CITY OF MORRO BAY

CITY COUNCIL
AGENDA

The City of Morro Bay provides essential public services and infrastructure to

maintain a safe, clean and healthy place for residents and visitors to live, work and play.

NOTICE OF SPECIAL MEETING

Wednesday, June 9, 2021 - 5:00 P.M.
Held Via Teleconference

ESTABLISH QUORUM AND CALL TO ORDER

PUBLIC COMMENT FOR ITEMS ON THE AGENDA

Pursuant to Section 3 of Executive Order N-29-20, issued by Governor Newsom on March 17,
2020, this Meeting will be conducted telephonically through Zoom and broadcast live on Cable
Channel 20 and streamed on the City website (click here to view). Please be advised that
pursuant to the Executive Order, and to ensure the health and safety of the public by limiting
human contact that could spread the COVID-19 virus, the Veterans’ Hall will not be open for the
meeting.

Public Participation:

In order to prevent and mitigate the effects of the COVID-19 pandemic, and limit potential spread
within the City of Morro Bay, in accordance with Executive Order N-29-20, the City will not make
available a physical location from which members of the public may observe the meeting and
offer public comment. Remote public participation is allowed in the following ways:

Community members are encouraged to submit agenda correspondence in advance of
the meeting via email to the City Clerk’s office at cityclerk@morrobayca.qov prior to the
meeting and will be published on the City website with a final update one hour prior to the
meeting start time. Agenda correspondence received less than an hour before the
meeting start time may not be posted until after the meeting.

Members of the public may watch the meeting either on cable Channel 20 or as streamed
on the City website.

Alternatively, members of the public may watch the meeting and speak on a specific
agenda item by logging in to the Zoom webinar at the beginning of the meeting using the
information provided below. Please use the “raise hand” feature to indicate your desire
to provide public comment. Each speaker will be allowed three minutes to provide input.

Please click the link below to join the webinar:
» https://us02web.zoom.us/j/82722747698?pwd=aWZp TzcwTHIRTk9xaTImWVNW
RWFUQTO09
Password: 135692

» Or Telephone Attendee: 1(408) 638-0968 or 1(669) 900-6833 or 1(346) 248-
7799; Webinar ID: 827 2274 7698; Password: 135692; Press * 9 to “Raise
Hand” for Public Comment
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SPECIAL MEETING AGENDA ITEM:

l. BINDING MEMORANDUM OF UNDERSTANDING AGREEMENT BETWEEN THE CITY
OF MORRO BAY AND VISTRA CORP TO PURCHASE NECESSARY WRF
EASEMENTS FOR $1, SETTLE EMINENT DOMAIN LAWSUIT, AMEND
ENCUMBRANCE ON DEVELOPMENT OF SHUTTERED POWER PLANT SITE, AND
ADDRESS POSSIBLE DEVELOPMENT; (CITY MANAGER)

RECOMMENDATION

Approve, and authorize the Mayor to execute, the binding Memorandum of
Understanding (MOU) agreement between the City and Vistra Corp which
purchases necessary WRF easements for $1, settles eminent domain lawsuit,
amends encumbrances on development of shuttered Morro Bay Power Plant site,
and addresses possible development.

ADJOURNMENT

DATED: June 4, 2021

I
4 —
J"t’\"‘ )
John Headding, Mayor

IN COMPLIANCE WITH THE AMERICANS WITH DISABILITIES ACT, IF YOU NEED SPECIAL ASSISTANCE TO
PARTICIPATE IN A CITY MEETING, PLEASE CONTACT THE CITY CLERK'S OFFICE AT LEAST 24 HOURS
PRIOR TO THE MEETING TO INSURE REASONABLE ARRANGEMENTS CAN BE MADE TO PROVIDE
ACCESSIBILITY TO THE MEETING.
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Staff Report

TO: Honorable Mayor and City Council DATE: June 4, 2021

FROM: Scott Collins, City Manager

SUBJECT: Binding Memorandum of Understanding Agreement between the City of Morro
Bay and Vistra Corp to Purchase Necessary WRF Easements for $1, Settle
Eminent Domain Lawsuit, Amend Encumbrance on Development of Shuttered
Power Plant Site, and Address Possible Development

RECOMMENDATION
Approve, and authorize the Mayor to execute, the binding Memorandum of Understanding (MOU)

agreement between the City and Vistra Corp which purchases necessary WRF easements for $1,
settles eminent domain lawsuit, amends encumbrances on development of shuttered Morro Bay

Power Plant site, and addresses possible development.

ALTERNATIVES
1) City Council may choose to not approve, and to not authorize the Mayor to sign, the MOU,

and/or
2) City Council may choose to propose amendment of the MOU and direct staff to pursue further

negotiations, and/or
3) provide other direction to staff.

FISCAL IMPACT
Approval of this agreement (attachment #2) will save the City land acquisition expenses and legal

expenses related to the Water Reclamation Facility (WRF) Program. The agreement provides for
purchase by City of needed temporary construction and permanent easements on the Vistra Corp
(“Vistra”) 107 acre property at 1290 Embarcadero (“Vistra Property” / “Property”) for one dollar ($1).
The City has valued the easements as worth $200,000, while Vistra has claimed the easements are
worth over $6,000,000. The City is involved in litigation with Vistra over the easements, has secured
prejudgment possession of the easements, and final trial dates have been set for 2022. The lawsuit
would be dismissed if the agreement is approved (after escrow closes), then these legal expenses
would cease, and the necessary WRF easements would be sold to City for one dollar ($1).

The shuttered Morro Bay Power Plant (“MBPP”) site is also located on the Property. At present the
City has the option under a 2004 Agreement with Duke Energy (inherited by Vistra) of purchasing
(most of) the Property for one dollar ($1) if Vistra does not demolish the MBPP by October 1, 2033.
(See below for discussion of problems associated with ownership of Property.) The agreement
amends this Property encumbrance to provide instead that Vistra will pay the City $3,000,000, if by
January 1, 2028 the MBPP is not demolished.

Prepared By: __SC Dept Review:

City Manager Review: __SC City Attorney Review: _ CFN
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BACKGROUND

The following section provides summary background information about the Morro Bay Power Plant,
and the challenges related to redevelopment of the site. This background information is relevant to
this particular City Council discussion, because it helps contextualize some of the key terms of the
proposed agreement between the City and Vistra Corp.

A. Morro Bay Power Plant Site

The Morro Bay Power Plant site has sat in its current underutilized state for over 8 years. Once
providing energy to hundreds of thousands of homes in the Central Coast and Central Valley areas
originally as an oil powered then a natural gas powered plant, the MBPP has been the subject of
much discussion among community members, City elected officials and staff, and potential
developers since the time Duke Energy purchased the plant from Pacific Gas and Electric (PG&E) in
1998. Duke Energy purchased the natural gas plant following deregulation of the power industry in
California with the intent to repower the plant as a gas turbine plant. The repowering effort was
unsuccessful for a variety of reasons, including movement in the state to decommission older carbon
emitting power plants (see attachment #3 for timeline of the power plant site).

Ca i A

Photo: Vistra Propert inS|dé red bou?1 ary)

To date, the site has been partially used in the following ways — Lila Keiser Park, triangle parking lot,
harbor and commercial fishing facilities, bike path and other easements provided to the City, and the
Marine Mammal Center and the Pacific Wildlife Center have leases on the power plant site to conduct
their operations. In addition, there are several environmental sensitive habitat areas (ESHA’s).
Beyond those areas, the rest of the site has sat unused since the power plant shuttered in 2013.
From the outside looking in, the remaining portion of the site that includes the old turbine building, the
three 450-foot tall exhaust stacks (stacks), the area surrounding those facilities and the old tank farm
site seem to hold much promise for reuse that could benefit the Morro Bay community.

01181.0001/720793.1
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Photo: Morro Bay Power Plant - Turbine Building and Exhaust Stacks

The site in theory has many advantages. It is located near the ocean and Morro Bay waterfront,
which are visited by hundreds of thousands of people each year. The remaining structures, in
particular the turbine building, seemingly present a blank canvas for incredible redevelopment ideas.
It is no surprise then, that over the past 20 years many repurposing ideas for the remaining plant
structures and surrounding area have been proposed. Those ideas included converting the turbine
building into a museum, art piece, conference center, aquarium, alternative energy hub, university,
hotel or scrapping the buildings all together for a park or mixed-use/housing development.

Despite the high level of interest and engagement from the community and developers, the turbine
building and three stacks remain and no new purpose for the site has made it past the idea/concept
stage. Time and experience have shown there are substantial hurdles to redevelopment of the site.

B. Why Hasn’t the Power Plant Site Been Redeveloped?

If the site appears to have so much value and opportunity, why does the site remain primarily unused?
Staff believes there are several key reasons why the plant remains in its current state, despite years
of consideration and speculation about reuse opportunities and numerous City and plant owner
discussions with interested developers with eyes on reusing this unique coastal property.

Potential investors and redevelopers have passed over the Morro Bay Power Plant site (as discussed
in more detail below) in part, according to analysis done by City staff, because: it has limited reuse
options given a PG&E deed restriction; of the significant cleanup costs to make the site useable for
non-industrial uses; the cost to purchase the land; the existing structures which have attracted
redevelopment interest are seemingly not reusable without massive investment; and, a $1 option
encumbrance (see below) reasonably leaves investors concerned that whatever they may build there
could be taken by the City in 2033 with a $1 purchase of the power plant site.

1. PG&E Deed Restriction

A substantial impediment to development is the land restrictions currently in place on the site. When
PG&E sold the power plant to Duke Energy in 1998, they recorded a limited use covenant on the

01181.0001/720793.1
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property covering the entire power plant site (see attachment #4). That covenant forbids the plant
owner from developing the property for lodging (hotels, motels), hospitals or other health care
facilities, day care center for children, park, playground, or other recreational use.

The City’s understanding is that covenant was placed on the site based upon potential contaminants
related to the plant operations conducted there. Further the California Department of Toxic
Substance Control (DTSC) has determined that portions of the site may be limited to industrial use
due to shallow groundwater contamination and soil concerns (these issues do not impact the Water
Reclamation Facility proposed operations on the plant site). A recent DTSC report is attached (see
attachment #5). While precise numbers aren’t available, it is believed that remediation costs
necessary to remediate the site to the level where non-industrial uses could be considered are in the
multi-million dollar range.

