Contingencics: (a) The District understands from Purchaser’s letter dated April 18, 2017,
that it has reasonably satisfied itself that it can obtain the appropriate land use entitlements and permits,
thus there shall be no land use contingency. (b) The District understands that Purchaser has immediately
available to it the funds necessary to pay the Purchase Price at closing, thus there shall be no financing

contingency.

6. Deposits: (a) In consideration for the District’s good faith negotiation of the Purchase Agreement
Purchaser shall pay to the District (by wire transfer ér other method of payment approved by the District)
a non-refundable deposit of $25,000.00 (U.S. Dollars) upon mutual execution of this Letter of Intent
(“LOI Deposit”). Upon closing the LOT Deposit shall be credited toward the Purchase Price. The LOI
Degosit shall not be refunded, even if the parties do not sign a Purchase Agreement. (b) Purchaser shall
deposit into escrow $100,000.00 (U.S. Dollars) within three days after the Purchase Agreement is signed
(“Earnest Money”). The Earnest Money shall become non-refundable on the sixtieth day after signing of
the Purchase Agreement. The Earnest Money shall be credited toward the Purchase Price at closing. If the
transaction fails to close the Eamest Money shall be promptly released to the District.

7. Closing Date: Closing would occur on or before Scptember 1, 2017.

8. Closing Costs: District would pay for a standard policy of title insurance, any endorsements must be
paid for by Purchaser: Escrow fees will be split 50:50, and any utilities, property taxes, .or other expenses
will be prorated at closing. Purchaser and District would each pay their own legal expenses. No real estate
brokers have been engaged and thus no commission will be due or paid at the time of closing.

9, Title: Title would be conveyed by special warranty deed. The Purchase Agreement would contain
commercially reasonable provisions conditioning Purchaser’s obligation to close upon Purchaseér’s receipt
of good and marketable title.

10. Default: If Purchaser fails to close after waiver of the Due Diligence Period for any reason, its
Eamest Money Deposit shall be forfeited to the District. Purchaser shall not be entitled to set off or
reimbursement for any inspections or studies performed during the Due Diligence Period.

11. Purchase Agreecment: District and Purchaser plan to promptly negotiate in good faith the terms of a
purchase and sale agreement (“Purchase Agreement™) containing all essential terms and conditions of the
transaction, including, but not limited to the terms and conditions set forth in this Letter of Intent; District
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would provide Purchaser with a Purchase Agreement by no later than June 1, 2017. This Letter of Intent
does not purport to include all essential terms of the transaction and, accordingly, except with respect to
the LOI Deposit and the Confidentiality paragraph below, unless and until the Purchase Agreement has
been executed and delivered by both parties, this Letter of Intent shall impose no legal obligation of any
kind upon the parties. Purchaser and District may terminate discussions at any time for any reason.

12. Confidentiality: District and Purchaser each covenants and agrees with the other that it will use its
best efforts, acting in good faith, not to disclose or permit the disclosure of the existence or the terms of
the Letter of Intent, or the transaction contemplated herein, to any other person, without the other party’s
consent; provided, however, Purchaser may disclose this Letter of Intent and the transactions
contemplated herein to Purchaser’s attorneys, consultants, or lender, or as required by law or by any
governmental agency, or reasonably believed by Purchaser’s attomeys to be required by law; and
provided further that District may disclose this Letter of Intent and the transactions contemplated herein
to District’s attorneys, consultants or other agents or as required by law or by any governmental agency,
or reasonably believed by District’s attorney’s to be required by law.

13. Entire Agreement; This Letter of Intent constitutes the entire understanding between the parties
regarding the transaction, and all prior correspondence and discussions between the parties concerning the
transaction are superseded by this Letter of Intent. Except that the parties acknowledge that the District
has been asked to enter power services contract(s) to supply power to the Property for Purchaser’s
intended use. Both parties fully intend that contract(s) will be negotiated and agreed to in a timely fashion
following closing, but that the District shall not enter into any power services contract while it is still the
owner of the Property. Accordingly, the execution of a power services contract(s) shall not be a condition
precedent to this transaction, nor shall the failure to enter such operate as a basis for reformation or

rescission of the sale of the Property.

14, Governing Law and Consent to Jurisdiction: This Letter of Intent, the Purchase Agreement,
and all subsequent contracts or agreements between the parties shall be governed by, constructed, and
interpreted in accordance with the laws of the United States of America, and the state of Washington, as
applied to contracts made and to be performed in the state of Washington. In the event any action is
brought to enforce any of the provisions of this Letier of Intent, the Purchase Agreement, or any
subsequent contract or agreement, each of the parties agree to be subject to the exclusive jurisdiction in 2
Superior Court of the state of Washington or the United Stated District Court in the state of Washington,
and that the venue of any action shall lie in Pend Oreille County, Washington, or the Eastern District of

Washington, respectively.

This Letter of intent shall expire at 5:00 p.m. (Pacific Time Zone time) on May 1, 2017, and shall be of no
further force or effect.

% Very Truly Yo 13 /

F. COLIN WILLENBROCK
General Manager

{signatures on following page}
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Letter of Intent, dated April 25, 2017,
Accepted By Purchaser.

Silica Investments, Inc.

oo LoV

By: Yhyson Tymko
Tts: Plesident

District acknowledges acceptance of
Letter of Intent, and receipt of LOI
Deposit.

By: Colin Willenbrock
Its: General Manager
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Pend Oreille County Public Utility District

Administrative Offices - P.O. Box 190 « Newport, WA 99156 « (509) 447-3137 « FAX (509) 447-5824
Box Canyon Hydro Project - P.O. Box 547 » Ione, WA 99139 » (509) 446-3137 = FAX (509) 447-6790

N
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Jayson Tymko

President

HiTest Sand, Inc.

#1402 10035 Saskatchewan Drive
Edmonton, Alberta

Canada T6E 4R4

Re:  Revised Letter of Intent, dated April 25, 2017
Dear Mr. Tymko:

This letter is to confirm your conversation with Kim Gentle regarding the Letter of Intent,
dated April 25, 2017 (“Original LOI"). As was discussed there has been a change in
circumstances regarding the scope of the Property, as defined in the Original LOIL This
Revised Letter of Intent reflects the change in circumstances, but all other portions of the
Original LOI not referenced below shall remain the same.

1. Property: Approximately 172.47 acres of vacant land located south of Newport,
Washington, the “Property,” which contains: Three parcels owned by the District
(Parcel # 19183) of 39.0 acres, (Parcel # 17036) of 80 acres, (Parcel #19193) of
53.47 acres, which District has declared to be surplus property.

L L 24

4. Due Diligence: Purchaser will have one hundred and twenty (120) days after the
Purchase Agreement (defined below) is fully executed and delivered to Buyer
(“Due Diligence Period™).

odeok
7. Closing Date: Closing would occur on or before September 1, 2017.

*kk '
11. Purchase Agreement: District would provide Purchaser with a Purchase
Agreement no later than June 16, 2017.
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The District will proceed to prepare the Purchase Agreement in accordance with these
revisions unless Purchaser requests in writing further addition or revision to the Original
LOL

__ Very truly yours,

7

F. COLIN WILLENBROCK
General Manager
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REAL ESTATE PURCHASE AND SALE AGREEMENT

THIS REAL ESTATE PURCHASE AND SALE AGREEMENT (the “Agreement”) is made and entered

into this day of 2017, by and among Public Utility District No. 1 of Pend Oreille
County, a municipal corporation (“Seller”), whose address is P.O. Box 190, Newport, WA 99156, and
HiTest Sand, Inc., a corporation (“Purchaser”), whose address is #1402 10035

Saskatchewan Drive, Edmonton, Alberta, Canada T6E 4R4.

Seller is the owner of certain real property and desires to sell the property, and Purchaser desires to
purchase the property, upon the terms and conditions specified below. For and in consideration of the
Earnest Money, and other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, and the mutual agreements between the parties contained herein, the parties
hereto agree as follows:

1. SALE OF PROPERTY. Seller agrees to sell, and Purchaser agrees to purchase, that certain real
property, including any existing improvements, appurtenances, easements, fixtures, hereditaments,
privileges and rights thereto, commonly described as:

Government Lot 2 of Section 30, Township 31 North, Range 46 East of the Willamette
Meridian; and the East half of the Northeast Quarter of Section 25, Township 31 North,
Range 45 East of the Willamette Meridian, all in Pend Oreille County, Washington,
together with all improvements thereon and any and all rights, easements and
appurtenances thereto;

And

Government Lots 3 and 4 in Section 30, Township 31 North, Range 46 East of the
Willamette Meridian, Pend Oreille County, Washington.

(hereinafter referred to as the “Property™).
2. PURCHASE PRICE AND METHOD OF PAYMENT.

2.1 Determination of Purchase Price. Seller agrees to sell the Property to Purchaser for the appraised
value as determined by {appraiser TBD} (“Purchase Price”). The District shall provide a copy of the
appraisal summary to Purchaser, such appraisal summary as it pertains to the Purchase Price shall be
incorporated into this agreement by this reference, or through an addendum, either of which shall be
sufficient to establish the Purchase Price without further negotiation of the parties.

2.2 Method of Payment. Purchaser shall pay to Seller the Purchase Price in U.S. Dollars, the
Purchase Price, less any credits for Deposits, shall be made by wire transfer at least 24 hours prior to
Closing.

Page 1 of 8



2.3 Deposits. (a) In consideration for the District’s good faith negotiation of the Purchase Agreement
Purchaser has paid the District a non-refundable deposit of $25,000.00 (U.S. Dollars) upon mutual
execution of the Letter of Intent (“LOI Deposit”). Upon closing the LOI Deposit shall be credited toward
the Purchase Price. The LOI Deposit shall not be refunded, even if this Agreement not accepted or is
terminated. (b) Purchaser shall deposit with the Closing Agent $100,000.00 (U.S. Dollars) within three
days after this Agreement is signed (“Earnest Money”). The Earnest Money shall become non-
refundable upon expiration of the Due Diligence Period. The Earnest Money shall be credited toward the
Purchase Price at Closing. If the transaction fails to close the Earnest Money, plus any accrued interest,
shall be promptly released to the District.

3. FINANCING CONTINGENCY. This Agreement is not contlngent upon the ability of the Purchaser
to secure financing.

4. TITLE. Unless otherwise specified in this Agreement, title to the Property shall be marketable at
Closing. Rights, reservations, federal patents, covenants, conditions and restrictions, presently of record,
and easements and encroachments not materially affecting the value or unduly interfering with
Purchaser’s intended use of the Property, shall not be deemed to render title unmarketable. Building,
use, or zoning restrictions, regulations, and provisions shall not be deemed encumbrances or be deemed
to render title unmarketable for purposes of this Agreement. Encumbrances to be discharged by Seller
shall be paid by Seller on or before Closing. Fee title to the Property shall be conveyed by Special
Warranty Deed.

5. TITLE INSURANCE. Seller shall, within fourteen (14) days of the date hereof, obtain and submit
to Purchaser, at the expense of Seller, an ALTA standard form commitment for title insurance from
Frontier Title & Escrow Company, underwritten by First American Title Insurance Company in an
amount not less than the Purchase Price. The cost and expense of the commitment for title insurance
and the policy of title insurance shall be borne by Seller and paid at Closing from the proceeds of Seller.
Purchaser may procure an extended coverage policy of title insurance and may increase the amount or
scope of coverage of the insurance as desired and available upon payment at Closing of the additional
premium occasioned thereby. The title policy shall contain no exceptions other than those contained in
said standard form and those not inconsistent with this Agreement. If title is not insurable or marketable
consistent with this Agreement, despite Seller’s payment of monetary encumbrances and best efforts to
correct title defects and make title so insurable or marketable prior to Closing, then Purchaser’s sole
election shall be either to waive such defects, or to terminate this Agreement. Nothing in this provision
shall diminish or affect any covenants or warranties given in any deed or other conveyance at Closing.

6. PURCHASER’S DUE DILIGENCE. Commencing with the date of this Agreement, and for a
period ending sixty (60) days later, or August 25, 2017, whichever is sooner (the “Due Diligence
Period”), Purchaser shall have the right to enter upon the Property at mutually agreeable and reasonable
times for the purpose of performing such examinations, inspections, investigations, surveys, analyses
and tests as Purchaser may deem appropriate, including determining the feasibility of the Property for the
use proposed by Purchaser and the environmental condition of the Property. Prior to performing any
subsurface testing, drilling or excavation of the Property, Purchaser will obtain Seller’s approval, which
would not be unreasonably delayed or withheld. All examinations, inspections, investigations, surveys,
analyses, tests, work or other performance undertaken by Purchaser shall be done at Purchaser’s sole
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expense and solely for Purchaser’s benefit. Purchaser shall not be considered the agent of Seller for such
purposes. Should this Agreement terminate Seller shall not be liable to Purchaser for any expense
incurred by Purchaser during the Due Diligence Period.

