
maerson motners r arms, Inc. 
d.b.a. Anderson Brothers Water Company 
Attn. James W. (Bill) Little 
498 East 4th Street 
Casa Grande, Arizona 85222 

, 
I October 3,2001 

, 
I Docket Control 

Arizona Corporation Commission 
1200 W. Washington Street 
Phoenix, Arizona 85007 
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AZ CORP COMMISSION 
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Attached is an application by Anderson Brothers Farms, Inc. d.b.a. Anderson Brothers 
Water Company for approval of the sale of assets and/or for cancellation of the certificate 
of convenience and necessity. The purpose of this application is to gain approval for the 
asset transfer of this company, cancel the certificate of convenience and necessity, and 
assure the Arizona Corporation Commission that the existing customers will be served 
comparably or better by the Purchaser of the company assets, Copper Mountain Ranch 
Community Facilities District. 

Sincerelv. 





0 WILLIAM A. MUNDELL 
CHAIRMAN 

JIM IRVlN 
COMMISSIONER 

MARC SPITZER 
COMMISSIONER ARIZONA CORPORATION COMMISSION 

October 29,2001 

James W. Little 
President 
Anderson Brothers Farms, Inc. 
D/b/a Anderson Brothers Water Company 
498 East 4' Street 
Casa Grande, Arizona 85222 

BRIAN C. McNElL 
EXECUTIVE SECRETARY 

2001 OCT 29 A !I: 5 b  

Re: Anderson Brothers Farms, Inc., D/b/a Anderson Brothers Water Company - Application 
for Approval of the Sale and Transfer of Assets and Cancellation of its Certificate of 
Convenience and Necessity (CC&N) Docket W-04053A-01-0803 and W-02558A-01- 
0803 

Dear Mr. Little, 

In reference to your application for Approval of the Sale and Transfer of Assets and 
Cancellation of the Certificate of Convenience and Necessity docketed October 12, 2001, this 
letter is to inform you that your application has met the sufficiency requirements as outlined in 
Arizona Administrative Code R14-2-402C. 

Per Arizona Administrative Code R14-2-411 C.6, upon meeting sufficiency requirements, 
the Commission has 150 calendar days for its substantive review. This includes conducting a 
hearing and preparing a proposed Opinion and Order to present to the Commission at an Open 
Meeting. 

Should you have any questions or concerns on this matter, please contact me at (602) 
542-0839. 

Arizona Corporation Commission 
DOCKETED 

OCT 2 9 2001 

Cc: Docket Control 
Lyn Fanner 

xecutive Consultant 
Utilities Division 

A 1200 WEST WASHINGTON; PHOENIX. ARIZONA 85007-2996 I400 WEST CONGRESS STREET: TUCSON, ARIZONA 85701-1347 

www.cc.state.az.us 
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Corporation: 
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Par tne r sh ip  

ARIZONA CORPORATION COMMISSION 

APPLICATION FOR APPROVAL OF THE SALE OF ASSETS AND/OR 
FOR CANCELLATION OF THE CERTIFICATE OF CONVENIENCE 

AND NECESSITY 

WATER AND/OR SEWER 

I A. The name, address and telephone number of the Applicant is: 

James W. ( B i l l )  L i t t l e  

( 5 2 0 )  836-0267 

B. If doing business under a name other than the Applicant name, specify 

A n d e r s o n  B r o t h e r s  Farms, Inc. d,b,a.  A n d e r s o n  B r o t h e r s  
PanY 

. C. The Applicant is a: 

- Sole Proprietorship I - Limited Liability Company 

- Other (SpeciQ) 





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

Thomas A. McCarville ( 5 2 0 )  836-8265 
I , McCarville, Cooper & Vasquez, P.C. 

2 2 1  N.  Florence S t r e e t  

Casa Grande, AZ 85230-5005 
P.0, BOX 15005 

~ 

I 

I 

I 

I 498 E a s t  4 th  S t r e e t  

E. List the name, address and telephone number of the management contact: 

James W. ( B i l l )  L i t t l e  (520) 836-0267 

Anderson Broth Farms, Inc.  d .b .a .  Anderson Brothers  Water C o  

Casa Grande, AZ 85222 

F. The name, address and telephone number of the Purchaser is: 

Copper Mountain Ranch Community F a c i l i t i e s  D i s t r i c t  

510  E a s t  Florence Boulevard 

Casa Grande, A2 85222 

G. List the name and telephone number of the purchaser's representative. 

Kenneth W. Buchanan, D i s t r i c t  'Administrator 

H. The Purchaser is a: 

I. The purpose for the sale and/or cancellation is due to: 

I 5 Negotiated Sale of Asset - Condemnation Other 

~ 

~ 

~ Ccntrancanc.doc 07/00 1 





I J. Provide a copy of the following documents: - 

1. Sales or purchase agreement 
2. Court order (if condemnation) 
3. Corporate Resolution authorizing the liquidation of the assets, if required by the Articles of 

Incorporation 

K. Have all customer security deposits been refunded? Yes N o  x. If no, mark the block below 
that describes the proposed disposition of security deposits. 

__ All security deposits will be refunded prior to or at time of closing. 

3 All security deposits will be transferred to the Purchaser for refund pursuant its terms and 
conditions. 

- Other(exp1ain). 

L. Are there any refunds due on Main Extension Agreements? Yes -No x. If Yes, mark the 
block below which describes the proposed disposition of the refunds. 

- Applicant will continue to refund aRer the transfer. (Explain method of refunding) 

1, 

- Purchaser will assume the rehding obligations in accordance with the t e r n  of the main 
extension agreement. 

- Applicant will make a fbll r e h d  will be made at closing. 

- Other (explain). 

Ccntrancanc.doc 07/00 1 









e CFD Contract No. 

AGREEMENT COPY 
INTRODUCTION 

This ASSETS PURCHASE AGREEMENT (hereinafter referred to as the “Agreement”) is made 
and entered into by and between Mohawk Water Company, an Arizona Subchapter S corporation, and 
Anderson Bros. Fanns, Inc., an Arizona corporation, d.b.a. Anderson Bros. Water Company (hereinafter 
collectively referred to as ccSeller”) and the Copper Mountain Ranch Community Facilities District, an 
Arizona municipal corporation (hereinafter referred to as “Purchaser”). 

EFFZCTIVE DATE 
This agreement shall be effective as of the date of the execution of the last representative of the 

Seller is &e sole owner of all of the Assets, as defined in Section 1.7; and 
Seller desires to transfer to Purchaser, and Purchaser desires to acquire fiom Seller, all of the 

parties. 

a. 
b. 
Assets, as defined in Section 1.7, of the Companies for the consideration and on the terms and subject to 
the conditions set forth herein. 
c. Purchaser and Seller are cooperating in the completion of a tax-deferred exchange for Seller 
under I.R.S. Section 103 1. 
d. Purchaser acknowledges that the principal of Seller, James W. Little, owns and operates water 
companies other than the Companies and after the closing hereunder, James W. Little shall continue to 
own and operate new or existing water companies other than the Companies subject to the provisions in 
Sections 6.2 and 8.1, and Subsection 2.l(g). 

RECITALS 

NOW, THEREFORE, in consideration of the promises and the mutual agreements and covenants 
hereinafter set forth, the Parties hereby agree as follows: ’ ~ 

ARTICLE 1 DEFINITIONS 

Unless otherwise indicated in the text, terms in this Agreement shall have the following 
meanings. Capitalized terms not defined in this Article 1 shall have the meaning as otherwise set forth 
herein. Terms which are not defined shall have the regular and common meaning unless otherwise 
indicated by the text. 

Section 1.1 “Action” means any claim, action, suity arbitration, inquiry, proceeding or investigation by 
or before any Governmental Authority. 