2. Shuttered Power Plant and Environmental Issues

Further confounding potential redevelopers seemingly is the remaining power plant structures on the
site, primarily the large turbine building and stacks. The turbine building, from the outside looking in,
may seem like a wonderful redevelopment opportunity. However, given the PG&E restriction on the
site and the vast amount of remediation required to clean it up to be reusable, it reasonably has a
conditional and limited value.

In talking with the current owner, Vistra Corp, the turbine building has significant amounts of asbestos
and other contaminants inside the facility. The clean-up needed to repurpose the building would likely
exceed the value that could be gained from repurposing the facility. It's unclear even if significant
funds were invested in the cleanup of the building if it could ever be reused. The same is true for the
stacks. They have contamination issues like the turbine building and pose future liability concerns
for the power plant site owner. According to Vistra, total demolition of the facilities is much less costly
than restoration of the building.

Of course, the stacks also have a tie in with the community, as Morro Bay is often referred to by
community members and visitors alike as “3 stacks and a rock.”

That all being said, demolition of the building and the stacks (if so desired by the City) provides the
power plant owner additional options to repurpose the site. If the turbine building and stacks were to
remain in their current unused state, they seem to create impediments to maximizing the potential
redevelopment opportunities on that portion of the site.

The stacks remaining could also serve as an impediment to redevelopment, though they certainly
could remain as part of a future reuse of the site. However, to gain the greatest potential value from
that portion of the property, the building and stacks would reasonably need to be torn down. The City
does not have current estimates for tear down costs, but did cite in 2014 that $30 million would be
needed to remove those facilities.

01181.0001/720793.1
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3. Development Encumbrance

The last major issue reasonably curtailing reuse of the plant site is the $1 option the City currently
holds on the property. As part of an agreement between the City and Duke Energy in 2004, the City
retains the ability to purchase the power plant site (not including the PG&E owned parcel — switchyard
area) in 2033 should the current plant owner fail to demolish the remaining power plant structures on
the site. As noted above, a significant investment would be needed to tear down the remaining
structure and stacks, and further investment would be needed to remediate the site to the level where
non-industrial uses could be considered. An investment of that magnitude would require a very large
return on investment on the future reuse to make it worth it.

In short, potential redevelopers are faced with significant remediation costs and future uncertainty
with regard to ownership of the site. These factors appear to have stopped all redevelopment projects
concepts in their tracks in the past.

C. Opportunity to Move Forward

Considering the above-mentioned issues, it is clear the power plant site remains an attractive yet
challenging puzzle to solve for reuse opportunities. These challenges have resulted in apparently
insurmountable barriers for previous potential developers in the early stages, including developers
interested in using the facility to convert wave energy into power to connect to the grid, and others
who wanted to tear down the remaining structures and build either housing or visitor serving
accommodations. Those plans never moved forward apparently for the reasons given above.

However, the current power plant site owner, Vistra, has an idea that Vistra believes could untangle
these issues and help address climate change. Vistra has submitted plans to the City to construct the
world’s largest lithium-ion battery storage project on the power plant site. It is important to note that
the proposed battery project is not the subject of this Council agenda item. Council is expressly not
being asked to weigh in on any permit decision, and Council is expressly not being asked to provide
any approval or disapproval of this proposed project. However, the proposed project serves as a
primary impetus for Vista to pursue the City’s release of the $1 Option (discussed above), so it's worth
briefly outlining what the proposed project is and how it will be reviewed by the City in the future.

The Battery Energy Storage System (BESS) proposed by Vistra would consist of batteries capable
of storing 600 megawatts of electric energy and discharging this electricity to the grid for a minimum
of four hours. Power would be provided to utility customers by interconnecting to the existing Pacific
Gas and Electric (PG&E) switchyard located directly adjacent to the power plant site. The BESS
would be located on the 22-acre former tank farm portion of the power plant property. The
contemplated project includes three, approximately thirty-foot tall buildings, each of which would
house approximately 2,400 battery racks. Each building is proposed to be surrounded by sixty Power
Conversion Systems that convert direct current to alternating current. A Vistra presentation on the
BESS is available here.

The BESS description above is for information only and the Council will not be taking any
action at this meeting in relation to the proposed project described above. The proposed
project will continue to be processed by the City’s Community Development Department. The project

01181.0001/720793.1
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proposed by Vistra will eventually (if the proposed project continues to progress) need to be
scheduled for public hearings by the Planning Commission and City Council, where they would
consider and discuss, with community input at noticed public hearings, the proposed project, including
a potential Coastal Development Permit and a potential Conditional Use Permit, and statutory
compliance with CEQA requirements (presumably an Environmental Impact Report (EIR)).

The proposed battery project does not face the issues that appeared to have stopped previously
proposed recreational and commercial redevelopment ideas. The proposed battery project is an
industrial use; therefore, it should be consistent with the PG&E deed restrictions. Vistra is also
currently going through the DTSC process to ensure the proposed battery project meets DTSC
requirements.

At the same time, City has been working with Vistra to obtain easements for the Water Reclamation
Facility (WRF) Program for the conveyance and injection well components of the program. The
matter was referred to the local superior court in 2020 to help expedite the matter through eminent
domain.

The City has valued the easements as worth $200,000, while Vistra has claimed the easements are
worth over $6,000,000. The City at this time has secured prejudgment possession of the easements
(allowing current use of the easements pending a final judgment), and the City has consistently won
important pretrial motions. Final trial dates are set for 2022 to determine a final court-ordered
monetary value of the easements (if a deal is not reached) and to resolve other legal issues. While
the City is hopeful that the court will continue to rule in our favor, it is an expensive endeavor, the
lawsuit is not over yet, and in the end a jury possibly could require the City to pay several million
dollars for the needed easements.

DISCUSSION
The remainder of the report below discusses a proposed legal agreement between the City of Morro
Bay and Vistra Corp, which removes the last apparent significant hurdle for Vistra’s reuse idea to
move forward for further consideration by the City, and also secures the necessary WRF easements
on the Vistra property for one dollar ($1). The agreement could also bring forward potentially large
benefits to the community and City as discussed below.
A. Proposed Binding MOU Agreement
At its core, the agreement with Vistra does the following:
1. Vistra sells to City for one dollar ($1) two necessary WRF easements on Vistra Property.
2. Amends 2004 Agreement between City and Duke Energy (the Agreement inherited by
Vistra when they purchased the Property), to replace option of City to purchase Vistra
Property for one dollar ($1) if MBPP is not demolished by October 1, 2033, with guarantee

that City receives $3,000,000 from Vistra (with no strings attached) if MBPP is not
demolished by January 1, 2028.

01181.0001/720793.1
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3. Settles the eminent domain lawsuit (San Luis Obispo County Superior Court Case No.
20CV-0127) with each side to bear its own costs and fees.

4. Establishes a good faith non-binding relationship between City and Vistra concerning
future redevelopment of the Vistra Property at 1290 Embarcadero where shuttered MBPP
is located, subject to Vistra Corp securing (with no predetermination of approval by City)
any and all necessary land use entitlements and other governmental approvals.

Note that the MOU if signed by both parties will open a ninety day escrow to complete the transactions
in the MOU. Until escrow closes the above items are not final.

B. Agreement Clears Way for Redevelopment of the Morro Bay Power Plant Site

The proposed agreement also addresses a major challenge to future reuse of the power plant site by
removing the option of City to purchase the Property for one dollar ($1) if the MBPP is not demolished
by October 1, 2033, replaced with a guarantee that City receives $3,000,000 from Vistra if the MBPP
is not demolished by January 1, 2028.

As noted above, it is believed Vistra’s proposed battery project is not substantially inhibited by the
PG&E deed restriction and contamination issues, as it is an industrial use. The proposed agreement
also acknowledges Vistra and City’s interest in tearing down the old turbine building given its
contamination and safety issues, and the significant cost required to repurpose the structure. Striking
a deal with Vistra accelerates from 2033 to 2028 the potential dismantling of the turbine building and
stacks (leaving open the possibility of the stacks remaining), making the future redevelopment of that
portion of the plant site more likely than if the structures remain.

Further, the proposed agreement removes the $1 purchase option for the City, which is a major
encumbrance on the plant site (according to many developers) and impediment to Vistra (according
to Vistra) investing the $400 million to $600 million to construct the proposed battery project. Vistra,
or any other interested developer, seeks as much certainty as possible to make an investment of this
size to reuse the property. From the vantage point of any developer, the $1 purchase option
potentially creates a threshold of uncertainty to reasonably preclude that investment from being made.

If this proposed agreement does not move forward, the City will have the ability to purchase said
property for $1 in 2033. While that may sound like a good deal, the City has limited ability to fund the
necessary cleanup of the site to redevelop it for non-industrial uses, and the City does not at present
have a clear source of funds to tear down the turbine building and stacks. What would occur in that
scenario potentially is no redevelopment would take place on the plant site, and the City could
potentially take the liability of the turbine building and stacks, as well as the contamination on the
overall site.

Under the proposed agreement, Vistra will need to tear down the turbine building (and stacks if the
City desires) by the end of 2028, or the City will receive $3 million. Vistra has stated their interest in

tearing down remaining structures, because of contamination, liability and safety concerns. Tear
down also opens up the opportunity for future development opportunities in that location.

01181.0001/720793.1
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This proposed deal provides an opportunity for City Council to have Vistra tear down the remaining
power plant facilities at Vistra’s expense and have community dialogue about the stacks, given their
iconography and community connection. And, if the remaining plant structures are not demolished by
2028, the City receives $3,000,000 free and clear.

C. Agreement Can Lead to Community Benefits

The proposed MOU presents an opportunity for significant community benefit:

1.

This deal would end the legal challenges with Vistra related to the WRF program. The
City would obtain temporary construction easements and permanent easements to build
and operate Indirect Potable Reuse (IPR) system and install pipeline through portions of
the Vistra property. The agreement also allows City to complete this important easement
purchase for the WRF program for one dollar (compared to City valuation of $200,000, all
the way to Vistra’s claim of a value of over $6,000,000).

This City Council agenda item does not consider approval or denial of permit(s) to
construct a BESS at the MBPP site. However, the proposed agreement with Vistra
removes hurdles inherent with the power plant site for any future reuse, whatever that
future use may be. At present, Vistra Corp has submitted plans to the City for the battery
project, which is in the early stages of review, and also the CEQA process has been
initiated. The community can learn more about the proposed battery project by visiting
the City’s “projects of interest” webpage: https://www.morro-bay.ca.us/842/Current-
Planning-Projects. A potential battery project in Morro Bay, of the size desired by Vistra,
would power up to 450,000 homes, addressing intermittency/reliability issues related to
the electric grid, and help accomplish State of California green energy goals. Pursuant to
SB 100, California is required to achieve a 100% clean, zero carbon and renewable energy
system for California’s electric system by 2045. This could help reduce the impacts of
climate change, a particularly critical issue for a coastal community like Morro Bay. The
proposed project could also potentially connect with and help facilitate future offshore wind
opportunities on the Central Coast.

