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Docket Control Center 
Arizona Corporation Commission 
1200 W. Washington St. 
Phoenix, Arizona 

To Whom it Concerns: 

Attached is an application by Arizona Utility Supply & Services, LLC for a 
"Certificate of Convenience and Necessity". The purpose of this application is to be able 
to serve the public with sewer service in Pinal County. 

& SERVICECS, LLC 

Maurice L. Lee 
Membermager 
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L!A.WZONA C O W O M n O N  COMMISS%BN 

AS)BklCATION FOR A CERTIFICATE OF CONVENIENCE AND NECESSITY 

WATER AND/OR SEWER 

A. The name, address and telephone nuniber of the Applicant (Company) is: 

Arizona Utility Supply & Services, LLC 

4002 E. Taro Ln. 

Phoenix, AZ 85050 (602)569-3190 FAX (602)569-3536 

B. If doing business (d.b.a.) under a name other than the Applicant (Company) name listed above, 
spec@: 

@. List the name, address and telephone number of the management contact: 
Maurice L. Lee 

4002 E. Taro Ln. 

Phoenix, AZ 85050 (602)569-0330 

D. List the name, address and telephone number of the attorney for the Applicant: 

Jeffrey C. Zimmerman 

Moyes Storey 

3003 N. Central AVE. f 1 2 5 0  Phoenix, AZ 85012-2915 

( 6 0 2 )  604-21 1 1  FAX ( 6 0 2 )  274-9135 

E. List the name, address and telephone number of the operator certified by the Anzona Department 
of Environmental Quahty: 
Maurice L. Lee 4002 E. Taro Ln. Phx., AZ 85050 ( 6 0 2 )  569-3190 
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Jeffrey Abercrombie 375 Jacque St. Queen Valley, AZ 85219 ( 5 2 0 ) 4 6 3 - 2 2 4 8  

F. List the name, address and telephone number of the on-site rnanager of the utility: 

Maurice L. Lee (602)569-3190 

4002 E. Taro Ln. 

Phoenix, AZ 85050 

G. The Applicant is a: 

~ Corporation: 

Non-Profit “c”, - “S”, __. - 

-- Arizona, - Foreign 

~ Sole Proprietorship 

___ Other (Spec@) 

P a r t n e r s h i p  

L i m i t e d ,  ~ General 

- Arizona, Foreign 

- X Limited Liability Company 
CLW 

M. If Applicant is a corporation: 

1. List names of Officers and Directors: 

Officers N/A 

2 
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2. Attach a copy of the corporation's "Certificate of Good Standing" issued by the 
Corporation's Division of the Arizona Corporation Commission. 

3. Attach a copy of the Articles of Incorporation. (Attached) 

4. Attach a copy of the corporation's By-Laws. 

5. If a for-profit corporation, indicate the number of shares of stock authorized for issue: 

(Attached) 

6. If stock has been issued, indicate the number of shares issued and date of issue: 

N/A 

H. E the Applicant is a partnership: 

1. List the names of the general partners: 

N/A 

2. List the name, address and telephone number of the managing partners: 

3. Attach a copy of the Partnership's Articles of Partnership. 

0 If the Applicant is a foreign limited partnership, provide a copy of the Partnership's "Certificate 
of Registration'' filed with the Arizona Secretary of State. 

J. If the Applicant is a sole proprietor, list the m e ,  address and telephone number of the 
proprietor: 

N/A 
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IC If the Applicant is a Limited Liability Company: 

1. List the names of managers: 

Maurice L. Lee, Member/Manager 

Stephen Kohner, Member 

L. List the names and addresses of any other public utility interest, which the applicant may have: 

None 

M. Attach a description of the area requested using CADASTRAL (quarter section description) or 
Metes and Bounds survey. References to parcels and dockets will not be accepted. (Attached) 

N. Attach a detailed map using the form provided as Attachment llB''o Shade and outline the area 
requested. Also, indicate any other utility within the general area using different colors. (Attached) 

0. Attach financial information in a format similar to Attachment "c". (To be sumitted by March 30, 2o01) 

P. Explain the method of financing utility facilities. Refer to the insttuctions, item no. 7. (use 
sheets ifnecessary : 

plants free and clear of any encumbrances. 

additional 
Financing of treatment plants by an aid to construction paid by the 

subdivision h evelopers without any payback. Applicant then owns sewer treatment 

Q. Estimated starting and completion dates of construction of utility facilities: 

Starting date 4/1/01 Completion 5/30/02 

R. Attach proposed Tariffs using either the water or sewer format of Attachment "D", unless the 
Utilities Division, prior to the filing of this application, approves another form. (To be submitted by 3 / 30 / 0 1) 

S. Attach the foflowingpermits: Aquifer Protection Permit (APP) attached forThe Links WWTP 
ADEQ Permit No. P102976 
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1. The franchise from either the City or County for the area requested. Existing franchise as shown 
on exhibits attached. Balance of Franchises pending with Pinal County. 

2. The Arizona Department of Environmental Quality (or its designee's) approval to construct 
f"ac$~es. Plans for the expansion of the Links WWTP have been submitted to 

ADEQ. Cambria WWTP and Castlegate WWTP to be submitted to ADEQ 
b 4/'f!OA 

requested area this approval is needed.) 
3. The Arizona state an bepartment approval. (If you are including any State land in your 

N/A 

4. Any U.S. Forest Service approval. (If you are including any U.S. Forest Service land in your 
requested area this approval is needed.) N/A 

5 .  

Water Supply issued by the Arizona Department of Water Res 

Adequacy Statement issued by the Arizona D Resources, if applied for 
by the developer. 

Management Area and the developer does not 
sufficient detail to prove that adequate water exists 

6. Provide a copy of your estimated property taxes. This may be obtained by contacting the 
Arizona Department of Revenue, Division of Property Valuation and Equalization. You must 
provide them with a five (5) year projection of the original cost of the plant, depreciation expense, 
the locationofthe property and the school district. (To Be submitted by 3/30/01) 

T. Provide the following information: 

1. Indicate the estimated number of customers, by class, to be served in each of the first five years 
of opeisntion: 

Residential: 

Firstyear 197 SecondYear 796 Thirdyear 1.592 Fourthyear 3.536 

Fifthyear 3.589 

Commercial: 
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7 Fifth Year 

Industrial: 

FirstYear 0 SecondYear 0 Thirdyear 1 Fourthyear 1 

1 Fifth Year 

Irrigation: 

First Year 0 Second Year 0 Third Year 0 Fourthyear 0 
Fifth Year n 

2. Indicate the projected annual water consumption or sewerage treatment, in gallons, for each of 
the customer classes for each ofthe first five years of operation: 

hsidenthl: X 1 OOO/Day 

First Year 62.5 Second Year 254.7 Third Year 509 4 Fourth Year 820.1 

Fifthyear 1,138.9 

Commercial: x 1 OOO/Year 

First Year Second Year 180 Third Year 450 FowthYear 450 

~iRhYear 450 

Industrial: x 1,OOO/year 

First Year Second Year 36.0 Third Year 36.0 Fourth Year 36.0 

Fifthyear 36.0 

Irrigation: 

~ i r s t  Year 0 Second year 0 TkirdYear 0 F o h Y e a r  0 

Fifth Year 0 

6 
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3. Indicate the total estimated annual operating revenue for each of the first five years of operation: 

Residential: 

First Year $70 , 920 

F0urth Year $922 680 

Commercial: 

First Year 0 Second Year $ 2  , 400 Third Year $6,000 

Fourth Year $ 6 y  Oo0 

Industrial: 

First Year 0 SecondYear 0 Third Year $3,000 

SecondYear $280,560 

Fifth Year $1,281,240 

Third Year- $573.1 3 0  

$6 , 000 Fifth Year 

Fourth Year $3,000 Fifth Year $3.000 

Irrigation: 

First Year 0 SecondYear 0 Thirdyear 0 

Fourthyear 0 Fifthyear 0 

4. Indicate the total estimated annml operating expenses for each of the first five years of 
operation: 

Residential: 

First Year $63 9 828 Second Year $260,604 

Fourth Year $830 , 4 1 2  Fifth Year $1.153.1 16 

Third Year $515,808 

Commercial: 

~ i r s t  Year 0 Second Year $2 9 1 6 0 Third Y e a r s  4 0 0 

Fourth Year $5,400 Fifth Year $7,560 
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ccnnew.doc 4/00 



Industrial: 

First Year 0 Second Year 0 Third Year $2,700 

Fourth Year&7oo Fifth Year $ 3  ~ 700 

Irrigation: 

First Year 0 Second Year 0 Thirdyear 0 

Fourthyear 0 FifthYear 0 

5. Attach an itemized list of the major components of the water or sewer system (see 
Attachment C-3). (To be submitted by 3/30/01 

6. Indicate the total estimated cost to constmct utility facilities: 

Maurice L. Lee 
(Type or Print Name Here) 

Member/ManaPer 
(Title) 

SUBSCRIBED AND SWORN to before me this *day of [bLb- c , zag 

My Commission Expires 

8 
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ATTACHMENT "E" 

PUBLIC NOTICE OF AN APPLICATION 
FOR A CERTIFICATE OF CONVENIENCE AND NECESSITY 

BY fname of Company] 

mame of Company] has filed with the Arizona Corporation Commission 
("Commission") an application for authority to provide [specific type of service] service to 
an area in which records indicate that you are a property owner. If the application is 
granted, [name of Company] would be the exclusive provider of [type of service] service 
to the proposed area. [Name of company] will be required by the Commission to provide 
this service under the rates and charges and terms and conditions established by the 
Commission. The ganting of the application would not necessarily prohibit an individual 
&om providing service to themselves from individually owned facilities on their property. 
The application is available for inspection during regular business hours at the ofices of the 
Commission in phoenix at 1200 West Washington Street/Tucson at 400 West Congress, 
North Building, Room 2 181, and at [name of Company and address]. 

The Commission will hold a hearing on this matter. As a property owner you may 
have the right to intervene in the proceeding. If you do not want to intervene, you may 
appear at the hearing and make a statement on your own behalf. You may contact the 
Commission at the address and telephone number listed below for the date and time of the 
hearing and for more information on intervention. You may not receive any M e r  notice 
of the proceeding unless requested by you. 

If you have any questions or concerns about this application, have any objections 
to its approval, or wish to make a statement in support of it, you may contact the Consumer 
Services Section of the Commission at [ 1200 West Washington Street, Phoenix, Arizona 
85007 or call 1-800-222-7000/400 West Congress, North Building, Room 218, Tucson, 
Arizona 85701 or call 1-800-535-0148]. 