Section 1.2 c‘AIzTeement’t means this Assets Purchase Agreement, and all amendments hereto. 

Section 1.3 “Business Records” shall mean that which is specified in Subsection 2.l(d). 

Section 1.4 “Cash Consideration” has the meaning specified in Section 2.3. 
5 

Section 1.5 “Closing” has the meaning specified in Section 3.6. 

Section 1.6 “Close of Escrow or COE” means such date of the Closing as the parties mutually agree 
but not later than January 10,2002. Any extension of the COE to no later than July 1 , 2002, requested 
by the Purchaser with the offer to have the real property and personal property taxes proration adjusted 



to show the Purchaser as responsible for taxes after January 10,2002 shall be agreed upon by the Seller. 
Any later extension to the COE shall be mutually agreed upon by the parties and shall not be 
unreasonably withheld. 

Section 1.7 “Compnies” shall mean Mohawk Water Company and Anderson Bros Farms, Inc. as well 
as any “doing business as” name adopted for these companies now or in the future. 

Section 1.8 “Contracts” shall mean that which is specified in Subsection 2.1(f) 

‘Due Diligence Period” shall mean thirty (30) days follo execution and delivery of 
this Agreement by Seller to Purchaser. 

Section 1.10 ccEncumbrancet’ means any recorded security interest, pledge, mortgage, lien or judgment. 

5 Section 1.11 “Effective Date”means that which is defined in the second paragraph of page 1 of this 
Agreement. 

Section 1.12 “Escrow Agent” has the meaning specified in Section 3.1. 

Section 1.13 “Financial Statements” has the meaning specified in Section 4.2, 

Section 1.14 ccGovemmental Authoritv” means any United States federal state or local or any foreign 
government, governmental regulatory or administrative authority, agency or commission or any court, 

~ or judicial or arbitrdbudy. 

Section 1.15 “Intangible Assets”shal1 mean that which is specified in Subsection 2.l(e). 

Section 1.16 “Wy means any federal, state, local or foreign statute, law, ordinance, regulation, d e ,  
code, order, decree, requirement or rule of common law. 

Section 1.17 “Liabilities” means. any and all taxes, debts, liabilities and obligations, whether accrued 
or fixed, absolute or contingent matured or ma tu red  or determined or determinable. 

Section 1.18 ‘&&‘ has the meaning specified in Subsection 9.4(a). 

Section 1.19 “Material Adverse Effect” means any circumstance, chhge in or effect on a Person 
which individually or in the aggregate with any other circumstances, changes in, or effects on such 
Person is or could reasonably be expected to be materially adverse to the business, financial condition 
assets or liabilities, customer or supplier relationships, prospects, results of operations or the condition 
(financial or otherwise) of such Person. 

Section 1.20 ‘cPerson” means any individual partnership, firm, corporation, limited liability company, 
associatiog trust, unincorporated organization or other entity, as well as any syndicate or group that 
would be deemed to be a person under Section 13 (d)(3) of the Securities Exchange Act of 193 4, as 
amended. 

Section 1.21 ccPurchase Price” means the appraisal value for the Companies of $986,860.00 adjusted 
by all of the following: 

A,geement (2119) 
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(a) Less any Net Balance of the loans made to the Companies by the Water Infrastructure 
Financing Authority (“WIFA Loans”). The WIFA Loans shall be assumed by the Purchaser in 
accordance with Subsection 2.2(a). For purposes of this Agreement, Net Balance of the WIFA Loans 
shall mean the loan principals outstanding at COE, plus accrued interest of the loans through COE, less 
the debt service cash reserves, and less the unapplied earnings on the cash reserves. 

Less the payoff of any other liabilities (including, but not limited to, outstanding property 
taxes), costs of utility services rendered to Companies prior to COE, encumbrances, liens, or customer 
deposit accounts for the Companies except any liability of the Companies for reversion of the ownership 
of the wells in Section 24, Township 5 South, Range 4 East , Gila and Salt River Meridian, which were 
conveyed to Mohawk Water Company in Special Warranty Deed recorded in the Pinal County Recorder 
OEce as Fee No. 1999-007618; 

Plus any material costs for construction, rehabilitation or installation of equipment, up to 
an aggregate of $25,000, for the Mohawk Water Company well between March 3 1,2001 and COE 
which decreased readings of NO, to Safe Drinking Water Act standards; 

(b) 

(c) 

(d) 
(e) 
(f) 

Plus 20% of the sum of Subsection 1.21 (c), for labor of James W. Little; 
Plus face value of Receivables at the time of COE as defined is Section 2.1 (b); 
If COE extends beyond January 10,2002 solely because of the request of the Purchaser, 

the Purchase Price shall be adjusted with an addition of interest on the Purchase Price at 6% per annum 
accruing to the Purchase Price &om January 10,2002 to the COE on a pro-rated basis; and 

Prepaid Expenses and Deposits as defined in Subsection 2.1 (c) shall be prorated as of the Closing and 
the Purchase Price shall be adjusted to reflect such proration. 

Section 122 “Purchaser” has the meaning specified in the introductory paragraph of this Agreement. 

Section 1.23 “Receivables” has the meaning specified in Subsection 2.l(b). 

Section 1.24 “Seller“ has the meaning specified in the introductory paragraph of this Agreement. 

Section 1.25 ‘I“ or “Taxes” means any and all taxes, fees, levies, duties, tariffs, imposts, and other 
charges of any kind (together with any and all interest penalties, additions to tax and additional amounts 
imposed with respect thereto) imposed by any government or taxing authority, including, without 
limitation: taxes or other charges on or with respect to income, fianchises, groundwater withdrawal fees, 
water quality fees, monitoring assistance program fees, windfall, or other profits, gross receipts, 
property, minimum, alternative minimum, estimated, sales, use, capital stock, payroll, employment, 
social security, workers’ compensation, unemployment compensation, or net worth, taxes or other 
charges in the nature of excise, withholding, ad valorem, stamp, transfer, value added, or g h  taxes; 
license, registration and documentation fees; and customs’ duties, tariffs, and similar charges. 

Section 1.26 “Third-Partv Claims” has the meaning specified in Subsection 9.4(a). 

Section 1.27 “Tangible Personal ProDertv” has the meaning specified in Subsection 2.l(a). 

(9) All real and personal property taxes and assessments with respect to the Assets and 

ARTICLE 2 PURCHASE AND SALE 

Section 2.1 Purchase and Sale. Seller agrees to sell and Purchaser agrees to purchase all the Assets as 
more specifically described below on the terms and conditions of this Agreement: 



(a) Property. - 

(i) Real Propery. All of Seller’s right, title and interest in and to any real property, real prope 
improvements, and fLxtures owned by or used in connection with the Companies, including 
without limitation that set forth on Exhibit 1 under the heading of Real Property and 
Improvements Thereon and any and all easements, appurtenances belonging and appertaining 
thereto, right-of-way permits, fbnchises, and all of Seller’s rightsherests in rights-of-way, 
roads, streets, alleys or public and private rights-of-way, including any reverter or reversionary 
rights or Seller’s interest which may accrue to its benefit as an owner ofthe Real Property as a 
result of the abandonment of any road, street or alleyway adjoining the Real Property. 
(ii) Personal Property. All of Seller’s right, title and interest in and to any and all equipment, 
materials, supplies, and other personal property owned by or used in the Companies; 
(b) Receivables. All of Seller’s rights as of the COE to payment for goods sold or services 

rendered by Seller to customers of Seller in the Companies, whether or not such customers have been 
presented with an invoice or statement for such payment prior to the COE; I 