Morro Bay specific community benefit — based on the size of the investment of the
proposed battery project and some zoning and planning issues that are anticipated, the
City and Vistra contemplate going through a statutory development agreement (DA)
process if the proposed project proceeds. In short, a DA opens the door for a wide range
of community benefits (which could include things like waterfront infrastructure
improvements). That is in addition to increased property tax revenues inherent with the
proposed battery project — to SLO County, SLO Coastal School District and the City of
Morro Bay. City is projected to receive an additional $400K - $500K per year in increased
property tax revenues from Vistra if the proposed battery project is developed.

D. Agreement Provides Opportunity for Community Outreach and Engagement

Given the importance of the power plant site to our community, staff is proposing multiple
opportunities for the community to engage. Morro Bay has a rich history of community engagement
on a wide range of topics, including the power plant. Staff envision a robust outreach effort related
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to the reuse of the plant and a potential battery project. There are a lot of moving pieces with this
new technology, and legitimate concerns in the community about impacts, such as public safety and
visual impairments, to name a few.

The purpose of conducting a robust outreach effort is to make it easy for the community to understand
the proposal and engage in a variety of ways to provide input. There is the normal CEQA process
for the proposed battery project and a potential tear down of existing facilities, which would involve
the Planning Commission, City Council, and the California Coastal Commission. Further, the City will
engage with residents to understand their interest in either tearing down or retaining the stacks (if the
potential demolition were to proceed), and other potential reuse of the areas around the turbine
building and stacks. Here is a breakdown of community engagement opportunities:

1.

Community benefit outreach — in exchange for land use/zoning certainty in a statutory
development agreement (if the battery project or other project moved forward), Vistra would
provide benefits to the City. Thus, community benefits could be generated from the proposed
BESS project under a potential DA. If a DA were pursued, the City will seek input from the
community on potential benefits, such as programmatic funding, and/or needed waterfront
and transportation infrastructure improvements and preservation of cultural resources, to
name a few possibilities.

What to do with stacks outreach — we know many members of the community have significant
reservations with the stacks staying up, including concerns about safety, visual impacts, and
the high cost to maintain them. There are also potentially a large number of residents who
feel nostalgia for the stacks. Staff recommends creating a process that provides
understanding of the stacks — what they are worth, cost to support them long-term,
contamination and safety concerns, etc., and what value they have in remaining to the
community. According to the proposed agreement, if Vistra demolishes the MBPP, then Vistra
will move forward with tear down of the stacks, unless told otherwise by the City by December
2022.

Future use of the remainder parcel outreach — what types of uses should be considered for
the rest of the Vistra site? Staff recommends creating opportunities for the community to
provide input about the feasibility of various options and work closely with Vistra to understand
their interest through the process as well.

Engagement in the proposed battery project planning/zoning process — the proposed project
(if it continues to move forward) will follow the regular planning development review process,
which includes environmental review and public hearings by the Planning Commission and
City Council. Community members are encouraged to participate in the process and can
follow the review progress by regularly visiting the project webpage.

Lastly, given the relatively new technology involved with battery storage and concerns
identified by the community, staff recommends that the following considerations help guide
the outreach efforts with regard to that potential development and any other future potential
redevelopment of the site: community safety, quality of life, economic vitality, environmental
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sustainability, the City’s financial sustainability, local Native American heritage considerations,
balancing community benefits and impacts, and ensuring all interested voices are heard.

CONCLUSION

The proposed agreement between the City of Morro Bay and Vistra provides benefit to the community
while also opening the door for redevelopment of the old power plant site. The City will conduct, in
concert with Vistra, a robust engagement effort to involve the community in discussing important
aspects of the power plant site and future potential redevelopment opportunities. Therefore, staff
recommends that City Council approve the MOU.

ATTACHMENTS
1. PowerPoint Presentation
2. Memorandum of Understanding between Vistra Corp. and the City of Morro Bay
3. Morro Bay Power Plant major event’s timeline
4. PG&E Restrictive Covenant
5. DTSC December 2020 report on the Morro Bay Power Plant
6. Link to Vistra proposed lithium battery project presentation — https://www.morro-
bay.ca.us/CivicAlerts.aspx?AlID=2607
7. Link to Planning Page for the Proposed Battery Project — hitps://www.morro-

bay.ca.us/842/Current-Planning-Projects
8. Frequently Asked Questions
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Unlocking opportunities
for our community

proposed City of Morro Bay — Vistra Agreement

June g, 2021




Important things to
know about Morro
Bay Power Plant site

® Deed restrictions and CA Dept. of
Toxic Substances Control preclude
use of parcel for other than
industrial uses

Old structures (turbine building and
stacks) are worn out, contaminated
and expensive to reuse

While City has option to purchase
site for $1in 2033 if plant is not
demolished or repowered,
estimated cost to remediate site is

$30 million or more. C
(@) ce
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Agreement in brief

. Gains easements City needs to complete Water Reclamation Facility project

. Removes obstacles stymying reuse of Morro Bay Power Plant parcel

. Creates opportunity to position City as a leader in battery storage and benefits
. Provides pathway to remove shuttered Morro Bay Power Plant structures

. Offers multiple opportunities for public input and discussion in planning process
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1. Gains easements needed for WRF

$1.00 HEEE) V!STPA

Two necessary easements for
WREF pipeline (City values at
$200,000, and Vistra values at

over $6 million)
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2. Removes obstacles stymying reuse of parcel

) ® While the term the City negotiated with Duke
to take over the parcel if the power plant wasn't
demolished or repowered by 2033 may sound
good, it seems to have precluded potential
developers from reasonable ability to finance
and develop a project.

® The proposed agreement with Vistra can
yield significant City benefits, and the $1
purchase option can reasonably be lifted.
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3. Creates opportunity to position City in
Environmental Sustainability
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Battery Energy » PG&E Morro Bay
Storage System Switch Yard

Transmission position of
Morro Bay is a vital asset.

Reliable electricity
supply




Multiple opportunities for community benefits

Property Local Economy

Taxes multipliers
based_on value, Other Community Benefits cycling of wages
benefit: (improved views and others to be and purchases

* Schools determined) through residents

* County and businesses
services

City services

Healthy,
sustainable,
and enjoyable
community
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4. Provides pathway to remove shuttered Morro Bay
Power Plant structures

Removal of stacks, if City
desires

Removal of turbine building

If not completed by
2028, Vistra pays City
$3 million.
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5. Offers multiple opportunities for public input and
discussion in planning process

Informal opportunities:
website, online, in-person
workshops (as health restrictions
allow), etc.

Adequacy of .I Certification Hearing

Responses

Formal processes for permits, development

agreements, etc.:
Response to Comments Commissions ( for example, Planning Commission),

Final EIR

FIR ey O el Public Comment Period City Council

Draft EIR

Notice of Preparation / Scoping Meeting

Initial Study

Coastal Use Permit
process

CALIFORNIA COASTAL coMmMISSION
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Some key criteria for community outreach

® Community safety
® Community quality of life

® Contribution to City’s financial sustainability
® Contribution to environmental sustainability
® Overall balance of benefits and impacts, including tradeoffs

® Consideration of local Native American heritage and cultural
resources

® Meaningful public engagement for information and input
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Staff Recommendation

® Approve, and authorize the Mayor to execute, the binding Memorandum of
Understanding (MOU) agreement between the City and Vistra Corp which
purchases necessary WRF easements for $1, settles eminent domain

lawsuit, amends encumbrances on development of shuttered Morro Bay
Power Plant site, and addresses possible development.
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MEMORANDUM OF UNDERSTANDING
BETWEEN THE CITY OF MORRO BAY,
MORRO BAY POWER COMPANY LLC &
VISTRA CORP.

THIS MEMORANDUM OF UNDERSTANDING (“MOU”) is entered into as of the  day
of ,2021, by and between (i) the CITY OF MORRO BAY, a California municipal corporation
(“City”), (i) MORRO BAY POWER COMPANY, LLC, a Delaware limited liability company
(“MBPC”), formerly known as Dynegy Morro Bay, LLC, and (iii) as to the Recitals, and all Sections
(except 1,2,3,4,7,8,9,and 10 only), VISTRA CORP., a Delaware corporation (“VST”); (VST, together
with MBPC, referred to collectively as “Vistra”). City, MBPC and VST are sometimes (depending on
context) jointly referred to as “parties” and individually (depending on context) as a “party.”

RECITALS
A. City is constructing a state-of-the-art water reclamation facility (the “WRF Project”);

B. City commenced an eminent domain action (San Luis Obispo County Superior Court Case
No. 20CV-0127) (“Acquisition Action™) to acquire temporary and permanent easements for the WRF
Project (collectively, the “Easements”) in, on, under and over portions of the 107-acre site owned by
Vistra, located on 1290 Embarcadero, in the City of Morro Bay, County of San Luis Obispo, California,
Assessor’s Parcel Number 066-331-046 (“Plant Parcel””), upon which Plant Parcel sits the existing retired
Morro Bay Power Plant (“Plant”);

C. Located on the Plant Parcel when the Plant was retired are: (1) three (3) separate 450-foot
exhaust stacks (“Stacks”), (2) a 160-foot high, 500 foot long turbine-boiler building that houses four
boilers, generators, condensers and turbines, and other associated machinery (the “Building”), and (3) six
(6) oil storage tanks located North of the turbine boiler building (all of which were previously demolished),
all of which were previously used for the Plant (“Improvements”);

D. Vistra desires to demolish the Building.

E. Vistra desires to construct an Energy Storage System, upon a portion of the Plant Parcel, that
includes up to 600-megawatt battery storage facilities (“Battery Storage Units”).

