INVITATION FOR OFFERS

FOR
LEASE
GOVERNMENT REAL AND RELATED PERSONAL PROPERTY

NAME OF PROPERTY ST. JAMES TERM NAL & DOCKS( CAPLI NE SYSTEM

One Hundred Fifty-Three acre, St. Janes
Marine Term nal and Docks are | ocated at m | epost 158 on the
M ssissippi River, 45 mles west of New Ol eans, Louisiana. This
| ease excludes the use of the Bayou Choctaw and Weks |sland pig
traps. Attached are the St. Janmes Marine Termnal Facility

Description brochure dated 2001, Part | — Lease Provisions, and
Part Il — Governnent Q| WMovenent Provisions.
FOR Crude G| Terminalling and Storage

AS DESCRIBED IN THE INVITATION FOR OFFERS

OFFERS MUST BE RECEIVED

Locati on: U. S. Departnent of Energy
Strategi c Petrol eum Reserve
Proj ect Managenent O fice
900 Conmerce Road East
New Ol eans, Louisiana 70123
Mai |l room 1st floor, Room Number 100

Dat e: July 9, 2001
Ti me: 12: 00 Noon |l ocal New Oleans tine

For further information or clarification on this Invitation For Ofers,
pl ease contact, Ms. Patricia C. Sigur, Realty Oficer, at (504) 734-4347,
or e-mail at patricia.sigur@pr.doe. gov.

This solicitation can be obtained at http://ww. spr. doe. gov/ doeec/ Busi ness. ht m




| FO DE- RL9601P(MR211:
15" Revi si on Dated 06/ 15/ 0]
I NVI TATI ON FOR O F F E R S

DUE DATE: Duplicate original offers for Lease Agreenent of the St.
Janmes Term nal and Docks are to be submtted to the U S. Departnent of
Energy (DOE) by July 9, 2001, no later than 12: 00 noon | ocal New

Ol eans tine.

REQUI RED | NFORMATION:  The initial witten offer for Lease Agreenent
must include as a m ni num

(1) A commercial business plan

(2) Proposed | ease terns and conditions

(3) Proposed rental paynents, and

(4) Support of SPR operation requirenents

Commerci al Business Plan — The offeror shall provide a general
description of the envisioned comercial operations for the St. Janmes
Term nal and Docks, which woul d address the petrol eum market served,
type of operation (conmon carrier/private), needed term nal

nodi fi cations, envisioned annual throughput, etc.

Lease terns and conditions - The offerors nust include the desired

| ength of the lease (in years), including firmterm and desired
options; the conpany provisions for facility maintenance and
operations; and a detail ed hazardous pipeline safety training
description for conplying with Departnment of Transportation

regul ations (49 Code of Federal Regul ation, Section 195.403).
Regarding the length of |ease, the Government will consider any tine
period proposed, but the Governnent’s preference is a mnimum5 year
firmterm wth options.

Rental Paynments - The Government will consider a broad range of rental
paynment alternatives including fixed rent, fixed rent with escal ati on,
percentage of incone received, conbinations of these alternatives, and
ot her comrercial arrangenents that offerors may suggest. The goal is
to produce the highest return possible to the Governnent. Governnent
has the option to receive rental paynent in dollars and/or crude oil.

Support of SPR Operations - The offerors nust identify their

w | lingness to accommbdate and provisions for neeting the SPR s
requirenents for oil novenents as described in the follow ng

par agraphs and attached Governnent O 1| Movenent Provisions, Part 11

(a) Future oil fill or withdrawals of the SPR s Bayou Choct aw
Site will require access to the St. Janes Terminal. Such
nmovenents will be via tanker or pipeline and will be coordi nated
with the Lessee.

(b) The Governnent will require the Lessee to support an SPR

drawdown during a National Energy Enmergency via

(1) direct transfer of crude oil fromthe SPR pipeline to
t he LOCAP (LOCAP connection) and/or CAPLI NE ( CAPLI NE
connection) termnals (such deliveries will be direct
nmovenents not requiring termnal tankage or subject to
oil novenent tariffs), and

(2) marine distribution services to outload vessels from
the St. Janes Term nal docks.

(c) SPR systemtest exercises may be conducted once per year
which may require use of limted tankage for a short period (less

1
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t han one week). Such operations wll be coordi nated between
Departnent of Energy and the Lessee and will be schedul ed so as
to mnimze interference with ongoing term nal operations.