I 
I 

(c) Deposits and Prepaid Expenses. All deposits (the “Deposits”) and prepaid expenses (the 
“Prepaid Expenses”) and the Monitoring Assistance Program fees of Seller connected with or related to 
the Companies as of the COE; 

used or maintained in the Companies; 

including without limitation, water service rights for both Companies as identified by the Arizona 
Department of Water Resources under numbers 56-001303.0000 and 56-001328.0000, Arizona 

(a) 

(e) 

Business Records. Any and all customer lists, billing and sales records and other rec 

Intangible Assets. Any and all intangible assets of Seller relating to the companies, 

Coiporation Commission certificates 
--ental licetlses,,- 

marks, trade names, fictitious names, 
all other intangible property rights of any kind, owned by the Companies or necessary to the Companies 
8s heretofore conducted; 

other commitments and rights connected with or related to the Companies, as more particularly 
described in Section 4.9, including without limitation those set forth on Exhibit 1 under the heading of 
Contracts; 

(g) Business Name. Afier COE, in addition to the other assets to be transferred by Seller to 
Purchaser, Seller shall transfer, assign and convey to Purchaser the right to use the names of Mohawk 
Water Company, Anderson Bros. Fanns, Inc. and Anderson Bros. Water Company in any m e r  
whatsoever, and M e r  agrees to execute such assignments, instruments and documents, as may be 

~ 

(f) Contracts. Any and all written or oral contkcts, agreements, leases, undertakings and 

I 
I 
I 

~ 

necessary to effectuate the complete and permanent transfer of such names to Purchaser. M e r  the COE, 
Purchaser agrees that Seller may maintain its existing corporate structures under different names as long 
as Seller: , 

(i) promptly changes the names of the corporktions to something other than Mohawk Water 
Company, Anderson Bros. Farms. Inc. and Anderson Bros. Water Company or any other similar 
-e, 
(ii) agrees to change its corporate names to a name which does not include the words “water” or 
“utility;” and 
(iii) Seller complies with Section 6.2 and the non-compete restrictions of Section 8.1 of this 
Agreement 

After COE, at Purchaser’s sole and absolute discretion, Purchaser may operate the Companies being 
acquired in any form and under any name(s) Purchaser chooses; 

Utility Contracts. Seller and Purchaser agree that Seller shall transfer to Purchaser dl 
utility contracts and deposits with respect to the Companies and the right to deposits or credits with 

(h) 

Agreement (4/19) 
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respect to the Assets on the date of the Closing and that Purchaser shallthereafter be responsible for all 
utilities for the Companies; and 

every kind and nature connected with or related to the Companies, other than those listed on Ednibit 2 
(the “Excluded Assets”). 

Section 2.2 Assumution of Liabilities. Purchase shall assume certain obligations of Seller as set forth 
below: 

Assumed Liabilities. Subject to the terms and conditions of this Agreement, at the 
Closing, as part of the Purchase Price, Purchaser will assume all obligations of Seller as of and d e r  the 
COE with respect to the liabilities set forth on Exhibit 3 (the “Assumed Liabilities”). If any of the 
Assumed Liabilities is not assumable by Purchaser for any reason, or if Purchaser so elects, Purchaser 
shall pay the same in cash on the COE, and Seller shall cause to be delivered to Purchaser a release 
satisfactory in form and substance to Purchaser with respect thereto. 

Purchaser as set forth in Subsection 2.2(a) hereof, Purchaser shall not have any obligation or liability for 
any debt, tax, obligation or liability of Seller, including without limitation, contingent liabilities, 
statutory liabilities and any liability relating to the Assets or the conduct of the Companies or any other 
business of Seller prior to the COE, whether or not disclosed to Purchaser by Seller (the “Unassumed 
Liabilities”), and such Unassumed Liabilities shall remain the sole obligation of Seller. 

(i) Other Non-Excluded Assets. Any and all other assets or property (the “Other Assets”) of 

(a) 

. @) Unassumed Liabilities. Except for the Assumed Liabilities to be expressly assumed by 

ARTICLE 3 ESCROW 

Section 3.1 DeDosit of Earnest Monev. Upon execution of this Agreement by Seller, Purchaser shall 
deposit earnest money in the amount of $25,000 (“Earnest Money”) with Frances Guerra, First American 
Title Company (the “Escrow Agent”), 1729 North Trekell Road, Casa Grande, Arizona 85222, in cash 
by cashier‘s check or by money transfer. The Seller hereby agrees to Earnest Money being held in an 
interest-bearing account with Escrow Agent. The Earnest Money (and any interest earned on it) shall be 
refunded to Purchaser upon any termination of this Agreement that occurs no later than expiration of the 
Due Diligence Period. Ifthis Agreement has not been terminated prior to or at the end of the Due 
Diligence Period, the Earnest Money shall thereafter be deemed “non-refundable”, which shall mean that 
the Earnest Money (and any interest earned on it) is to be returned to Purchaser only if this Agreement is 
terminated because of a breach or default by Seller or the failure of any required condition provided for 
in this Agreement. If this transaction closes, the Earnest Money (and any interest earned on it) shall be 
applied for the benefit of Purchaser to sums payable by Purchaser upon the Closing. If this Agreement is 
terminated following the end of the Due Diligence Period for any reason other than a breach or default 
by Seller or the failure of a required condition, the Ewest  Money (and any interest earned on it) shall be 
paid to Seller as Liquidated Damages as set forth in Section 10.2. 

. 

Section 3.2 Due Diligence. Purchaser shall have a period of thirty (30) days following execution and 
delivery of this Agreement by Seller to Purchaser (the “Due Diligence Period”) in which to investigate 
the Companies and the feasibility of this transaction. This transaction shall be terminated automatically 
unless Purchaser gives Seller written notice prior to the expiration of the Due Diligence Period 
expressing Purchaser’s intent to continue transaction. To assist Purchaser in its evaluations, Seller shall 
provide Purchaser true and correct copies of the books and records of the Companies, or reasonable 
access to such books and records with an opportunity to have such portions as Purchaser may reasonably 
designate copied at the expense of Seller. All such materials shall be provided as quickly as reasonably 
possible after Purchaser’s deposit of the Earnest Money with Escrow Agent but in any event not later 



than 10 days following deposit of the Earnest Money. 
-- 

Section 3.3 Deliverv of AssetsPavment. 
(a) Seller’s Obligations. 
(i) On the terms and subject to the conditions of this Agreement Seller shall on the Closing, 
transfer, assign and deliver to Purchaser the Assets of the Companies with any titles or other 
evidences of ownership, including but not limited to Bills of Sales, duly endorsed or 
accompanied by appropriate conveyance document executed. 
(ii) Physical Delivery. On the COE, Seller shall deliver to Purchaser in Casa Grande, Arizona, 
all tangible Assets at mutually agreed upon location(s), including without limitation, all physical 
embodiments of all Intangible Assets. 
(b) Purchaser’s Obligations. On the terms and subject to the conditions of this Agreement 

and concurrent delivery by Seller to Purchaser of the Assets and ownership documents representing the 
Assets, Purchaser shall pay at the Closing to Seller in immediately available funds the cash consideration 
(“Cash Consideration”) of the Purchase Price less Thirty Thousand Dollars ($30,000) or the sum of the 
Purchase Price adjustment factors set forth in Subsections 1.21(c) and 1.21(d), whichever is less 
(“Contingency Amount”). The Purchaser will place the Contingency Amount into Escrow by COE. The 
Contingency Amount shall be held by the Escrow Agent until distribution to the Seller if 
conditions are completed: 

(i) All Companies’ liabilities secured by the Assets, except that detailed in Subsection 1.21 (b) as 
possibly reverting to 120 Townsend L.L.C. and the WIFA loan detailed in Subsection 1.21(a), 
have been paid by the Seller; 

~ 

~~ 

Arizona Department of Environmental Quality (“ADEQ), whichever is less; and 
(iii) any loss of payment of Receivables purchased by the Purchaser at the COE in accordance 

within 90 days of the due date of the payment and reasonably cooperated with the Seller in its 
collection efforts of the payment. 