F. Pursuant to and subject to the terms and conditions of that certain Agreement to Lease and
Agreement Regarding Power Plant Modernization dated November 15, 2004 (the “Plant Agreement”),
City has an option to purchase the Plant Parcel for $1 if the Improvements are not demolished on or before
October 1, 2033 (the “$1 Option™); and

G. City and Vistra desire to settle the Acquisition Action, remove the $1 Option from the Plant
Parcel, and establish an ongoing relationship regarding the Battery Storage Units and the future use of the
entire Plant Parcel.
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AGREEMENT

NOW, THEREFORE, in consideration of the mutual promises and covenants made by the parties
and contained herein and other consideration, the value and adequacy of which are hereby acknowledged,
the City, in accordance with the approval of City’s Council in a recorded vote, and MBPC & VST (as to
those provisions noted above only), agree to all the following:

1. Easement Deeds. A temporary easement deed and a permanent easement deed,
substantially similar to Exhibits A and B (“Easement Deeds”), which are attached hereto and
incorporated herein by this reference, shall be executed and acknowledged by MBPC and delivered to
Escrow Holder (as defined in Section 6) and City will deliver a Certificate of Acceptance for each which
Escrow Holder will attach, all pursuant to Section 6. Upon the closing of Escrow, Escrow Holder shall
have the Easement Deeds (including the Certificates of Acceptance) recorded in the Official Records of
San Luis Obispo County (“Official Records”). Upon recordation, Escrow Holder shall deliver conformed
copies of the recorded documents to parties (“Confirmation of Recording”). Vistra shall obtain
subordination agreements from all lenders having security rights in the properties over which the
Easements run in a form satisfactory to City’s title company to issue an ALTA non-extended owner’s
policy to the City insuring the Easements subject to such exceptions as approved by City (“Title Policy”).
The cost of the Title Policy shall be paid by City.

2. Mutual Consideration. City shall deliver to Escrow Holder, pursuant to Section 6, for
payment to Vistra, One Dollar ($1.00), as consideration for the Easement Deeds, and the parties further
agree that the obligations of the parties are consideration for their respective rights under this MOU.

3. Security. As security for Vistra’s obligations with regard to Demolition (as hereinafter
defined in Section 7) of the Improvements, Vistra shall provide to City, by delivery to Escrow Holder
pursuant to Section 6, an irrevocable nontransferable unconditional standby letter of credit in a form
acceptable to City, issued by a major U.S. commercial bank or a U.S. branch of a foreign bank with a
credit rating of at least “A-" by Standard and Poor’s Ratings Services, Inc., or its successor (“S&P”’) or
“A3” by Moody’s Investor Services, Inc., or its successor (“Moody’s”), such as JP Morgan or Citibank
(“Issuer”) in a form approved by the City’s Finance Director and City Attorney, in the amount of Three
Million Dollars ($3,000,000) (“LOC”), which shall be for a period of one (1) year from date of its
issuance. As set forth in the LOC, it shall automatically renew unless the Issuer provides written notice to
City at least thirty (30) days prior to its expiration that it will not be renewing the LOC (“Non-Renewal
Notice”). If the Issuer sends a Non-Renewal Notice, Vistra may provide a substitute letter of credit
identical in form to the existing LOC which must be: i) issued by a financial institution (as approved in
writing by City) comparable to the financial strength and reputation as the original Issuer; and, ii) delivered
to City not less than twenty (20) days prior to the LOC expiration date (“Substitute LOC”). If the
Substitute LOC is not delivered to City within the specified time period, City shall have the unconditional
right to draw on the LOC prior to expiration date and the funds shall be maintained in a bank account in
City’s name separate from its general funds (“Funds”). Issuance and terms of the LOC shall be the subject
of a separate letter of credit agreement to be negotiated by the parties in cooperation with the Issuer and
subject to this Section. The LOC shall be maintained by Vistra through at least February 29, 2028, and
shall include provisions that allow City to draw down that entire amount, by means of facsimile or email
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notification only, simply upon the Issuer’s receipt prior to that date but no earlier than December 31, 2027,
of a certification signed by City’s City Manager that Vistra has not satisfactorily completed Demolition
by December 31, 2027. The LOC shall be delivered by Vistra to Escrow Holder pursuant to Section 6. In
the event the LOC, for any reason (other than pursuant to this Section 3), is no longer effective, Vistra
shall promptly replace the LOC upon the terms set forth herein. If the Demolition is completed prior to
December 31, 2027, City shall promptly return the LOC to Vistra or, if the City has drawn on the LOC,
City shall return the Funds to Vistra. If the Demolition is not completed by December 31, 2027, City shall
have the unconditional right to draw down the LOC and/or keep the funds already drawn down, and the
funds shall be the sole property of City pursuant to this Section 3. If for any reason the LOC shall expire
or terminate, without being drawn by City even though City may have done so pursuant to this MOU, and
the Demolition has not been satisfactorily completed by December 31, 2027, Vistra shall promptly pay
the $3,000,000 to City in lieu of the City drawing down the LOC, pursuant to a written request by City no
later than March 31, 2028.

4. Plant Agreement Amendment. City and Vistra shall execute, and have notarized and
acknowledged, an amendment to the Plant Agreement, substantially similar to Exhibit C (“Plant
Agreement Amendment”), which is attached hereto and incorporated herein by this reference, and
deliver two (2) such original copies of the Plant Agreement Amendment to Escrow Holder pursuant to
Section 6.

5. Dismissal of Acquisition Action. Within two (2) business days of receipt of Confirmation
of Recording, City shall submit to the San Luis Obispo County Superior Court for filing a request to
dismiss with prejudice the Acquisition Action, provide proof of same to Vistra, and thereupon City and
Vistra each agree to bear their own costs and attorneys’ fees in regards to the Acquisition Action.

6. Escrow. All matters to be delivered pursuant to this MOU shall be accomplished through
Fidelity National Title Insurance Company (“Escrow Holder”). The parties shall cooperate with Escrow
Holder with respect to all documentation required by Escrow Holder to consummate the transaction set
forth in this MOU specifically as set forth in Sections 1 through 4, inclusive. City and Vistra shall each
bear fifty percent (50%) of the escrow fees to be paid to Escrow Holder. Escrow Holder shall hold all
documents specified in this MOU for full performance of this MOU, until both final receipt by Escrow
Holder of all such documents, as well as all necessary approvals of such documents, including City’s
approval of the LOC. Escrow must close on or before ninety (90) days from the date of execution of this
MOU by the last of the three parties necessary for full execution of this MOU (“Escrow Closing Date”).
If Escrow does not close by the Escrow Closing Date, then any party shall have the right to terminate the
Escrow and this MOU upon written notice to the other parties and Escrow Holder. Upon receipt of such
cancellation notice, Escrow Holder shall return all documents to the party which deposited same, none of
the documents submitted to Escrow Holder shall have any legal effect, and all such documents shall be
null and void.

7. Demolition. On or before December 31, 2027, at Vistra’s sole cost and expense and in
accordance with all applicable City and other governmental agency (including, but not limited to, the
California Department of Toxic Substances Control (DTSC)) permits and approvals, Vistra shall demolish
the Building and the Stacks (“Demolition”) (with exception of, at City’s written request, which must be
made on or before December 31, 2022, the Stacks shall remain on the Property and not be demolished. If
City makes no such request, then the Stacks shall be demolished along with the Building). Demolition
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shall include, but not be limited to: destruction of the Building and the Stacks; removal from the Property
of the Building and the Stacks, all contents contained within the Building and the Stacks, and all debris
caused by that destruction; remediation of the Property, to the extent required, by DTSC and other
government agencies; and, removal of all visual obstruction caused by the Building and the Stacks.
Without any predetermination of approval, City shall in good faith assist Vistra (to the same extent City
assists any and all applicants seeking similar City permits or approvals) in the processing of all City
approvals necessary for the Demolition.

8. Battery Storage Facilities. Vistra shall continue, in good faith, to seek all necessary land
use entitlements and other governmental approvals for the Battery Storage Units (substantially similar to
the project proposed by plans submitted by Vistra to City on December 22, 2020), with the goal of that
project being eligible for a certificate of occupancy from City, acting in its government capacity, on or
before November 2, 2024, with the possibility of necessary extensions due to no fault of Vistra. City shall,
without any predetermination of approval, assist Vistra (to the same extent City assists any and all
applicants seeking similar City permits or approvals), in good faith, with the processing of relevant City
land use entitlements and other City approvals.

9. Mutual Cooperation. Vistra and the City shall cooperate to provide reliable energy to the
Central California Coast, and meet California’s renewable energy mandate of sourcing fifty percent (50%)
of its electricity sales from clean, renewable energy sources by 2030, through the anticipated (though not
predetermined) construction by Vistra of the Battery Storage Units, contingent upon securing (with no
predetermination of approval by City) all necessary land use entitlements and other governmental
approvals.

10.  Development Agreement. City and Vistra shall, in good faith but without any
predetermination of approval by City, negotiate a statutory development agreement (in full accordance
with Government Code section 65864, ef seq.) with regard to the development and operation of the Battery
Storage Units.

11.  Amendment or Modification. This MOU may only be amended or modified in writing
and shall be made only with the mutual written consent of all of the parties to this MOU.

12. Miscellaneous. The parties agree each has had an opportunity to have their counsel review
this MOU. Any rule of construction to the effect ambiguities are to be resolved against the drafting party
shall not apply in the interpretation of this MOU or any amendments or exhibits thereto. The captions of
the sections, if any, are for convenience and reference only, and are not intended to be construed to define
or limit the provisions to which they relate.

13. Authority. The parties hereby represent that the individuals executing this MOU are
expressly authorized to do so on behalf of the parties.

14. Enforcement. If any provision of this MOU is held by a court of competent jurisdiction or
by a legislative or rule making act to be either invalid, void or unenforceable, then the remaining
provisions of this MOU shall remain in full force and effect, unimpaired by the holding, legislation or
rule.

15. Notice. Except as otherwise expressly provided by law, any and all notices or other
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communications required or permitted by this MOU or by law to be served on or given to any party to this
MOU shall be in writing and shall be deemed duly served and given when personally delivered or in lieu
of such personal service when deposited in the United States mail, first class postage prepaid to the
following address for each respective party:

With Copy To:

City: City of Morro Bay City of Morro Bay
Attn: City Manager Attn: City Attorney
595 Harbor Street 595 Harbor Street
Morro Bay, CA 93442 Morro Bay, CA 93442
Vistra: Vistra Corp. Morro Bay Power Company LLC
6555 Sierra Drive 6555 Sierra Drive
Irving, TX 75039 Irving, TX 75039
Attn: Claudia Morrow Attn: General Counsel (Real Estate)
16. Assignment. No party (nor any member, shareholder or owner of Vistra) may assign this

MOU or any rights herein without the written consent of the other parties. Furthermore, any transfer of
more than 50% of the ownership interests in any member, shareholder or owner of Vistra shall constitute
a transfer or assignment in violation of this provision. This MOU shall be binding on and shall inure to
the benefit of the heirs, executors, administrators, successors and assigns of the parties hereto, but nothing
in this section shall be construed as consent by City to any assignment of this MOU or any interest in this
MOU.