6.1 Purchaser’s inspection may not be used by Purchaser to introduce any matter other than a
material condition or defect previously undisclosed to and unknown by Purchaser.

Purchaser’s right to inspect and investigate the Property and verify items and conditions shall be
conclusively deemed satisfied unless, fifteen days prior to expiration of the Due Diligence Period,
Purchaser gives written notice to Seller of all material condition(s) and defect(s) which Purchaser
determines are unsatisfactory. If Purchase gives notice of any unsatisfactory condition or defect Seller
may elect, in its sole discretion, to cooperate with Purchaser to correct the condition or defect. Any
agreement of the parties in regard to the correction must be in writing and signed by the parties. The
Seller may condition its agreement to cooperate on the payment of an additional non-refundable
deposit(s). If Seller does not agree to make any correction then Purchaser may either proceed to Closing
or terminate this Agreement prior to expiration of the Due Diligence Period.

Failure of the Purchaser to terminate this Agreement prior to the expiration of the Due Diligence Period
shall constitute Purchaser’s acceptance of the Property in its “as-is”, “where-is,” “with all faults”
condition and the Earnest Money shall become non-refundable. This provision shall survive closing.

6.2  The Due Diligence period shall not be extended. In the event Purchaser requests extension of the
Due Diligence Period, it shall provide the Seller evidence of good cause for extension, at which time the
Seller may, in its sole and unrestricted discretion, grant or deny the extension. The Seller may condition
the grant of an extension on the payment of an additional non-refundable deposit(s).

6.3 By closing this transaction, Purchaser specifically acknowledges that Purchaser has observed and
investigated the Property and has reached Purchaser’s own conclusions as to the adequacy, acceptability,
and suitability of the Property and surrounding area, and the feasibility and desirability of acquiring the
Property for Purchaser’s intended use, based solely on Purchaser’s examination. Purchaser agrees that
no information provided from or through Seller affecting the Property constitutes a representation of
fact, and Purchaser is to independently verify all such information, including but not limited to the
following: zoning, use and proposed changes in zoning or use of the Property and vicinity; taxation rate
and tax classification of the Property (including existence of any special use classification); covenants
and restrictions; utility districts; anticipated or proposed utility, septic, sewer installation or improvement
assessments and charges; school districts and their school names and locations; public or private nature
of roads serving the Property and by whom maintained; corners, boundary line locations, size, square
footage and dimensions of the Property and any improvements; or existence of termites and pests.

6.4  Purchaser shall hold harmless, indemnify and defend Seller against any and all claims, causes,
damages, injury to person or property, liens, liability, and related expenses arising out of or related to any
of the activities of the Purchaser on the Property, including but not limited to the inspection of the
Property by Purchaser or Purchaser’s employees, agents or contractors, and including but not limited to
any environmental inspections, tests, or other examinations. In the event this transaction fails to Close
for any reason and Purchaser has disrupted or altered the Property in any respect, Purchaser shall
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immediately restore the Property as nearly as practicable to the condition it was in prior to Purchaser’s
commencement of such inspections, tests, work or other performance.

7. “AS IS/WHERE IS” SALE.

7.1 Seller makes no representations or warranties of any kind whatsoever to Purchaser, except as
expressly set forth in this Agreement. Without limitation to the generality of the foregoing, Purchaser
acknowledges and agrees as follows:

1.1.1

That the Property is to be conveyed by Seller to Purchaser in “AS IS/WHERE IS”
condition, with any and all faults;

That except as specifically set forth in this Agreement, the Seller has not made, does
not hereby make, and shall not make and expressly disclaims any representations,
warranties, promises, covenants, agreements or guaranties of any kind or nature
whatsoever, whether express or implied, oral or written, past or present, of, as to,
concerning or with respect to the Property, including, without limiting the generality of
the foregoing, the following: (1) the nature, quality or condition of the soil, water (if
any) or geology of the Property, (2) existing conditions of the Property for any
particular purpose of development potential, (3) any income to be derived from the
Property, (4) the suitability of the Property for any and all activities and uses which
Purchaser or any other party may conduct thereon, (5) the compliance of the Property
with any laws, rules, ordinances, covenants, conditions or restrictions of any
governmental authority or any other person, (6) the habitability, merchantability or
fitness of the Property for any purpose, (7) whether or not any underground storage
tanks are or were located on, in or under the Property or any adjacent or other
properties, (8) the design of any improvements located on the Property, (9) the nature
or quality of construction, structural design, and/or engineering of such improvements,
(10) the quality of labor and/or materials (including the composition thereof) used in
such improvements, (11) the condition of the Property with respect to any materials or
substances which may now or hereafter be considered by any governmental authority
or any other person to be dangerous, explosive, flammable, infectious or otherwise
hazardous, and/or (12) any other matters with respect to the Property. The disclaimer
made in subsection (11) above includes, without limitation any representations or
warranties with respect to solid waste, as defined by the United States Environmental
Protection Agency regulations at 40 CFR Part 261 and/or the disposal of solid waste;
and the existence of any hazardous substance as defined by the Comprehensive
Environmental Response Compensation and Liability Act of 1980, as amended, and the
regulations promulgated thereunder, as well as any comparable state or local laws,
ordinances, rules or regulations.

7.2 Purchaser hereby acknowledges and agrees that Purchaser has the opportunity to inspect the
Property as Purchaser sees fit, and Purchaser shall rely solely on such investigations and not on any other
information furnished by Seller in making Purchaser’s decision to purchase or not purchase the Property.
Purchaser further acknowledges and agrees that any information concerning the Property furnished by
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Seller was obtained from a variety of sources and that Seller did not and is not required to make any
independent investigation or verification of any such information with respect to accuracy, completeness
or any other matter, and Seller expressly disclaims any representations and warranties with respect to
such matters except as otherwise explicitly set forth in this Agreement.

7.3 Except for such rights of Purchaser as result from Seller’s contractual obligations hereunder,
from and after the Closing, Purchaser hereby assumes all risks associated with ownership of the Property
and any defects that may be located thereon or associated therewith of any type or nature whatsoever,
and Purchaser shall be solely responsible for and shall indemﬁify, protect, defend and hold Seller
harmless from, all costs (including attorneys’ fees and court costs), expenses and all other claims,
demands, costs, expenses, causes of action or other matters incurred in or associated with such
ownership and with the presence, removal or repair of any such defect; provided, however, the
indemnity of Purchaser as set forth in this Section shall: not extend to any third party claims brought
directly against Seller as a result of an event which occurred prior to Closing.

7.4 Purchaser acknowledges and agrees that the unconditional “as-is” nature -of this transaction is a
material inducement to Seller to enter into this Agreement and to sell the Property to Purchaser at the
Purchase Price and upon the other terms and conditions set forth herein. As further consideration and
material inducement to Seller, Purchaser, on behalf of its principals, agents, successors and assigns, and
except as otherwise explicitly set forth in this Agreement, forever releases and discharges Seller and
Seller’s officers, directors, shareholders, principals, agents, successors and assigns, from and against all
claims, causes of action, losses, costs, damages, liabilities, and expenses of any kind which Purchaser
may now or at any time hereafter incur or realize in any manner from the Property, this Agreement,
and/or any matter arising therefrom or from the transactions contemplated by this Agreement.

8. CLOSING AND POSSESSION: Upon demand, Purchaser and Seller will promptly deposit with
Frontier Title & Escrow Company, whose address is 121 N. Washington Ave., Newport, Washington,
99156 (the “Closing Agent”), all instruments and monies required to complete the transaction in
accordance with this Agreement. The sale shall close on or before September 1, 2017 (the “Closing”),
which shall be the time when all appropriate documents have been recorded and sale proceeds, if any,
are available for disbursement to Seller. In the event the transaction cannot close by the date specified
due to an occurrence that may be remedied within a reasonable period of time, the parties may agree to
extend Closing for a reasonable period of time and/or the period of time necessary to remedy the
delaying occurrence, such extension must be in writing signed by the parties. Closing shall not, however,
be extended beyond September 29; 2017 (the “Termination Date”), unless extension beyond this date is
agreed to by the parties in writing. Purchaser shall be entitled to physical possession of the Property on
Closing.

9. CLOSING COSTS AND PRORATIONS: The Closing Agent's fees and other closing fees and
costs shall be shared equally between Purchaser and Seller, unless limited by law or regulation. Seller
shall pay any real estate excise tax. Taxes for the current year, if any, rent, interest, insurance, and water
and other utility charges or assessments constituting liens shall be prorated as of Closing.

10. MATERIAL ALTERATION AND CASUALTY LOSSES: Seller shall use best efforts to
maintain the Property in its present condition until Purchaser is entitled to possession, but shall have no
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obligation to restore or repair any damage unless intentionally caused by Seller. If improvements on the
Property, including timber or crops included in the sale, are destroyed or materially damaged by fire or
other accidental casualty prior to Closing, or if Seller permits material adverse changes to occur in the
Property for other reasons prior to change of possession, then Purchaser may elect to terminate this
Agreement.

11. DEFAULT/TERMINATION: The sole remedy for breach of this Agreement shall be termination,
and all Deposits shall be released by Closing Agent to Seller, except that Closing Agent may deduct
from the Deposit any costs or expenses it has incurred prior to termination.

Seller Purchaser

12. ASSIGNMENT: Purchaser’s rights or interests under this Agreement may not be assigned by
Purchaser without Seller's prior written consent, which consent is in Seller’s sole and absolute
discretion.

13. NOTICES. All notices or other communications which may be made pursuant to or which may be
necessary or convenient in connection with this Agreement shall be in writing and shall be made to the
parties to this Agreement at the addresses that appear after each party’s name above (or at such address
as each may by written notice to the other designate) by personal service or by regular, certified or
registered mail. In the case of mailing, the weekday (except legal holidays) after the date of mailing
shall be deemed the date of delivery. Notices may also be delivered by email, and shall be deemed
delivered the day it was sent if received before 5:00 p.m. Pacific Time on a weekday, otherwise it will be
deemed delivered the next weekday (except legal holidays).

14. ENTIRE AGREEMENT. This Agreement constitutes the entire agreement of the parties hereto
and no representation, inducement, promise or agreement, oral or written, between the parties hereto
which is not embodied herein shall be of any force or effect. This Agreement shall also supersede any
prior agreements between the parties concerning the Property.

15. AMENDMENTS. No amendment to this Agreement shall be binding on any of the parties to this
Agreement unless such amendment is in writing and signed by all parties with the same formality as this
Agreement is executed.

16. SUCCESSORS AND ASSIGNS. The provisions of this Agreement shall be binding upon and
inure to the benefit of Purchaser and Seller and their respective heirs, executors, administrators,
successors, assigns and the legal representatives of their estates.

17. NO WAIVER OF RIGHTS. No failure of any party to exercise any power given such party
hereunder or to insist upon strict compliance by any other party to its obligations hereunder, and no
custom or practice of the parties in variance with the terms hereof, shall constitute a waiver of any party's
right to demand exact compliance with the terms hereof.
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18. GOVERNING LAW AND CONSENT TO JURISDICTION: This Agreement, and all
subsequent contracts or agreements between the parties shall be governed by, constructed, and
interpreted in accordance with the laws of the United States of America, and the state of Washington, as
applied to contracts made and to be performed in the state of Washington. In the event any action is
brought to enforce any of the provisions of this Agreement, or any subsequent contract or agreement,
each of the parties agree to be subject to the exclusive jurisdiction in a Superior Court of the state of
Washington or the United Stated District Court in the state of Washington, and that the venue of any
action shall lie in Pend Oreille County, Washington, or the Eastern District of Washington, respectively.

19. CALCULATION OF TIME. If any time period specified herein expires on a Saturday, Sunday or
legal holiday, such time period shall be automatically extended through the close of business on the next
regular business day.

20. COUNTERPARTS. Email transmission of any signed original document, and retransmission of any
signed emailed transmission shall be the same as delivery of an original. At the request of either party,
or the Closing Agent, the parties will confirm email transmitted signatures by signing an original
document. This Agreement may be signed in counterparts.

21. TIME IS OF THE ESSENCE. Time is of the essence as to all terms and conditions of this
Agreement.

22. ATTORNEYS’ FEES. If Purchaser, Seller, or any real estate licensee or broker involved in this
transaction is involved in any dispute relating to any aspect of this transaction or this Agreement, each
prevailing party shall recover their reasonable attorneys’ fees. This provision shall survive Closing.