, with Subsection 1.2 l(e) as long as the Purchaser has notified the Seller of the lack of payment 
, 

Section 3.4 Transaction Taxes. Any sales, use, transfer taxes and other similar levies or charges on the 
transaction shall be the responsibility of Seller. 

Section 3.5 Documents of Transfer. At the Closing, Seller shall deliver to Purchaser documents of 
title and transfer with respect to the Assets as Purchaser may reasonably request, in form and substance 
satisfactory to Purchaser. Seller shall pay any transfer, recording or filing fees, stamp taxes, and other 
similar costs or levies in connection with such documents. 

Section 3.6 Closing. Subject to the terms and conditions of this Agreement the sale and purchase of 
the Assets contemplated by this Agreement shall take place at a closing (the “Closing”) on the COE to 
be held at the office of the Escrow Agent, or at such other location as the parties mutually agree. 

Section 3.7 Closing Deliveries bv Seller. At the Closing, Seller shall deliver or cause to be delivered 
to Purchaser the following: \ 

(a) true and complete copies, certified by a duly authorized officer of Seller, of resolutions 
duly and validly adopted by Seller evidencing its authorization of the execution and delivery of this 
Agreement and all other documents hereunder and the consummation of the transactions contemplated 
hereby and thereby; 

Agreement ( 6 W  
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(b) 
(c) 

(d) 

such other documents as Purchaser may reasonably request; and 
the Consultant Agreement, described in Subsection 7.l(f), executed by James W. Little 

Titv Receipt. On or before Closing, Seller shall deliver to Purchaser a receipt from the 
in his personal capacity. 

Arizona Department of Revenue pursuant to A.R.S. 32-1 19, stating that no amount is due with respect to 
Seller. 

Section 3.8 Closing Deliveries bv Purchaser. At the Closing, Purchaser shall deliver or cause to be 
delivered to the Seller the following: 

resolutions duly and validly adopted by Purchaser evidencing its authorization of the execution and 
delivery of this Agreement and all other documents hereunder and the consummation of the transactions 
Contemplated hereby and thereby; 

(a) true and complete copies, certified by a duly authorized officer of Purchaser, of 

(b) 
(c) 

such other documents as Seller may reasonably request; and 
a Notice of Intent to serve water (subject to terms and conditions later established by 

separate agreement between LARJ Investment & Development, L.L.C. and the Purchaser and subject to 
the approvals of any necessary regulatory agencies) to the real property conveyed in Exhibit 8, attached 
hereto and incorporated herein by this reference. 

(d) the Consultant Agreement, described in Subsection 7.l(f), executed by the Purchaser. 

ARTICLE 4 REPRESENTATIONS AND WARRANTIES OF SELLER 

As an inducement to Purchaser to enter into this Agreement, Seller hereby makes the following 
I representations and warranties to Purchaser: 

Section 4.1 Assets. The Assets as set forth in Exhibit 1 and as described in Section 2.l(a) represent all 
of the assets of both Companies. 

Section 4.2 Financial Information Books and Records. True and complete copies of the balance sheets 
of the Companies and the related profit and loss statements of the Companies (the "Financial 
Statements") will be delivered (or made available) to Purchaser by Seller. The Financial Statements 

records of the Companies, and 

dates thereof or for the periods covered thereby. 

Section 4.3 No Material Adverse Effect. There has been no Material Adverse Effect since the date of 
the Financial Statements. 

Section 4.4 Authoritv of the Companies. The Companies are duly organized, validly existing and in 
good standing under the laws of the State of Arizona and have all requisite power and authority to C W  
out their legal responsibilities and provide utility services in the areas presently served by the 
Companies. 

Section 4.5 Ownership of Assets. Seller is the record and beneficial owner of the Assets, free and 
clear of all Encumbrances except the WIFA Loans. Seller has the power and authority to transfer good 
and valid title to such Assets to Purchaser free and clear of all Encumbrances except the WIFA Loans. 

(a) 

(b) 

will have been prepared in accordance with the books of account and other financial 

present fairly the financial condition and results of operations of the Companies as of the 
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Section 3.6 Authorization. The execution of this Agreement by Seller and its delivery to Purchaser 
and the consummation by Seller of the transactions contemplated herein have been duly authorized 
necessary action on the part of Seller. No further authorization will be necessary on the part of Sell 
the execution, delivery, performance or consummation of this Agreement by Seller or the consummation 
by Seller of the transactions contemplated herein. Seller has full power and authority to enter into this 
Agreement and to sell, assign, transfer and deliver the Assets hereunder. This Agreement and the 
transactions contemplated hereby are valid and binding upon Seller and enforceable in accordance with 
their terms. 

Section 4.7 Emulovment Matters. 
Attached as Exhibit 9 is a list of all employees, agents and independent contractors and 

consultants of the Companies, together with a statement of all compensation currently payable for past 
and future services to each such person (including, without limitation, salaries and any bonus and fringe 

(a) 

benefits payable to the person) i d  the compensation (as defined above) actually paid to each such 
person during the Companies’ fiscal years ending December 3 1,2000 and June 30,2001. No written or 
oral contracts of employment and no written or oral representations or warranties of continued 
employment have been made of any of the employees, agents or independent contractors of the 
Companies, all of which relationships are terminable at will. Seller shall cause all such signatories to 
tender written resignations, effective as of the COE. 

plans or policies of any kind whatsoever, connected with or related to the Companies including without 
limitation, group health or life insurance, sick leave, pension, holiday, vacation or profit-sharing policies 
or plans, or any plans or policies subject to ERISA. 

(b) Benefit. Pension and Profit-sharing Plans. The Companies has no employee benefit 

~ -~ 
I 
I 

I Section 4.8 
other institutions, persons, associations or entities with which the Companies has an account, loan, line 
of credit, investment, instrument of deposit, safe deposit box or other banking or investment 
relationship, specieing account numbers, balances, signatories, agreement terms and such other 
information as Purchaser may reasonably request. 

Section 4.9 Contracts. Attached as Exhibit 1 - Contracts is a list and copies of the executed originals 
of all written agreements, contracts, commitments or undertakings, a list and detailed descriptions of all 
oral agreements, contracts, commitments or undertakings and a list and copies of the executed originals 
or detailed descriptions of all written or oral amendments to the foregoing, connected with or related to 
the Companies, to which the Seller is a party or to which the Companies or the Assets are subject or 
bound (all collectively, the “Contracts”). Exhibit 1 - Contracts also includes all agreements, judgments, 
orders, writs, injunctions or decrees connected with or related to the Companies to which the Companies 
or the Assets are subject or bound (which shall also be deemed Contracts). The obligations of the 
Companies under the Contracts listed on Exhibit 1 - Contracts shall be duly terminated by Seller and the 
Companies, without additional cost or expense to the Companies, effective on or before the Closing. 

Section 4.10 Insurance. To the extent included in the Assets, attached as Exhibit 6 is a list and copies 
of all liability, casualty, health and accident, keyman, worker’s compensation, and other insurance 
policies owned by the Seller in connection with the Companies or of which the Companies is a 
beneficiary (“Insurance Policies”) (which shall also be deemed Contracts). 