NOTIFICATION WILL BE MAILED OUT NO LATER THAN MARCH 30, 2001 

-9- 
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ATTACHMENT “B” 

Type or Print Description Here: 

All of Sections 19,20,21,22,29, and 30 except the W 1/2 of the S.E. 1/4 

of Section 30 and except the S.W. 1/4 of the N.W 1/4 of Section 30 (Excluding 
anv D r o D e r t r  o f  Queen C r e e k ,  A v i 9 d  all 1n 
Township 2 South, Range 8 East of the Gila and Salt River Base and Meridian, 
Pinal Caounty, Arizona. 

. .  - .  
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Articles of Organization - Appendix ii 



ARTICLES OF ORGANIZATION 

OF 

ARIZONA UTILITY SUPPLY & SFdXVICES, LLC 

ARTICLE 1 - NAME 

The name of the limited liability company is ARIZONA UTILITY SUPPLY & 
SERVICES, LLC. 

ARTICLE 2 - REGISTERED QFFICE 

The registered office of the limited liability company is One Highway 73, Space #73, 
Pinetop, Arizona 85935, which is located in the County of Navajo. 

ARTICLE 3 - STATUTO RY AGENT 

The name and address of the initial statutory agent of the limited liability company is 
Mariscal, Weeks, McIntyre & Friedlander, P.A., 2901 North Central Avenue, Suite 200, 
Phoenix, Arizona, 85012. 

ARTICLE 4 - MANAGEMENT 

Management of the limited liability company is reserved to the members. 

ARTICLE 5 - NAME AND ADDRESS 0 F EACH MEMBER 

The name and address of each person who is a member of the limited liability company 
at the time of its formation are: 

MauriceL. Lee Judith A. Lee 
4002 East Taro Lane 
Phoenix, AZ 85050 

DATED this 1 3  

4002 East Taro Lane 
Phoenix, AZ 85050 

rsc 
day of August, 1998. 

~ a u r i c e  L. L&, Organizer 



APPOINTME NT OF STATUTOR Y AGENT 

A. The undersigned has been named as the statutory agent in the Articles of 
Organization of ARIZONA UTILITY SUPPLY & SERVICES, LLC, an Arizona limited liability 
company (the "Company"), which has been delivered for filing with the Arizona Corporation 
Commission. 

B. The undersigned has been notified of its appointment as agent of the 
Company and hereby accepts its appointment as statutory agent of the Company. 

MARISCAL, WEEKS, MCINTYRE & 
FRIEDLANDER, P.A. 

- 
By: 

Willliam Novotny, Esq. 
For the Firm 



1. 

2. 

3. 

4. 

5. 

6 .  

AMENDED AND RESTATED 
ARTICLES OF ORGANIZATION OF 

ARIZONA UTILITY SUPPLY & SERVICES, L.L.C. 

NAME. The name of this limited liability company is ARIZONA UTILITY SUPPLY 
& SERVICES, L.L.C. 

REGISTERED OFFICE. The address of the registered office of this limited liability 
company is 3420 E. Shea Blvd., Suite 213, Phoenix, Arizona 85028. 

STATUTORY AGENT. The name and business address of the agent for service of process 
are Polese, Pietzsch, Williams & Nolan, a Professional Association, 2702 North Third Street, 
Suite 3000, Phoenix, Arizona 85004-4607. 

DISSOLUTION DATE. This company can be of perpetual duration. 

MANAGEMENT. Management of this limited liability company is reserved to the 
members. Either member shall have the power and authority to execute contracts and 
otherwise bind the Company except as otherwise expressly provided in the Operating 
Agreement. 

MEMBERS. The names and addresses of the members ofthis limited liability company are: 

Stephen A. Kohner Maurice Lee 
7902 North Black Canyon Highway 
Suite 100 Phoenix, Arizona 85050 
Phoenix, Arizona 85051 

4002 East Taro Lane 

Dated: February 23,2001 

Step”hen A. Kohner 

I U:\Corpdoes\K\Kohner\Sunbelt Sanitation\AZ Utility & supply.an.wpd 
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Polese, Pietzsch, Williams 8z Nolan, a Professional Association, an Arizona professional association, 
having been designated to act as Statutory Agent, hereby consents to act in that capacity until 
removal or resignation is submitted in accordance with the Arizona Revised Statutes. 

POLESE, PIETZSCH, WILLIAMS & 
NOLAN, a Professional Association, an 
Arizona professional association 

- James?. Polese, Esq. ’ 

Its Vice President 

I 
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OPERATING AGREEMENT 
OF 

ARIZONA UTILITY SUPPLY & SERVICES, L.L.C. 

THIS OPERATING AGREEMENT (the “Agreement”) is made and entered into as of this 
,&day of February, 2001, by and among STEPHEN A. KOHNER, as a Member and 

MAURICE LEE, as a Member. 

ARTICLE I 

FORMATION, NAME, PURPOSES, DEFTNITIONS 

1.1 Formation. Pursuant to the Arizona Limited Liability Company Act (the “Act”), the 
parties have formed an Arizona limited liability company effective upon the filing of the Articles of 
Organization of this Company with the Arizona Company Commission. The parties shall 
immediately, and from time to time hereafter, execute all amendments of the Articles of Organization 
and do all filing, recording and other acts as may be appropriate to comply with the requirements 
under the Act for the operation of the Company. 

1.2 Intent. It is the intent of the Members that the Company shall always be operated in 
a manner consistent with its treatment as a partnership for federal and state income tax purposes. It 
also is the intent of the Members that the Company not be operated or treated as a partnership for 
purposes of Section 303 of the federal Bankruptcy Code. No Member shall take any action 
inconsistent with the express intent of the parties hereto. 

1.3 Name. The name of this Company shall be: “ARIZONA UTILITY SUPPLY & 
SERVICES, L.L.C.” 

1.4 Registered Office. The registered office of the Company shall be 3420 East Shea 
Blvd. Suite 213, Phoenix, Arizona, 85028 or such other place wiihin this state as the Members shall 
determine in their sole discretion. 

1.5 Purpose. This Company has been formed to engage in the retail and wholesale sales 
of construction materials and related activities, and may engage in any activities that are directly 
related to the accomplishment of such purpose or to any lawful purpose. 

1.6 Term. This Company shall commence upon the filing of its Articles of Organization 
and shall continue until such time as it shall be terminated under the provisions of Article IX hereof 

1 
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1.7 

1.8 
Company is: 

Members. The name and address of each of the Members of this Company are: 

Stephen A. Kohner 
7902 North Black Canyon Highway 

Phoenix, Arizona 8505 1 

Maurice Lee 
4002 East Taro Lane 

Phoenix, Arizona 85024 

Agent for Service of Process. The name of the agent for service of process for the 

Polese, Pietzsch Williams & Nolan P.A. 
2702 North Third Street, Suite 3000 

Phoenix, Arizona 85004-4607 

If the agent for service of process is unable or unwilling to serve or to continue to serve, then a 
Majority-In-Interest of the Members shall appoint his successor. The agent for service of process 
may be removed by a vote of a Majority-In-Interest of the Members. 

1.9 
following meanings: 

Definitions. Whenever used in this Agreement, the following terms shall have the 

(a) “Act’ shall mean the Arizona Limited Liability Company Act. 

(b) “AdditionaZMember” shall mean any person who is admitted to the Company 
as an Additional Member pursuant to Article VIII of this Operating Agreement. 

(c) “Aj?liatee” shall mean with respect to a particular Member: (i) any Person that, 
directly or indirectly, through one or more intermediaries, controls, or is controlled by, or is under 
common control of such Member, (ii) any Person that is an officer of, partner in, member of, or 
trustee of, or serves in a similar capacity with respect to such Member or of which such Member is 
an officer, partner, member, or trustee, or with respect to which such Member serves in a similar 
capacity, (iii) any Person that, directly or indirectly, is the beneficial owner of ten percent (10%) or 
more of any class of equity securities of, or otherwise has a substantial beneficial interest in, such 
Member or of which such Member is, directly or indirectly, the owner of ten percent (1 0%) or more 
of any class of equity securities or in which such Member has a substantial beneficial interest; (iv) any 
spouse or other relative of such Member; and (v) any trust with respect to which one or more 
beneficiaries consist of such Member, or the spouse or other relative of such Member. 

C\WINDOWS\TEMp\AZ Utility supply.wpd 
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(d) “Agreement” shall mean this written Operating Agreement. No other 
document or oral agreement among the Members shall be treated as part of or superseding this 
Agreement unless it is reduced to writing and it has been signed by all of the Members. 

(e) “CapitaZAccount” shall mean the account established and maintained for each 
Member in accordance with this Agreement and applicable Treasury Regulations. 

(Q “Capital Contributiony7 shall mean any contribution to the capital of the 
Company in cash, property, the use of property, services rendered or other valuable consideration 
transferred to the Company by a Member whenever made. “Initial Capital Contribution” shall mean 
the initial contributions to the capital of this Company made pursuant to Section 2.1 of this 
Agreement. “Additional Capital Contributions” shall mean the contribufions made pursuant to 
Section 2.2 of this Agreement. 

I 
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(g) “Code” shall mean the Internal Revenue Code of 1986, as amended fiom time 
to time. 

(h) “Company” shall mean ARIZONAUTILITY SUPPLY & SERVICES, L.L.C. 

(i) “DistributabZe Cash” shall mean all cash, revenues and fbnds received from 
Company operations, less the sum of the following to the extent paid or set aside by the Members: 

(i) all principal and interest payments on indebtedness ofthe Company and 
all other sums paid to lenders; 

(ii) all cash expenditures incurred incident to the normal operation of the 
Company’s business; and 

(iii) such cash Reserves as the Members deem reasonably necessary to the 
proper operation of the Company’s business. 

(i) “Fiscal Year” shall mean the Company’s fiscal year, which shall be the calendar 
year. 

(k) “Interest” shall mean the interest of a Member in the Company as a Member, 
representing such Member’s rights, powers and privileges as specified in this Agreement. 

(1) “Losses” shall mean, for each Fiscal Year, the losses and deductions of the 
Company determined in accordance with accounting principles consistently applied from year to year 
under the cash method of accounting and as reported, separately or in the aggregate, as appropriate, 
on the Company’s information tax return filed for federal income tax purposes, plus any expenditures 
described in Section 705(a)(2)(B) of the Code. 

C:\wINwwS\TEMp\AZ Utility supply.wpd 
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(m) “Majority-In-Interest” shall mean Members owning a simple majority of the 
Percentage Interests. 

(n) “Member” shall mean each of the parties who executes a counterpart of this 
Operating Agreement as a Member and each of the parties who may hereafter become an Additional 
Member. 

(0) “Percentage Interest, shall mean the percentage interests in the capital, profits 
and losses of this Company set forth in Section 6.1 hereof 

(p) “Profits” shall mean, for each Fiscal Year, the income and gains of the 
Company determined in accordance with accounting principles consistently applied from year to year 
under the cash method of accounting and as reported, separately or in the aggregate, as appropriate, 
on the Company’s information tax return filed for federal income tax purposes, plus any income 
described in Section 705(a)(l)(B) of the Code. 