23. CONFIDENTIALITY: Seller and Purchaser each covenants and agrees with the other that it will
use its best efforts, acting in good faith, not to disclose or permit the disclosure of the existence or the
terms of the transaction "cont‘emplated% herein, to any other person, without the other party’s consent.
Provided, however, Purchaser may disclose this transaction to Purchaser’s attorneys, consultants, or
lender, or as required by law or by any governmental agency, or reasonably believed by Purchaser’s
attorneys to be required by law; and provided further that Seller may disclose the transaction
contemplated herein to Sellet’s attorneys, consultants or other agents or as required by law or by any
governmental agency, or reasonably believed by Seller’s attorneys to be required by law.
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Purchaser: Seller:

Public Utility District No. 1 of Pend Oreille
HiTest Sand, Inc. County

By: Colin Willenbrock
By: Jayson Tymko Its: General Manager
Its: President

Silica Investments, Inc.

By: Jayson Tymko
Its: President
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Minutes of
PUBLIC UTILITY DISTRICT NO. 1 OF PEND OREILLE COUNTY
August 1, 2017
NEWPORT CONFERENCE ROOM, NEWPORT, WA

Present: Daniel L. Peterson, President
Curtis J. Knapp, Vice President
Richard A. Larson, Secretary

Staff Present: F. Colin Willenbrock, General Manager
Management/District Staff
Tyler R. Whitney, Winston & Cashatt Lawyers, via teleconference
Karen Willner, Clerk of the Board

Others: Jared Horton, Real Life Ministries

The meeting was called to order at 8:30 a.m. by Daniel L. Peterson, President.

CONSENT AGENDA:

The minutes from the July 25, 2017 meeting and today’s revised agenda were reviewed.

Vouchers audited certified by the auditing officer as required by RCW 42,24.080, and
those expense reimbursement claims certified by RCW 42.24.090, have been recorded on
a listing, which has been made available to the Board. As of this date, August 1, 2017, the
Board, upon motion by Commissioner Larson and seconded by Commissioner Knapp
approved the following:
e The minutes of July 25, 2017 and the revised agenda for August 1, 2017.
o Payment of those vouchers, included in the list referred to above and
further described as follows: Bank of America Voucher Nos. 95443
through 95444 in the total amount of $166,615.85; ACH payments in the
total amount of $8,927.57; and Wire Transfers in the total amount of
$10,890.00.
¢ Payment of those vouchers, included in the list referred to above and
further described as follows: Umpqua Bank Voucher Nos. 4 through 41 in
the total amount of $34,453.84; ACH payments in the total amount of
$505,691.08; and Wire Transfers in the total amount of $196,218.83.

BUSINESS FROM THE PUBLIC:

Jared Horton, Real Life Ministries appeared before the Board to personally thank them
for their donation to the Happy Feet Capital Campaign. Commissioner Larson
commended Mr. Horton for taking the time to personally appear before the Board and
thanking them. Mr. Horton left the meeting.

F. Colin Willenbrock, District General Manager reported on a call he had with Don
Gronning, Newport Miner regarding today’s HiTest topic. Discussion was held.

Sarah Holderman, District Treasurer introduced Libbey Bartel as the District’s new
Customer Service Manager and reported that yesterday was her first day at the District.
Ms. Bartel provided her background history. The Board congratulated her and welcomed
her to the District. .

SILVER CERTIFICATE OF ACHIEVEMENT AWARD FOR METALINE FALLS
WATER SYSTEM:

Mark Scott, District Water Systems Manager distributed and explained a handout on the
Treatment Optimization Program. He reviewed the optimized performance water plant
filtration standards. He reported the District has been awarded a first time Silver
Certificate of Achievement Award for the Metaline Falls Water System. The Riverbend
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Water System was also awarded with a Silver Certificate Achievement Award for their
eighth year in a row.

Mr. Willenbrock and the Board commended and congratulated Mr. Scott and his staff for
doing great work on improving the performance of the water treatment facilities.

Mr. Scott reported the District has had five candidate interviews for the vacant water
system operator job position. There are two remaining interviews this week. Discussion
was held.

ACTION ITEM:

o Declaration of Surplus Property — Fleet Vehicle #801. Mark Cauchy, District
Director, Regulatory & Environmental Affairs provided the details. Based on staff
recommendation, a motion was made by Commissioner Knapp and seconded by
Commissioner Larson to declare the fleet vehicle #801 as being no longer
necessary, material to, or useful in the operations of the District and, therefore,
surplus to the needs of the District. The motion passed unanimously. The staff
will proceed as appropriate.

Mr. Willenbrock reported that he and Chris Jones, District Director,
Operations/Superintendent are working on a District fleet management plan. Discussion
was held.

BOARD WORKSHOP/GENERAL MANAGER’S REPORT:
F. Colin Willenbroc neral Man

¢ He reported the Washington Public Utility Districts Association (WPUDA) will
be doing a Community Cares auction and is requesting donations for items.
Discussion was held. He and Karen Willner, Clerk of the Board will work on
getting some auction items.

¢ Hereported the District will have a booth at this year’s Pend Oreille County Fair
and Ms. Willner is working on the District’s display.

¢ He provided a J.W. Fowler Company update and reported there is a meeting today
to check on the progress of the Box Canyon Upstream Fish Passage. He explained
staff is trying to keep the water level down so that the project can continue,
October 2018 is the project completion deadline mandated by the Federal Energy
Regulatory Commission. Discussion was held,

o He distributed and reviewed a blog article regarding HiTest Sands, Inc. coming to
Newport. Discussion was held.

SAFETY SPOTLIGHT:

Discussion was held regarding the objections to safety such as safety takes time and
slows you down; importance of thinking twice before doing something unsafe; and the
hoot owl one shot going into effect to minimize employees working in the field to heat

exposure.

CUSTOMER SPOTLIGHT:

Discussion was held regarding an update on 2 customer email about a fiber easement.

COMMISSION REPORT:

Commissioner Knapp attended an Energy Northwest meeting on July 26 — 27 in Pasco
and provided an overview.

COMMISSION BUSINESS:

Commissioner Peterson will attend a Public Power Council meeting on August 2 — 3 in
Portland.

Page 2 — Minutes, August 1, 2017
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Discussion was held regarding scheduling a legislative luncheon in October and an
upcoming tour of Pend Oreille County.

Following a 5-minute break, the meeting resumed.

AVISTA BALANCING AUTHORITY SERVICES DISCUSSION:

Kim Gentle, District Director, Power & Risk Management provided a powerpoint
presentation on the Avista Balancing Authority Services. She explained who Avista is,
how power is supplied, what a balancing authority is, who else can provide these
services, why the District uses Avista, and who pays for the services. Discussion was
held.

Mr. Willenbrock commended Ms. Gentle and her staff for doing a great job with this
process.

Amber Orr, District Engineering Manager provided an update on the Bonneville Power
Administration Transmission Operator Services. Discussion was held.

BREAK/BUSINESS FROM THE PUBLIC:

Following a 5-minute break and no business from the public, the meeting resumed.

HITEST SANDS. INC. DISCUSSION:

Ms. Gentle provided an overview of the District’s surplused land that HiTest Sands, Inc.
is inquiring about. The total land consists of 187 acres and was purchased for $500,000 as
a site to build gas turbine peakers. She explained the land is currently zoned as
government and that if HiTest purchases the land, they will be responsible to change the
zoning to industrial.

Mr. Willenbrock reported the land was surplused and advertised but no bids were
received. Discussion was held.

EXECUTIVE SESSION — PENDING AND/OR POTENTIAL LITIGATION:

A 45-minute executive session on pending and/or potential litigation commenced at
10:55 a.m. The following were in attendance: Board of Commissioners; F. Colin
Willenbrock, General Manager; April Owen, Director, Finance/Auditor; Kim Gentle,
Director, Power & Risk Management; and Tyler R. Whitney, Winston & Cashatt
Lawyers, via teleconference. The executive session adjourned at 11:30 a.m. and the
Board returned to open session. No final action was taken.

EXECUTIVE SESSION — PERSONNEL:
A 30-minute executive session on pending and/or potential litigation commenced at
11:35 a.m. The following were in attendance: Board of Commissioners; and F. Colin

Willenbrock, General Manager. The executive session adjourned at 12:02 p.m. and the
Board retumed to open session. No final action was taken.

ACTION ITEM:
¢ Resolution No. 1399 — PUD Lands Sale to HiTest Sands, Inc. A motion was made
by Commissioner Knapp and seconded by Commissioner Larson to adopt the

resolution. The motion passed unanimously.

There being no further discussion to come before the Board, the meeting adjourned at

\ o P

President
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ATTEST: )
Sec; ?‘ '
R 7
eneral Gounsel
Approved as to Form
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RESOLUTION NO. 139

A RESOLUTION OF PUBLIC UTILITY DISTRICT NO. 1 OF
PEND OREILLE COUNTY FOR SALE OF DISTRICT LANDS TO

HITEST SANDS, INC.

WHEREAS, Public Utility District No. 1 of Pend Oreille County (“District™)
surplused District lands with Parcel numbers 17036, 19183 and 19193 on March 15,

2016; and

WHEREAS, the District advertised the surplused lands for sale on August 31,
2016 and September 7, 2016; and

WHEREAS, the District did not receive any bids for purchase; and

WHEREAS, the District received inquiry and request for electric service from
HiTest Sands, Inc. on April 18, 2017; and

WHEREAS, the District signed a tentative Letter of Intent and received earnest
money from HiTest Sands, Inc. on April 25, 2017; and

WHEREAS, the District signed a revised Letter of Intent on June 13, 2017; and

WHEREAS, the District sent a draft Purchase Agreement to HiTest Sands, Inc. on
June 16, 2017; and

WHEREAS, the District received authorization to purchase Pend Oreille County
land Parcel number 19182 at the tax assessed value on June 20, 2017; and

WHEREAS, the District now intends to sell the entire four parcel package
following final appraisal and due diligence to HiTest Sands, Inc.;

NOW, THEREFORE, BE IT RESOLVED by the Board of Commissioners of
Public Utility District No. 1 to authorize the general manager to independently negotiate
the final sale of Parcel numbers 17036, 19182, 19183 and 19193 for not less than the
appraised value to HiTest Sands, Inc.

UNANIMOUSLY ADOPTED this 1st day of August, 2017,



BOARD OF COMMISSIONERS
PUBLIC UTILITY DISTRICT NO. 1
PEND OREILLE COUN o 3 WASHINGTON

Dan terson, Pres1dent

By e

" Knapp, Vice President

By

Richard A. LagSon, Secretary

Clerk of the Board
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AFN#: 20170329007 08/02/2017 at 02:57:30 PM, DOCTYPE: DEED # PAGES: 1 MARIANNE
NICHOLS, AUDITOR, PEND OREILLE COUNTY, WA DEPUTY CLERK: mnichols FILED BY: PEND

OREILLE COUNTY

+ 6740
Excise Wren Eﬂlﬁ
Return To: Pend Oreille County Treasurer m E
PO Box 5080
Newport, WA  99156-5080 w
By Deputy
State of Washington ) Treasurer’s Record No. 907
) ss.
County of Pend Orellle ) TAX TITLE PROPERTY DEED
(RCW 3635.130)

'I'!-llSNDENTURE.madedusZ""dayofAugust,m” betweenWasTmsm
omedOmiﬂeCumw,SWeofWuhmgmmpmwofmeﬁmmandmm
f Washington, party of the second part.

WITNESSETH, That whereas, pursuant to an order of the Board of County Commissioners of
the County of Pend Oreille, State of Washington, duly made and entered on the 11* of July,

2017, and,

WHEREAS, in pursuance of said order of the Board of County Commissioners, and of the laws
of the State of Washington, and for and in consideration of the sum of $27,660.00 (TWENTY
SEVEN THOUSAND SIX HUNDRED AND SIXTY DOLLARS) lawful money of the United
StnmofAmenm,tomcmhandpud,ﬂ:em:plwhzmﬂs hembyachmwladged,!blvethis
day sold to Public st of Pen at gton
wmnhes.thefollomng descnbedrealatate

PID #19182/Parcel # 463130010001. Legal Déscription; Government Lot I, Section 30,
Township 31 North, Range 46 EW.M.

NOW, THEREFORE, Know that I, TERRI MILLER, County Treasurer of said County of Pend
Oreille, State of Washington, in consideration of the premises and by virtue of the statutes of the

SmeofWashlngNn,msuchcammademdpmwded dohetebygnntandeonveyuntomh_g
e their heirs and assigns

fm.the real pmpetty hemn before dmnbed, as fully andcomplntely as the party of the first
part can by virtue of the premises convey the same.