Section 4.11 Contractual Relations. The Seller and all other parties to the Contracts, Insurance 
Policies and Registrations which Seller has executed have complied fully with all the provisions of all 
Contracts, Insurance Policies and Registrations; and neither the Seller nor any such other party is in 

Banks. To the extent included in the Assets, attached as Exhibit 7 is a list of all banks an 
~ 
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default, breach or violation, nor is there any fact or circumstance that with a lapse of time, notice or both 
which would result is such a default, breach or violation, under any of the foregoing. A11 Contracts, 
Insurance Policies and Registrations are set forth in the Exhibits, conform with the terns of the copies 
thereof or, where oral, the written summaries thereof contained in the Exhibits, are in fbll force and 
effect (and no notices of cancellation or termination have been given or received) and are valid, binding 
and enforceable in accordance with their terms. No term or provision of such Contracts, Insurance 
Policies or Registrations violates any applicable law. The Seller has not paid any obligations not yet due 
under any of its Contracts, Insurance Policies or Registrations except as set forth in the Exhibits. The 
Seller is not subject to a covenant not to compete or any other restriction related to the Companies or the 
Assets. 

Section 4.12 Assets Condition. All accounts receivable arose fiom valid sales and are collectible in 
the ordinary course of businessat the full amount as set forth on the Financial Statements. Possession of 
all Assets not in the possession of Seller can be obtained without the payment of any fee or charge of any 
kind. 

Section 4.13 Title to Assets. Seller has, and upon the Closing, Purchaser will receive, good and 
marketable title to, or valid, binding and enforceable leasehold interests in, all the Assets, fiee and clear 
of any security interest, financing statement, mortgage, pledge, lien, conditional sale agreement, lease, 
license, encumbrance, charge, or claim of any kind or any restriction, qualification, limitation or right of 
any kind adversely affecting use, marketability or title, except as specifically described in detail in the 
Exhibits and the encumbrance as a result of the WIFA b a n .  

Section 4.14 Consents. Attached as Exhibit 4 is (i) a list of all consents (the “Necessary Consents”) 
fiom any person, association, entity, or governmental authority, necessary to render the transactions 
contemplated hereby lawful, effective in accordance with the terms of this Agreement, and in 
compliance with any requirements by which any of the Seller or the Assets are bound, or any 
requirement of any person or entity necessary for the Assets to be used by Purchaser to conduct the 
Companies in an executed copy of all Necessary Consents. 

Section 4.15 Freedom fiom Restrictions. The execution and delivery of this Agreement, the 
consummation of the transaction contemplated hereby, and the fulfillment of the terms hereof by Seller 

donot violate or conflict with, and will not result in a breach or default, or in any 
occurrence that, with a lapse of time or action by a third-party or both, could result in a breach or default, 
with respect to any Contract of any contract, agreement, commitment, or undertaking, either written or 
oral, to which Seller is a party or by which Seller or the Companies or the Assets is bound; 

will not violate any applicable foreign or domestic law or public policy; 
will not result in an acceleration or increase of any amounts due from the Companies; and 
will not result in an alteration to the detriment of the Companies of the terms or 

(a) 

(b) 
(c) 
(d) 

conditions of any Contract, Insurance Policy or Registration. No contract, agreement, commitment, or 
undertaking, either oral or written, or judgment, order, writ, injunction or decree exists that in any other 
manner restricts, limits, or affects the execution, delivery or performance of this Agreement, the 
Companies or the Assets or the transferability of the Assets. 

amendments of 
(e) Registrations. Attached as Exhibit 5 is a list and copies of the originals and all 

(i) all foreign and domestic registrations, licenses, filings, permits, approvals, authorizations, 
exemptions, certifications and pending applications for any of the sarne, 
(ii) any intellectual property rights (including all rights to the name “Mohawk Water Company” 
(the d.b.a. name being created as part of this transaction in accordance with Section 6.2) and 
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“Anderson Bros Water Company” (the d.b.a. name for Anderson Bros. Fanns, Inc;) which is 
exclusively the property of the Seller), 
(iii) the Authorizations described below; and 
(iv) all other intangible property rights of any kind, connected with or related to the Companies 
as heretofore conducted, owned by or licensed to Seller or in which Seller has any other interest 
of any kind (all of the foregoing, the “Registrations”). 

All such Registrations are in full force and effect and were obtained in full compliance with all 
applicable requirements and regulations. Except as otherwise set forth on Exhibit 5 ,  Seller owns and has 
the power to transfer to Purchaser the entire right, title, and interest in and to such Registrations free to 
all security interests, financing statements, mortgages, pledges, liens, conditional sales agreements, 
leases, licenses, encumbrances, charges, claims, restrictions, qualifications, limitations or rights of any 
kind, and no third-party is using, infiinging or otherwise violating or exercising any rights under any 
Registration. 

compliance with the notice provisions of the Arizona Bulk Transfer Statute is not required. 

the execution, delivery and performance of this Agreement by Seller contains an untrue statement of a 
material fact or omits to state a material‘ fact necessary in order to make the statement made not 
misleading in any material respect. 

kind” exchange. Purchaser agrees to cooperate with Seller in effectuating such an exchange provided 
that the transaction shall be structured so that Purchaser shall not incur any additional liabilities or 
obligations in excess of the liabilities and obligations 
sale set forth herein. S e k  sk& 1 
indemnifj and hold Purchaser harmless from any liab 
claim which may occur as a result of any such exchange. The COE shall not otherwise be delayed or 
affected by reason of the Seller’s exchange nor shall the consummation or accomplishment of the 
Seller’s exchange be a condition precedent or condition subsequent to Seller’s obligations under this 
Agreement. Purchaser shall not be required to take an assignment of the purchase agreement for the 
replacement property to be acquired by Seller or be required to acquire, take a beneficial interest in or 
hold title to any real property for purposes of consummating the Seller’s exchange. Seller shall in no 
event be released because of the attempt or consummation of its exchange &om any of its obligations 
(payment, performance or otherwise) or its responsibilities for representations, warranties and 
indemnities under this Agreement. 

(f) 

(g) 

Bulk Sales. Seller represents and warrants that Seller has no creditors and that 

General Remesentation. No statement made by or on behalf of Seller in connection with 

(h) Exchange. It is the intention of Seller to effect an I.R.S. Section 103 1 exchange or “like- 

ARTICLE 5 REPRESENTATIONS AND WARRANTIES OF PURCHASER 

AS an inducement to Seller to enter into this Agreement Purchaser represents and warrants to 
Seller as follows: 

Section 5.1 Authoritv of Purchaser. Purchaser is duly organized, validly existing and in good standing 
under the laws of the State of Arizona and has all requisite power and authority to enter into this 
Agreement, to carry out its obligations hereunder, and to consummate the transactions contemplated 
hereby. 

Section 5.2 Other Purchaser’s Representations and Warranties. 

its knowledge and experience with Companies, Purchaser understands the nature of his acquisition of the 
Assets, is fully aware and familiar with the business operations of Companies (or will be prior to the end 

(a) Based on its knowledge and experience in financial and business matters in general and 
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of the Due Diligence Period), and is able to evaluate the merits and risks of the acquisition of the Assets. 
Purchaser has sufficient income and net worth such that Purchaser does not contemplate 

being required to dispose of any portion of the investment in the Assets to satisfy any existing or 
expected undertaking or indebtedness. Purchaser is able to bear the economic risks of an investment in 
the Assets, including, without limiting the generality of the foregoing, the risk of losing all or any part of 
the investment in the Assets and possible inability to sell or transfer the Assets for an indefinite period of 
time. 

(b) 

(e) 
(i) its own independent evaluation of the business, operations and prospects of the companies 
and the merits and risks of the purchase of the Assets; and 
(ii) the representations and warranties of Seller contained in this Agreement. 