(4) “Person” shall mean any individual and any legal entity and their respective 
heirs, executors, administrators, legal representatives, successors, and assigns. 

(r) “Reserves” shall mean, with respect to any fiscal period, funds set aside or 
amounts allocated during such period to reserves which shall be maintained in amounts deemed 
sufficient by the Members for working capital and to pay taxes, insurance, debt service or other costs 
or expenses incident to the ownership or operation of the Company’s business. 

(s) “Treasury Regulations” shall mean the Regulations issued by the Treasury 
Department under the Code. 

(t) “Withdrawal Event’ shall mean those events and circumstances listed in 
Section 29-733 of the Act. 

ARTICLE II 

CAPITALIZATION OF THE COMPANY 

2.1 Initial Capital Contributions. Each Member shall make a cash contribution to the 
Company on or before June 30, 2001 in the sum of Five Hundred Dollars ($500). 

2.2 Additional Capital Contributions. Each Member hereby agrees, upon the written 
request of a Majority-In-Interest of the Members and upon the consent of all of the Members, to 
make Additional Capital Contributions to pay the obligations of the Company. The obligation to 
make all agreed upon Additional Capital Contributions shall be a personal obligation of eachMember 
and shall be enforceable by this Company and each of its Members. The failure of a Member to make 
an agreed upon Additional Capital Contribution shall constitute a material breach of this Agreement 
and shall be treated as grounds for a “good cause’’ removal of the Member. If a Member fails to 
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make an agreed upon Additional Capital Contribution, all amounts distributable by this Company to 
the Member in any capacity, shall be suspended, and the Member’s right to receive distributions fiom 
this Company shall not be restored until the Member shall have paid in full to the Company the 
delinquent Additional Capital Contribution, plus interest on such amount at the rate of prime 
established by Bank of America Phoenix, Arizona plus two percent per annum from the date such 
Additional Capital Contribution should have been paid to the date it is in fact paid by the Member 
plus any damages to this Company attributable to the failure to timely pay the Additional Capital 
Contribution, plus reimbursement of any reasonable costs and expenses incurred by the Company or 
any Member to enforce the collection of the delinquent Additional Capital Contribution (the sum of 
such amounts hereinafter referred to as the “Delinquency Amount”) or, at the election of a Majority- 
In-Interest of the non-defaulting Members, such Delinquency Amount shall have been recouped from 
amounts otherwise distributable to the Member. Any such recouped Definquency Amount shall 
increase the Capital Account of the Member to whom it is attributed, to the extent that such recouped 
Delinquency Amount is treated as the failed Additional Capital Contribution. 

2.3 Loans to Company. 

(a) The Members further agree to each loan such additional sums as the Members 
agree in the same proportion as their ownership interest as the Members determine necessary for the 
continued operations of the Company. Any such loam shall bear interest at the rate of twelve percent 
(12%) per annum, with such loan repayable, together with all accrued interest. 

(b) Nothing in this Agreement shall prevent any Member from making secured or 
unsecured loans to the Company by agreement with the Company and upon the vote of a Majority-In- 
Interest of the Members. 

2.4 Indebtedness to Third Parties. The Member acknowledge that the Company may 
be securing financing from commercial financial institutions and may obtain additional financing from 
other third parties which indebtedness may be required to be guaranteed by the Members. The 
Members further acknowledge that to the extent that such indebtedness is not fractionalized but 
instead is a joint and several liability, then to the extent that the Company is unable to pay the 
indebtedness and the guarantees are implemented, eachMember hereby agrees, that to the extent fails 
to pay his prorata share of such debt under his guarantee, to indemnifjr and hold the other Members 
harmless from and with respect to any portion of any third party indebtedness to the extent a Member 
is required to pay more than his prorata share thereof 

2.5 Capital Accounts. 

(a) Debits and Credits. A separate Capital Account shall be maintained for each 
Member in accordance with the applicable provisions of the Treasury Regulations: 

(i) Each Member’s Capital Account shall be credited with suchMember’s 
Initial Capital Contribution and Additional Capital Contributions, such Member’s 
distributive share of Profits allocated to such Member in accordance with the 
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provisions of this Agreement, any items in the nature of income or gain that are 
specially allocated pursuant to Section 6.4 hereof, and the amount of any Company 
liabilities that are assumed by such Member or that are secured by any Company 
property distributed to such Member. 

(ii) Each Member’s Capital Account shall be debited by the amount of 
cash distributed to such Member in accordance with this Agreement, the gross asset 
value of any other Company property distributed to such Member pursuant to any 
provision of this Agreement, such Member’s distributive share of Losses allocated to 
such Member in accordance with this Agreement, any items in the nature of expenses 
or losses that are specially allocated pursuant to Section 6.4, and the amount of any 
liabilities of such Member that are assumed by this Company or that are secured by 
any property contributed by such Member to the Company. 

(iii) In the event an interest in this Company is transferred in accordance 
with the terms of this Agreement, the transferee shall succeed to the Capital Account 
of the transferor to the extent it relates to the transferred interest. 

(iv) In the event the gross asset values of the Company assets are adjusted 
pursuant to this Agreement, the Capital Accounts of all Members shall be adjusted 
simultaneously to reflect the aggregate net adjustment, as if this Company had 
recognized gain or loss equal to the amount of such aggregate net adjustment and the 
resulting gain or loss had been allocated among the Members in accordance with this 
Agreement. 

(b) Interpretation and Changes. The foregoing provisions and the other 
provisions ofthis Agreement relating to the maintenance of Capital Accounts are intended to comply 
with the Code and applicable Treasury Regulations and shall be interpreted and applied in a manner 
consistent therewith. In the event a Majority-In-Interest of the Members shall determine, after 
consultation with Company counsel, that it is prudent to modi@ the manner in which the Capital 
Accounts, or any debits or credits thereto are allocated or computed, in order to comply with such 
applicable federal law, the Members shall make such modification, provided they determine in good 
faith that such modification is not likely to have a material adverse effect on the amounts properly 
distributable to any Member upon the termination of this Company and that such modification will 
not increase the liability of any Member to third parties. 
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ARTICLE IQ 

MANAGEMENT OF TEE COMPANY 

3.1 Management, The business and affairs of the Company shall be managed exclusively 
by its Members, who shall direct, manage and control the business of the Company to the best of their 
ability and shall have full and complete authority, power and discretion to make any and all decisions 
and to do any and all things which they shall deem to be reasonably required to accomplish the 
business and objectives of the Company. Either Member can sign documents binding the Company 
to obligations subject to the provisions of Section 3.2 hereinbelow. 

3.2 Certain Powers of Members. Notwithstanding the provisions of Section 3.1, each 
Member shall have the following power and authority, on behalf of the Company, only with the 
consent of all of the Members: 

(a) To assign, transfer, pledge, compromise, or release any of its claims or debts 
except upon payment in full, or arbitrate or consent to the arbitration of any of its disputes or 
controversies 

(b) To acquire real property; 

(c) To borrow money for the Company from banks, other lending institutions, the 
Members, or Mliates of the Members and, in connection therewith, to hypothecate, encumber and 
grant security interests in the assets of the Company to secure repayment of the borrowed sums; 

(d) To sell or otherwise dispose of all or substantially all of the assets of the 
Company as part of a single transaction or plan; and 

(e) To make an assignment for the benefit of creditors of the Company, file a 
voluntary petition in bankruptcy or appoint a receiver for the Company. 

( f )  Incur debts on behalf of the Company in excess of Ten Thousand Dollars 
($IO,OOO), except in dealing with trade accounts for the purchase of construction materials. 

Unless authorized to do so by this Agreement, no agent or employee of the Company 
shall have any power or authority to bind the Company in any way, to pledge its credit or to render 
it liable for any purpose. However, a Member may act by a duly authorized attorney-in-fact. 

3.3 Member's Duty to Company. Except as may be required by an employment 
agreement between the principal of a Member and the Company, no Member shall be required to 
manage the Company as its sole and exclusive function, and it may have other business interests and 
may engage in other activities in addition to those relating to the Company. Neither the Company 
nor any Member shall have any right, by virtue of this Agreement, to share or participate in such other 
investments or activities of any other Member or in the income or proceeds derived therefrom. 
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3.4 Bank Accounts. The Members may from time to time open bank accounts in the 
name of the Company, and a Majority-In-Interest of the Members shall determine the signatories 
thereon. 

3.5 Salaries. No salary or other compensation shall be paid to any Member except as 
agreed to by all of the Members. 

ARTICLE IV 

RIGHTS AND OBLIGATIONS OF MEMBERS 

4.1 Limitation of Liability. Each Member’s liability for the debts and obligations of the 
Company shall be limited as set forth in Section 29-65 1 of the Act and other applicable law. 

4.2 List of Members. Upon written request of any Member, he shall be provided a list 
showing the names, last known addresses and interests of all Members in the Company. 

4.3 Company Books. The Members shall maintain and preserve at the Company’s 
registered office, during the term of the Company, and for five (5) years thereafter, a current list of 
the full name and last known address of each Member; all accounts, books, and other relevant 
Company documents including, without limitation, a copy ofthe Articles of Organization initially filed 
with the Arizona Company Commission and any amendments thereto, a copy of this Agreement, 
together with any supplements, modifications or amendments hereto, and any prior operating 
agreements no longer in effect; written agreements by a Member to make an Additional Capital 
Contribution to the Company; copies of the Company’s federal, state and local income tax returns 
and reports; and copies of all financial statements. Upon reasonable request, eachMember shall have 
the right, during ordinary business hours, to inspect and copy such Company documents at the 
Member’s expense. 

4.4 Priority and Return of Capital. No Member shall have priority over any other 
Member, either as to the return of Initial Capital Contributions or Additional Capital Contributions 
or as to Profits, Losses or distributions; provided, however, that this Section shall not apply to loans 
(as distinguished fi-om Capital Contributions) which a Member has made to the Company. 