Given under my hand and Seal of Office this 2™ day of A 2017.

T , Treasurer
Pend Oreille County

THIS TO CERTIFY, That on the 2™ day of August, 2017, before me, Marianne Nichols, Auditor
of Pend Oreille County, personally appeared Terri Miller to me known to be the Treasurer of
Pend Oreille County, Washington, and ¢he person described in and who executed the foregoing
instrument, and she acknowledged to me that she signed, sealed and executed the same, as
Treasurer of said County, as her free and voluntary act and deed and for the uses and purposes

therein mentioned.
IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal the day and

year in this certificate first above written.
' Mﬁ%’ ;é s, Auﬂié

Pend Oreille County, Washington
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Valbridge

PROPERTY ADVISORS

Appraisal Report

Pend Oreille PUD Property
500 Block of N. Stateline Road
Newport, Pend Oreille County, Washington 99156

Report Date: August 4, 2017

Public Utility District No. 1 of Pend Oreille County
Ms. Kimberly Gentle

P.0O. Box 190/130 N. Washinaton Avenue

Newport, Washington 99158

Valbridge Property Advisors |
Auble, Jolicoeur and Gentry, inc.

1875 N. Lakewood Drive, Suite 100

Coeur d'Alene, ID 83814

208-292-2965 phone Valbridge Job Number
208-292-2971 fax ID01-17-0148-000
valbridge.com




» ’ ° 1875 N. Lakewood Drive, Suite 100
5 ) Va I b rldge Coeur d'Alene, ID 83814

208-292-2965 phone
PROPERTY ADVISORS 208-292-2971 fax
Auble, Jolicoeur & Gentry, Inc, valbridge.com
August 4, 2017

Vicki K. Mundlin, MAI
208-292-2965
vmundlin@valbridge.com

Ms. Kimberly Gentle

Public Utility District No. 1 of Pend Oreille County

P.O. Box 190/130 N. Washington Avenue

Newport, Washington 99156

RE: Appraisal Report
Pend Oreille PUD Property
500 Block of N. Stateline Road
Newport, Pend Oreille County, Washington 99156

Dear Ms. Gentle:

At your request, | have appraised the above-referenced property to form an opinion of the Market
Value of the Fee Simple Interest as of July 12, 2017. | inspected the property that is the subject of this
appraisal and report on July 12, 2017. This appraisal report sets forth the pertinent data gathered, the
techniques employed, and the reasoning leading to my value opinions. This letter of transmittal is not
valid if separated from the appraisal report.

The subject property, as referenced above, is a 186.30-acre site located in southwest Pend Oreille
County and is further identified as Assessor's Parcel Numbers (APNs) 463130010001, 463130020001,
463130500001 and 453125000005. The property is a rectangular site that is primarily cut over
timberland, and has gentle to moderate slopes with some scattered rock outcrops. It has access by a
20" wide recorded easement across the adjacent property to the west. The easement access is a narrow,
rough dirt road.

It is noted that although the Assessor's office describes the address as being on Stateline Road this
road is not improved, and in fact does not appear to be a dedicated right-of-way, as it bounds the
subject property on the east.

| developed my analyses, opinions, and conclusions and prepared this report in conformity with the
Uniform Standards of Professional Appraisal Practice (USPAP) of the Appraisal Foundation; the Code
of Professional Ethics and Standards of Professional Appraisal Practice of the Appraisal Institute; and
the requirements of my client as | understand them.

The client in this assignment is Public Utility District No. 1 of Pend Oreille County and the intended
users of this report are you and representatives from HiTest Sand Inc. and no others. The intended use
is to negotiate the potential sale of the property to HiTest Sand, Inc. The value opinions reported
herein are subject to the definitions, assumptions and limiting conditions, and certification contained
in this report.

© 2017 VALBRIDGE PROPERTY ADVISORS | Auble, Jolicoeur and Gentry, Inc.



: Ms. Kimberly Gentle

va I b”dqe Public Utility District No. 1 of Pend Oreille County
PROPERTY ADVISORS AUgUSt 4, 2017
Page 2

The acceptance of this appraisal assignment and the completion of the appraisal report submitted
herewith are subject to the General Assumptions and Limiting Conditions contained in the report. The
findings and conclusions are further contingent upon the following extraordinary assumption and
hypothetical condition which might have affected the assignment results:

Extraordinary Assumptions
» The subject is appraised under the extraordinary assumption that the county will work with the
PUD and the prospective buyer to provide road access to the site, and that the Pend Oreille
County PUD will provide power lines at locations to be determined later.

Hypothetical Conditions
e The subject is appraised under the hypothetical condition that it is zoned Rural 40 (R-40).

Based on the analysis contained in the following report, my value conclusions are summarized as
follows:;

Value Conclusions

Component As Is
Value Type Market Value
Property Rights Appraised Fee Simple
Effective Date of Value July 12, 2017
Value Conclusion $250,000

Respectfully submitted,
Valbridge Property Advisors | Auble, Jolicoeur and Gentry, Inc.

Vicki K. Mundlin, MAI

Senior Managing Director

Certified General Real Estate Appraiser
Washington State License #1100856
vmundlin@valbridge.com

© 2017 VALBRIDGE PROPERTY ADVISORS | Auble, Jolicoeur and Gentry, Inc. Valbridge Job No.: ID01-17-0148-000



EXHIBIT L



7w

r——

N o N

il fb »’i:‘?'

REAL ESTATE PURCHASE AND SALE AGREEMENT

THIS REAL ESTATE PURCHASE AND SALE AGREEMENT (the “Agreement”) is made and entered
inw this 2151 day of August 2017. by and amomg Public Utility District No. | of Pend Orille
County, a municipal corporation (“Seller™), whose address 18 P.O. Box 190, Newport, WA 99156, and
HiTest Sand. Inc.. a Canadian corporation (“Purchaser™), whose address is Centre 104, 5241 Calgary
Trail, Unit 601, Edmanton, Alberta, T6H 5X6.

Secller is the owner of certain real property and desires to sell the property, and Purchaser desircs 10
purchase the property. upon the terms and condirions specified below. For and in consideration of the
Eamcst Money. and other good and valuable consideration. the receipt and sufficiency of which are
hereby acknowledged. and the mutual agreements between the partics contained berein, the partics hereto
agree as follows:

L SALE OF PROPERTY. Seller agrees 1o sell, and Purchaser agrees to purchasce. that cenain real
property, including any existing improvements, appurienances. casements. fixtures. hercditaments.
privileges and rights thereto, commonly described as:

Government Lot 2 of Section 30, Township 31 North. Range 46 East of the Willamene
Meridian: and the East haif of the Northcast Quarter of Section 25, Township 31 North,
Range 43 East of the Willamenc Meridian, all in Pend Orcille-County, Washington,
together with all improvements thereon and any and all righrs. casements and
appurtenances thereto;

And

Government Lots 3 and 4 in Scction 30, Township 31 North. Range 46 East of the
Willamette Meridian, Pend Oreille County, Washington.

And

Govemnment Lot |, Section 30, Township 3! Nonh:' ilangc 46 East of the Willamette
Meridian. Pend Oreilic County, Washington.

(hereinafier referred to as the “Property™).
2 PURCHASE PRICE AND METHOD OF PAYMENT

21 Determuinativn _uf' Purchase Price. Seller agrees to scll the Property to Purchaser for Three
Hundred Thousand and 00/100 U.S. Dollars ($ 300.000.00) (“Purchasc Price™).

22 Method o1 Pavmeni. Purchascr shall pay to Seller the Purchase Price in U.S Dollars. the Purchase
Pricc. less any credits for Deposits. shall be made by wire transfer at least 24 hours prior to Closing.
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23 Dypusits. ia) In consideration for the District's good faith negotiation of the Purchase Agreement
Purchaser has paid the District a non-refundable deposit of $25,000.00 (U.S. Dollars) upon mutual
execution of the Letter of Intem (*LOI Deposit™). Upon closing the LOL Deposit shall be credited toward
the Purchase Price. The LOI Deposit shall not be refunded. even if this Agreement is not accepted or is
tcrminated. (b) Purchascr shall deposit with the Closing Agent $100,000.00 (U.S. Dollars) within three
days after this Agreement is signed (“Eamest Money™). The Earnest Money shall become non-refundable
upon expiration of the Due Diligence Period. The Earnest Money shall be credited toward the Purchase
Price at Closing. If the transaction fails to close the Eamest Money. plus any accrued interest, shall be
promptly relcased to the District.

3 FINANCING CONTINGENCY. This Agreement is not contingent upon the ability of the Purchaser
to secure financing.

4 TITLE. Unless atherwise specified in this Agreement, title to the Property shall be marketable at
Closing. Rights, reservations. federal patents, covenants, conditions and restrictions, presently of record,
and easements and encroachments not materially affecting the value or unduly interfering with
Purchaser’s intended usc of the Property. shall not be deemed to render title unmarketable. Building, use,
or zoning restrictions. regulations. and provisions shall not be deemed cnvumbrances or be deemed to
render title unmarketable for purposes of this Agreement. Encumbrances o be discharged by Scller shall
be paid by Seller on or before Closing. Fee title to the Property shall be conveyed by Special Warranty
Deed.

5 TITLE INSURANCE. Seller shall. within fourteen (14) days of the date hercof, obtain and submit 1o
Purchascr, at the expensc of Seller. an ALTA standard form commitment for title insurance from Frontier
Title & Escrow Company, underwntten by First American Title Insurance Company in an amount not
less than the Purchase Price. The cost and expense of the comsmitment for utle insurance and the policy
of title insurance shalt be bome by Setler and pad at Closing from the procceds of Seller. Purchaser may
procure an extended coverage policy of title insurance and may increase the amount or scope of coverage
of the insurance as desired and available upon payment at Closing of the additional premium occasioned
thereby. The utle policy shall contain no exceptions other than those contained in said standacd form and
those not inconsistent with this Agreecment. If title is not insurable or marketable consistent with this
Agreement, despite Seller’s payment of monetary encumnbrances and best efforts 10 correct title defects
and make title so nsurable or marketable prior to Clesing, then Purchaser's sole clection shall be either to
waive such defects, or 1o terminate this Agrecment. Nothing in this provision shall diminish or affect any
covenants or warrantics given in any deed or other conveyance at Closing.

& PURCHASER'S DUE DILIGENCE. Commencing with the date of this Agreernent, and for a
period cnding August 25, 2017, whichever is sooner (the *Due Diligence Period™). Purchaser shall have
the nght to enter upon the Property at mutuajly agrecable and reasonable times for the purpase of
performing such examinations, inspections, investigations. surveys, analyses and tests as Purchaser may
deem appropnate, including determining the feasibility of the Property for the use proposed by Purchaser
and the environmental condition of the Property. Prior to performung any subsurtace testing, dnlling or
excavation of the Property. Purchaser will obtain Seller’s approval, which would not be unreasonably
delayed or withheld. All examinations. inspections. investigations, surveys, analyses. tests, work or other
performance undertaken by Purchaser shall be done at Purchaser's sale expense and solely for
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Purchaser’s benefit. Purchaser shall not be considered the agent of Scller for such purposes. Should this
Agrecment terminate Scller shall not be lisble to Purchaser for any expensc incurred by Purchaser during
the Due Diligence Period.

6.1 Purchaser’s inspection may ot be used by Purchaser to istroduce any matter other than a material
condition or defect previously undisclosed to and unknown by Purchaser.

Purchaser’s right o inspect and wvestigate the Property and verify items and conditions skall be
conclusively deemed satisfied unless. fiftcen days prior 1o expiration of the Due Diligence Period.
Purchaser gives written notice to Scller of all matenal condirion(s) and defec(s) which Purchaser
determines are unsatisfactory, If Purchase gives notice of any unsatisfaciory condition or defect Seller
may elect, in its sole discretion, to cooperate with Purchaser to correct the condition or defect. Any
agrecrnent of the partics in regard 1o the correction must be in writing and signed by the parties. The
Seller may condition its agreement to cooperate on the payment of an additional aon-refundable
deposil(s). If Seller does not agree to make any correction then Purchaser may either proceed to Closing
or terminate this Agreement prior to expiration of the Due Diligence Period.

Failure of the Purchaser to termunate this Agreement prior to the expiration of the Due Diligence Period
shall constitute Purchaser's acccptance of the Property in its “as-is”, “where-is,” “with all faults”
condition and the Eamest Money shall become non-refundable. This provision shall survive closing.