Purchaser, in determining to purchase the Assets, has relied solely upon 

ARTICLE 6 ADDITIONAL AGREEMENTS 

Section 6.1 Conduct of Business Before Closing. Seller covenants that before the Closing, without the 
consent of Purchaser in advance, the Companies shall not, except as otherwise contemplated by or 
specifically disclosed in this Agreement: 

(a) 
rights of substantial value to the Companies; 
1 

an in the ordinary course of business; 
(e) 

(a) 

(e) 

(f) 
(g) 

@) 

(i) 

amer;d, terminate, cancel or compromise any material claims of the Companies or waive 

sell, transfer, lease, sublease, license or otherwise dispose of any properties or assets, 

issue or sell any capital stock, notes, bonds or other securities, or any option, warrant or 

redeem any of the capital stock or declare, make or pay any dividends or distributions 

make any capital expenditure or commitment for any capital expenditure except that 

make any material changes in the customary methods of operations of the Companies; 
incur any indebtedness or draw-downs from the WIFA loan for anything other than that 

make any loan to, guarantee any indebtedness of, or otherwise incur any indebtedness on 

grant any increase, or announce any increase, in the wages, salaries, compensation, 

. other right to the same, of the Companies, 

(whether in cash, securities, or other property) to Seller or third Persons. 

detailed in Subsection 1.2 1 (c); 

which is set forth in Subsection 1.21(c); 

behalf of any Person; 

bonuses, incentives, pension, severance or other benefits payable by the Companies to any of its 
employees or consultants or any other Person; or 

person or entity or entertain proposals to do any of the foregoing. 

Section 6.2 Further Action. Each of the parties hereto shall use all reasonable efforts to take, or cause 
to be taken all appropriate actions, do, or cause to be done, all things necessary, proper or advisable 
under applicable Laws. Each of the parties hereto shall additionally execute and deliver such documents 
and other papers, as may be required to cany out the provisions of this Agreement and to consummate 
and make effective the transactions contemplated hereby. 

Section 6.3 Preservation of Relationshius. After the Effective Date hereof and through the Closiog, 
Seller agrees at all times that it will continue to operate the Companies in the usual and ordinary course 
and insubstantial conformity with all applicable laws, ordinances, regulations, rules, or orders, and will 
use its best efforts to preserve its business organization. Seller also agrees at all times before the COE 

(j) agree or commit to do or authorize any of the foregoing or discuss or negotiate with any 



*- 
that it will maintain all of its assets in their present condition, reasonablk wear and tear and ordinary 
wage excepted, and maintain the Companies’ inventories at level normally maintained. Seller shall 
cause the Companies to use their reasonable efforts to keep available the services of their employees and 
maintain good relationships with suppliers and customers; provided, however, that Seller shall cause 
Companies to have its officers and directors to tender their resignations effective concurrently with the 
Closing. 

ARTICLE 7 CONDITIONS TO CLOSING 

Section 7.1 Conditions to Seller’s Obligations to Close. The obligations of Seller to consummate the 
transactions contemplated by this Agreement shall be subject to the llfillment at or before the Closing, 
of each of the following conditions: 

Purchaser contained in this Agreement shall have been true and correct when made and shall be true and 
. correct in all material respects as of the COE with the same force and effect as if made as of the COE, 
other than such representations and warranties as are specifically made as of another date. 

Purchaser’s Comdiance with Ageement. The covenants and agreements contained in 
this Agreement to be complied with by Purchaser, on or before the COE, shall have been complied with 
in all material respects. 

No Proceeding or Litigation. No Action shall have been commenced or threatened by or 
before any Governmental Authority against the Companies, Seller or Purchaser, seeking to restrain or 
materially alter the transaction contemplated hereby which in the reasonable good faith determination o 
Seller, is likely to tender it impossible or unl 
Agreement; provided, however, that the provision of this Subsection 7.1 (c) shall not apply if the Seller 
has solicited or encouraged any such Action. 

Resolutions. Seller shall have received certified copies of the resolutions of Purchaser 
evidencing its authorization of the execution and delivery of this Agreement and the other agreements, 
documents and instruments referenced herein and therein and the consummation of the transactions 
contemplated hereby and thereby. 

forth in Section 3.3 and the closing documents set forth in Section 3.8 of this Agreement. 

to provide consulting, management and development services related to water systems (“Consulting 
Services”) for the benefit of the Purchaser at the cost of $25,000 annually, paid in equaI quarterly 
payments. The Purchaser shall make the first equal quarterly payment thirty (30) days following 
execution and delivery of this Agreement by Seller to Purchaser. Purchaser shall make the subsequent 
payments every ninety-one (91) days until 24 months, after COE unless this agreement is terminated in 
accordance with Article 10 without consummation of the Assets transfer. Consulting Services rendered 
by Mr. Little shall be documented each thirty (30) day period within 10 days of the end of the period. 
Mr. Little need not render any minimum of Consulting Services for the Purchaser’s payment of the 
periodic payment set forth in this Subsection 7.1(f). Consulting Services shall not exceed 300 hours per 
year (marked by the anniversary of COE). Consulting Semices shall generally include providing advise 
and input as to the billing services, collection services, transmission of customer information to 
Purchaser, documentation and transmission of existing documentation on Companies’ facilities; traini 
and oversight of Purchaser’s employees or independent contractors, assistance to the Purchaser in any 
plans to expand the existing service area of the Companies, acquire new connections in the existing 
service area, and acquire new service areas. During the time for performing such Consulting Services, 
Mr. Little shall, among other things, advise and assist the Purchaser in negotiating with developers, 

(a) Reuresentations. Warranties and Covenants. The representations and warranties of 

(b) 

(e) 

(a) 

(e) 

( f )  

Closing Documents. Purchaser shall be prepared to deliver the Cash Consideration set 

Consulting Agreement. For 24 months after COE, Purchaser shall retain James W. Little 
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government entities and other water users, in obtaining necessary franchises, permits and certificates of 
convenience and necessity, and in planning and implementing such expansions and acquisitions. hh. 
Little shall not be required to operate heavy construction equipment or actually bill or collect on the 
Receivables in the completion of his consulting duties. Mr. Little may oversee heavy construction 
equipment, billing and collecting duties, if requested by the Purchaser, but the Purchaser shall hire others 
to do such duties. Purchaser and Mr. Little agree that Mr. Little shall perform as an independent 
contractor and shall have absolute and sole discretion over the manner and times of such performance of 
the Consulting Services but shall not perform any of the Consulting Services without a specific request 
from the Purchaser. 

Section 7.2 Conditions to Purchaser’s Obligations to Close. The obligations of Purchaser to 
consummate the transactions contemplated by this Agreement shall be subject to the fulfillment, at or 
before the Closing, of each of the following conditions: 

contained in this Agreement shall have been true and correct when made and shall be true and correct in 
all material respects as of the COE with the same force and effect as if made as of the COE other than 
such representations and warranties as are specifically made as of another date. 

Seller’s Compliance with Agreement. The covenants and agreements contained in this 
Agreement to be complied with by the Companies and Seller on or before the COE shall have been 
complied with in all material respects. 

before any Governmental Authority against the Companies, Seller or Purchaser, seeking to restrain or 
materially and adversely alter the transactions contemplated hereby which in the reasonable good faith 
determination of Purchaser is likely to render it impossible or unlawful to consummate the transactions 
contemplated by this Agreement or which could have a Material Adverse Effect; provided, however, that 
the provisions of this Subsection 7.2(c) shall not apply if Purchaser has solicited or encouraged any such 
Action. 

Resolution. Purchaser shall have received certified copies of the resolutions of Seller 
evidencing its authorization of execution and delivery of this Agreement and other agreements, 
documents and instruments referenced herein and therein, and the consummation of the transactions 
contemplated hereby and thereby. 

Section 3.7 of this Agreement. 

personal capacity, to consult for the Purchaser for 24 months after COE in accordance with that which is 
described in Subsection 7.10. 

(a) Representation Warranties and Covenants. The representations and warranties of Seller 

(b) 

(c) No Proceeding or Litigation. No Action shall have been commenced or threatened by or 

. 