The O feror nmust propose the arrangenents, including price, under
which the offeror will neet the Governnent’s oil novenent

requi renents. The CGovernnent’s preference is an arrangenent that wll
all ow no cost oil novenents for National Emergencies or operational
energenci es, and preferred custoner rates for all other novenents.

DEPOCSI T: Al offerors are required to enclose with their initial

of fer, a deposit of $10,000.00, to guarantee that the offeror wll
enter into a witten | ease docunent. Such guaranty nust be in the
formof a wire paynent or an irrevocable letter of credit. The

i ssuing bank of the letter of credit nust maintain an account with any
Federal Reserve Bank or Branch and be a participant in the Fed s on-
line FEDWRE funds transfer system DOE reserves the right to request
evi dence that the bank official signing the letter of credit is

aut hori zed to do so, such as a confirmng telex, telephone call, or
letter fromanother bank official, or other appropriate evidence as
determ ned by the Governnent representative. The letters of credit
must be valid until time of award. After awards the letters of credit
will be returned only upon request and the wire deposits returned

i mredi atel y.

NEGOTI ATI ONS:  During the nonths of July and August 2001, DCE plans to
negotiate with the offerors whose initial offers are deened to be in
the conpetitive range. Therefore, it is inportant that the offeror
present their best terns with the initial offer. At the conpletion of
all negotiations, the governnment plans to then request these offerors
to submt their “Best and Final” offers in Septenber 2001. At that
time, the offerors will be provided a reasonabl e opportunity to subm't
any price, technical, or other revisions to their initial offers that
may have resulted fromthe negotiations. An award is anticipated by
Novenber 1, 2001. However, the Governnent has the option to award a

| ease contract w thout negotiations.

REJECTI ON OF OFFERS: The right is reserved, as the interests of the
government may require, to reject at any tine all offers, and to waive
any informality in offers received, and to accept or reject any itens
of any offer unless such offer is qualified by specific limtation.

EVALUATI ON FACTORS:

1) Highest net return to the Governnent,

2) Technical, including the denonstrated ability to operate the
facility and the ternms proposed to support SPR oil novenents,

3) Soundness of the proposed business venture,

4) Future inprovenents to the | eased property, and

5) O her factors, including past performance, that make one
proposal nore advantageous to the Governnent.

CURRENT TENANT' S RI GHT OF FI RST REFUSAL: The current tenant, Equil on,
has the preferential right to match any offer received by the
Governnent for the lease of the St. Janes termnal. Therefore, after
sel ection of the best offer and before award, the Governnent wll
provide a copy of the proposed terns and conditions to Equilon to
determine if they will match the proposal. The Governnent wll
exclude any proprietary information, provided it is identified as such
by the offeror.

ko]
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PART |

LEASE PROVI SI ONS
A AUTHORI TY

The Governnent, acting by and through the Secretary of Energy, under
the authority of the DOE Organi zation Act and the Energy Policy and
Conservation Act and applicable rules, orders, and regul ations,
represented herein by having determ ned that the property hereby

| eased i s not excess property as defined by Section 3(e) of the
Federal Property and Adm nistrative Services Act of 1949, as anended
(10 U.S.C. 472), and that the |leasing thereof will be advantageous to
the Governnent and in the public interest, hereby | eases the St. Janes
Term nal and Docks to the Lessee, and the Lessee hereby | eases the
Janmes Term nal and Docks fromthe Government.

B. GENERAL MAI NTENANCE OBLI GATI ON

Lessee, at its own expense, shall so protect, preserve, nmaintain,
repair and replace the Leased Property, that the sane will at al
times be maintained in good repair and tenantabl e condition, subject,
however, to ordinary wear and tear. Toward that end the Lessee has
provi ded its mai ntenance procedures to the Governnent and the

Gover nnment has accepted those procedures as adequate mai ntenance
standards. Lessee’'s obligation includes the obligation to correct any
deficiencies in the maintenance of the Leased Property identified by
the Governnent to the Lessee as a result of the Governnent’s

i nspection of the Leased Property, or otherw se.

C. CONDI TI ON OF LEASED PROPERTY

Lessee has exam ned, knows, and accepts the condition and state of
repair of the Leased Property and acknow edges that the Governnent has
made no representation concerning such condition and state of repair,
nor any agreement or prom se to alter, inprove, adapt, repair, or keep
in repair the sane, or any itemthereof, which has not been fully set
forth in this Lease Agreenent.