6.2 The Duc Diligence period shall not be extended. In the event Purchaser requests extension of the
Duc Diligence Period. it shall provide the Seller evidence of good cause for extension. at which nme the
Seller may. in its solc and unrestricted discretion, grant or deny the extension. The Seller may condition
the grant of an extension on the payment of an additional non-refundable deposit(s).

6.3 By closing this transaction, Purchaser specifically acknowledges that Purchaser has observed and
investigated the Property and bas reached Purchaser's own conclusions as to the adequacy. acceptability.
and suitability of the Property and surrounding area, and the feasibility and desirability of acquiring the
Property for Purchaser's intended usc, based solely on Purchaser’s examination.  Purchaser agrees that
no information provided from or through Seller affecting the Property constitutes a representation of fact,
and Purchaser is to independently verify all such information, including but not limited to the followng:
zoning, usc and proposed changes in zoning or us¢ of the Property and vicinity, taxation rate and tax
classification of the Property (including existence of any special use classificaton). covenants and
restrictions: utility districts: anticipated or proposed utility, septic, sewer installation or improvement
assessments and charges: schoal districts and their school names and locations: public or private nature of
roads serving the Property and by whom maintained; comers. boundary line locations, size. square
footage and dimensions of the Property and any improvements; or existence of termites and pests.

64 Purchaser shall hold harmiess, indemnify and defend Seller against any and all claims, causes,
damages. injury to person or property. licns, liability, and related expenses ansing out of or related to any
of the activitics of the Purchaser on the Property, including but not limited to the inspection of the
Property by Purchaser or Purchaser's employees. agents or contractors. and including but oot limited to
any environmental inspections, fests, or other examinations. In the event this transaction fails to Close
for any reason and Purchaser has disrupted or aliered the Property in any respect, Purchaser shall

Real Eswate Purchase und Sate Agreement
District-HiTest
Paye 3



immediately restore the Property as nearly as practicable w the condition it was in prior to Purchaser's
commencement of such inspections, tests. work or other performance.

7. “AS IS/WHERE IS" SALE.

7.1 Scller makes no representations or warranties of any kind whatsoever o Purchaser, except as
expressly set forth in this Agreement. Without limitation to the generality of the foregoing. Purchaser
acknowledges and agrees as follows:

11

That the Property is io be conveyed by Seller to Purchaser in “AS 1S/WHERE IS™
condition, with any and all faults:

That except as specifically se1 forth in this Agreement, the Selier has not made, does not
hereby make, and shall not make and expressly disclaims any represcotations,
warranties, promises, covenanls, agreements or guaranties of any kind or nawre
whatsoever, whether express or implied, oral or written, past or preseat, of, as to.
concerning or with respect 1o the Property, including, without limiting the generality of
the foregoing. the following: (1) the namre, quality or condition of the soil. water (if
any) or geology of the Property. (2) existing conditions of thc Property for any
particular purposc of development potential. (3) any income to be derived from the
Property. (4) the suitability of the Property for any and all activities and uses which
Purchaser or any other party may conduct thereon. (5) the compliance of the Property
with any laws. rules, ondinances. covenanis. conditions or resmictions of any
govemmental authority or any other person, (6) the habitability, merchantability or
fimess of the Propenty for any purpose, (7) whether or not any underground storage
tanks are or were located on. in or under the Property or any adjacent or other
propertics, (8) the design of any improvements located on the Property, (9) the nature
or quality of construction. structural design, and/or cngincering  of such improvements.
(10) the quality of labor and:or materials (including the composition thereof) used n
such improvements, (1 1) the condition of the Praperty with respect tv any materials or
substances which may now or hereafier be considercd by any govemmental authority or
any other person to be dangerous, explosive, flammable, infectious or otherwise
hazardous, andror (12) any other malters with respect 10 the Property. The disclaimer
made in subscction (11) above includes. without limitation any representations or
warrantics with respect 10 solid waste. as defined by the United States Environmental
Protection Agency regulations at 40 CFR Part 261 andior the disposal of solid waste;
and the cxistence of any hazardous substance as defined by the Comprehensive
Environmental Response Compensation and Liability Act of 1980. as amended. and the
regulations promulgated thereunder. as well as any comparable state or local laws,
ordinances, rules or regulations.

72 Purchaser hercby acknowledges and agrecs that Purchaser has the opportunity to inspect the
Property as Purchascr sces fit. and Purchaser shall rely sulely on such investigations and not on any other
information fumished by Scller in making Purchaser’s decision to purchase or not purchase the Property

Purchaser further

acknowledges and agrees that any informanon concerning the Property furmished by
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Seller was obtained trom a variety of sources and that Seller did not and is not required to make any
independent investigation or verification of any such information with respect to accuracy. compicteness
or any other matter, and Seller expressly disclaims any representations and warranties with respect to
such maners except a4 otherwise explicitly set forth in this Agreement,

73 Except for such rights of Purchaser as result from Seller’s contractual obligations hereunder,
from and after the Closing, Purchaser hereby assumes all risks associated with ownership of the Property
and any defects that may be located thereon or associated therewith of any type or nature whatsoever,
and Purchaser shall be solely responsible for and shall indermnify, protect, defend and hold Seiler harmless
from, all costs (including artorneys” fees and court costs), expenses and all other claims, demands, costs.
expenses, causes of action or other matters incurred in or associated with such owoership and with the
presence. removal or repair of any such defect; provided, however, the indemnity of Purchaser as set
forth in this Section shall not extend to any third party claims brought directly against Seller as a result of
an cvent which oceurred pror to Closing.

74 Purchaser acknowledges and agrees that the unconditional “as-is™ nature of this transaction s a
matenal inducement to Seller to enter into this Agreement and (o sell the Property to Purchaser at the
Purchase Price and upon the other terms and conditions set forth herein. As further consideration and
material inducement to Scller, Purchaser, on behalf of its principals, agents, successors and assigns, and
except as otherwise explicitly set forth in thus Agrecmeni, forever releases and discharges Seller snd
Seller’s officers. directors. sharcholders. principals. agenis. successors and assigns. from and against all
claims, causcs of action, losscs, costs. damages, liabilines. and expenses of any kind which Purchaser may
now or at any ame hereafter incur or realize in any manner from the Propeny. this Agreement. and or any
matter ansing therefrom or from the transactions contemplated by this Agreement.

& CLOSING AND POSSESSION: Upan demand, Purchaser and Seller will prompily deposit with
Frontier Title & Escrow Company. whose address is 121 N. Washington Ave., Newport. Washington,
99156 (the “Closing Agenr™). all instruments and monies required to complete the transaction in
accordance with this Agreement. The sale shall close on or before September 15, 2017 (the “Closing™),
which shall be the tme when all appropriate documents have been recorded and sale procecds, it any, are
available for disbursement to Seller. [n the event the transaction cannot close by the date specified due to
an occurrence that may be remedicd within a reasonable pedod of time, the parties may agree to extend
Clostng tor a reasonable penod of nme andior the period of time necessary to remedy the delaying
occurrence. such extension must be in writing signed by the parties. Closing shall not. however. be
cxtended beyond September 29, 2017 (the "Termiatton Date™), unless extension beyond this date is
agreed to by the parties in wnung. Purchaser shall be entitled to physical possession of the Property on
Closing.

9 CLOSING COSTS AND PRORATIONS: The Closing Agent's fees and other closing fees and
costs shall be shared equally betwcen Purchaser and Seller. unless limited by Jaw or regulation. Seller
shall pay any real estate excise tax. Taxes for the current year, if any, rear, interest, insurance, and water
and other utility charges or assessments constituting licns shall be prorated as of Closing.

it MATERIAL ALTERATION AND CASUALTY LOSSES: Scller shall use best efforts o
maintan the Property in its present condition until Purchaser is entitled to posscssion, but shall have no
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obligation to restore or repair any damage unlcss intentionally caused by Seller. [f improvements on the
Property. including timber or crops wncluded in the sale, are destroyed or materially damaged by fire or
other accidental casualty prior to Closing, or if Seller permits matenal adverse changes to eccur in the
Property for other reasons prior to change of possession, then Purchaser may elect to tcrminate this
Agrecment.

1L DEFAULT/TERMINATION: The solc remedy for breach of this Agreement shall be termunation,
and all Deposits shall be released by Closing Agent to Seller, except that Closing Agent may deduct from
the Deposit any costs or expenses it has inguersd prior to termination.

LN

Seller: - Purchaser: =

-
pe= J_J"
et ——

12 ASSIGNMENT: Purchaser’s rights or interests under this Agreement may not be assigned by
Purchaser without Seller's prior written consent, which consent is in Seller's sole and absolute discretion.

13 NOTICES. All notices or other communications which may be made pursuant to or which may be
necessary Or converiient in connecnon with this Agreement shall be in wniting and shall be made to the
parties 10 this Agreement at the addresscs that appear after cach party's name above (or al such address
as each may by wniten notice to the other designate) by personal service or by regular, certified or
registered mail. In the case of mailing. the weekday (except tegal holidays) afier the date of mailing shall
be deemed the dare of delivery. Notices may also be delivered by email. and shall be deemed delivered the
day it was sent if recesved before 5:00 p.m. Pacific Time on a weekday. otherwise it will be deemed
delivered the next weeckday (cxcept legal halidays).

M ENTIRE AGREEMENT. This Agrecment constitutes the entire  agreement  of the parties hercio
and no representation, inducement. pramise or agreement. oral or written. between the parties hercto
which is not embodicd hercin shall be of any force or effect. This Agreement shall also supersede any
prior agreements between the partics coneermung the Property.

¥ AMENDMENTS. No amendment to this Agreement shall be binding on any of the parties to this
Agreement unless such amendment s tn writing and gigned by all parties with the same formality as this
Agrecment is executed

6 SUCCESSORS AND ASSIGNS. The provisions of this Agreement shall be binding upon and inure
to the benefit of Purchaser and Seller and their respective heirs, cxecutors, administrators. successors,
assigns and the legal representatives of their estates.

17 NO WAIVER OF RIGHTS No filure of any party to exercise any pewer given such parmy
hereunder or to insist upon stict compliance by any other party to its obligations hereunder. and no
vustomn or practice of the partics in vanance with the terms hercof. shall constitute a waiver of any party's
right to demand exact compliance with the terms hercof

18 GOVERNING LAW AND CONSENT TO JURISDICTION: This Agreement. and all subsequent
contracts or agreements between the parties shall be govemed by, constructed. and interpreted n
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accordance with the laws of the United States of America, and the state of Washington, as applied to
contracts made and to be performed in the siare of Washington In the event any action is brought to
enforce any of the provisions of this Agreement. or any subscquent contract or agreement, each of the
partics agrec to be subject 1o the exclusive jurisdicnion in a Superior Court of the state of Washington or
the Lnited Stated District Court in the state of W ashington, and that the venue of any action shall lie in
Pend Oreille County. Washington, or the Eastern District of Washington, respectively.

B CALCULATHION OF TIME. If any time period specified herein expires on a Saturday. Sunday or
legal holiday, such time period shall be automatically extended through the close of business on the next
regular business day.

M COUNTERPARTS. Email transmission of any signed original document, and retransmission of any
signed emailed ransmission shall be the same as delivery of an original. At the request of cither party, or
the Closing Agent, the parnes will confirm email transmitted signatures by signing an original document.
This Agrecment may be signed in counterparts.

7L TIME IS QF THE E£SSENCE., Time is of the cssence as 1o all terms and conditions of this
Agreement.

22 ATTORNEYS' FEES. If Purchaser, Seller. or any real estate licensee or broker involved in this
transaction is involved in any dispute relating 10 any aspect of this transaction or this Agreement, cach
prevailing party shall recover their reasonable aftomeys” fecs. This provision shall survive Closing,

A CONFIDENTIALJTY: Seller and Purchaser cach covenants and agrees with the other that it will
use its best efforts. acuing 1n good faith, not to disclose or permit the disclosure of the existence or the
terms of the transaction contemplated herein, 10 any other person, without the other party’s consent.
Provided. however. Purchaser may disclose this transaction to Purchaser’s attorneys. consultants, or
lender. or as required by law or by any governmental agency. or reasonably believed by Purchaser’s
attorneys to be required by law: and provided further that Seller may disclose the transaction
contemplated herein to Scller’s attormeys, consultants or other agents or as required by law or by any
governmental agency. or reasonably believed by Seller's antorneys to be cequired by law.

i Purchaser: " Seller:
HiTest Sand. Inc. Public Uulity [Distmes

. -8 Jokn Carlson " By: Colin W illenbeils
. Its; Vice President lts: General Manaye:
== . =

s Pene Orerlle

Silica Investments, In¢

=
By: 1afin Carlson
Its: Vice President

== o
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AFN #20170329491
09/18/2017 at 03:37 PM
DOCTYPE: DEED # PAGES: 2

MARIANNE NICHOLS, AUDITOR, PEND OREILLE COUNTY, w,

FILED BY:
Filed for Record at Request of: FRONTIER TITLE AND ESCROW

Public Utility District No. 1 e Y

Of Pend Orcille County 2 b Unds oV
P.O. Box 190 Newport, WA 99156 # 093 T AL G
Exclse Tax og.f3sal Estate Sale
Amuu%gny $ g;_
Dave CL LY/ L7
" Treadurar

Pand O\rgHE County, Washington

By L Deputy
Grantor: Public Utility District No. 1 of Pend Oreille County
Grantee: HiTest Sand, Inc.