(d) 

, (e) 

(0 

Closing Documents. Seller shall be prepared to deliver the closing documents set forth kt 

Consulting Agreement. James W. Little shall, by his signature below, agree in his 

ARTICLE 8 POST-CLOSE OF ESCROW ACTIONS 

Section 8.1 Non-Compete Clause. Neither of the Companies being sold in this transaction shall ever 
own, manage, lease, operate as a water provider, a water service area, or a certificate of convenience and 
necessity for a water utility in Arizona after the COE. 

Section 8.2 Endorsement of Checks. Seller hereby authorizes Purchaser as of the COE to endorse the 
names “Mohawk Water Company,” “Anderson Bros Farms, Inc.” and “Anderson Bros Water Company” 
or “James W. Little” on any checks or other instruments that may be received by it in collecting 
Receivables subsequent to the COE and to deposit the same for the account of Purchaser. 
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ARTICLE 9 I N D E N ~ I C A T I O N  
I 

Section 9.1 Survival of RePresentations and Warranties. The representations and warranties of the 
parties contained in this Agreement shall survive the Closing, to the indemnifying party pursuant to 
Section 7.4, a period of one year after the COE. If an indemnified party will give, written notice of a 
claim before the one-year anniversary of the COE, then the relevant representations and warranties shall 
survive as to such claim until the claim has been finally resolved. 

Section 9.2 Indemnification by Seller. Seller agrees to indemnify and hold harmless the Purchaser 
fiom and against any and all Losses actually sui3ered or incurred by the Purchaser arising out of or 
resulting fiom: 

or  in^ any other document or agreement delivered by Seller pursuant to or in connection with this 
Agreement; or 

other document or agreement delivered by Seller pursuant to or in correction with this Agreement. 

the wells to 120 Townsend, L.L.C. which is detailed in Subsection 1.21(b). 

Section 9.3 Indemnification bv Purchaser. Purchaser agrees to indemnify and hold harmless Seller 
fiom and against any and all Losses actually suffere 
fiom: 

Agreement or in any other document or agreement delivered by Purchaser pursuant to or in connection 
with this Agreement; or 

the breach of any covenant or agreement by Purchaser contained in this Agreement or in 
any other document or agreement delivered by Purchaser pursuant to or in connection with this 
Agreement. 

The reversion of the wells to 120 Townsend, L.L.C. which is detailed in Subsection 

(a) the breach of any representation or warranty made by Seller contained in this Agreement 

(b) 

(c) 

the breach of any covenant or agreement by Seller contained in this Agreement or in any 

The Seller specifically does not indemnifjl the Purchaser from the risk of the reversion of 

(a) the breach of any representation or warranty made by Purchaser contained in this 

(b) 

(e) 
1.21@). 

Section 9.4 Notice to Indemnifvinn Partv. 

any matter which an indemnified party has determined will give, or could give rise to a right of 
indemnification under this Agreement. In such notice, the indemnified party shall state the amount of 
the LOSS, if known, and method of computation there,of and containing a reference to the provisions of 
this Agreement in respect of which such right of indemnification is claimed or arises. 

Notice for Third-party Claims. The obligations and Liabilities of an indemnify-ing party 
under this Article with respect to Losses arising from claims of any third-party which are subject to the 
indemnification provided for in this Article ("Third-party Claims") shall be governed by the following 
additional terms and conditions: 

(a) Notice between Parties. An indemnified party shall give the indemnifying party notice of 

* 

(b) 

(i) If an indemnified party receives notice of any Third-party Claims, the indemnified party shall 
give the indemnifying party notice of such Third-party Claim within 30 days of the receipt of 
such notice by the indemnified party. Notwithstanding the foregoing, the failure to provide sue 
notice shall not release the indemnifling party from any of its obligations under this Article 
except to the extent the indemnifjlng party is prejudiced by such failure and shall not relieve the 
indemnifying party from any other obligation or liability it may have to any indemnified party 
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otherwise than under this Article. 
(ii) If the indemnifylng party acknowledges in writing its obligation to indemnify the 
indemnified party hereunder against any Losses that may result from such Third-party Claim then 
the indemniflmg party shall be entitled to assume and control the defense of such Third-party 
Claim at its expense and through counsel of its choice if it gives notice of its intention to do so to 
the indemnified party within five days of the receipt of such notice from the indemnified party. 
Notwithstanding the foregoing, if there exists, or is reasonably likely to exist, a conflict of 
interest that would make it inappropriate in the reasonable judgment of the indemnified party for 
the same counsel to represent both the indemnified party and the indemnifylng party, then the 
indemnified party shall be entitled to retain its own counsel, at the expense of the indemnifjhg 
party, in each jurisdiction for which the indemnified party determines in its reasonable judgment 
that counsel is required. 
(i) If the indemnifying party exercises the right to undertake any such defense against any such 
Third-party Claim as provided above, the indemnified party shall cooperate with the 
indemnifying party in such defense and make available to the indemnifying party, at the 
indemnifying party’s expense, all witnesses, pertinent records, materials and information in the 
indemnified party’s possession or under the indemnified party’s control relating thereto as is 
reasonably required by the indemnifying party. Similarly, if the indemnified party is, directly or 
indirectly, ccnducting the defense against any such Third-party Claim, the indemniwg party 
shall cooperate with the indemnified party in such defense and make available to the indemnified 
party, at the indemnifying party’s expense, all such witnesses, records, materials, and information 
in the indemnifying party’s possession or under the indemnif’jmg party’s control relating thereto 
as is reasonably required by the indemnified party. No such Third-party Claim may be settled by 
the indemnifjring party without the written consent of the indemnified party. 

I 

ARTICLE 10 TERMINATION 
I. 

Section 10.1 Termination. This Agreement may be terminated at any time prior to the Closing: 

By Purchaser or by Seller if the other party shall, contrary to the terms of this Agreement, 
intentionally fail or r e h e  to consummate the transactions contemplated by this Agreement or to take 
any other action referred to herein or therein necessary to consummate such transactions, after affording 
the defaulting party a ten (1 0) day period after notice in which to cure; 

By Purchaser or by Seller if the Closing shall not have taken place on or before the COE. 

Section 10.2 Effect of Termination. In the event of termination of this Agreement as provided in 
Section 10.1 , this Agreement shall become wholly void and of no further force and effect except that 
indemnities shall be specifically enforceable without regard to any other remedies provided for herein. If 
the termination arises from a breach or default by Purchaser, Seller shall receive the Earnest Money (and 
any interest earned thereon) as its sole and exclusive remedy, the parties hereby agreeing that actual 
damages will be difficult to ascertain with certainty and that the Earnest Money and any earned interest 
is a fair estimate of actual damages. Seller waives and covenants not to assert any claim for other 
damages. If the termination arises from a breach or default by Seller, Purchaser shall either receive a 
refund of the Earnest Money (and any interest earned thereon) or may seek specific performance of 
Seller’s obligations hereunder, as its sole and exclusive remedy. Purchaser waives and covenants not to 
assert any claim for other damages so long as specific performance is not made unavailable by the 
actions of Seller. If this Agreement terminates, Mr. Little does not need to return any prepaid Consulting 
Services payments. The agreement for Consulting Services and the Purchaser’s obligation to pay Mr. 

(a) By consent of Seller Purchaser, 
(b) 

(c) 



Little terminates without other action at the same time this Agreement krminates without consummation 
of the Assets transfer 

ARTICLE 11 GENERAL PROVISIONS 

~ 

I 
Section 11.1 Emenses. Each party will pay all of its own costs and expenses, including, without 
limitation, fees, disbursements, and commissions of brokers, finders, financial advisors, counsel, 
accountants, and other Third-Parties in connection with this Agreement and the transactions 
contemplated hereby and thereby, regardless of whether the transactions contemplated hereby and 
thereby are consummated. 