17.  Applicable Law. This MOU and all matters relating to this MOU shall be governed by the
laws of the State of California in force at the time any need for the interpretation of this MOU or any
decision or holding concerning this MOU arises. Venue for any legal action by any of the parties against
any of the others related to this MOU shall be a court of competent jurisdiction in San Luis Obispo County,
State of California; provided, that any party may seek a change of venue, either pursuant to California
Code of Civil Procedure section 394, or otherwise pursuant to applicable law, but the parties expressly
agree only to a court of competent jurisdiction in Los Angeles County, State of California.

18. Attorney’s Fees. In the event of any litigation or other legal proceeding arising from this
MOU, the prevailing party will be entitled to recover, in addition to any other relief awarded or granted,
its reasonable costs and expenses, including reasonable attorney’s fees and expert witness fees, incurred
in the proceeding.

19. Force Majeure. Except as otherwise expressly provided for in this MOU, if the
performance of any act required by this MOU to be performed by any party is prevented or delayed by
reason of any act of nature, pandemic, strike, lockout, labor trouble, inability to secure materials, or any
substantially similar cause, the time for performance of the act will be extended for a period of time
equivalent to the period of delay and performance of the act during the period of delay will be excused;
provided, however, that nothing contained in this section shall exclude the prompt payment by any party
as required by this MOU or the performance of any act rendered difficult or impossible solely because of
the financial condition of the party required to perform the act.
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20. Waiver. The waiver of any breach by any party of any provision of this MOU shall not
constitute a continuing waiver or a waiver of any subsequent breach of this MOU.

21. Effective Date. This MOU shall be effective as of the date executed by the last of the three
parties necessary for full execution of this MOU (“Effective Date”).

22. Counterpart. This MOU may be executed in counterparts by the parties and each of such
counterparts shall be deemed an original for all purposes, but all of such counterparts shall constitute,
collectively, one agreement.

[SIGNATURES ON NEXT PAGE]
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IN WITNESS, whereof the parties do hereby set forth their signatures:

CITY:

CITY OF MORRO BAY, a municipal corporation

John Headding, Mayor

By:
Date:
ATTEST:
By:
Dana Swanson, City Clerk
Date:
APPROVED AS TO FORM:

ALESHIRE & WYNDER, LLP

By:
Chris F. Neumeyer, City Attorney
Date:

MORRO BAY POWER COMPANY LLC, a
Delaware limited liability company

By Stzpten () Wacats

Name: §tephen Muscato
Title: EVP and Chief Commercial Officer
Date: 5-26-21
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VISTRA CORP., a Delaware corporation
(as to only the provisions noted in the
paragraph at the beginning of this MOU)

By: Otzpten Q PDypeacats
Name’ StephepVJ. Muscato

Title: EVP and Chief Commercial Officer
Date: 5-26-21
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ACKNOWLEDGEMENTS

STATE OF TEXAS §
§
COUNTY OF DALLAS §
This instrument was acknowledged before me on the 26 day of  May , 2021, by

Stephen J. Muscato

, the EVP and Chief Commercial Oficer  0f Morro Bay Power Company LLC, a Delaware limited

liability company, on behalf of said company in the capacity therein stated.

v
‘;‘u‘?ﬁf.’f"; TIMNA ANN CORLEY
Egﬁ = Natary Public, State of Texas
'?:_1, q $ Comm. Expiras 01-04-2023
U T Notary 1D 6443860

Notary Public in and for the Sate of Texas

Tina Ann Corley
(Print Name of Notary Public Here)

STATE OF TEXAS §
§
COUNTY OF DALLAS §
This instrument was acknowledged before me on the 26 day of _ May , 2021, by

Stephen J. Muscato

, the EVP and Chief Commercial Officer  of Vistra Corp., a Delaware corporation, on behalf of said

company in the capacity therein stated.

e
«';:-T‘}'{f:’fo TINA ANN CORLEY
9@-‘&  Notary Public, State of Texas
{. = Comm. Explres 01-04-2023

I‘f
‘*?"?-.‘ Notary 1D 8443850
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Administrator
Stamp

Administrator
Stamp


Accepted by Escrow Holder this  day of ,2021.

FIDELITY NATIONAL TITLE INSURANCE COMPANY

By:
Name:
Title:
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EXHIBIT A
TEMPORARY EASEMENT DEED
(Immediately behind this page)
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FREE RECORDING REQUESTED BY
AND WHEN RECORDED MAIL TO:

City of Morro Bay

595 Harbor Street

Morro Bay, CA 93442

Attn: Dana Swanson, City Clerk

(Space Above This Line for Recorder’s Office Use Only)
(Exempt from Recording Fee per Gov. Code § 6103)

GRANT OF TEMPORARY CONSTRUCTION EASEMENTS

FOR A VALUABLE CONSIDERATION, the receipt of which is hereby acknowledged,
VISTRA CORP., a Delaware corporation, and MORRO BAY POWER COMPANY LLC, a
Delaware limited liability company (jointly “Grantor”), hereby grant(s) to the CITY OF MORRO
BAY, a municipal corporation, and its authorized agents, contractors and subcontractors
(“Grantee”), temporary construction easements in the following portions of the real property
located at 1290 Embarcadero, in the City of Morro Bay, County of San Luis Obispo, California,
Assessor’s Parcel Number (APN) 066-331-046 and legally described on Exhibit A which is the
servient tenement (“Property”):

Temporary Construction Easements (TCEs):

(1) A temporary construction easement consisting of approximately 93,218 square
feet (2.14 acres), described as Parcel Two in Exhibit B-1 and depicted in Exhibit C-1, each
exhibit attached hereto and incorporated herein by this reference. The term of this TCE
shall be a period of thirteen (13) months, commencing from the date of written notice to
Grantor. In no event will the TCE expire later than May 1, 2022 (“13 Month TCE”).

(2) A temporary construction easement consisting of approximately 192,971 square
feet (4.43 acres), described in Exhibit B-2 and depicted in Exhibit C-2, each exhibit
attached hereto and incorporated herein by this reference. The term of this TCE shall be a
period of nineteen (19) months commencing on the date of written notice to Grantor. In no
event will the TCE expire later than January 31, 2023 (“19 Month TCE”).

Hereinafter the 13 Month TCE and the 19 Month TCE may be individually referred
to as a “TCE” and jointly as the “TCEs”.

Dominant Tenement: The TCEs are appurtenant to the real property described in Exhibit D (the
“Dominant Tenement”), such exhibit attached hereto and incorporated herein by this reference.

Effective Date: This Grant of TCEs shall be effective upon recordation in the Official Records of
San Luis Obispo County (“Official Records™).

Project: Grantee’s use of the TCEs shall be solely in connection with the construction and
maintenance of Grantee’s water/wastewater project consisting of the following: (i) the
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decommissioning of the existing wastewater treatment plant (“WWTP”); (i1) construction of a
new water reclamation facility (“WRF”) on the Dominant Tenement; (iii) construction of new
pipelines and pump stations for the conveyance of wastewater from the existing sewer system to
the new WRF and the conveyance of treated recycled water to new injection wells; and (iv)
construction of infrastructure for groundwater injection/replenishment and potable water reuse
(collectively, the “Project”).

Grantee shall not have the right to bury, install, maintain, or operate any power or electrical
transmission lines within the TCEs other than that which is to be used exclusively for the Project,
and Grantee further covenants that the TCEs will not be used for the production or generation of
electricity in any form, nor will it be used for the siting of a commercial power station or energy
storage facility of any kind, whether sited on the Property or any adjacent property. This covenant
restricting any use of the TCEs to commercially generate, produce or store electricity or to
otherwise site a power station or energy storage facility, in any form or of any kind, shall be a
covenant running with, touching, and encumbering the TCEs, binding upon the Grantee and all
successors in interest or title, transferees, vendees, lessees, mortgagees, and assigns who are
owners and/or users of the Property.

Trees: Within the TCEs, trees not marked for removal which are over six (6) inches in Diameter
Breast Height (“DBH”) will be protected in place and may be trimmed per the Project arborist’s
recommendations. Trees in the TCEs which are smaller than six (6) inches in DBH may be
removed as part of the clearing and grubbing operations within the TCE in coordination with the
Project biologist and arborist. After completion of construction of the pipelines and wells, Grantee
shall replace, as reasonably as feasible, all removed trees.

Vegetation: Upon activation notice for each TCE and thereafter during the term, Grantee shall
clear and grub vegetation within the TCE limits as necessary during construction, as well as restore
to a substantially same condition to those conditions existing prior to the commencement of work,
all areas damaged by erosion, construction activities, or other causes, and hydroseed those areas
to promote growth of native vegetation. Restoration shall include filling depressions and gullies,
establishing level grades and slopes, and compacting soils to prevent wind erosion. Only native
fill shall be used for restoration.

Fencing: Grantee shall at all times during use of the TCEs secure the Property via temporary
fencing at the outer limits of the TCEs. Prior to the removal of the existing fence, Grantee will
provide temporary security fencing at least equal to the existing chain link and barbed wire fencing
to protect the existing facilities and structures.

Damages & Indemnification: Grantee shall be liable to Grantor for any damages to Grantor
incurred as a result of Grantee’s failure to properly secure the Property during construction.