D. ACCESS, MONI TORI NG AND | NSPECTI ON

The Governnent and its representatives shall have access to the Leased
Property at all reasonable tinmes for any purposes not inconsistent
with the quiet enjoynent thereof by Lessee, including, but not limted
to, the purpose of inspection. Werever practicable, the Governnent
shal | give advance notice of such inspection to Lessee and offer the
opportunity to acconpany the Local Governnent Representative or his
desi gnee. The CGovernnent has the right to nonitor the property

i nvol ved and inspect records related thereto as necessary to ensure
conpliance wwth the terns and conditions of the Lease Agreenent.

E. LESSEE OPERATI ON AND COMPLI ANCE

Lessee shall be solely responsible for obtaining and keeping in force
any and all permts necessary to physically operate the Leased
Property. Lessee shall not use or permt the use of the Leased
Property or any part thereof for any unlawful or unauthorized purpose,
and shall not do or permit any action or thing that in any way
degrades the value or useful ness of the Leased Property fromits
condition at the comencenent of the Lease Term
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Lessee shall conply with all valid | aws, ordi nances, regul ations,
orders, judgnents, and right-of-way provisions that now or hereafter
may be applicable for use or occupancy by Lessee of the Leased
Property, including, but not limted to, Departnent of Transportation
Pi peline Safety Regul ations (49 CFR 195), as well as all pertinent
Cccupational Safety and Health Adm nistration regul ations. Lessee
shall not use or permt the use of the Leased Property or any part
thereof for any unlawful or unauthorized purpose or any purpose that
is not in conformance with this Lease Agreenent.

F. | NSTALLATI ONS, ALTERATI ONS, AND REMOVALS

It is expressly agreed and understood that Lessee will make no
permanent alterations, additions, or inprovenments to or installations
upon the Leased Property w thout the prior witten approval of the
Local Governnment Representative, which permssion will not be

unr easonably w thheld, and then only subject to the terns and

condi tions of such approval which may include an obligation of renoval
and restoration upon the expiration or termnation of this Lease
Agreenent, as the Local Government Representative may direct. Except
i nsof ar as sai d approval expressly provides otherwi se, all such
alterations, additions, inprovenents, and installations nade by Lessee
shal | becone the property of the Governnent.

Lessee shall nmake such nodifications in a tinely manner so that the
Governnment's operational testing wll not be interrupted and so that
the system(s) can be made operational in accordance wth Governnment
speci fications under a National Energy Emergency or an Operational
Emer gency.

G RESTORATI ON OF LEASED PROPERTY

Before the expiration or termnation of this Lease Agreenent, at the
direction of the Governnent Representative or designee, Lessee shal
restore the Leased Property to the condition in which it was received,
or to such inproved condition as nmay have resulted from any

i nprovenent made therein by the Governnent or by Lessee during the
Lease term however, subject to (i) ordinary wear and tear, or (ii) to
damage by third parties or by the Governnent, its agents, contractors,
enpl oyees or assigns or (iii) Force Majeure. Lessee shall have sixty
(60) days prior to termnation to acconplish such restoration, or such
additional tinme as is fair and reasonable. |In addition, at the sane
tinme, Lessee shall renove its property fromthe Leased Property or
such property shall be deened abandoned by Lessee and may be used or

di sposed of by the Governnent in any manner what soever w thout any

liability to account to Lessee therefor, but such abandonnment shall in
no way reduce any obligation of Lessee to performrestorati on under
this paragraph. |In the event that the Leased Property is not restored

to the condition at the tine of Lease commencenent, normal wear and
tear notw t hstandi ng, then the Governnent may cause the Leased
Property to be restored at the sol e expense of Lessee.

H. LESSEE LI ABI LI TY
Lessee, its parent, affiliate(s), subsidiary conpany(ies) and
directors, enployees, servants and agents covenants that it wll
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defend, indemify and save and hold harm ess the Governnment (including
its contractors and subcontractors) and its enpl oyees and agents for
and fromany and all liability, fees, fines, penalties, costs or
claims by third parties for damages to property or injuries to or
deat h of persons which may arise fromor be incident to the use and
occupancy of the Leased Property, and for and from any and al
liability fees, fines, penalties, costs, clainms or danages to the
property or injuries to or death of the person of Lessee’ s officers,
agents, servants, enployees, or others who nay be on said pren ses at
their invitation or the invitation of any one of them arising from
Lessee’s | ease activities, to the extent such clains, liability,
injury, or death arises out of the negligence or willful m sconduct of
t he Lessee.