4.5 Indemnification and Liability. 

(a) Company Indemnijication. Each Member and its Af€iIiates (each of the 
foregoing being referred to herein as an “Indemnitee,” and the Ml ia te  to which each such 
Indemnitee is related being referred to herein as such Indemnitee’s “Related Person”) shall be 
indemnified, defended and held harmless by the Company for, from and against any and all losses, 
claims, damages, liabilities, expenses (including attorneys’ fees and costs), judgments, fines, 
settlements, demands, actions, or suits relating to or arising out of the business of the Company, or 
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(ii) The Indemnitee shall notifjr the indemnitor of any claim against the 
Indemnitee covered by the indemnity within 45 days after the Indemnitee has notice of such 
claim, but failure to notifjr the indemnitor shall in no case prejudice the rights of the 
Indemnitee under this Agreement unless the indemnitor shall be prejudiced by such failure and 
then only to the extent the indemnitor shall be prejudiced by such failure. Should the 
indemnitor fail to discharge or undertake to defend the Indemnitee against such liability upon 
learning of the same, then the Indemnitee may settle such liability, and the liability of the 
indemnitor hereunder shall be conclusively established by such settlement, which amount of 
such liability shall include both the settlement consideration and the reasonable costs and 
expenses, including attorneys’ fees, incurred by the Indemnitee in effecting such settlement. 
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the exercise by the Member of any authority conferred on such Member hereunder or the penlbrmance 
by the Member of any of its duties and obligations hereunder. Notwithstanding anything contained 
in this Agreement to the contrary, no Indemnitee shall be entitled to indemnification hereunder with 
respect to any claim, issue or matter: (i) in respect ofwhich it or its Related Person (or the Company, 
as the result of an act or omission of such Related Person) has been adjudged liable for fraud, 
negligence or willful misconduct; (ii) based upon or relating to a breach by it or its Related Person 
of any term or provision of this Agreement; or (iii) for costs or expenses incurred by the Indemnitee 
in connection with a claim or action against it or its Related Person by another Member. 

(b) Member Indemnification. In addition to the indemnification provided for in 
Paragraph 2.4 above, each Member shall be indemnified, defended and held harmless by the other 
Member (the “Indemnifjring Member”) for, from and against any and all losses, claims, damages, 
liabilities, expenses (including attorneys’ fees and costs), judgments, fines, settlements, demands, 
actions, or suits relating to or arising out of any claim, issue or matter: (i) in respect of which such 
Indemnifjlng Member or any of its agents, employees or other representatives (or the Company, as 
the result of an act or omission of any of the same) has been adjudged liable for fraud, negligence or 
willful misconduct; or (ii) based upon or relating to a breach by the Indemnifjmg Member of any term 
or provision of this Agreement. 

(c) Liability. No Member shall be liable, responsible, accountable in damages or 
otherwise to the Company or the Members for any act or failure to act in connection with the 
Company and its business unless the act or omission is attributed to negligence, willfbl misconduct 
or fraud or constitutes a breach by such Member of any term or provision of this Agreement. 

(d) Terms of Indemnrfication. Each indemnity provided for under this Agreement 
shall be subject to the following provisions: 

(i) The indemnity shall cover the costs and expenses of the Indemnitee, 
including reasonable attorneys’ fees and court costs, related to any actions, suits orjudgments 
incident to any of the matters covered by such indemnity. 



(iii) No indemnity hereunder shall be construed to limit or diminish the 
coverage of any Member under any insurance obtained by the Company. Payment shall not 
be a condition precedent to any indemnification provided in this Agreement. 

4.6 Fiduciary Duties. Notwithstanding anything in this Agreement to the contrary, each 
Member acknowledges and agrees that each Member shall be accountable to the Company and the 
other Members as a fiduciary, and shall be bound by a fiduciary duty to the Company and the other 
Members, to the same extent that applicable law generally imposes such status and duty upon a 
general partner in a partnership 

ARTICLE V 

MEETINGS OF MEMBERS 

5.1  Annual Meeting. An annual meeting of the Members shall be held on December 15 
each year or at such other time as shall be determined by a Majority-In-Interest of the Members, 
commencing with the year 2000, for the purpose of the transaction of such business as may come 
before the meeting. 

5 . 2  Special Meetings. Special meetings of the Members, for any purpose or purposes, 
unless otherwise prescribed by statute, may be called by any Member. 

5.3 Place of Meetings. The Members may designate any place, either within or outside 
the State of Arizona, as the place of meeting for any meeting of the Members. If no designation is 
made, the place of meeting shall be held at the registered office of the Company. 

5 . 4  Notice of Meetings. Except as provided in Section 5.5, written notice stating the 
place, day and hour of the meeting and the purpose or purposes for which the meeting is called shall 
be delivered not less than ten (1 0) nor more than fifty (50) days before the date of the meeting, either 
personally, by mail or by facsimile, by or at the direction of the person calling the meeting, to each 
Member entitled to vote at such meeting. If mailed, such notice shall be deemed to be delivered two 
(2) business days after being deposited in the United States mail, addressed to the Member at his 
address as it appears on the books of the Company, with postage thereon prepaid. If transmitted by 
way of facsimile, such notice shall be deemed to be delivered on the date of such facsimile 
transmission to the facsimile number for the respective Member which has been supplied by such 
Member to the other Members and identified as such Member’s facsimile number. 

5.5 Meeting of all Members. If all of the Members shall meet at any time and place, 
either within or outside of the State of Arizona, and consent to the holding of a meeting at such time 
and place, such meeting shall be valid without call or notice, and at such meeting lawful action may 
be taken. A Member shall be entitled to attend meetings by telephone and vote in all matters. 
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5.6 Record Date. For the purpose of determining Members entitled to notice of or to 
vote at any meeting of Members or any adjournment thereof, or Members entitled to receive payment 
of any distribution, or in order to make a determination of Members for any other purpose, the date 
on which notice of the meeting is mailed or the date on which the resolution declaring such 
distribution is adopted, as the case may be, shall be the record date for such determination of 
Members. When a determination of Members entitled to vote at any meeting of Members has been 
made as provided in this Section, such determination shall apply to any adjournment thereof 

5.7 Quorum. AMajority-In-Interest of the Members, represented in person or by proxy, 
shall constitute a quorum at any meeting of Members. In the absence of a quorum at any such 
meeting, a majority of the Interests so represented may adjourn the meeting fiom time to time for a 
period not to exceed sixty (60) days without hrther notice. However, if the adjournment is for more 
than sixty (60) days or if, after the adjournment, a new record date is fixed for the adjourned meeting, 
a notice of the adjourned meeting shall be given to each Member of record entitled to vote at a 
meeting. 

5.8 Manner of Acting. If a quorum is present, the affirmative vote of a Majority- 
In-Interest of the Members shall be the act of the Members, unless the vote of a greater or lesser 
proportion or number is otherwise required by the Act, by the Articles of Organization, or by this 
Agreement. 

5.9 Proxies. At all meetings of Members, a Member may vote in person or by proxy 
executed in writing by the Member or by a duly authorized attorney-in-fact. Such proxy shall be filed 
with the Company before or at the time of the meeting. No proxy shall be valid after eleven (1 1) 
months fiom the date of its execution, unless otherwise provided in the proxy. 

5.10 Action by Members Without a Meeting. Action required or permitted to be taken 
at a meeting of Members may be taken without a meeting if the action is evidenced by one (1) or 
more written consents describing the action taken, signed by each member entitled to vote and 
delivered to the Company for inclusion in the minutes or for filing with the Company records. Action 
takenunder this Section is effective when all Members entitled to vote have signed the consent, unless 
the consent specifies a different effective date. The record date for determining Members entitled to 
take action without a meeting shall be the date the first Member signs a written consent. 

5.11 Waiver of Notice. When any notice is required to be given to any Member, a waiver 
thereof in writing signed by the Person entitled to such notice, whether before, at, or after the time 
stated therein, shall be equivalent to the giving of such notice. 

ARTICLE VI 

PROFITS, LOSSES; DISTRIBUTIONS 

6.1 Percentage Interests. The Percentage Interests of the Members are as follows: 
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Stephen A. Kohner - 50% 

Maurice Lee - 50% 

6.2 Distributions. Distributions of Distributable Cash or other property shall be made 
to the Members in proportion to their Percentage Interests on the record date of such distribution and 
all such distributions shall be made at such time as is determined by a Majority-In-Interest of the 
Members. AI1 amounts withheld pursuant to the Code or any provisions of state or local tax law with 
respect to any payment or distribution to the Members from the Company shall be treated as amounts 
distributed to the relevant Member or Members pursuant to this Section 6.2. 

6.3 Profits and Losses. Subject to Section 6.4, each Member shall share in the Profits 
and Losses of the Company in the same ratio as their Percentage Interests. 

6.4 Special Allocations. 

(a) PreferredDistributions. There shall be no preferred or priority payments made 
to any Member with respect to a Member's Capital Contribution. 

(b) Qualified Income Offse t .  In the event any Member, in such capacity, 
unexpectedly receives any adjustments, allocations or distributions described in Treasury Regulation 
Sections 1.704-l(b)(2)(ii)(d)(4) (regarding depletion deductions), 1.704- l(b)(2)(ii)(d)(5) (regarding 
certain mandatory allocations under Treasury Regulations regarding family partnerships, the so-called 
varying interest rules, or certain in-kind distributions), or 1.704 1 (b)(2)(ii)(d)(6) (regarding certain 
distributions, to the extent they exceed certain expected offsetting increases in a Member's Capital 
Account), items of Company income and gain shall be specialiy allocated to such Members in an 
amount and a manner sufficient to eliminate, as quickly as possible, the deficit balances in the 
Member's Capital Account created by such adjustments, allocations or distributions. Any special 
allocations of items of income or gain pursuant to this Subsection shall be taken into account in 
computing subsequent allocations ofprofits pursuant to this Article VI, so that the net amount of any 
items so allocated and the Profits, Losses or other items allocated to each Member pursuant to this 
Article VI shall, to the extent possible, be equal to the net amount that would have been allocated to 
each such Member pursuant to this Article VI as if such unexpected adjustments, allocations or 
distributions had not occurred. 

(c) Section 704(c) Allocations. If necessary or required under Section 704(c) of 
the Code or Treasury Regulation Section 1.704-l(b)(2)(iv)(c), the tax matters partner (as described 
in Section 11.2) shall make special tax allocations in order to account for the variation, if any, 
between the adjusted tax basis of an asset and its fair market value. Any elections or other decisions 
relating to such allocations shall be made by the tax matters partner in any manner that reasonably 
reflects the purpose of this Agreement. Allocations made pursuant to this Subsection are solely for 
purposes of federal, state, and local taxes and shall not affect, or in any way be taken into account 
in computing, any Member's Capital Account or share ofprofits, Losses, other items, or distributions 
pursuant to any provision of this Agreement. 
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(d) Other Allocations. The tax matters partner shall make such other special 
allocations as are required in order to comply with any mandatory provision of the applicable 
Treasury Regulations or to reflect a Member’s economic interest in this Company determined with 
reference to such Member’s right to receive distributions from this Company and such Member’s 
obligation to pay its expenses and liabilities. 

(e) Acknowledgment. The Members are aware of the income tax consequences 
of the allocations made by this Article VI and hereby agree to be bound by the provisions of this 
Article VI hereof in reporting their share of Company income and loss for income tax purposes. 

6.5 Limitation Upon Distributions. No distribution shall be declared and paid unless, 
prior to distribution, there are no outstanding loans to any Member and, after the distribution is made, 
the assets of the Company are in excess of all liabilities of the Company, except liabilities to Members 
on account of their Contributions. 

6.6 Accounting Method. The books and records of account of the Company shall be 
maintained in accordance with the cash method of accounting. 