Grantee shall, indemnify, defend and hold harmless Grantor and their officers, directors,
employees, agents, representatives, affiliates, subsidiaries, successors and assigns from and against
any and all claims, liabilities, losses, damages, demands, lawsuits, causes of action, (including, but
not limited to, (a) claims for personal injuries, death, damages to property; (b) fines, penalties, or
damages resulting from or assessed upon Grantor by any federal, state, or local regulatory agency
or body; (c) any damages to the Property as a direct result of any soil disturbance by Grantee or
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any employee, contractor, subcontractor, vendor, consultant, agent, supplier or other party engaged
by Grantee (collectively, “Grantee Parties”), (d) any damages to the Property as a direct result of
any spills of hazardous substances, accidental discharge of hazardous substances, or dispersal of
hazardous substances on the Property (“Hazardous Substance Conditions”), except to the extent
such Hazardous Substance Conditions existed on the Property prior to the date of this Grant of
TCEs, and are not caused nor exacerbated on the Property as the result of the acts or omissions of
the Grantee Parties; and, (e) all other claims or demands and costs and expenses, including
reasonable attorney's fees, costs of litigation and/or investigation or other reasonable costs
associated therewith), arising out of, resulting from, caused by, or in any way related to (1) the
entry or presence, pursuant to the TCEs, upon the Property by Grantee Parties, (2) activities,
pursuant to the TCEs, by any Grantee Parties, (3) any breach of this Grant of TCEs, and (4) the
negligence or misconduct, pursuant to the TCEs, of any Grantee Parties, save and except to the
extent any such liability pursuant to this “Damages & Indemnification” section results from the
intentional conduct, or negligence, of Grantor or any of their officers, directors, employees, agents,
representatives, affiliates, subsidiaries, successors or assigns.

Grantee agrees to support its obligations under this Grant of TCEs, including without
limitation its agreement to indemnify, defend, and hold harmless Grantor pursuant to the
subsection above, by purchasing and maintaining at all times during the term hereof insurance
coverage in the following types and amounts: (a) statutory Workers' Compensation insurance
(statutory limits) covering all personnel engaged in furnishing services related to Grantee’s
operations on the Property; (b) Employers’ Liability Insurance with limits no less than (i)
$1,000,000 bodily injury by accident, (ii) $500,000 bodily injury by disease each person, and (iii)
$500,000 bodily injury by disease policy limit; (¢) Commercial General Liability Insurance
including but not limited to, contractual liability, personal and advertising injury, products liability
and premises/completed operations liability with limits of not less than $1,000,000 per occurrence,
$2,000,000 general aggregate, for bodily injury, including death and property damage, and
products and completed operations liability, and containing no exclusion for XCU (explosion,
collapse and underground); (d) comprehensive automobile liability coverage for One Million
Dollars ($1,000,000) per occurrence for vehicles owned or utilized by City’s personnel or its
contractor's personnel; and (e) Excess Liability Insurance in excess of the underlying insurance
described in (b) — (d) above in an amount not less than $15,000,000 per occurrence; (f) Contractors
Pollution Legal Liability, during the course of construction, written on an Occurrence Form
including but not limited to property damage, bodily injury, cleanup, defense cost, new pollution
events, non-owned disposal site liability, sudden, accidental and gradual pollution in an amount
not less than $5,000,000 per occurrence; (g) Fixed Site Pollution Legal Liability, after construction
prior to the commencement of operations, including coverage for onsite and offsite 1% party and
3" party bodily injury and property damage, testing, monitoring and cleanup, defense cost, new
pollution events, non-owned disposal site liability (NODS), and natural resource damages (NRDs),
covering sudden, accidental and gradual pollution in an amount not less than Five Million Dollars
($5,000,000) per accident or occurrence. The required limits of insurance can be satisfied by any
combination of primary and excess coverage. At Grantee’s option, Grantee shall obtain such
coverage from either (1) the California Joint Powers Insurance Authority (“CJPIA”) or other
similar joint powers agency providing coverage to governmental agencies in the State of
California, or (2) an insurance company or companies having an A.M. Best Company rating of
A-, VII or better. Each of the required policies (except for worker’s compensation coverage), if
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written on a claims-made basis, will be maintained in full force and effect for three (3) years after
final acceptance or the completion of the Work, whichever is later and: 1) shall name Grantor as
an Additional Insured or Protected Party under a Limited Protected Contract for on-going and
completed operations; 2) shall include waivers of subrogation in Grantor’s favor; and, 3) shall be
primary and non-contributory regardless of the insurance available to Grantor. Certificates of
insurance for each policy and required coverages must show Vistra Corp., Vistra Intermediate
Company LLC, Vistra Operations Company LLC, Luminant Power LLC, Luminant Power
Generation Inc., and Morro Bay Power Company LLC, and their successors (collectively, the
“Certificate Holders”) as the certificate holder. At Grantee’s written request, Grantor shall
annually provide to Grantee an updated list of Certificate Holders within seven (7) days of receipt
of such request but no more than once per calendar year. Such certificates shall be delivered to
Grantor on or before the execution of this Grant of TCEs and on or prior to each annual anniversary
of the Effective Date, and shall be endorsed with an acknowledgment that the policy shall not be
cancelled or terminated, nor shall the policy form be changed, without written notice to Grantor.
Each Grantee policy shall contain an agreement by the insurer that such policy or policies shall
not be canceled or non-renewed without at least 30 days’ prior written notice to Grantor. The
requirements contained herein as to the types and limits of all insurance to be maintained by
Grantee are not intended to and will not, in any manner, limit or qualify the liabilities and
obligations assumed by Grantee under this Agreement.

Further, Grantee will make good faith efforts to require (though not guarantee) any
contractor, subcontractor, vendor, consultant, agent, supplier or other party engaged by Grantee to
perform services under this Grant of TCEs: to also name Grantor as additional insured, provide to
Grantor a waiver of subrogation and primary noncontributory status of the following minimum
coverages: (a) Commercial General Liability Insurance with limits of not less than $1,000,000 per
occurrence, $2,000,000 general aggregate, for bodily injury, personal injury, and property damage;
(b) comprehensive automobile liability coverage for One Million Dollars ($1,000,000) per
occurrence for vehicles owned or utilized by such contractor’s personnel; and (c) additional
coverages as Grantee may, in its discretion, to require based on the scope of work to be performed
by such contractor. To the extent Grantee does not require, or the vendor/subcontractor does not
obtain such coverage, Grantee agrees to indemnify and hold the Additional Insureds harmless from
all claims, demands, losses, expenses and judgments to which said coverages would have applied.
The foregoing shall in no way limit the entire indemnity obligations of Grantee. Nothing contained
herein relating to coverage or amounts of insurance shall operate as a limitation of Grantee’s
liability in tort, contract, or otherwise. Failure of Grantor to request evidence of any such insurance
shall not constitute a waiver of Grantor’s requirements therefor. Any actions, errors or omissions
that may invalidate coverage for Grantee shall not invalidate or prohibit coverage available to the
Additional Insureds. Receipt by Vistra Corp. of a certificate of insurance, endorsement or policy
of insurance which is more restrictive than the contracted for insurance shall not be construed as a
waiver or modification of the insurance requirements above or an implied agreement to modify
same, nor is any verbal agreement to modify same permissible or binding. If Grantee fails (such
failure expressly not including insurance requirements, nor certificates or evidence of coverage,
from any entity other than specifically from the City of Morro Bay) to comply with the foregoing
Grantee insurance requirements or to deliver to Grantor the certificates or evidence of coverage
required herein, Grantor, in addition to any other remedy available pursuant to this Grant of TCEs
or otherwise, may, but shall not be obligated to, obtain such insurance on Grantee’s behalf, and
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Grantee shall pay to Grantor on demand the premium costs thereof, plus an administrative fee of
15% of such premium costs.

Notice: Any notice, demand, request, document, consent, approval, or communication either party
desires or is required to give to the other party or any other person shall be in writing and either
served personally or sent by prepaid, first-class mail, in the case of Grantee, to the City Manager,
City of Morro Bay, 595 Harbor Street, Morro Bay, CA 93442 and in the case of Grantor, to the
person(s) at Vistra Corp., 6555 Sierra Drive, Irving, TX 75039, Attention: Claudia Morrow. Either
party may change its address by notifying the other party of the change of address in writing.
Notice shall be deemed communicated at the time personally delivered or in seventy-two (72)
hours from the time of mailing if mailed as provided herein.

Severability: In the event that part of this Grant of TCEs shall be declared invalid or
unenforceable by a valid judgment or decree of a court of competent jurisdiction, such invalidity
or unenforceability shall not affect any of the remaining portions of this Grant of TCEs which are
hereby declared as severable and shall be interpreted to carry out the intent of the parties hereunder.

Interpretation: The terms of this Grant of TCEs shall be construed in accordance with the
meaning of the language used and shall not be construed for or against either party by reason of
the authorship of this Grant of TCEs or any other rule of construction which might otherwise apply.

Applicable Law. This Grant of TCEs and all matters relating to this Grant of TCEs shall be
governed by the laws of the State of California in force at the time any need for the interpretation
of this Grant of TCEs or any decision or holding concerning this Grant of TCEs arises. Venue for
any legal action by any of the parties against any of the others related to this Grant of TCEs shall
be a court of competent jurisdiction in San Luis Obispo County, State of California; provided, that
any party may seek a change of venue, either pursuant to California Code of Civil Procedure
section 394, or otherwise pursuant to applicable law, but the parties expressly agree only to a court
of competent jurisdiction in Los Angeles County, State of California.

Attorney’s Fees. In the event of any litigation or other legal proceeding arising from this Grant of
TCEs, the prevailing party will be entitled to recover, in addition to any other relief awarded or
granted, its reasonable costs and expenses, including reasonable fees and costs for any attorney
(including in-house counsel), accountant, expert witness, or consultant, incurred in the proceeding.

Representations and Warranties. Each entity comprising Grantor represent and warrant that (i)
they own the Property; (ii) there are no liens on the Property; and (iii) the persons executing this
Grant of TCEs have full authority to execute on behalf of the respective entity.

Exhibits. Exhibits A, B-1, B-2, C-1, C-2 & D attached hereto are incorporated herein by reference.

[SIGNATURES ON FOLLOWING PAGE]
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IN WITNESS WHEREOQOF, Grantor has caused this Grant of TCEs to be executed on their
behalf by their respective officers or agents hereunto as of the date set forth below each signature.