Lessee further covenants that any property of the Governnent danmaged
or destroyed by Lessee incident to Lessee’s use and occupancy of the
Leased Property shall be pronptly repaired or replaced by Lessee, or
in lieu of such repair or replacenment Lessee shall pay the Governnent
nmoney in the anmount sufficient to conpensate for the |oss sustained by
the Governnment by reason of the destruction of the property. Lessee’s
obligation wth respect to repair or replacenent of Governnent
property damaged or destroyed as a result of normal wear and tear is
set forth el sewhere in this Agreenent.

l. O L SPILLS

Lessee is responsible for all notifications, cleanup and renedi ati on
of all oil spills fromthe Leased Property while Lessee is in
operational control of the Leased Property. Lessee shall imrediately
report to the Governnent all oil spills during the use of the Leased
Property to the Bayou Choctaw control room (225) 692-6232.

J. FORCE MAJEURE

Nei t her party shall be responsible to the other for loss arising from
failure in perform ng hereunder caused by reason of : act of CGod, a
strike or |abor dispute, fire, explosion, electrical blackout, war,
rebellion, insurrection, riot, act, regulation or general edict of any
governmental authority in its sovereign capacity or any other simlar
or dissimlar cause reasonably beyond the control of the Party
affected. Notw thstanding the above, Lessee shall not be relieved of
the obligation to pay rental fees during the continuance of such Force
Maj eure situation. In the event such Force Majeure situation cannot
be renmedied within a reasonable tine by reasonable efforts to do so
and continues for nore than ninety (90) days, then either party may
termnate this Lease Agreenent by witten notice to the other party,
wher eupon both Parties shall be relieved of all unaccrued obligations
her eunder .

K. | NSURANCE, REPAI R AND REPLACENMENT

I f insurance is otherwise required by this Lease Agreenent, then each
policy of insurance against |oss of or damage to the Leased Property
shall contain a | oss payabl e cl ause reading as foll ows:

“Loss, if any, under this policy shall be adjusted
Wi th Lessee and the proceeds, at the election of
the Governnent, shall be payable to Lessee; any
proceeds not paid to Lessee shall be payabl e

[
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to the Treasurer of the United States.”

In the event that any itemor part of the Leased Property shal

require repair, rebuilding, or replacenent resulting

fromloss or damage, the risk of which is assuned by Lessee under this
Lease Agreenent, then Lessee shall pronptly give notice thereof to the
Local Governnment Representative and, to the extent of its liability as
provided in this Lease Agreenent, shall, upon demand, either
conpensate the Governnent for such |oss or damage, or rebuild,

replace, or repair the itemor itens of the Leased Property so |ost or
damaged, as the Governnment may elect. |In the event that the
Government shall direct Lessee to effect any repair, rebuilding, or
repl acenent which it is required to effect pursuant to this paragraph
t he Governnent shall direct the paynent to Lessee of so much of the
proceeds of any insurance carried by Lessee and nade available to the
Government on account of |oss of or danage to any itemor part of the
Leased Property as may be necessary to enable Lessee to effect such
repair, rebuilding, or replacenent. |In the event the Governnent shal
el ect not to require Lessee to repair, rebuild, or replace any itemor
part of the | eased Property |ost or damaged, Lessee shall pronptly pay
the Governnment out of any insurance proceeds collected by Lessee such
portion thereof as may be allocable to | oss of or damage to the Leased
Property. \Wen conpliance with a Governnent request to effect any
repair, rebuilding, or replacenent of any |ost or damaged item or part
of the Leased Property would involve the incurring of costs in excess
of Lessee’s liability for such | oss or danage under this Article,
Lessee shall be under no obligation to effect sane until after a

sati sfactory agreenent has been reached between the Governnent and
Lessee with regard to Government reinbursenent of such excess costs to
Lessee.

L. ASSI GNVENT OR SUBLETTI NG

No interest of Lessee in this Lease Agreenent or the Leased Property
may be assigned or sold without the prior witten consent of the
Governnent. Lessee shall not nortgage, pledge or otherw se encunber
its interest in the Leased Property. Lessee nmay subl ease the Leased
Property, provided that any such sublease is subject to the terns of
this Lease Agreenent, and further provided that such subl easi ng does
not rel ease Lessee fromits obligations hereunder. The Governnment
shal | not unreasonably wi thhold its approval of an assignnent to other
parties.