Abbreviated Legal Description: E1/2 NE1/4 25-31-45 & GL 1-4 30-31-46

SPECIAL WARRANTY DEED

THE GRANTOR, Public Utility District No. 1 of Pend Oreille County, a municipal corporation,
whose address is P.O. Box 190, Newport, WA 99156, for and in consideration of Three
Hundred Thousand and 00/100 Dollars ($300,000.00), and other good and valuable
consideration, in hand paid, grants, bargains, sells, conveys, and confirms to HiTest Sand, Inc.,
a Canadian corporation (“Grantee”), whose address is Centre 104, 5241 Calgary Trail, Unit
601, Edmonton, Alberta, T6H 5X6 the following described real estate, situated in the County
of Pend Oreille, State of Washington:

Parcel 1 (453125000005)
The East Half of the Northeast Quarter of Section 25, Township 31 North,
Range45, EW.M., Pend Oreille County, Washington,

Parcel 2 (463130010001)
Government Lot 1, Section 30, Township 31 North, Range 46 E-W.M., Pend
Oreille County, Washington.

Parcel 3 (463130020001)
Government Lot 2, Section 30, Township 31 North, Range 46, EEW.M., Pend
Oreille County, Washington.

Parcel 4 (463130500001)
Government Lots 3 and 4 in Section 30, Township 31 North, Range 46, E.W.M,
Pend Oreille County, Washington.

Subject to and reserving to the Grantor a perpetual easement and right to enter and install,
maintain, repair, rebuild, operate, and patrol underground electric power distribution lines over,



in, under, and through the west sixty feet of Parcels 1, as well as reasonable ingress and egress
across the parcels to reach the easement area.

The Grantor for itself and for its successors in interest do by these presents expressly limit the
covenants of the deed to those herein expressed, and exclude all covenants arising or to arise
by statutory or other implication, and do hereby covenant that against all persons whomsoever
lawfully claiming or to claim by, through or under said Grantor and not otherwise, will forever
warrant and defend the said described real estate.

L,
DATED this / f/ day of September, 2017.

STATE OF WASHINGTON )
) ss.
County of Pend Oreille )

I certify that I know or have satisfactory evidence that F. Colin Willenbrock is the person who
appeared before me, and said person acknowledged that he signed this instrument, on oath stated that
he was authorized to execute the instrument and acknowledged it as the General Manager of Public
Utility District No. 1 to be the free and voluntary act of such party for the uses and purposes mentioned
in the instrument.

GIVEN under my hand and official seal this /47 day of September, 2017.

§ 4 7 . ’ - e
: I. IH iy, ) " e

Notary Public in and for the State of
Washington, residingin 2, ’

My commission expires: —t S f

i
N <Y “.

g
e
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' :OP i AFN #20180331548
; 05/14/2018 at 10:56 AM

DOCTYPE: DEED # PAGES: 4
MARIANNE NICHOLS, AUDITOR. PEND OREILLE COUNTY, W)

FILED BY: WINSTON AND CASHATT
RETURN ADDRESS

[Public Utility District No. 1
lof Pend Oreille County

[P.0. Box 190 4+ 7524
|?\lewport. WA 99156 Excise Fax wa jjeal Estaie Sale

Amount $ -

Date - [H

Treasurer

gm Ile County, Washington
Document Title(s) mwf Deputy
Special Warranty Deed - re-record for scrivener error in easement reservation |

Reference Number(s) of Related Documents

(20170329491 |
Additional Reference #'s on page: i::‘

Grantor(s) (Last, First and Middie Initial)

Public Utility District No. 1
of Pend Oreille County

Additional Grantors on page: I:::]

Grantee(s) (Last, First and Middle Initial)

ﬁTest Sand, Inc. J r l
I |

| |
Additional Grantees on page: I::

Legal Descr iption (abbreviated form: i.e. lot, block, plat or section, township, range, quarter/quarter)

E1/2 NE1/4 25-31-45 & GL 1-4 30-31-46

Additional legal is on page : :

Assessor's Property Tax Parcel/Account Number

[4531 25000005, 463130010001, 463130020001, 463130500001 l
Additional parcel #sonpage: [ |

The Auditor/Recorder will rely on the information provided on this form. The staff will not read the document to verify the accuracy or
completeness of the indexing information provided herein.




AFN #20170329491
09/18/2017 at 03:37 PM
DOCTYPE: DEED # PAGES: 2

MARIANNE NICHOLS, AUDITOR. PEND OREILLE COUNTY, W,

. FILED BY: FRONT] i
Filed for Record at Request of: ER TITLE AND ESCROW

Public Utility District No. 1
Of Pend Oreille County
P.O. Box 190 Newport, WA 99156

# 93
Excise Tax w
A Paig §
D:::u%e)% ? ..r’ Viw 4

Teadurer
Pend DrgHE_(;punty. Washington
By oL Deputy
Grantor: Public Utility District No. 1 of Pend Oreille County
Grantee: HiTest Sand, Inc.

Abbreviated Legal Description: E1/2 NE1/4 25-31-45 & GL 1-4 30-31-46

SPECIAL WARRANTY DEED

THE GRANTOR, Public Utility District No. 1 of Pend Oreille County, a municipal corporation,
whose address is P.O. Box 190, Newport, WA 99156, for and in consideration of Three
Hundred Thousand and 00/100 Dollars ($300,000.00), and other good and valuable
consideration, in hand paid, grants, bargains, sells, conveys, and confirms to HiTest Sand, Inc.,
a Canadian corporation (“Grantee”), whose address is Centre 104, 5241 Calgary Trail, Unit
601, Edmonton, Alberta, T6H 5X6 the following described real estate, situated in the County

of Pend Oreille, State of Washington:

Parcel 1 (453125000005)
The East Half of the Northeast Quarter of Section 25, Township 31 North,
Range45, E.W.M., Pend Oreille County, Washington.

Parcel 2 (463130010001)
Government Lot 1, Section 30, Township 31 North, Range 46 E.W.M., Pend

Oreille County, Washington.

Parcel 3 (463130020001)
Government Lot 2, Section 30, Township 31 North, Range 46, E-W.M., Pend

Oreille County, Washington.

Parcel 4 (463130500001)
Govermnment Lots 3 and 4 in Section 30, Township 31 North, Range 46, EW.M,

Pend Oreille County, Washington.

SEE EXHIBIT A ATTACHED FOR EASEMENT RESERVATION.

Bubliggt/up /ahd bseting Adf e/ Grahtor/o peapeindl dobdubéut/ahd/ght Ad /it Afd Adstall,
ynsintain/repaty, rebuild /oneraty, and patrol iidetgpound letticHopey disntibnyign lngsoney,



in/yinder.and Ateongly the syesy sixty Aot of Pavcels A4 ds well Ay yeasqnableingress/and cyesy
gcross Arepargely tomeach/the gasement/argy.

The Grantor for itself and for its successors in interest do by these presents expressly limit the
covenants of the deed to those herein expressed, and exclude all covenants arising or to arise
by statutory or other implication, and do hereby covenant that against all persons whomsoever
lawfully claiming or to claim by, through or under said Grantor and not otherwise, will forever

warrant and defend the said described real estate.

A
DATED this _/ f/ day of September, 2017.

STATE OF WASHINGTON )
) ss.

County of Pend Oreille )

I certify that I know or have satisfactory evidence that F. Colin Willenbrock is the person who
appeared before me, and said person acknowledged that he signed this instrument, on oath stated that
he was authorized to execute the instrument and acknowledged it as the General Manager of Public
Utility District No. 1 to be the free and voluntary act of such party for the uses and purposes mentioned

in the instrument.

GIVEN under my hand and official seal this _/ i’ day of September, 2017.

vl iy, / / - MIA// -
Y "‘.,1 l.r . ’1}’1 _( W/jt/ﬁ-—m—-/ -

Sef S S Notary Public in and for the State of

SIS o e Washington, residing in _“2; '

=R AG My commission expires: Tt S~ ?
:--:I m —




EXHIBIT A

Subject to and reserving to the Grantor a perpetual easement and right to enter,
maintain, repair, rebuild, operate, and patrol the existing underground electric
power distribution lines over, in under and through a right-of-way 15 feet in width
being 7.5 feet on either side of the boundary line between Parcels 2 and 3 and
extending south through Parcel 4 to the southern boundary of Parcel 4, as well as
reasonable ingress and egress across the parcels to reach the easement area.
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Pend Oreille County Public Utility District

Administrative Offices - PO Box 190 ¢ Newport, WA 99156 ¢ (509) 447-3137 ¢ FAX(509) 447-5824
Box Canyon Hydro Project - P.O. Box 547 ¢ Tone, WA 99139 ¢ (509) 446-3137 ¢ FAX (509) 447-6790

FOR IMMEDIATE RELEASE Media Contact: Kenna Tornow
September 19, 2017 ktornow@popud.org / 509-447-9328

PUD Sells Property to HiTest Sands, Inc.

Newport, WA — The Pend Oreille County Public Utility District sold its south Newport property to HiTest
Sands Inc. for $300,000.

The PUD has not yet received an official request for utility service since HiTest acquired the land. If the
energy intensive project were to move forward, the PUD would begin a comprehensive feasibility
analysis on existing and new infrastructure. The parties would also need to negotiate a formal power
contract.

“As a publicly owned entity it is important that we do our due diligence for our customers,” said Colin
Willenbrock, PUD General Manager. “The feasibility study will give us a better understanding of HiTest's
requirements and our ability to properly serve them without impact to our other customers.”

The PUD purchased the 172.47 acre property in 1995 with a plan to build a gas turbine generating
facility. The plan was eventually abandoned and the land was managed for timber until March 2016
when the Board of Commissioners declared the land surplus to its needs.

“The PUD is constantly planning for the future needs of our customers and our communities,” said
Willenbrock. “At the time, there was a view that we needed to build additional cost-effective
generation and there is no longer a need for generation or the lands.”

The land was publicly advertised for sale on August 31 and September 7, 2016 and no bids were
received. HiTest then began investigating potential sites in south Pend Oreiile County in April 2017
after efforts stalled at several sites in Usk, Washington and Addy, Washingtaon. HiTest identified the
PUD’s south Newport property plus an adjacent 13 acres owned by Pend Oreille County as a potential
site and has been doing due diligence for the last several months.

In June 2017, the PUD officially acquired the adjacent county property with the intent to sell the entire
package to HiTest. The PUD Board of Commissioners authorized the sale of the land to HiTest at the

appraised price and that process closed on September 19.

About Pend Oreille County Public Utility District
Pend Oreille PUD was established in 1936 and commenced operations in 1948. The District’s reporting

entity consists of four primary component units, or operating systems. The Electric System distributes
electricity to residential and other consumers in Pend Oreille County. The Box Canyon Production



Pend Oreille County Public Utility District

Administrative Offices - PO. Box 190 ¢ Newport, WA 99156 ¢ (509) 447-3137 ® FAX(509) 447-5824
Box Crayon Hydro Project - PO. Box 547 ¢ Tone, WA 99139 * (509) 446-3137 * FAX (509) 447-6790

System produces hydroelectric power from the Box Canyon Hydroelectric Project. The Water System
consists of nine individual water distribution subdivisions. The Community Network System supplies
wholesale broadband communication services. For more information visit: http://popud.org/.

it
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Hi Test Press Release
October 3, 2017

PRESS RELEASE
Date: October 3, 2017
From: Pend Oreille County Commissioners

Contact: Gregg Dohrn, Pend Oreille County Hi Test Project Manager
Phone: 206-679-7507 Email: greggdohrn@comcast.net

Pre-construction permitting process for silicon
production facility near Newport Washington begins

Newport, Wash. - A Canadian company, HiTest Sand, Inc, formally started the
application process for permits necessary to build a $325 million silicon production
facility south of Newport on Monday, October 2.