GRANTOR:

MORRO BAY POWER COMPANY LLC, VISTRA CORP.,
a Delaware limited liability company a Delaware corporation
By: By:

Name: Name:

Title: Title:
Date: Date:
By: By:

Name: Name:

Title: Title:
Date: Date:
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EXHIBIT "A"
Legal Description

For APN/Parcel ID(s): 066-331-046

THE LAND REFERRED TO HEREIN BELOW IS SITUATED IN THE CITY OF MORRO BAY, COUNTY OF SAN LUIS
OBISPO, STATE OF CALIFORNIA AND IS DESCRIBED AS FOLLOWS:

The parcel of land shown as Lot 1 on that certain Lot Line Adjustment designated Case No. LL 01-97 recorded February
26, 1998 as Document No. 1998-010270 of Official Records of San Luis Obispo County (the "Lot Line Adjustment") and
more particularly described as follows:

All that certain real property situated in Section 25, Township 29 South, Range 10 East, Mount Diablo Base and Meridian,
in the City of Morro Bay, County of San Luis Obispo, State of California, described as follows:

Commencing at a point of intersection of the Northerly right-of-way line of Surf Street (formerly known as Ninth Street) with
the centerline of Scott Street (formerly known as "S" Street), as said streets are delineated and so designated on the Map
of Atascadero Beach, recorded July 2, 1917 in Book 2, Page 15 of Maps, in the office of the County Recorder of said
County, said point also being the point of beginning of the 48.7 acre parcel of land set forth in the quitclaim deed from the
County of San Luis Obispo to the Pacific Gas and Electric Company, a corporation (P.G.&E.), recorded September 25,
1951, in the office of the County Recorder of said County in Book 628 at Page 342 of Official Records; thence along the
centerline of Scott Street North 8°07'26" West, 126.01 feet to the Northeasterly corner of that certain parcel of land
described in the deed from P.G.& E. to the County of San Luis Obispo recorded July 28, 1953 in Book 720 at Page 69 of
Official Records, in the office of the County Recorder of said County, said point also being the True Point of Beginning;
thence leaving said centerline of Scott Street, along the Northerly line of the land described in last said deed South
88°19'28" West 269.38 feet to a point on the centerline of Mesa Drive as said Drive is delineated on said Map of
Atascadero Beach, said point also being the Northwesterly corner of the lands described in last said deed, and being a
point on the boundary line of said 48.7 acre parcel; thence along said boundary line South 87°15'33" West 182.67 feet;
thence South 20°48'10" East 122.10 feet to a point on the Northerly right-of-way line of said Surf Street and the Southerly
boundary line of said 48.7 acre parcel; thence along said Northerly right-of-way line and said Southerly boundary line South
89°11'34" West 362.73 feet to the Southeasterly terminus of that certain course in the Southwesterly boundary line of said
48.7 acre parcel, said course showing a bearing and distance of "North 53°45' West 884.13 feet" (North 53°52'05" West
884.13 feet for the purposes of this description), said point also being the most Easterly corner of the parcel of land
described in the deed from the County of San Luis Obispo to P.G.& E., recorded January 26, 1956 in Book 833 at Page
525 of Official Records, in the Office of the County Recorder of said County; thence at right angles to last said course
South 36°07'55" West 190.66 feet to a point on the Southwesterly boundary line of Tide Lands Survey No. 14, recorded in
Book 4 at Page 11 of Record of Surveys, in the Office of the County Recorder of said County; thence along said
Southwesterly boundary North 59°39'45" West 201.03 feet; thence leaving said Southwesterly boundary North 36°07'55"
East 210.96 feet to a point on the Southwesterly boundary line of said 48.7 acre parcel, said point being distant North
53°52'05" West 200.00 feet along said boundary line from said Southeasterly terminus of the Southwesterly boundary line
of the 48.7 acre parcel; thence along the Southwesterly boundary of said 48.7 acre parcel North 53°52'05" West 684.13
feet; thence at right angles South 36°07'55" West 369.55 feet to a point on the Southwesterly boundary line of the parcel of
land quitclaimed to the County of San Luis Obispo by deed recorded August 1, 1949, in Book 530 at Page 214 of Official
Records of said County; thence along last said Southwesterly boundary North 75°37'05" West 215.33 feet; thence North
36°07'55" East 449.34 feet; thence North 53°52'05" West 286.04 feet; thence North 30°58'19" West 175.66 feet; thence
North 21°19'19" West 543.47 feet to a point on the centerline of 79th Street, as said 79th Street is shown on said Map of
Atascadero Beach; thence leaving the boundary of said 48.7 acre parcel, along the centerline of said 79th Street South
81°03'50" West 42.89 feet to a point of intersection with the centerline of "C" Street, as said centerline is so delineated on
said Map; thence along the centerline of said "C" Street North 8°56'10" West 1379.64 feet to a point of intersection with the
centerline of 70th Street, said 70th Street being so delineated on said Map, thence along the centerline of said 70th Street
North 81°03'50" East 736.36 feet to the Southwesterly corner of Lot 27 of Block 28D of said Map, thence along the
Westerly line of said Lot 27 and Lot 20 of said Block 28D North 8°56'10" West 149.96 feet to a point on the centerline of
69th Street, said 69th Street being so delineated on said Map, said point also being the Northwesterly corner of said Lot
20; thence along said centerline of 69th Street North 81°03'50" East 175.26 feet to a point of intersection with the
centerline of "J" Street, said "J" Street being so delineated on said Map; thence along said centerline of "J" Street South
8°56'10" East 10.00 feet to a point of intersection with the Westerly prolongation of the Northerly line of Lot 6 of Block 27 of
said Map; thence along said Westerly prolongation and the Northerly line of Lot 6 and the Easterly prolongation thereof
North 81°03'50" East 750.88 feet to the Northwesterly corner of the parcel of land described in the deed from P.G.&E. to
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the State of California recorded October 7, 1960 in Book 1087 at Page 277 of Official Records, in the office of the County
Recorder of said County, said Northwesterly corner also being a point on the Westerly right-of-way line of California State
Highway 1 as shown on the California Department of Transportation's Right-of-Way Map Sheets designated as postmile
29.6 and postmile 30.1 (sheets 27 and 28 of 33) on file in the office of California Department of Transportation District 5
Right-of-Way Engineering Department in the City of San Luis Obispo, State of California; thence along said Westerly
right-of-way line South 20°06'36" East 550.31 feet; thence continuing along said Westerly right-of-way line South 23°32'35"
East 307.51 feet to the beginning of a non-tangent curve concave Easterly having a radius of 4080.00 feet, to which a
radial line bears South 67°54'00" West; thence continuing along said Westerly right-of-way line Southeasterly along said
curve through a central angle of 7°10'01" an arc distance of 510.35 feet; thence continuing along said Westerly
right-of-way line South 27°12'08" East, 628.32 feet; thence continuing along said Westerly right-of-way line South
44°10'05" East 44.29 feet to a point of intersection with the Easterly boundary line of the parcel of land described in the
deed from the State of California to P.G.&E. recorded October 7, 1960, in the Office of the County Recorder of said
County, in Book 1087 at Page 273 of Official Records; thence leaving said Westerly right-of-way line of Highway 1 along
last said Easterly boundary line South 17°19'03" East 136.90 feet; thence continuing along said Easterly boundary line
South 45°31'03" East 508.65 feet; thence South 34°07'03" East 181.13 feet to the most Easterly corner of Lot 39 of Block
31 of said Map of Atascadero Beach; thence along the Southeasterly line of said Lot 39, last said line also being the
Northeasterly prolongation of the centerline of Scott Street, South 55°57'03" West 289.42 feet to the beginning of a tangent
curve concave Southeasterly, having a radius of 175.72 feet; thence continuing along said centerline of Scott Street
Southwesterly along said curve through a central angle of 39°18'10" an arc distance of 120.54 feet; thence continuing
along said centerline South 16°38'53" West 0.26 feet to the beginning of a tangent curve concave Northwesterly, having a
radius of 404.66 feet; thence continuing along said centerline Southwesterly along said curve through a central angle of
43°16'54" an arc distance of 305.68 feet; thence continuing along said centerline South 59°55'47" West 15.07 feet to the
beginning of a tangent curve concave Southeasterly having a radius of 95.71 feet; thence continuing along said centerline
Southwesterly and Southerly along said curve through a central angle of 68°03'13" an arc distance of 113.68 feet to the
True Point of Beginning.

Excepting therefrom that portion described as follows:

Commencing at the most Easterly corner of Lot 39 of Block 31 of said Map of Atascadero Beach, said corner also being a
point on the Easterly boundary line of said deed recorded October 7, 1960; thence along said Easterly boundary line North
34°07'03" West 181.13 feet; thence continuing along said Easterly boundary line North 45°31'03" West 300.40 feet to the
True Point of Beginning; thence leaving said Easterly boundary line North 82°25'56" West 51.99 feet; thence North
80°32'04" West 49.03 feet; thence North 72°44'42" \West 35.29 feet; thence South 89°09'33" West 47.97 feet; thence
South 78°00'52" West 65.65 feet; thence South 56°11'46" West 49.82 feet; thence at right angles to that certain course in
said Southwesterly boundary line of said 48.7 acre parcel, said course showing a bearing and distance of "North 53°45'
West 884.13 feet" (North 53°52'05" West 884.13 feet for the purposes of this description), South 36°07'55" West 473.15
feet; thence at right angles North 53°52'05"West 148.76 feet; thence at right angles North 36°07'55' East 75.05 feet;
thence at right angles North 53°52'05" West 837.90 feet; thence at right angles South 36°07'55" West 97.53 feet; thence
at right angles North 53°52'05" West 176.60 feet; thence North 19°35'23" East 254.47 feet; thence North 8°25'31" East
80.98 feet; thence North 19°47'04" East 209.64 feet; thence at right angles to said Southwesterly boundary line North
36°07'55" East 159.02 feet; thence North 75°19'23" East 421.36 feet; thence South 85°42'10" East 271.06 feet to the
beginning of a non-tangent curve concave Northeasterly having a radius of 4080.00 feet, to which a radial line bears South
62°51'50" West, said beginning point also being on said Westerly right-of-way line of said California State Highway 1;
thence continuing along said Westerly right-of-way line Southeasterly along said curve through a central angle of 2°07'51"
an arc distance of 151.74 feet; thence continuing along said Westerly right-of-way line South 27°12'08" East 628.32 feet;
thence continuing along said Westerly right-of-way line South 44°10'05" East 44.29 feet to a point of intersection with the
Easterly boundary line of the parcel of land described in said deed dated October 7, 1960; thence leaving said Westerly
right-of-way line of Highway 1 along last said Easterly boundary line South 17°19'03" East 136.90 feet; thence continuing
along said Easterly boundary line South 45°31'03" East 208.25 feet to the True Point of Beginning.

Also excepting therefrom all minerals and oil, in, under, or upon that portion formerly described as Lot 15 in Block 29 of
Atascadero Beach, in the City of Morro Bay, County of San Luis Obispo, State of California, according to map recorded
July 2, 1917 in Book 2, Page 15 of Maps.

Also excepting therefrom all interests and facilities as reserved by P.G. & E in Grant Deed dated June 30, 1998, recorded
July 2, 1998 as Document No. 1998-040835 of Official Records, in the office of the County Recorder of said County.
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Also excepting therefrom that portion conveyed to the City of Morro Bay by deed recorded May 3, 2007 as Document No.
2007030485 of Official Records.