6.7 Interest On and Return of Capital Contributions. No Member shall be entitled 
to interest on the Member’s Capital Contribution or to the return of the Member’s Capital 
Contribution, except as otherwise specifically provided for herein. 

6.8 Accounting Period. The Company’s accounting period shall be the calendar year 

6.9 Books of Account and Records. At the expense ofthe Company, the Members shall 
maintain records and accounts of all operations and expenditures of the Company. 

6.10 Returns and Other Elections. The tax matters partner shall cause the preparation 
and timely filing of all tax returns required to be filed by the Company pursuant to the Code and all 
other tax returns deemed necessary and required in each jurisdiction in which the Company does 
business. Copies of such returns, or pertinent information therefrom shall be finished to the 
Members within a reasonable time after the end ofthe Company’s fiscal year. All elections permitted 
to be made by the Company under federal or state laws shall be made by the tax matters partner in 
his sole discretion, but may be reversed by a Majority-In-Interest of the Members. 

ARTICLE VII 

RESTRICTIONS ON TRANSFERABILITY 

7.1 Withdrawal from Company; Transfer of Member’s Interest. 

(a) No member shall have any right to retire or withdraw voluntarily from the 
Company or to sell, transfer or assign an Interest or to voluntarily commit an act that constitutes a 
Withdrawal Event except as set forth in this Article VII. 
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(b) A Member may transfer all or any portion of its Interest as a Member to an 
f i l i a t e  without the consent of any other Member and, upon such transfer and the execution by the 
transferee of this Operating Agreement, the transferee shall become a Member of the Company. 

(c) AMember may transfer all or any portion of its Interest as a Member to a non- 
Afliliate only with the written consent of the other Member or if more than 2 Members, a Majority 
in Interest of the other Members and such transferee shall become a Member of the Company only 
upon the written consent of a Majority-In-Interest of the other Members and such transferee's 
execution of this Operating Agreement. 

(d) Notwithstanding the foregoing, if either Stephen A. Kohner or Maurice Lee 
decided to sell their interest in the Company, then the selling party shall firs;offer his interest to the 
other Member on the same price and terms as that offered to a bona fide third party. In the event that 
notice of intent to purchase is not tendered within thirty (30) days of receipt of intent to sell, then the 
Member intending to sell his interest shall be permitted to dispose of his interest to such third party; 
provided however, the non selling Member shall have the right to purchase that portion of the selling 
Member's interest as to give the non-selling Member at least FiRy Two percent (52%) of the capital, 
profits and loss of the Company. Only if the non-selling Member declines to purchase any portion of 
the selling Member's interest shall the selling Member be free to sell to a third party his entire interest 
in the Company.. 

7.2 Damages. Except as otherwise contemplated in this Article VII, any voluntary act 
as a Member that constitutes a withdrawal from this Company shall constitute a material breach of 
this Agreement, and this Company shall be entitled to collect damages for such breach. Such 
damages shall offset any cash or other property otherwise distributable to such Member by this 
Company. 

7.3 Impact of Transfer. Neither an assignment of any Interest nor the admission of a 
transferee of an Interest as a Member shall effect the dissolution of the Company. A transferee that 
has not become a Member of the Company is only entitled to receive, to the extent transferred, the 
share of distributions, including those representing the return of Capital Contributions, and the 
allocation of Profits and Losses, to which the transferring Member would otherwise be entitled with 
respect to the transferred Interest. 

ARTICLE Vm 

ADDITIONAL MEMBERS 

After the formation of the Company, any Person acceptable to a Majority-In-Interest of the 
Members may become an Additional Member of this Company for such consideration as the existing 
Members by their unanimous vote shall determine. No Additional Members shall be entitled to any 
retroactive allocation of Losses, income or expense deductions incurred by the Company. The tax 
matters partner may, at the time an Additional Member is admitted, close the Company books (as 
though the Company's tax year had ended) or makepro rata allocations of Loss, income and expense 
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deductions to an Additional Member for that portion of the Company's tax year in which an 
Additional Member was admitted in accordance with the provisions of Section 706(d) of the Code 
and the Treasury Regulations promulgated thereunder. 

ARTICLE M 

DISSOLUTION AND TERMINATION 

9.1 Dissolution. 

(a) The Company shall be dissolved upon the occurrence of any of the following 
events: 

(i) by the unanimous written agreement of all Members; 

(ii) upon the entry of a decree of dissolution under A.R.S. 5 29-785; 

(iii) upon the involuntary dissolution by the Arizona Company Commission 
under A.R.S. 5 29-786; or 

(iv) upon any other Withdrawal Event, unless the business ofthe Company 
is continued by the specific consent of a Majority-In-Interest of the remaining 
Members given within ninety (90) days after such event. Each of the Members has 
sole and complete discretion as to whether to consent to continue the business of the 
Company upon the occurrence of a Withdrawal Event as described above. 

(b) As soon as possible following the occurrence of any Withdrawal Event, if the 
Company is not continued, a representative of the Company shall execute and file a Notice of 
Winding Up with the Arizona Company Commission. 

9.2 Effect of Filing of Dissolving Statement. Upon the dissolution ofthe Company, the 
Company shall cease to carry on its business, except insofar as may be necessary for the winding up 
of its business, but its separate existence shall continue until Articles of Termination have been filed 
with the Arizona Company Commission or until a decree dissolving the Company has been entered 
by a court of competent jurisdiction. ' 

9.3 Winding Up, Liquidation and Distribution of Assets. 

(a) Upon dissolution, an accounting shall be made by the Company's independent 
accountants of the accounts of the Company and of the Company's assets, liabilities and operations, 
from the date of the last previous accounting until the date of dissolution. The Members shall 
immediately proceed to wind up the affairs of the Company. 
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(b) If the Company is dissolved and its affairs are to be wound up, the Members 
shall (1) sell or otherwise liquidate all of the Company’s assets as promptly as practicable (except to 
the extent the Members may determine to distribute any assets to the Members in kind), (2) allocate 
any profit or loss resulting from such sales to the Members Capital Accounts in accordance with 
Article VI hereof, (3) discharge all liabilities of the Members (other than liabilities to Members), 
including all costs relating to the dissolution, winding up, and liquidation and distribution of assets, 
(4) establish such reserves as may be reasonably necessary to provide for contingent liabilities of the 
Company (for purposes of determining the Capital Accounts of the Members, the amounts of such 
reserves shall be deemed to be an expense of the Company), (5) discharge any liabilities of the 
Company to the Members other than on account of their interests in Company capital or profits, and 
(6)  distribute the remaining assets in the following order: 

(i) If any assets of the Company are to be distributed in kind, the net fair 
market value of such assets as of the date of dissolution shall be determined by 
independent appraisal or by agreement of the Members. Such assets shall be deemed 
to have been sold as of the date of dissolution for their fair market value, and the 
Capital Accounts of the Members shall be adjusted pursuant to the provisions of 
Articles I1 and VI of this Agreement to reflect such deemed sale. 

(ii) The positive balance of eachMember’s Capital Account as determined 
aRer taking into account all Capital Account adjustments for the Company’s taxable 
year during which the liquidation occurs, shall be distributed to the Members, either 
in cash or in kind, as determined by a Majority-In-Interest of the Members, with any 
assets distributed in kind being valued for this purpose at their fair market value. Any 
such distributions to the Members in respect of their Capital Accounts shall be made 
in accordance with the time requirements set forth in Section 1.704-1(b)(2)(ii)(b)(2) 
of the Treasury Regulations. 

(c) Notwithstanding anything to the contrary inthis Agreement, upon a liquidation 
within the meaning of Section 1.704-1 (b)(2)(ii)(g) of the Treasury Regulations, if any Member has 
a negative Capital Account balance (after giving effect to all contributions, distributions, allocations 
and other Capital Account adjustments for all taxable years, including the year during which such 
liquidation occurs), such Member shall have no obligation to make any contribution to the capital of 
the Company, and the negative balance of such Member’s Capital Account shall not be considered 
a debt owed by such Member to the Company or to any other person for any purpose whatsoever. 

(d) Upon completion of the winding up, liquidation and distribution of the assets, 
the Company shall be deemed terminated. 

(e) The Members shall comply with any applicable requirements of applicable law 
pertaining to the winding up of the affairs of the Company and the final distribution of its assets. 

9.4 Articles of Termination. When all debts, liabilities and obligations have been paid 
and discharged or adequate provisions have been made therefor and all of the remaining property and 

C:\WINDOWS\TEMp\AZ Utility supply.wpd 

16 



I 
8 
I 
I 
1 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

assets have been distributed to the Members, Articles of Termination shall be executed and filed with 
the Arizona Company Commission. 

9.5 Return of Contribution Non-recourse to Other Members. Except as provided by 
law, upon dissolution, each Member shall look solely to the assets of the Company for the return of 
his or her Capital Contribution. Ifthe Company property remaining after the payment or discharge 
of the debts and liabilities of the Company is insufftcient to return the cash or other property 
contribution of one or more Members, such Member or Members shall have no recourse against any 
other Member. 

ARTICLE X 

INVESTMENT REPRESENTATIONS 

10.1 Investment Intent. Each of the Members hereby represents and warrants to the 
Company and to each of the other Members that it has acquired its interest in the Company for 
investment, solely for the account of the partners or members thereof (and as to such partners or 
members in their individual capacities, the representations and warranties made in this Article X shall 
also be true, correct and binding), with the intention of holding such interest for investment, and 
without any intention of participating directly or indirectly in any distribution of any portion of such 
interest. 

10.2 Registration of Members’ Interest. Each oftheMembers hereby acknowledges that 
it is aware that its interest in the Company has not been registered under the Securities Act of 1933, 
as amended (the “Securities Act”), and that its interest in the Company has not been registered under 
the securities laws of any state. Each of the Members further understands and acknowledges that its 
representations and warranties contained in this Article X are being relied upon by the Company and 
by the other Members as the basis for exemption of the issuance of such Member’s interest in the 
Company from the registration requirements of the Securities Act and all applicable state securities 
laws. Each of the Members hrther acknowledges that the Company shall be under no obligation to 
register his interest in the Company under the Securities Act or under any state securities law and 
shall be under no obligation to recognize any sale, transfer or assignment of its interest in the 
Company to any person unless and until such Member or his transferee hrnishes to the other 
Members an opinion of counsel or other adequate assurances, satisfactory to the other Members, that 
the transfer of such interest in the Company has been registered under the Securities Act and under 
all applicable state securities laws or that such registration is not required. Each of the Members 
further acknowledges that it may theretofore have to bear the economic risk of its investment in the 
Company for the duration of the Company. 