This milestone, along with their recent purchase of 192 acres a few miles south of
Newport establishes their commitment to build here, announced the Pend Oreille

County Commissioners.

Top HiTest executives began a week of meetings with state and local officials from
Washington and Idaho.

Gregg Dohrn, Pend Oreille County’s HiTest Project Manager, said that in the
discussions leading up to this announcement they have identified the state and local
permits and approvals that must be obtained before construction can begin. Dohrn
said with this formal announcement the County will now determine more specifically
what information must be submitted and when the opportunities for public review
and comment will occur. He estimates the application and review process could take
at least a year. Construction would require two more years.

During the past year, HiTest had explored several location options. They also hired a
company to make air dispersion models for their facility that will be necessary during

the permitting process.

“HiTest intentially has kept a low profile,” said Jayson Tymko, president of the
Edmonton, Alberta, based company. “Our management’s approach to business is not
to create false expectations. Now that we have chosen a site, we have begun the
necessary steps to incorporate a Washington state entity as well as open a local

office.”

John Carlson, vice president, said they plan to be part of the community for a long
time. Part of the reason they have taken so long to begin specific discussions with the



Hi Test Press Release
October 3, 2017

community about their plans was so they could complete studies to ensure the
project’s economic feasibility.

“We intend on having many public consultations and open houses to discuss our
plans and listen to the resident’s feedback,” Carlson said. “We have completed
preliminary layouts, and are now proceeding with validating these plans with
recently completed geotechnical, access road and environmental studies.

The basic requirements will include compliance with the Washington State
Environmental Policy Act (SEPA), Dohrn said. In addition, the Washington State
Department of Ecology will require an extensive assessment of the emissions from
the facility. This is to determine whether the facility can meet the national air quality

standards of the Clean Air Act.

Carlson said they are currently running dispersion models up to 350 miles from their
site and are within the Washington State air emissions standards. They have studied
the wind data over the past 3 years. The studies also analyze visibility of dispersion.

Pend Oreille County will require a conditional use permit for the development of the
site as well as building permits. HiTest purchased the undeveloped 192 acres from
the Pend Oreille County Public Utility District who had purchased most of the
property in anticipation of building a gas powered electrical generating facility back
in the 1980's.

These county permits will assess: how materials will be shipped in and out of the site;
how employees will travel; and how services like sewer and water will be provided.
They will also ensure that appropriate measures have been taken so that there is no

threat to ground or surface waters.

Colin Willenbrock, PUD general manager, said, “Now that HiTest has officially
purchased property in the County, we will work with them on a formal request for
service at the site and the execution of a collateral agreement to fund the necessary
engineering analysis for power delivery.” He said the analysis is a multi-party process
involving our staff, neighboring Avista and the Bonneville Power Administration.

The District will also need to begin negotiating a long-term power supply agreement
with sufficient financial security, Willenbrock said.

“Economic development projects of this scale generally start with the PUD,”
Willenbrock said. “Our Commissioners and highly qualified staff take a lot of pride in
helping any new customer.”

HiTest has projected that the facility will require 105 megawatts of electricity a year.
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HiTest said they plan to employ 150 at the facility with an estimated plant life that
exceeds 50 years. They estimate up to 400 will be employed for construction.

Pend Oreille County Commissioner Mike Manus said the positive economic impact on
the county would be significant especially at this time when it is struggling. He said
he believes that HiTest will be a good member of the community.

“We need a diverse economic base that will support young families and give us a more
sustainable future,” said Karen Skoog, Pend Oreille County Commissioner. “I believe
our community’s commitment to a rural way of life and the environment will make
additional development reasonable and low impact.”

Pend Oreille County Commissioner Steve Kiss said that this project will have
economic benefits throughout the region. “We look forward to working with our
regional partners in Bonner, Stevens, Kootenai, and Spokane County to maximize the

benefits from this unique opportunity,” Kiss said.

At their Horse Creek Quartz mine, HiTest Sand Inc. currently operates a seasonal
quarry for a variety of industrial uses. The company originally evaluated the deposit
for an alternate industrial use.

They started plans for a silica metal plant in Golden, British Columbia, based on the
high quality of the quartz discovered. The low electricity rates and business friendly
Washington State enabled HiTest to move the plans for a production facility to

Newport.

It is anticipated that the raw material will be transported to the Newport facility by
rail and/or by truck on designated heavy load routes through Bonner County, Idaho.

Silicon metal is used in the production of many products in the growing “green”
technology industries including the making of aluminum, the production of solar
panels and computer chips and components. Silicon metal is made from the reaction
of silica (silicon dioxide, $i02) and carbon materials like charcoal, coal and wood

chips.

This state-of-the art facility, which the company said they would be explaining in
detail as the permitting process advances, is considered environmentally friendly

without toxic chemicals or air quality issues.
“Our plans are to hire as many local residents as possible,” Tymko said.

But they will also have some of the top experts in the field. One of them is Jim May
their chief operating officer. He was president and CEO of Dow Corning Silicon Energy
Systems. Where he grew their silicon metal business from $50 million to $300 million
over a five-year period. He will be a key member of their expert team during

3
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construction and startup.

The Washington Department of Commerce has designated this a Project of Statewide
Significance and awarded HiTest a $300,000 grant to offset study costs to date. The
Governor's office, Commerce staff and our state legislators have been involved and

helpful from the beginning, said Dohrn.

“While we can see the potential for significant economic benefits, we understand that
with tremendous opportunity comes tremendous responsibility, and we are ready to
meet that challenge,” said Dohrn.

The County Commissioners have established an Executive Committee of local elected
officials to provide coordination throughout the permitting process. Elected officials
representing the City of Newport, the PUD, the Port of Pend Oreille, Bonner County,
and the Kalispel Tribe, as well as the Chair of the Pend Oreille County Economic
Development Council have been invited to participate.

The Commissioners have also established a staff coordinating committee to ensure
that the staff from all of the local agencies that may be directly or indirectly involved
are working closely together. This coordination is focused not only on permitting but
also to make sure that the community will take full advantage of the economic
development opportunities. This will include specific workgroups to address such
topics as housing needs and opportunities, workforce development, and contracting

opportunities.
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December 13, 2017

Colin Willenbrock

Pend Oreille County PUD
PO Box 190

Newport, WA 99156

Re:  Cost Reimbursement Agreement (Agreement) and election for the Line and Load
Interconnection Request (LLIR)

Dear Mr. Willenbrock,

This letter is to formalize Silica Investments, Inc. (SI) LLIR election. In the District’s October
17", 2017 letter, Ms. Gentle detailed three options for the Bonneville Power Administration’s

LLIR study process.
These options were:

1. Submit request for 105 MW of capacity
a. New request would be needed for incremental 105 MW capacity in the future
2. Submit request for 210 MW of capacity
a. If significant time elapses between the phases, additional studies may be needed
b. Solutions for 105 MW of capacity will not be studied
3. Submit request for 105 MW of capacity and 210 MW of capacity
a. This would require two independent studies and separate payments
b. All options would be explored and quantified to assist in decision making

As discussed via phone and email, ST has elected Option 3 above. If you have any questions,
please do not hesitate to contact me.

—

Very truly yours, . - i

szﬁnnﬁf 7

President
Silica Investments Inc / HiTest Sand Inc

Cc: Jim May
John Carlson
Amber Orr
Kimberly Gentle
April Owen



COST REIMBURSEMENT AGREEMENT

This COST REIMBURSEMENT AGREEMENT (“Agreement”) is entered into this 13th
day of December, 2017, by and between the Public Utility District No. 1 of Pend Oreille County,
Washington (“District”), a municipal corporation of the State of Washington, and Silica
Investments, Inc. a silicon smelter facility, incorporated on December 12, 2012 as an Alberta
Corporation (“SI”).

WHEREAS, by a letter dated April 18, 2017, SI requested power services from the
District, to be delivered at a site located within Pend Oreille County, and capable of serving a
smelting load of 105 MW capacity operated at a 98% load factor with the potential for a second
105 MW expansion phase for a total load of 210 MW; and

WHEREAS, SI purchased more than 180 acres just south of Newport, Washington on
September 19, 2017 for the project; and

WHEREAS, delivery of power services to a 105 MW or 210 MW capacity smelting load
operated at a 98% load factor and with minimal interruptions will require modification of
existing transmission and delivery infrastructure, and the construction of new transmission and
delivery infrastructure, on the systems of the District and the Bonneville Power Administration
(“BPA”) and Avista Utilities, Inc. (“Avista”); and

WHEREAS, prior to commencing construction of the modifications and the new
transmission and delivery infrastructure, the District, Avista and BPA must undertake detailed
studies and related activities to ensure that the modifications to existing transmission and
delivery infrastructure, and the construction of such new infrastructure, will be sufficient to
provide the delivery service requested by SI while maintaining the current level of service to
others presently served and to be served in the future by the District, Avista and BPA systems;

and

WHEREAS, the District as a non-profit municipal corporation has adopted certain
policies in order to ensure prudent risk management, cost recovery, and various rate class
protections; and

WHEREAS, the District’s Line Extension Policy was approved by Board Resolution No.
1366 and effective April 1, 2014, and subsequently revised August 2, 2016, requires that line
extension fees for all large industrial applicants over 500 kVA capacity be separately negotiated
with the District and accompanied by a negotiated power contract (Fee Schedules §2.1.3); and

WHEREAS, in order to meet the District’s Line Extension Policy and initiate and
complete the detailed studies and related activities in a timely fashion so as to allow SI to
construct the proposed smelter and commence operations on the schedule proposed by SI, the
District and SI desire to enter into an agreement to facilitate the timely funding to these activities

by SIL

NOW, THEREFORE, based on the mutual obligations and consideration contained
herein, the receipt and sufficiency of which is hereby acknowledged, the District and SI agree as

follows:



1. Agreement to Pay. SI agrees to pay and hold the District harmless from any and
all costs (including costs that are both internal and external to the District) incurred by the
District in its review, study and planning related to SI’s request for service and/or the possible
provision of electrical service by the District for the proposed smelter to be located within Pend
Oreille County, Washington. Such costs include, but are not limited to, engineering and system
planning costs, project management costs, operational study costs, right of way acquisition costs,
design and projection costs, environmental planning and study costs, BPA study costs, legal fees
and costs, and contract development costs (collectively, “Study and Planning Costs”). Such
review, study and planning activities related to SI’s request for service will develop, among other
matters, facility additions and modifications to the District and BPA systems needed to serve the
proposed SI smelter load. The District shall first use the Initial Deposit (identified below in
paragraph 2) to pay or reimburse any Study and Planning Costs, but SI shall be fully responsible
for the payment of any Study and Planning Costs that are in excess of the Initial Deposit and/or
any Additional Deposits made by SI under paragraphs 2 or 3 below.

2. Initial Deposit and Secondary Deposit. Contemporaneously within SI's
execution and delivery to the District of this Agreement, SI shall also deliver to the District a
security deposit in the amount of Two-Hundred and Fifty Thousand Dollars (US$2500,000.00)
(the “Initial Deposit”). An Additional Two-Hundred and Fifty Thousand Dollar Deposit
(US$2500,000.00) shall be delivered on or before February 1, 2018 (the “Secondary Deposit™) .
A third deposit of Five Hundred Thousand Dollars (US$500,000.00) shall be delivered on or
before July 1, 2018 (the “Third Deposit”). The Initial Deposit, Secondary Deposit, Third
Deposit and any Additional Deposits required hereunder, shall be deposited by the District into a
separate, non-interest bearing account segregated from all other District funds. The Initial
Deposit, Secondary Deposit, and any Additional Deposit(s) made under paragraph 3 below, are
for the purpose of funding Study and Planning Costs, and are not pre-paid amounts for energy or
demand. SI shall receive no credit on any future power bill from the District for amounts
deposited or expended under this Agreement. The District’s receipt of SI's request for service,
Initial Deposit, Secondary Deposit and/or Additional Deposit(s) in no way indicates, ensures the
availability of, or obligates the District to provide service to SI’s proposed smelter at any
location within Pend Oreille County or otherwise, nor does such receipt indicate or obligate the
District to provide service at any published or non-published rate.