M EXI STI NG AND FUTURE EASEMENTS AND RI GHTS- OF- WAY

This Lease Agreenent is subject to all outstanding easenent and

ri ghts-of-way over, across, in, and upon the Leased Property,

or any portion thereof, and to the right of the Governnent to grant
such additional easenents and rights-of-way over, across, in and upon
the Leased Property as the Governnment shall determne to be in the
public interest, provided, that any such additional easenent or
rights-of-way shall not unreasonably interfere with Lessee’s right of
peacef ul occupancy.

N. LI ENS

Lessee shall pronptly discharge, or cause to be discharged, any valid
lien, right in rem claimor demand of any kind, except one in favor
of the Governnent, which at any time may arise or exist with
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respect to the Leased Property or materials or equi pnent furnished
therefore, or any part thereof, and if the sane shall not be pronptly
di scharged by Lessee, the Governnent may di scharge, or cause to be
di scharged, the sane at the expense of Lessee.

O STATE AND LOCAL TAXES

Lessee is required to pay to the proper taxing authorities all taxes,
paynents in lieu of taxes, assessnents or simlar charges which may be
assessed or inposed on the property and to assune all costs of
operating obligations. 1In the event that, as a result of any future
Act of Congress subjecting Governnent-owned property to taxation, any
t axes, assessnment or simlar charges are inposed by State or | ocal
authorities upon the Leased Property (other than upon Lessee’s
possessory interest therein), Lessee shall pay the sanme when due and
payabl e.

P. PAYMENTS

Al'l paynments, except the initial offer deposit, to the Governnent
requi red under this Lease Agreenent shall be nade el ectronically,
using either the fed wire systemor the Automated C eari ng House (ACH)
el ectronic funds transfer network utilizing the Federal Rem ttance
Express (REX) Program \Wen using the fed wwire systemroute U. S.
dol | ar paynents to the U S. Treasury, ABA # 021030004, U.S. Dept of
Energy (SPRPMO) account # 89185369. Pl ease include conpany nane and
contract nunber DE-RL96-01P092113 on paynent detail. To send paynents
to SPRO via the Remttance Express (REX) Program of the ACH Network,
route paynents to Federal Reserve Bank of Ri chnond, ABA # 051036706,

U S. Dept of Energy (SPRO account # 349003, (either CTX or CCD+
format may be used). |Include conpany nanme and contract nunber DE-
RL96- 01PM2113 on paynent detail .

In lieu of paynents in dollars, at Governnent’s option, Lessee shal
provi de, or cause to be provided, paynent as Crude Ol barrels that
meet the Governnment's specifications for storage within the Strategic
Pet r ol eum Reser ve.

Q | NTEREST

Not wi t hst andi ng any ot her provision of this Lease Agreenent, paynent
not received by the invoiced due date will accrue interest, beginning
with the billing date, at the U S. Treasury’'s current val ue of funds
rate, currently 6% per annum An administrative fee of $20.00 for
each 30-day period will also be charged for costs associated with the
processi ng and handling of a delinquent account. Additionally, a
penalty charge of 6% per annum retroactive to the first day of

del i nquency, will be assessed on any portion of the debt outstanding
after 90 days. Interest will be assessed on noney held by Lessee for
future purchase of crude oil, but no admnistrative or penalty costs
wi |l be assessed.

R. TERM NATI ON BY GOVERNMENT

|f Lessee fails to performany of the terns or conditions of this

Lease Agreenent, the Governnment may elect to termnate this Lease

Agreenent and no adjustnment of any advance rentals paid by Lessee

shall be made, and the Government shall be entitled to recover and
Lessee shall pay to the Governnent:

-
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(a) The costs incurred in resum ng possession of the Leased
Property.
(b) The costs incurred in performng any obligation on the part
of Lessee to be perforned hereunder.
(c) An amobunt equal to the aggregate of all rents and charges
assuned hereunder and not theretofore paid or satisfied,
|l ess the net rentals, if any, collected by the Governnent on
the reletting of the Leased Property, which amounts shall be
due and payable at the tinme when such rents, obligations,
and charges woul d have accrued or becone due and payabl e
under this Lease Agreenent.