I 
I c\wINDows\TEMp\Az utility supply.wpd 

17 



10.3 Nature of Investment and Risk. Each of the Members hereby acknowledges that, 
prior to its execution of this Agreement, it received a copy of this Agreement, together with all other 
information requested and deemed necessary or relevant by it or its representative or attorney, and 
has caused its partners or members to read and examine the same and, to the extent deemed 
necessary, caused the same to be read and examined by its representative or attorney. Each of the 
Members hereby further acknowledges that its representative or attorney is familiar with this 
Agreement and with the business and affairs of the Company and that the Member does not desire 
any hrther information or data relating to the Company or to the other Members. Each of the 
Members hereby acknowledges that its partners or members understand that the purchase of its 
interest in the Company is a speculative investment involving a high degree of risk and does hereby 
represent that it has a net worth sufficient to bear the economic risk of his investment in the Company 
and to justifjr its investing in a highly speculative venture of this type and h‘as such knowledge and 
experience in financial and business matters, either individually or together with certain identified 
purchaser representatives, that it is capable of evaluating the merits and risks of a venture of this type. 

ARTICLE XI 

MISCELLANEOUS PROVISIONS 

11.1 Notices. Any notice, demand, or communication required or permitted to be given by 
any provision of this Agreement shall be deemed to have been sufficiently given or served for all 
purposes if (a) delivered personally to the party or to an executive officer of the party to whom the 
same is directed; (b) if sent by registered or certified mail, postage and charges prepaid, addressed 
to the Member’s and/or Company’s address, as appropriate, which is set forth in this Agreement; or 
(c) by facsimile to any facsimile number supplied by the Company or a Member and identified as that 
Member’s facsimile number. Any such notice shall be deemed to be given upon personal deIivery, 
three (3) business days after the date on which the same was deposited in a regularly maintained 
receptacle for the deposit of United States mail, addressed and sent as aforesaid, or upon facsimile 
transmission provided that the sender’s facsimile machine provides proof of successful transmission. 

11.2 Tax Matters Partner. The Members shall designate one of the Members as a tax 
matters partner, and such tax matters partner is authorized and required to represent the Company 
(at the Company’s expense) in connection with all examinations of the Company’s affairs by tax 
authorities, including resulting administrative and judicial proceedings, and to expend Company funds 
for professional services and costs associated therewith. The Members agree to cooperate with the 
tax matters partner and to do or refrain from doing any or all things reasonably required by the tax 
matters partner to conduct those proceedings. The tax matters partner agrees to promptly not% the 
other Members upon the receipt of any correspondence from any federal, state or local tax authorities 
relating to any examination of the Company’s affairs. The tax matters partner shall be prohibited 
from entering into any settlement or arrangement on behalf of the Company with respect to any 
federal, state or local tax authorities without the express written approval of the Members. 

1 1.3 Application of Arizona Law. This Agreement and its application and interpretation 
shall be governed exclusively by its terms and by the laws of the State of Arizona. 
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11.4 Waiver of Action for Partition. Each Member irrevocably waives during the term 
of the Company any right that he may have to maintain any action for partition with respect to the 
property of the Company. 

11.5 Amendments. This Agreement may not be amended except bytheunanimouswritten 
agreement of all of the Members. 

1 1.6 Execution of Additional Instruments. Each Member hereby agrees to execute such 
other and fbrther statements of interest and holdings, designations, powers of attorney and other 
instruments necessary to comply with any laws, rules or regulations. 

11.7 Construction. Whenever the singular number is used in thi’s Agreement and when 
required by the context, the same shall include the plural, and the masculine gender shall include the 
feminine and neuter genders and vice versa; and the word “person” or “party” shall include a 
Company, firm, partnership, proprietorship or other form of association. 

11.8 Headings. The headings in this Agreement are inserted for convenience only and are 
in no way intended to describe, interpret, define, or limit the scope, extent or intent of this Agreement 
or any provision hereof 

11.9 Waivers. The failure of any party to seek redress for violation of or to insist upon 
the strict performance of any covenant or condition of this Agreement shall not prevent a subsequent 
act, which would have originally constituted a violation, from having the effect of an original 
violation. 

11.10 Rights and Remedies Cumulative. The rights and remedies provided by this 
Operating Agreement are cumulative and the use of any one right or remedy by any party shall not 
preclude or waive the right to use any or all other remedies. Said rights and remedies are given in 
addition to any other rights the parties may have by law, statute, ordinance or otherwise. 

1 1.1 1 Severability. If any provision of this Agreement or the application thereof to any 
person or circumstance shall be invalid, illegal or unenforceable to any extent, the remainder of this 
Agreement and the application thereof shall not be affected and shall be enforceable to the fbllest 
extent permitted by law. 

11.12 Heirs, Successors and Assigns. Each and all ofthe covenants, terms, provisions and 
agreements herein contained shall be binding upon and inure to the benefit of the parties hereto and, 
to the extent permitted by this Agreement, their respective heirs, legal representatives, successors and 
assigns. 

. 11.13 Creditors. None of the provisions of this Agreement shall be for the benefit of or 
enforceable by any creditors of the Company. 
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1 1.14 Counterparts. This Agreement may be executed in counterparts, each of which shall 
be deemed an original but all of which shall constitute one and the same instrument. 

IN WITNESS WHEREOF, the Members and the Company set their hands as of the date 
first written. 

L &&L- 
Steihen A. Kolmer 

, “Member” 

Maurice Lee 
I 

“Member” 
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AGENDA FORM 
FQP 

PlNAL COUNTY BOARD of SUPERVISORS 

d. HOTION tt Ir moved tklt the Prnal County m r d  of Supnrlrors . , . 
SUGGESTED MOTION: Approve the crswian of the -OM Utili* Suppty 8 S e w s ,  U.C S e w  franchise area and 
further maw that the B~ard authorize its C h h a n  and Clerk to execute the d o m e n t s p  qryented. 

1. DEPARYMENT: 7 .  DEWW cdu 

9. FINANCE OFFICE; 

ppmwd aa to fonn and wltnld the pewem arid autharlty 

10. COUHTY MANAGER 
Date 

n n 

Actlon Taken: 

CLERK OF TH 



WHEREAS, Arizona Utility Supply S: Services, LLC, a(n) Arizona cot-poration, duly authorized 
to conduct business in the State of Arizona, has duly filed and presented to the Board af Supervisors 
of the County of Pinal, State of Arizona, its application for a new ptblic utility franchise for the 
purpose of constructing, operiting and mainraining a sewer svstem and related appurtenances along, 
under aiid across thc public streets, alleys and highways, except federal and state highways, within 
the unincorporated area of Pinal County, Arizona, as described in the Public Notice of the creation 
bearing attached hereto as Exhibit "A," 

WMEKEAS, upon h z o n a  Utility Supply & Services, LLC's ti Img of an application for the public 
uti\ity franchise (hereinafter "Application"), the Board of Supervisors of Pinal County ordered a 
public notice of its intent to consider the granting ofthe public utility franchise to be published in 
a nwspapcr of geiieral circulittion, in Pinal County, Arizona, stating the time and place for 
consideration of the Application was set for 9:30 a.m. nn Wednesday, February 14, 2001, at the 
Pinal County Board of Supet-visors' Hearing 1?ooiii, Administration B~nldmg No. I ,  Florence, 
Arizona. 

IVHE'REAS, said Application having come on regularly for hearing at 9:30 a.m. on  Wednesday, 
February 14,200 I ; and it appearing from the affidrlvit of the publisher of the Florence Reminder and 
Blade Tribune that due and regular notice of said time and place set for the consideration of such 
action has been published for at least once a week for three consecutive weeks prior to said hearing 
datte, to-wit; in the issues of the Florerice Reminder atid Blade Tribune On January 25, 2001; 
Febtuary 1, 2001; and February 5, 2001; and the matter being called for hearing at 9:30 a.m. on 
February 14, 2001, and an opportunity having been given to all interested parties to be heard. 

WHEREAS, the Board of Supewisors ofPinal County has the power tn create a sewer fTilTIchise 
under its general police powers in such matters. 

NOW, THEREFORE, 

Section 1: DEFIfilTLONS 

The following terms used in this Franchise shall have the following meanings: 

A. County: Pinal County, Arizona 



I 
,I 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
1 

I 
I 
I 

'I 

'I 

B. Board: Board of Supervisors of Pinal County, ,4tiZOTia. 

G, Grantor: Pirial County, by and through i ts Board of Supervisors 

D. Grantee: Arizona Utility Supply 8r, Services, LLC, a(n) Arizona cuqmration, its 
successors and assigns 

E. Granter's Facilities: Sewer system and related apyuttenances 

Section 2: GRANT 

A. Grantor, on Februrtry 14,2001, hereby grants tu Grantee, for a period of 25 years, this new 
public utility franchise (hereinafter "Franchise") for the purpose of constructing, operating and 
maintaining a sewer system and related appurtenances along, under and across public streets, alleys 
and highways, except federal and state highways, under the terms and conditions set forth herein 
within the unincoipyorated area of Pinal County, Arizona, as described in the Application (hereinafter 
"Franchise Area"). 

B. Nonexclusive Franchise. 

( , I )  The Franchise granted hereby shall not be exclusive and shall not restrict in m y  manner the 
right of County in the exercise of any replatory power which it now has or which may hereafter be 
authorized or permitted by the laws of the State of Arizona. Nothing herein shall he: construed to 
prevent County from granting other like or similar franchises to any other person, firm. or 
corporarim. County retains and shall ever be considered as having and rctaining the right and power 
tu allow and to grant to any other person, f i i m ,  corporation or orhcr companies, fi-anc'tiise rights and 
privileges to be exercised in and upon its public streets, alleys, highways and public places, and such 
of the same and parts thereof as County may dmm best or choose to allow, pemiit, gi'vt or grant. 

. 

(2) Nothing herein shall be construed to prevent County and its proper authorities from 
constructing and installing a sewer system, or improvements to its public highways, Strears and 
alleys, and for that purpose, to require the Grantee at Granlew's own cxpense to remove Grmree's 
facilities to conform thereto and facilitate the same. 

(1) County reserves the right to alter and aniend the FrRnchise at any time and in any manner 
necessary for the safety at- welfare of the public or to protec.t the public interests, and County 
resei-ves the right to inipme at any time restrictions and litn,i.tations upon the use of the public BUteCfS, 
alleys and highways as Counry deems best for the public safety or welfare. 

(2) County expressly reserves the right, afier due notice to grantee, to modify, amend, alter, 
change or eliminate any of the provisions uf the Franchise which may become obsolete or 
impractical; and to impose such additional conditions upon the grantee as may be j u s t  and 
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reasonable, such conditions to be chose deemed nccessaiy for the purpose of insuring adequate 
service 10 the public; provided however, County shall not modify. amend, alter, change or eliminate 
m y  of said provisions until after a public hearing. if such is iegatly required or requested by grantee. 