Also excepting therefrom that portion conveyed to the City of Morro Bay by deed recorded May 6, 2015 as Document No.
2015021548 of Official Records.
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EXHIBIT B-1

City of Morro Bay WRF Offsite Pipeline Project
Vistra Energy - APN 066-331-040

August 2019
Page 1 of 4 Pages

Those portions of Lot 1, Lot Line Adjustment 01-97, Case MBAL 97-239, in the City of Morro Bay, County of San Luis
Obispo, State of California, as described in the Certificate of Compliance recorded February 26, 1998 as Document
Number 1998-010270 of Official Records of said County, and as shown on the map filed in Book 77, Page 26 of
Record of Surveys in the office of the County Recorder of said County, described as follows:

Parcel One

A Twenty (20.00) foot wide strip of land, the centerline of which is described as follows:

Commencing at the southeast corner of Lot 2, Lot Line Adjustment 01-97, Case MBAL 97-239, as described in the
Certificate of Compliance recorded February 26, 1998 as Document Number 1998-010271 of Official Records of
said County, being the point common to said Lot 1, said Lot 2, and State Highway 1;

Thence, along the easterly line of said Lot 1, S45°31’03"E, a distance of 16.65 feet, more or less to a point on a line
parallel with, and lying 20.00 feet southeasterly of, the southeasterly line of said Lot 2;

Thence 1%, along said parallel line, N82°25'56"W, a distance of 65.46 feet;

Thence 2", continuing along said parallel line, N80°32'04"W, a distance of 49.88 feet;
Thence 3, continuing along said parallel line, N72°44'42"W, a distance of 34.38 feet;
Thence 4%, continuing along said parallel line, $89°09'33"W, a distance of 45.40 feet;
Thence 5%, continuing along said parallel line, $78°00'52"W, a distance of 62.75 feet;
Thence 6%, continuing along said parallel line, S56°11'46"W, a distance of 46.12 feet;
Thence 7%, continuing along said parallel line, $36°07'55"W, a distance of 420.02 feet;
Thence 8%, leaving said parallel line, $13°43'22"W, a distance of 38.91 feet;

Thence 9%, $36°13'22"W, a distance of 173.37 feet;

Thence 10, S81°13'22"W, a distance of 11.73 feet;

Thence 11, N53°46'38"W, a distance of 36.26 feet;

Thence 12, $81°13'22"W, a distance of 62.19 feet;

Thence 13, S69°58'22"W, a distance of 17.65 feet;

Thence 14", $81°13'22"W, a distance of 25.35 feet;

Thence 15, N75°48'02"W, a distance of 22.56 feet;

Thence 16, N87°03'02"W, a distance of 26.51 feet;

" GUIDA
Job No. 0117-01961 —J—
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Thence 17, S81°06'34"W, a distance of 85.11 feet;

Thence 18, $58°36'34"W, a distance of 51.83 feet;

Thence 19, S36°06'34"W, a distance of 17.87 feet, more or less, to a line parallel with, and lying 10.00
feet northeasterly of, the easterly line of the land quitclaimed to the City of Morro Bay in the
Quitclaim Deed recorded May 6, 2015 as Document Number 2015021548 of Official Records of said
County, and as shown on the map filed in Book 111, Page 30 of Record of Surveys in the office of the

County Recorder of said County;

Thence 20', along said parallel line, S24°13'11"E, a distance of 548.20 feet, more or less, to the southerly
line of said Lot 1, being also a point of the north line of Surf Street.

The sidelines of said twenty foot wide strip shall be lengthened or shortened to terminate easterly on said easterly
line of Lot 1 and to terminate southerly on said southerly line of Lot 1.

Containing 0.85 acres, more or less.
Parcel Two
Beginning at the southeast corner of Lot 2, Lot Line Adjustment 01-97, Case MBAL 97-239, as described in the
Certificate of Compliance recorded February 26, 1998 as Document Number 1998-010271 of Official Records of
said County, being the point common to said Lot 1, said Lot 2, and State Highway 1;

Thence 1%, along the easterly line of said Lot 1, S45°31'03"E, a distance of 60.30 feet;

Thence 2", leaving said easterly line, S84°14'59"W, a distance of 264.15 feet;

Thence 39, S45°44'02"W, a distance of 75.30 feet;

Thence 4%, $32°43'13"E, a distance of 100.68 feet;

Thence 5%, $32°18'05"W, a distance of 97.01 feet;

Thence 6, N55°54'38"W, a distance of 153.01 feet, more or less, to the southeasterly line of Parcel One
described above;

Thence 7*", along said southeasterly line, $36°07'55"W, a distance of 51.24 feet;
Thence 8%, leaving said southeasterly line, S$53°28'45"E, a distance of 28.38 feet;
Thence 9", $38°43'47"W, a distance of 203.62 feet;
Thence 10, $53°39'33"E, a distance of 108.10 feet;

Thence 11", S48°11'51"W, a distance of 128.37 feet;

" GUIDA
Job No. 0117-01961 : sl
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Thence 12'", N87°54'46"W, a distance of 365.86 feet, more or less, to a point on the southerly line of
Parcel One described above;

Thence 13", leaving said southerly line, S42°44'53"W, a distance of 57.37 feet;

Thence 14%, S27°24'45"E, a distance of 551.72 feet, more or less, to the southerly of said Lot 1;

Thence 15", along last said southerly line, 589°11'34"W, a distance of 64.81 feet, more or less, to the
southeasterly corner of the land quitclaimed to the City of Morro Bay in the Quitclaim Deed recorded
May 6, 2015 as Document Number 2015021548 of Official Records of said County, and as shown on the
map filed in Book 111, Page 30 of Record of Surveys in the office of the County Recorder of said County;

Thence 16", along said easterly line and its northwesterly prolongation, N24°13'11"W, a distance of
489.11 feet;

Thence 17', leaving said easterly line, N53°38'01"W, a distance of 75.08 feet;
Thence 18, N38°37'27"E, a distance of 50.00 feet;

Thence 19*, $53°38'01"E, a distance of 20.25 feet, more or less, to the northwesterly line of Parcel One
described above;

Thence 20™, along said northwesterly line, N36°06'34"E, a distance of 5.46 feet to an angle point therein;

Thence 21%, continuing along said northwesterly line, N58°36'34"E, a distance of 55.81 feet to an angle
point therein;

Thence 22", leaving said northwesterly line, N35°51'31"E, a distance of 167.15 feet;
Thence 23", S54°08'29"E, a distance of 211.37 feet;
Thence 24, N36°04'14"E, a distance of 155.98 feet;

Thence 25, N27°35'18"E, a distance of 45.89 feet, more or less, to an angle point in the northwesterly
line of Parcel One described above, being also a point on the southeasterly line of said Lot 2;

Thence 26™, along said southeasterly line, N36°07'55"E, a distance of 423.77 feet;

Thence 27, continuing along said southeasterly line, N56°11'46"E, a distance of 49.82 feet to an angle
point therein;

Thence 28, continuing along said southeasterly line, N78°00'52"E, a distance of 65.65 feet to an angle
point therein;

Thence 29", continuing along said southeasterly line, N89°09'33"E, a distance of 47.97 feet to an angle
point therein;
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Thence 30'™, continuing along said southeasterly line, $72°44'42"E, a distance of 35.29 feet to an angle
point therein;

Thence 31%, continuing along said southeasterly line, S80°32'04"E, a distance of 49.03 feet to an angle
point therein;

Thence 32", continuing along said southeasterly line, $82°25'56"E, a distance of 51.98 feet to the Point of
Beginning.

Excepting therefrom all of Parcel One described above.

Containing 2.14 acres, more or less.

This description has been prepared by me, or under my direction, in conformance with the Professional Land

Justin P. Height, PLS 6167
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That portion of Lot 1, Lot Line Adjustment 01-97, Case MBAL 97-239, in the City of Morro Bay, County of San Luis
Obispo, State of California, as described in the Certificate of Compliance recorded February 26, 1998 as Document
Number 1998-010270 of Official Records of said County, and as shown on the map filed in Book 77, Page 26 of
Record of Surveys in the office of the County Recorder of said County, described as follows:

Commencing at the northeast corner of Lot 2, Lot Line Adjustment 01-97, Case MBAL 97-239, as described in the
Certificate of Compliance recorded February 26, 1998 as Document Number 1998-010271 of Official Records of
said County, being the point common to said Lot 1, said Lot 2, and State Highway 1;

Thence, along the northerly line of said Lot 2, N85°42°10”W, a distance of 81.78 feet, more or less, to a point on a
line parallel with, and lying 70.00 feet westerly of, said easterly line of Lot 1, said point being the beginning of a

non-tangent curve to the right, concave easterly, the radial center of which bears N63°27'10"E, a distance of
4150.00 feet;

Thence, along said parallel line, and along said curve, through a central angle of 01°35'42”, an arc distance of
115.53 feet, more or less, to a point on a line parallel with, and lying 100.00 feet northerly of, the northerly line of

said Lot 2, said point being the True Point of Beginning;

Thence 1%, continuing along the line parallel with the easterly line of Lot 1, and continuing northerly along
said curve, through a central angle of 02°50°24”, an arc distance of 205.71 feet;

Thence 2", continuing along last said parallel line, N23°32"35"W, a distance of 308.73 feet
Thence 3", continuing along last said parallel line, N20°06’36”W, a distance of 117.27 feet;
Thence 4%, leaving last said parallel line, 569°53'24"W, a distance of 20.00 feet;

Thence 5%, $24°53'25”W, a distance of 253.12 feet;

Thence 6%, 566°27'25"w, a distance of 247.68 feet, more or less, to a line parallel with, and lying 450.00
westerly of, the 2" course described herein;

Thence 7", along last said parallel line, $23°32’35"E, a distance of 345.79 feet, more or less, to a line
parallel with, and lying 100.000 feet northerly of, the northerly line of said Lot 2;

Thence 8", along last said line parallel line, N75° 19' 23"E, a distance of 322.82 feet;

Thence 9%, continuing along last said parallel line, S85° 42' 10"E, a distance of 148.14 feet to the True
Point of Beginning.

Containing 4.43 acres, more or less.

This description has been prepared by me, or under my direction, in conformance with the Professional Land
Surveyors

Justin P. Height, PLS 6167

JUSTIN P HEIGHT
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