S. COVENANT AND AGREENMENT

Each covenant and agreenent contained in this Lease Agreenent is
intended to be, and shall be construed to be, a separate and

i ndependent covenant. |If any termor provision of this Lease
Agreenent or any application thereof shall be invalid or
unenforceable, the remainder of this Lease Agreenment or any ot her
application of such termor provision shall not be affected thereby,
unl ess the absence of the invalid provision fundanental |y underm nes
the continued existence of this Lease Agreenent.

T. FAI LURE OF GOVERNMVENT TO | NSI ST ON COVPLI ANCE

The failure of the Governnent to insist, in any one or nore instances,
upon performance of any of the terns, covenants, or conditions of this
Lease Agreenent shall not be construed as a waiver or relinquishnment
of the Governnent’s right to the future performance of any such terns,
covenants, or conditions of the other Party to this Lease Agreenent,
but the obligation of such other Party with respect to such future
performance shall continue in full force and effect.

U. EQUAL EMPLOYMENT OPPORTUNI TY

In connection with the performance of work under this Lease Agreenent,
Lessee agrees not to discrimnate against any enpl oyee or applicant
for enpl oynent because of race, religion, color, age, sex, or national
origin. The aforesaid provision shall include, but not be limted to,
the foll owm ng: enpl oynent, upgradi ng, denotion or transfer;
recruitment or recruitment advertising; layoff or term nation; rates
of pay or other forns of conpensation; and selection for training,

i ncl udi ng apprenticeship. Lessee agrees to post hereafter in

conspi cuous places avail abl e for enpl oyees and applicants for

enpl oynment, notices setting forth the provisions of the

nondi scrim nation clause. Lessee further agrees to insert a provision
referencing this obligation in all subcontracts hereunder, except
subcontracts for standard comrercial supplies or raw material s.

V. COVENANT AGAI NST CONTI NGENT FEES

Lessee warrants that no person or selling agency has been enpl oyed or
retained to solicit or secure this Lease Agreenent upon an agreenent
or understanding for a conm ssion, percentage, brokerage, or
contingent fee, excepting bona fide enployees or bona fide established
comercial or selling agencies. For breach or violation of this
warranty, the Governnent shall have the right to annul this Lease
Agreenment without liability or in its discretion to add to the rental
price or consideration, or otherw se recover, the full anmount of such

o
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comm ssi on, percentage, brokerage, or contingent fee. (Licensed real
estate agents or brokers having listings on property for rent, in
accordance with general business practices, and who have not obtai ned
such licenses for the sole purpose of effecting this Lease Agreenent,
may be consi dered as bona fide enpl oyees or agencies within the
exception contained in this clause.)

W GRATUI TI ES

(1) The right of Lessee to proceed may be termnated by witten
notice if, after notice and hearing, the Departnent of Energy’s

Proj ect Manager or a designee determ nes that Lessee, its agents, or
anot her representative of Lessee:

(a) Ofered or gave a gratuity (e.g., an entertainnent or gift
of nmore than $50 in value) to an officer, official, or
enpl oyee of the Governnent; and

(b) Intended, by the gratuity, to obtain a Lease Agreenent or
favorabl e treatnent under this Lease Agreenent.

(2) The facts supporting this determ nation may be revi ewed by any
court having lawful jurisdiction. |If this Lease Agreenent is

term nat ed under paragraph (1) above, the Governnent is entitled to
pursue the same renedies as in a breach of the Lease Agreenent. The
rights and remedi es of the Governnment provided in this clause shal
not be exclusive and are in addition to any rights and renedies
provided by | aw or under this Lease Agreenent.

X. OFFI Cl ALS NOT TO BENEFI T

No nenber of or del egate to Congress, or resident comm ssioner, shal
be admtted to any share or part of this Lease Agreenent, or to any
benefit arising fromit. However, this clause does not apply to this
Lease Agreenent to the extent that this Lease Agreenent is made with a
corporation for the corporation’s general benefit.

Y. RECORDS RETENTI ON AND AUDI T

Lessee shall maintain adequate books, payrolls, and records in
connection with the neasurenent of volunmes shipped through the Leased
Property and with the operation and nmai ntenance of the Leased Property
in accordance with 49 CFR 195 reqgul ati ons and ot her applicable
federal, state, or local regulations. All records shall be retained
in accordance with 49 CFR 195 regul ations, or for a period of three
(3) years, whichever is longer. The Governnent or its representative
has the right to audit all records in connection with this Lease
Agreenment. At the end of this Lease Agreenent, all retained operating
and mai nt enance records shall be turned over to the Governnent.