Sectim 3: RENEWALISUBSEQUENT APPLXCATTQN/REMOVAL OF SYSTEM 

A. The Franchise herctn granted shall expire on February 14, 2026; and upon its termination, 
Grantee shall cease to exercise under the teniis of the Franchise the privileges herein granted. In the 
event Grantee desires a renewal uf the Franchise herein ganred, or a new franchise for a subsequent 
period, Grantee shall apply to and open negotiations with County for that purpose at least six (6 )  
months before the expiration of tflc Franchise herein granted; but nothing herein shall be construed 
to bind County to g a n t  such rencwaI 02 subsequent franchise. 

B. Upon termination of the Franchise the grantee shall remove i ts  facilities from che streets, 
alleys, ways, highways and bridges within the Franchise Area and shall restore the areas to their 
original condition. If such removal is not compleied within six months of such tetmination, County 
tmy deem any proptx:rly nut removed as having been abandaned. 

Section 4: REGULATION 

Grantee, its successors and assigns shall be subject m reasonable regulations for tht: maintenance 
by grantee, its successors and assigns, of such portion of the public streets. alleys and highways 
altered, damaged or destroyed by Grantee, its agents or employees in exercising thc privileges 
granted by the Franchise. 

A. Prior to the beginning of any construction for installation of the Sewer systcm and related 
appurtenances, the Grantce, its successors and assigns will suhmi t a plan of proposed construction 
to the Pinal County Engineer and will not commence any cnnstruction until the plan of construction 
is approved by the County Enginuer or his designate. 

B, All work perfotmed by Grantee under the Franchise shall be done in the manner prescribed 
by County and subject to the supervision of County, and in strict compliance with all laws, 
ordinances, rules and regulations of federal, state and local govenii-tients. 

C. No construction, reconstruction, repair, or relocation under the Franchise shall be 
commenced until written perinits have been obtaiacd from thc proper county ofificlals. In any pertnit 
so issued. such officials may impose such conditions and regulations as a condition of the granting 
of the Swne as are necessaiy for the pciqosu of protecting any structures in the highways or streets 
and far the proper restoration of such highways, streets and structures, and lor the protection of the 
public and the continuity ofpedestrian and vehicular traffic. 

D, No co~i$trllc'ti~n under the Franchise by grantee shall impose upon County tho duty tQ 
maintain any publrc streel, alley or highway unless County accepts said public street, alley or 
highway into the county rrinintrnanct system as provided by law,  
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I Section 6: INSPECTION 

County shall, if it deems it necessary, have the righr to inspect the construction. operatiorl and 
maintenance of Grantee's facilities to insure the proper performance of the ternis of the Franchise 
granted herein. 

Section 7: SUFFICIENCY, LOCATION AN11 MAINTENANCE 

All of Grantee's Facilities shall be in all respects adequate, effkient, substantial and permanent in 
design and workmanship, and shall be so located, erected and maintained $0 as not to interfere with 
the use and enjoyment ofthe public streets, allcys and highways. All of Grantee's Facilities erected 
by Grantet? shall be maintained in a safe, suitable, substantial condition and in good order and repair. 

Section 8: EXPANSION 

Grantee will, from time to time, during thc term of the Franchise make such enlargements and 
extensions of its water system as are necessary to adequately provide for the requirements of CoLmty 
and the inhabitants of the Franchise Area: provided that nothing herein shall compel Grantee to 
expand or enlarge its system beyond the economic and opurating limits thereof. Such enlargements 
and extensions shalt be made in accordance with company rules arid regularians. 

A. During thc term of the Franchise whenever County or any qualified authority having 
jurisdiction in the Franchise Area alters, repairs, iniproves, or changes the grade of, any public 
streets, alleys and highways in the Franchibe &ea during the tenn of the Franchise, then and in such 
event, Grantee. its 5UCCeSs6rS or ass~gns, at its own expense. shall promptly, upon reasonable notice, 
make such changes in thu location, structure or alignment of 11s water lines and related 
appurtenances BS thr public officials in charge of S U C ~  work may dcem necessary. 

B. After thirty (30) days notice to Grantee, of needed cliaiiges or corrections and upon the 
failure o f  Grantee, to make such changes set forth in Section 9(A) above or to correct any daiiiage 
to the right-of-way of my public strect, alley or highway within the Franchise Area caused directly 
or indirectly by Grantee, its agcnts, successors or assigns, County or its successors shaIl have the 
tight to make such changes or corrections at the expense of said Grantee, jts successors or assigns, 
and such expenses shall be due and payable upon writtcn demand by County or its S U C C ~ S S O ~ S  to 
Grantee, its successors or assigns. 

Section 10: LIABILITY 

A, IF any streets, highways, alleys, ways, bridges, sidewalks, public place, or other public 
facility should be disturbed, altered, damaged or destroyed by Grantee. its employees, contractors, 
subcontractors or agents in the construction, installation, operation and maintenance of Grantee's 
Facilities under the Ftanchisc, the same shall be promptly repaired. reconstructed, replaced or 
restored by Grantec, without cost to County, as S O O ~  as practicable and in as good condition as 
before Grantee's entry and to the satisfaction of County. I f  Grantee f3ils to make such restoration 
and repairs within a reasonable tinie as detemiincd by County, then County may fix a reasonable 
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time for such restoration and repairs and shall notify Grantee in writing of the restoration and repairs 
required and the time fixed for the performance thereof. Upon failure of Grantee to comply within 
the time specified. County m y  cause proper restoration and repairs to be made, and the expense of 
such work shall be paid by Grantee upon demand by County 

B. Grantee shall be responsible to every owner of property which shall be injured by the work 
of construction, installation, operation or maintenance of Grantee's Facilities under the Franchise, 
all physical damage which shall be done to such injured property through any act or omission of 
Grantee. its employees. contractors, subcontractors or agents arising out of said construction, 
installati on, opera tion or maintenance, 

C .  It is a condition of the Franchise that County shalt not and does not by reason of the 
Franchise assume any liability of the Grantee wharsoever for injury to ~ ~ X S Q ~ S  or damage to 
property. 

Section 11: INDEMNIFICATION 

Grantee by its acceptance of the Franchise agrees for itself, its successors and assigns that 
throughout the entire term of this franchise, Grantee, its successors and assigns, at its sale cost and 
expense, shall indemnify, defend, save and hold harmless Pinal County, its elected officers, 
employees and agents fiom any and al'l lawsuits, judgments and claims fur inj.ury, death and damage 
to persons and property, both real and personal, mused by the construction, design, installation, 
operation or maintenance of the sewer system or related appurtenances by Grantee within the 
Franchise k e a .  Tndernaifkd rsprnsts shall include, but nor be limited to, litigation and arbitration 
expenses, and attorneys' fees, 

Sectioii 12: ACCEPTANCE BY GRANTEE / EFFECTIVE DATE FRANCHISE 

The Franchise shall be accepted by Grantee by written instiuiticnt in the form attached hereto as 
Exhibit "€3" (tiereinafter "Acceptance"), cxecutcd and acknowledged by it as a deed is required to 
be, and filed with the Clerk of the Pinal County Board of Supervisors within thirty days after thc 
date this Franchise is accepted by County, This Franchise shall be effective upon delivery of the 
Acceptance to the Clerk of the Pinal County Board of Supewisors in the form required and within 
the time specified above. 

Section 13: LIMITS ON GRANTEE'S RECOURSE 

A. Grantee by its acceptance of the Fratichisc acknowledges such acceptance relics upmi 
&Tantee's own investigation and understaJidirig of the power and authority of the County to grant said 
franchise. Grantee by it5 acceptance of the Franchise accepts the validity of the terns and conditions 
of the Franchise in their entirety and agrees it will not, at any time, pruceed against County in any 
claim or proceeding challenging any term or provision of the Franchise as unreasonable, arbitray 
or void, or that County did not bwc the authority to impose such term or condition. 

B. Grantee by accepring the Franchise acknowledges that it hbs not been induced tu accept the 
same by any promise, verbal or written, by or on behalf of C:ounty or by any third person regarding 
any term or mndition of the Franchise not expressed therein. Grantee by its acceptance of the 
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Franchise fkrther pledges that no promise OF inducement, oral or written, has beeii made to any 
employee or official of County regarding receipt of the Franchise. 

C. Grantee by its acceptance of the Franchise further acknowledges that it has carefi~lly read 
the t e r m  and conditions of the Franchise arid accepts without rescrvation the obligations imposed 
by the terms and Conditions herein. 

D. The Boards decision concerning its selection and awarding of the Francbise shall be final. 

Section 14: FAILOriE TO ENFORCE FRANCHISE 

Grantee shall not be excused fiom complying with any ofthe terns and conditions of the Franchise 
by any failttre of County, upon any oiir or more occasions, to insist upon the Grantee's perforniance 
or to seek Grantee's compliance with any cine or more of such terms or conditions. 

Section 15: COMPLIANCE WITH THE LAW 

Grantee shalI at all times, conduct its business under the Franchise in accordance with all federal, 
state and local laws, rules and regulations, as amended, including any future amendments thereto 
as may, from timc to time, be adopted. 

Section 16: INTERY RETAT" ONlGOVERNING LAW 

The interpretation and perfomlanee o f  the Franchise and o f  the general tcnns and conditions shall 
be in accordance with and goveined by the laws of the State of Arizona. 

Sectian 17: VENUE 

Exclusive venue for any legal action to enforce the provisiotls, terms and conditions o f  the Franchise 
shall be the Superior Court of the State of Arizona in and for the County of Pinal, Florence, 
Arizona,. 

Sectiun 18: SEVERABILITY 

If my section, provision, tern1 or covenant or m y  portion of any section, provision, tenn or covenant 
of the Franchise i s  deterniined to be illegal, iwalid or unconstitutional, by any court of competent 
jurisdiction or by any state or federal regulatory agency having jurisdiction thereof, such 
determination shnl! have no effect on any rcmaining portion of such section, provision, term or 
cgvenant or the remaining sections, ptovisians, tenns or covenants of the Franchise, all of which will 
reniaifi in full fclrce and effect fur the term of the Franchise or any renewal or renewals thereof. 

SectIan 19: FOWEJTWRE 

A. Tf G r i t c e  fails to comply with any of the provi~ioiis of this agreement or defaults in any of 
i ts  obligations hereunder, except for causes heyand thc reasonable control of Grmtec; and shall k i l  
within thirty (30) days after written notice from County to C O I ~ I ~ ~ C E ,  ,and within a reasonable timc, 
complete the correction of such default or noncompliance, County shall have the right to revoke this 
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~ I,  
agreement and all rights of Grantee heremdcr. In the event Grantee makes a general assignment or 
general arrangement for the benefit of creditors; or a trustee or receiver is appointed to take 
possession of substantially all of Grantee's Facilities withm the Franchise Area or of Grantee's 
interest in this Franchise, where possession IS not restored to Grantee within thirty (30) days; or 
Grantee's Facilities within the Franchise Area are subject to an attachment, execution or other 
seizure of substantialIy all of the Grantee's Facilities within the Franchise Area or this Franchise, 
where such seizure is not discharged within thirty (30) days. County may declare the Franchise, 
along with the Original Franchise, forfeited and terminated. 