3. Exhaustion of Security Deposit. In the event the Initial Deposit and Secondary
Deposit is exhausted in accordance with the terms of this Agreement prior to the completion and
payment of all Study and Planning Costs, or in the event the District reasonably projects that the
Initial Deposit, Secondary Deposit and/or any Additional Deposit(s), will be exhausted in ninety
(90) days or less, the District may require SI to provide deposits of one or more additional
amount(s) as determined by the District to be sufficient to complete and pay for all Study and
Planning Costs (“Additional Deposit(s)”). Such request by the District to SI will be made in
writing and specify the amount of the Additional Deposit required, and the Study and Planning
activities that remain to be completed. SI agrees to make such Additional Deposit(s) as specified
herein. Following the District’s written request to SI for Additional Deposit(s), the District shall
be under no obligation to continue Study and Planning activities until SI makes such Additional



Agreement, and after payment of all Study and Planning Costs to the District’s sole satisfaction,
the District shall provide SI with an accounting of any balance remaining of the Initial Deposit
and/or any Additional Deposit(s). In the event that SI determines not to proceed with the
construction of electrical infrastructure needed to serve SI’s proposed smelter in Pend Oreille
County, then SI will provide the District with written evidence of such election. In that event, any
such amounts remaining of the Initial Deposit and/or any Additional Deposit(s) will be returned
to SI. In the event that SI proceeds with the construction of the electrical infrastructure needed to
serve SI’s proposed smelter in Pend Oreille County, then any such amounts remaining of the Initial
Deposit and/or Additional Deposit(s) shall be used to fund, in whole or in part, such electrical
infrastructure construction. Nothing in this Agreement shall be construed as to prohibit the District
from requiring or imposing new or additional security deposits for any other purpose related to
providing the electrical service requested by SI.

5. Termination. Either the District or SI may terminate this Agreement upon written
notice of such termination to the other party, which notice will state a termination date no less than
thirty (30) days after the date of such written notice. In the event of such termination, the District
shall return to SI any balance remaining from any Deposit and/or any Additional Deposit(s) made
pursuant to this Agreement, but only upon the District’s determination that all Study and Planning
Costs have been paid. SI’s obligations hereunder shall survive termination of this Agreement.

6. Invoices. The District will periodically, but no less frequently than once each
quarter, provide SI with copies of the invoices that the District has paid using funds from the Initial,
Secondary and/or any Additional Deposits.

7 No Rights to Studies, Engineering Documents, Facilities or Components. The
payment by SI of any Initial and/or Additional Deposit(s) pursuant to this Agreement does not
entitle SI to any rights in, or in respect of, the studies, engineering documents, facilities or
components related to the Study and Planning activities of the District or BPA that are funded
pursuant to this Agreement,

8. Disclaimers. The District disclaims any and all warranties for any activities
conducted pursuant to this Agreement, and neither the District nor SI will be liable to the other for
incidental or consequential damages related to any claim arising out of this Agreement.

9. Choice of Law and Venue. This Agreement shall be construed and enforced in
accordance with the Laws of the State of Washington, United States of America. The District and
SI acknowledge and agree that any action to interpret or enforce this Agreement or any terms and
conditions thereof shall be subject to the exclusive jurisdiction of the United States District Court
for the Eastern District of Washington and the District and SI each hereby submits to the
jurisdiction of said court for such purposes.

10.  Term. Except for those provisions of this Agreement that are expressly preserved
herein, this Agreement will expire and be of no further force and effect upon the completion and
payment of all Study and Planning Costs, unless the Agreement is earlier terminated pursuant to
paragraph 5 hereof.



11.  Entire Agrecment. This Agreement embodies the entire agreement between the
District and SI, all other agreements, oral or written, are hereby merged into and superseded by
this Agreement. There are no other agreements which modify or affect the terms hereof. No
amendment hereto shall be binding unless the terms thereof are in writing signed by both the
District and SI. No verbal or other agreements modify or affect this Agreement.

12. Binding Effect. This Agreement shall be binding upon the District and SI, and
their heirs, successors, executors, administrators and assigns.

13.  Assignment. Neither the District nor SI shall assign nor transfer this Agreement
nor any rights hereunder without the prior written consent of the other.

14.  Notices. All notices which may be required pursuant to the terms hereof are to be
in writing and delivered personally to the party to receive the same or mailed by regular mail,
postage prepaid, to the address specified below. All notices shall be deemed served upon delivery
thereof or five (5) days following deposit of the notice in the U.S./Canada mails as required herein.

Notice to District: Kimberly Gentle, Director Power and Risk Management
130 N. Washington
Newport, WA 99156

Notice to SI: Jayson Tymko, President

5241 Calgary Trail, Suite 601
Edmonton, AB T6H 5G8

Public Utility District No.1 of Pend Oreille County, Washington

ByW

Name: Colin Willenbrock

Title: General Manager
Date: /Y zo(¥

Silica Investments Inc. .-
(—‘ \\ 2

By: \f(\f"(_m- /}4/
Namel-\; N A I

Title: f-‘afr’j, ‘c.‘f.w’i

Date:  Veo 13/19
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Pend Oreille County Public Utility District

Administrative Offices - P.O. Box 190 ¢ Newport, WA 99156 * (509) 447-3137 ¢ FAX (509) 447-5824
Box Canyon Hydro Project - P.O. Box 547 ¢ Ione, WA 99139 ¢ (509) 446-3137 ¢ FAX (509) 447-6790

FOR IMMEDIATE RELEASE Media Contact: Kenna Tornow
December 18, 2017 ktornow@popud.org / 509-447-9328

HiTest Requests PUD Move Forward with Studies

NEWPORT, WA — On December 13 Silica Investments, Inc., the parent corporation to HiTest Sand,
Inc., submitted a formal request for power service to Pend Oreille Public Utility District. The request
included a cost reimbursement agreement with an associated deposit for system studies and engineering
work necessary for power deliveries to the proposed facility south of Newport.

With a load of this size, the Bonneville Power Administration (BPA) requires feasibility, impact and
facilities study’s to determine any potential effect to neighboring utilities and the overall power grid. The
PUD also will complete the necessary engineering and project planning to determine the feasibility and
the facilities necessary to deliver power to the proposed HiTest facility. The study process is anticipated
to take approximately six months to complete.

“BPA’s system impact study is really the first step toward determining if and how HiTest could connect
to the system,” said Colin Willenbrock, PUD General Manager. “HiTest has committed to paying the
costs associated with the feasibility analysis.”

HiTest paid a security deposit of $250,000 to commence with the necessary planning and study process.
A second deposit is due before February 1, 2018 in the same amount. A third deposit of $500,000 is due
before July 1, 2018. The funds will be used to cover all study fees and associated planning costs and will
be held in a separate, non-interest bearing account segregated from all other PUD funds. Additional funds
would be required for actual construction of any facilities and/or infrastructure.

About Pend Oreille County Public Utility District

Pend Oreille County Public Utility District was established in 1936 and began operations in 1948. The PUD
is governed by three locally elected Commissioners. A General Manager and staff operate the utility within
policies set by the Board of Commissioners. The PUD has four operating systems: The electric system
distributes electricity to the county, the production system produces power from the Box Canyon
Hydroelectric Project, the water system consists of nine individual water distribution subdivisions, and the
community network system provides wholesale broadband communication services. For more information

visit: http://popud.org.
H#



EXHIBIT S



RESOLUTION NO. 1411

A RESOLUTION OF PUBLIC UTILITY DISTRICT NO. 1 OF PEND OREILLE COUNTY
AFFIRMING THE PURCHASE AND SALE OF PARCEL NO. 19182.

WHEREAS, Public Utility District No. 1 of Pend Oreille County (the “District”) surplused
District lands with Parcel Nos. 17036, 19183, and 19193 (“District Properties”) on March 15,

2016; and

WHEREAS, the District advertised the surplused District Properties for sale on August 31,
2016, and September 7, 2016, and

WHEREAS, the District did not receive any bids for purchase; and

WHEREAS, the District received inquiry and request for electric service from HiTest
Sands, Inc. (“HiTest”), on April 18, 2017; and

WHEREAS, HiTest desired to purchase a parcel of land owned by Pend Oreille County
described as:

Government Lot 1, Section 30, township 31 North, Range 46 E.W.M., Pend Oreille
County, Washington.

(the “County Parcel™); and

WHEREAS, the District had previously installed underground distribution lines on, along,
and through the western portion of the County Parcel and the District’s Property; and

WHEREAS, the District determined that an easement for the existing underground electric
power distribution lines through the County Parcel and extending south through the District
Property to the southern boundary of the District Property is necessary and shall be reserved for

the benefit of the District; and

WHEREAS, the District signed a tentative Letter of Intent and received earnest money
from HiTest on April 25, 2017; and

WHEREAS, the District signed a revised Letter of Intent on June 13, 2017; and

WHEREAS, the District sent a draft Purchase Agreement to HiTest on June 16, 2017; and



WHEREAS, the District sought to acquire the County Parcel from Pend Oreille County to
reserve an express easement for an existing underground distribution line; and

WHEREAS, the District received notice of the County’s authorization to sell the County
Parcel at the tax assessed value on June 20, 2017; and

WHEREAS, the County Parcel, once subject to the easement, was unfit to be used in the
operations of the District’s system, and thus was no longer necessary or useful in the District’s

operations; and

WHEREAS, during the regularly scheduled meeting of the District, held August 1, 2017,
the attending public was given the opportunity to be heard on the matter of the sale of the District

Properties and County Parcel to HiTest; and

WHEREAS, after extensive discussion, the District’s Board of Commissioners determined
the County Parcel, once subject to the easement, to be surplus to the District’s needs and that it
should be sold for its fair market value; and

WIIEREAS, in unanimously adopting Resolution No. 1399, the District’s Board of
Commissioners expressed its intent to sell the four-parcel package (Parcel Nos. 17036, 19183,
19193, and 19182) following final appraisal and due diligence to HiTest; and

WHEREAS, the District did purchase and receive title to the County Property by a tax title
property deed recorded August 2, 2017; and

WHEREAS, the District contracted with Valbridge Property Advisors to render an
independent appraisal of the fair market value of the District Properties and the County Property;
and

WHEREAS, Valbridge Property Advisors appraised the four-parcel package at $250,000;

WHEREAS, the District and HiTest executed a Real Estate Purchase and Sale Agreement
on August 21, 2017, for the District Properties and the County Property for a total purchase price
of $300,000; and

WHEREAS, the District executed and recorded a Special Warranty Deed for the sale of
the four properties to HiTest on September 18, 2017; and

WHEREAS, the District subsequently recorded a corrected Special Warranty Deed for the
sale of the four properties to HiTest on May 14, 2018, correcting the express easement reservation;

NOW, THEREFORE, BE IT RESOLVED by the Board of Commissioners of Public
Utility District No. 1 of Pend Oreille County, that the Board hereby affirms and ratifies the
District’s purchase of the County Property; the determination that such County Property was



surplus to the District’s needs after reserving an express utility easement; and the sale of the County
Property, along with the District Properties, to HiTest.

UNANIMOUSLY ADOPTED this 15" day of May, 2018.

BOARD OF COMMISSIONERS
PUBLIC UTILITY DISTRICT NO. 1
OF PEND OREILLE COUNTY,
WASHINGTON

w )4 P

Richard A. Lafson, Secretary

ATTEST:

\2»0-\\,\\%

Clerk of the Board
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SUPERIOR COURT OF WASHINGTON
IN AND FOR SPOKANE COUNTY

RESPONSIBLE GROWTH *NE WASHINGTON,;
CITIZENS AGAINST NEWPORT SILICON
SMELTER; THEODORE & PHYLLIS KARDOS;
DENISE D. TEEPLES; GRETCHEN L. KOENIG;
SHERYL L. MILLER; JAMES W. & ROSEMARY
CHANDLER; and PAMELA BYERS LUBY,
Petitioners-Plaintiffs,
V.

PEND OREILLE PUBLIC UTILITY DISTRICT
NO. 1; PEND OREILLE COUNTY; and HITEST
SAND, INC.,

Respondents-Defendants.

I, PAMELA S. MILLER, declare as follows:

No. 18-2-02551-1

GR 17 DECLARATION OF
ELECTRONIC SIGNATURE RE:
DECLARATION OF F. COLIN
WILLENBROCK IN SUPPORT OF
DISTRICT’S MOTION FOR
SUMMARY JUDGMENT

I received the foregoing “DECLARATION OF F. COLIN WILLENBROCK IN SUPPORT

OF DISTRICT’S MOTION FOR SUMMARY JUDGMENT” via email on September 25, 2018,

consisting of 91 pages, including this declaration and exhibits, and that it is complete and legible.

I declare under penalty of perjury under the laws of the state of Washington that the

foregoing is true and correct.

EXECUTED at Spokane, Washington, this 19" day of October, 2018.

PAMELA S. MILLER, Legal Assistant

531671711

GR 17 DECLARATION OF ELECTRONIC SIGNATURE RE: FOSTER PEPPER PLLC
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