Z. CRUDE O L SAMPLES

The Governnent shall have the right at anytinme to request that the
Lessee provide Crude G| sanples for analysis. The Lessee will send
the sanple to a | aboratory designated by the Governnment. The
Governnment shall also have the right to witness the taking of the
sanples, if necessary.
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PART |1
GOVERNMVENT O L MOVEMENT PROVI SI ONS

NATI ONAL ENERGY EMERGENCY

In the event a National Energy Enmergency is declared by the President,
which requires the GOVERNMENT to draw down the Strategic Petrol eum
Reserve (SPR), the GOVERNMENT would require oil to be noved through
the St. James Storage Facility (i.e. from the St. James Storage
Facility to other connected pipelines, storage term nals and/or docks)
on a PRIORITY basi s.

The GOVERNMENT wi |l coordi nate and schedule its oil novements with the
LESSEE during a drawdown of the SPR in accordance with its drawdown
procedures. The GOVERNMVENT declares three alert levels, increasing in
urgency, when drawdown of the SPR crude oil is expected. Under Alert
Level I, the LESSEE will be requested to provide DOE with information
regarding the LESSEE' s current St. Janmes Storage Facility activities.
Under Alert Level |1, the LESSEE will be notified that an SPR drawdown
may be ordered and the LESSEE will be requested to update DCE with
information regarding the LESSEE s current St. James Storage Facility
activities. Under Alert Level 111, the LESSEE wll be notified that
an SPR drawdown has been ordered and the LESSEE shall nake the
requisite St. Janes Storage Facilities available to the SPR within 15
days fromthe receipt of the witten notice of inpending drawdown.

During an Alert Level 111 full rate drawdown of the Reserve, the
GOVERNMENT will require the LESSEE term nal operator to support the
SPR drawdown via (1) the direct transfer of crude oil from the SPR
pipeline to the LOCAP (LOCAP connection) and/or CAPLINE (CAPLINE
connection) termnals, and (2) marine distribution services to outl oad
vessels fromthe St. Janes Term nal docks. Al oil novenents into the
termnal will be netered. Al oil deliveries to the LOCAP and CAPLI NE

termnals will be direct novenents not requiring term nal tankage or
punpi ng systens. Marine distribution services wll require termna
t ankage and punpi ng syst ens.

In less than a full rate drawdown, the Governnent will require the
sane support as described above, however the St. Janes Storage
Facility wll be available to the LESSEE for commercial operations to

t he maxi num ext ent possi bl e.

During the period of Alert Level 111, the LESSEE will continue to
mai ntain the | eased property in accordance with its M ntenance Pl an.

NON- EMERGENCY O L MOVEMENTS

The LESSEE shall provide St. Janmes Storage Facility termnaling
services for GOVERNMENT crude oil to be noved through the |eased
property for the purposes of oil fill, oil withdrawal (oil sale, oi
exchange, etc) and systemtest exercises.

Gl fill or oil withdrawals will be coordi nated and schedul ed through
provi sions established for comercial oil novenents.

an
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SPR system test exercises may be conducted periodically (maxi mum of
once per year) which may require the use of the St. Janes Storage
Facility for a short period of tine. Al system test exercises wll
be coordinated between the GOVERNMENT and the term nal LESSEE and the
pi peline operator, and wll be scheduled so as to mnimze
interference with ongoing commercial operations.

OPERATI ONAL EMERGENCY O L MOVEMENTS

In the event of an operational energency occurs at the Strategic
Petrol eum Reserve storage facility which require a significant
rel ocation of inventory, the LESSEE will make the |eased St. Janes
Term nal and Docks available to the Governnent, as soon as possible,
after being notified by the Governnent.

O L MOVEMENT PRI ORI TI ES AND RATES

Governnment O | Movenents Priority & Rates
Nat i onal Energy Locap/ Capl i ne Top Priority
Emer gency Di stribution No Charge
( SPR DRAVDOWN)
Marine Distribution Top Priority
Preferenti al
Rat e
Non- Ener gency al Fill Preferenti al
Priority & Rate
Ol Wthdraw Preferenti al
( Sal e/ Exchange) Priority & Rate
System Test Exercise No Charge
Oper at i onal O 1 Relocation Top Priority
Enmer gency