E. 
arising from such violations. 

Nothing hmcin contained shall limit or restrict any other legal rights that County may possess 

Section LO: REVOCATION OF FR4NCHISE 

The Franchise may after due notice and hearing, he revoked by County far any of the following 
reasons : 

A. For false or misleading statements in, or material omissions from the application for and the 
hearing on the granting of the Franchise. 

B. For any transfer or assignment of the Franchise or control thereof without County's written 
consent. 

C. For hifure to comply with any of the terms and conditions of the Fr;inchise. 

Section 21: ASSIGNMENTITRANSFER 

Grantee shall not assign or transfer any interc5t in the Franchise without the prior written consent 
of County. Said Board shall not unreasonably withhold its consent to a proposed trn$fer. 

Section 22: NOTICE 

Notices required undcr the Franchise shall be delivered or sent by certified mail, postage prepaid to: 

Grantor; 

Clerk of the Pinal County Board of Supervisors 
P.O. Box 827 
3 1 No Piiial Street 
Florence, Arizona 85232 

Grantee 1 

Arizona Utility Supply & Sct'viccs, L.LC 
4002 E. Taro Lane 
Phoenix, Arizona 85050 
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The delivery or mailing of such notice shall be equivalent to direct personal notice and shall be 
deemed to have been given at the time of delivery. Either party may change its address under this 
section by written notice to the other party. 

Section 23: FtEMEDIES 

Rights and remedies reserved to the parties by the Franchise are cumulative and shall be in addition 
to and not in derogation ofany other rights or remedies which the parties may have with respect to 
the subject matter of the Franchise and a waiver thereof at any time shall not affect any other time. 

Section 24: RIGHT OF INTERVENTION 

County hereby reserves to itself'? and Grantee hereby grants to County, the right to intervene in any 
suit, action or proceeding involving any provision in the Franchise. 

Section 25: BOOKS AND RECORDS 

Grantee shall maintain books and records that identify all of Grantee's underground facilities by type 
and location within the Franchise Area. Grantee will make Such books and records available to 
County upon County's request and without cost to County, 

Section 26: AD VALOREM TAXES 

Granfee shall pay its ad vrtloreni t a x s  before they became delinquent. 
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IN WITNESS WHEREOP, the Board of Supervisors of Pinnl County, A4riz~na, by its Chairman 
and its Clerk, thereunto duly authorized, has hereunto set Its hand and cause its official seal to be 
affixed on Actual date of hearing, 

PINAL COUNTY BOARD OF SUPERVISORS 

by:. . sIlah( 
Stanley D. Griffis, Clerk 

APPROVED AS TO FORM: 

ROBERT CARTER OLSON 
PWAL COUNTY ATTORNEY - : Ric ard Husk, Deputy County Attorney 
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December 15,2000 

To Whom it Concerns: 

Anzona Utility Supply & Services, LLC and/or assignee is applying for a 
franchised area in Pinal County, Arizona to serve certain properties with sewer treatment 
and collection service. Woodside Homes Sales Corporation or assignee hereby request 
that OUT property as described herein as “ E b b i t  A” be included in the franchsed area 
that Anzona Utility Supply & Services, LLC is applying for. 

Woodside Homes Sales Corporation or assignee also request that their property as 
described herein be included in the “Certificate of Convenience and Necessity” as 
granted by Anzona Corporation Commission for Arizona Utility Supply & Services, LLC 
and/or assignee 

I 
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May 10,2000 
LEGAL DESCRIPTION FOR 

CAMBNA 
CR-3 RESIDENTIAL ZONING PARCEL 

Tract D and a part of Tract C, "The Links Estates Unit l", recorded in Cabinet B, Slide 101, Pinal 
County Records, and a part of the Southwest Quarter of Section 20, Township 2 South, Range 8 
East, of the Gila and Salt River Meridian, Pinal County, Arizona, more particularly described as 
follows: 

Beginning at the North Quarter-Comer of said Section 20; 

Thence North 89"46'52" East, along the North line of the Northeast Quarter of said Section 20, a 
distance of 398.92 feet to the True Point of Beginning; 

Thence continuing North 89'46'52" East, along said North line, a distance of 921.12 feet to the 
Northwest comer of the Northeast Quarter of the Northeast Quarter of said Section 20; 

Thence South 00'00'10" West, along the West line of the East Half of the Northeast Quarter of said 
Section 20, a distance of 1,650.57 feet to the Southwest comer of the North Half of the North Half 
of the Southeast Quarter of the Northeast Quarter of said Section 20; 

Thence North 89"46'37" East, along the South line of the North Half of the North Half of the 
Southeast Quarter of the Northeast Quarter of said Section 20, a distance of 1,320.47 feet to the 
Southeast comer of the North Half of the North Half of the Southeast Quarter of the Northeast 
Quarter of said Section 20; 

Thence South 00'00'43" East, along the East line of the Northeast Quarter of said Section 20, a 
distance of 990.28 feet to the East Quarter-comer of said Section 20; 

Thence South 00'00'37" East, along the East line of the Southeast Quarter of said Section 20, a 
distance of 660.22 feet to the Southeast comer of the North Half of the North Half of the Southeast 
Quarter of said Section 20; 

Thence South 89O46'12" West, along the South line of the North Half of the North Half of the 
Southeast Quarter of said Section 20, a distance of 2,441 -85 feet to a point on a line which is parallel 
with the West line of the Southwest Quarter of said Section 20; 

ThenceNorth 00'00'29" East, along saidparallel line, a distance of 79.73 feet to apoint on the South 
line of a 15.00 foot wide access strip and wellsite recorded in Docket 1932, Page 269, Pinal County 
Records; 

Thence, along the boundary of said 15.00 foot wide access strip and wellsite, the following courses: 
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Thence North 89'46'12" East, a distance of 1,991.83 feet; 
Thence South 00'00'37" East, a distance of 2.01 feet; 
Thence North 89'46'12" East, a distance of 100.00 feet; 
Thence North 00'00'37" West, a distance of 100.00 feet; 
Thence South 89'46'12" West, a distance of 100.00 feet; 
Thence Socth 00'00'37" East, a distance of 82.99 feet; 

Thence South 89'46'1 2" West, a distance of 1,99 1 .82 feet to a point on a line which is parallel with 
the West line of the Southwest Quarter of said Section 20; 

' 

Thence South OO"OO'29" West, along said parallel line, a distance of 1.63 feet to a point on a line 
which is parallel with the North line of the Northeast Quarter of said Section 20; 

Thence South 89'46'52" West, along said parallel line, a distance of 199.91 feet to a point on a line 
whch is parallel with the North line of the Northwest Quarter of said Section 20; 

Thence South 89'46'27" West, along said parallel line, a distance of 540.38 feet; 

Thence North 00'13'33" West, a distance of 128.56 feet; 
Thence North 45'06'50" West, a distance of 35.42 feet; 

Thence South 89'59'54" West, a distance of 343.90 feet to the East line of Golf Course Tract Q, 
shown on said "The Links Estates Unit 1 'I; 

Thence North OO"OO'29" East, along said East line of Golf Course Tract Q, being parallel with the 
West line of the Southwest Quarter of said Section 20, a distance of 412.28 feet; 

Thence North 00'00'06" West, continuing along said East line of Golf Course Tract Q, being parallel 
with the West line of the Northwest Quarter of said Section 20, a distance of 1,544.52 feet; 

Thence South 79'03'31" East, a distance of 699.63 feet; 
Thence North 00'00'16" West, a distance of 155.03 feet; 
Thence South 89'07'26" East, a distance of 313.95 feet; 
Thence North OO"OO'06" West, a distance of 16.36 feet; 

Thence North 89O59'29" East, a distance of 109.00 feet to a point on a line which is parallel with the 
West line of the Northwest Quarter of said Section 20; 
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Thence North OO"OO'06" West, along said parallel line, a distance of 784.13 feet to a point on a line 
which is parallel with the North line of the Northeast Quarter of said Section 20; 

Thence North 89'46'52" East, along said parallel line, a distance of 200.00 feet to a point on a line 
which is parallel with the West line of the Northwest Quarter of said Section 20; 

Thence North OO"OO'06'' West, along said parallel line, a distance of 282.97 feet to the True Point 
of Beginning. 

Containing 184.41 5 Acres, more or less. 
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May 10,2000 
LEGAL DESCRIPTION FOR 

CAMBRIA 
WASTEWATER TREATMENT SITE 
CI-2 INDUSTRIAL ZONING PARCEL 

That part of the Southwest Quarter of Section 20, Township 2 South, Range 8 East, of the Gila and 
Salt River Meridian, Pinal County, Arizona, more particularly described as follows: 

Commencing at the West Quarter-Comer of said Section 20; 

Thence North 89"46'27" East, along the East-West mid-section line of said Section 20, a distance 
of 1,733.19 feet to the East line of Golf Course Tract Q, "The Links Estates Unit 1 ' I ,  recorded in 
Cabinet B, Slide 101, Pinal County Records; 

Thence South OO"00'29" West, along said East line of Golf Course Tract Q, being parallel with the 
West line of the Southwest Quarter of said Section 30, a distance of 412.28 feet to the True Point 
of Beginning; 

Thence North 89"59'54" East, a distance of 343.90 feet; 
Thence South 45"06'50" East, a distance of 35.42 feet; 

Thence South OOo13'33" East, a distance of 128.56 feet to apoint on aline which is parallelwith the 
North line of the Northwest Quarter of said Section 20; 

Thence South 89O46'27" West, along said parallel line, a distance of 369.53 feet to the East line of 
said Golf Course Tract Q; 

Thence North OO"OO'29" East, along said East line of Golf Course Tract Q, being parallel with the 
West line of the Southwest Quarter of said Section 20, a distance of 155.00 feet to the True Point 
of Beginning. 

Containing 1.300 Acres, more or less. 

N:\0000 14\Admin\O4-003g.wp8 
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November 15,2000 

To Whom it Concerns: 

Arizona Utility Supply & Services, LLC is applying for a franchised area in Pinal 
County, Arizona to serve certain properties with sewer treatment and collection service. 
As owners of the below described property, Madison Diversified, hereby request that our 
property as described herein be included in the franchised area that Arizona Utility 
Supply & Services, LLC is applying for. 

Madison Diversified also request that their property as described herein be 
included in the “Certificate of Convenience and Necessity” as granted by Arizona 
Corporation Commission for Arizona Utility Supply & Services, LLC. 

LEGAL DESCRIPTION 

ParcelNo. 1 
The west half of the Northwest quarter of Section 21, Township 8 East of the Gila & Salt River Base and 
Meridian, Pinal County, Arizona A 
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