Section 11.2 Waiver. At any time before the Closing, Purchaser may (a) extend the time for the 
performance of any of the obligations or other acts of Seller, (b) waive any inaccuracies in the 
representations and warranties of Seller contained herein or in any document delivered by Seller 
pursuant hereto, or (c) waive compliance with any of the agreements or conditions of Seller contained 
herein. At any time before the Closing, Seller may (a) extend the time of performance of any of the 
obligations or other acts of Purchaser, (b) waive any inaccuracies in the representations and warranties of 
Purchaser contained herein or in any document delivered by Purchaser pursuant hereto, or (c) waive 
compliance with any of the agreements or conditions of Purchaser contained herein. The extension or 
waiver shall be valid if set forth in an instrument in writing signed by the party or parties to be bound 
thereby. Any waiver of any term or condition shall not be construed as a waiver of any subsequent 
breach or a subsequent waiver of the same t 
ofthis A g r e e m e m e  failure of any party 
waiver of any such rights. 

I 
I Section 11.3 Notices. All notices, requests, claims, demands and other communications hereunder 

shall be in writing and shall be given or made (and shall be deemed to have been duly given or made 
upon receipt) by delivery in person, by courier service, by cable, by facsimile, by registered or certified 
mail (postage prepaid, return receipt requested) to the respective parties at the following addresses (or at 
such other address for a party as shall be specified in a notice given in accordance with this Section): 

(a) ifto Purchaser: 

Copper Mountain Ranch CFD Administrator 
Copper Mountain Ranch CFD 
$10 E. Florence Boulevard. 
Casa Grande, Arizona 85222 
Facsimile: (520) 42 1-8604 

With a copy to: 
C h l e s  James, Esq. (District Counsel) 
Squire, Sanders and Dempsey 
40 N. Central Avenue, Suite 2700 
Phoenix, Arizona 85004-4440 
Facsimile: (602) 253-8129 

(b) ifto Seller: 

James W. Little 
498 East Fourth Street 

With a copy to: 
Thomas McCarville, Esq. 

Casa Grande, Arizona 85222 McCarville, Cooper and Vasquez 
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a 
Telephone: (520) 421-5608 

a 
P.O. Box 15005 
Casa Grande, Arizona 85230-5005 

Section 11.4 Headings. The descriptive headings contained in this Agreement are for convenience of 
reference only and shall not affect in any way the meaning or interpretation of this Agreement. 

Section 11.5 Severabilitv. If any term or other provision of this Agreement is invalid, illegal or 
incapable of being enforced by and Law or public policy, all other terms and provisions of this 
Agreement shall nevertheless remain in full force and effect. Upon such determination that any term or 

good faith to modify this Agreement so as to effect the original intent of the parties as closely as 
possible. 

Section 11.6 Entire Aaeement. This Agreement (including attached and referenced Exhibits) and the 
other agreements, documents and instruments specifically referenced herein constitute the entire 
agreement of the parties hereto with respect to the subject matter hereof and thereof and supersede all 
prior agreements and undertakings, both written and oral, by and between Seller and Purchaser with 
respect to the subject matter hereof and thereof. 

I other provision is invalid, illegal or incapable of being enforced, the parties hereto shall negotiate in 

Section 11.7 Assimment. This Agreement may not be assigned by operation of Law or otherwise 
without the express written consent of Seller and Purchaser (which consent may not be unreasonably 
withheld). 

Section 11.8 No Third-Partv Beneficiaries. This Agreement shall be binding upon and inure solely to 
the benefit of the parties hereto and their permitted assigriees and nothing herein, express or implied, is 
intended to or shall confer upon any other Person, including, without limitation, any employee or former 
employee of the Companies, any legal or equitable right, benefit or remedy of any nature whatsoever, 
including, without limitation, any rights of employment for any specified period, under or by reason of. 
this Agreement, Notwithstanding the foregoing sentence, the Purchaser and Seller are creating mutual 
obligations for Consulting Services in Subsections 7.1 (f) and 7.20. 

Section 11.9 Amendment. This Agreement may not be amended or modified except by an instrument 
in writing signed by, or on behalf of, Seller and Purchaser. 

Section 11.10 Governing: Law. This Agreement shall be governed by, and construed in accordance 
with, the laws of the State of Arizona applicable to crontracts executed in and to be performed entirely 
within that state. 

Section 11.11 Construction. When used herein, the terms "include" or "including" shall mean without 
limitation by reason of the enumeration. All grammatical usage herein shall be deemed to refer to the 
masculine, feminine, neuter, singular, or plural as the identity of the person or persons may require. The 
word "day" shall mean a calendar day unless specified otherwise. If the last day of any time period 
stated herein shall fall on a Saturday, Sunday, or legal holiday in the State of Arizona, then the duration 
of such time period shall be extended so that it shall end on the next succeeding day which is not a 
Saturday, Sunday, or legal holiday in the State of Arizona. 

._ - .. ̂ . 



Section 11.12 Cancellation for Conflict of Interest. This Agreement is subject to the c&cellation 
provisions for conflicts of interest pursuant to A.R.S. 538-5 1 1. 

Section 11.13 Equal Treatment of Parties in Interpretation of AFeement. This Agreement is the result 
of arms-length negotiations between parties of roughIy equivalent bargaining power and expresses the 
complete, actual, and intended agreement of the parties. This Agreement shall not be construed for or 
against either party as a result of its participation, or the participation of its counsel, in the preparation 
andor drafting of this Agreement or any exhibits hereto. 

Section 11.14 Brokers and Finders. Each party hereto represents and warrants to the other party that it 
has not employed any broker or finder in connection with the transactions contemplated by this 
Agreement. Notwithstanding the preceding sentence, Seller and Purchaser may retain the services of 
financial advisors and attorneys, the fees of such persons to be borne by the party hiring such advisors 
and attorneys. 

We, the undersigned, have executed this document on the dates below written and hereby swear 
and affirm that we are duly authorized in accordance with law to execute this document. 

Copper Mountain Ranch Community 
Facilities District, a municipal corporation 

Mohawk Water Company, an Arizona 
corpoqtjon 

by: 
Kenneth W. Buchanan, 

son Bros Farms, Inc., an Arizona 
corporation d.b.a. Anderson Bros Water 

District Administrator 
Acknow led p e n  t 

State of Arizona 1 

county of PiIlal 1 
1 ss 

, * - ?  
On this - day of 2001, Kenneth W. Buchanan who acknowledged himself to 

be the Copper Mountain Ranch Community Facilities District Administrator personally appeared before 



e a 
- 

- 
the undersigned and that he, as such offker, being authorized to do so, executed the Agreement in the 
capacity therein stated and for the purposes therein contained by signing his name. 

State of Arizona 

County of Pinal 

:emto set my hand and official seal. 

flotary hbl ic  v' 

1 Mohawk Water Company 
1 ss Acknowledgment 
1 

On thiad - day of a 2001, James W. Little personally appeared before the 
undersigned and acknowledged himself to be thepresident of Mohawk Water Company, being 
authorized so to do, executed the Agreement in the capacity therein stated and for the purposes therein 
contained by signing his name. 

IN WITNESS WHEREOF, I have hereunto set my hand and official seal. 

State of Arizona 1 Anderson Bros. Farms, Inc. 
1 ss Acknowledgment 

county of Pinal 1 

OnthiaI-Qdayof O C ~ ,  &2001, James .W. Little personally appeared before the 
undersigned and acknowledged himself to be the President of Anderson Bros Farms, Inc, being 
authorized so to do, executed the Agreement in the capacity therein stated and for the purposes therein 
contained by signing his name. 

IN WITNESS WHEREOF, I have hereunto set my hand and official seal. 
i 1- 

N&?A?c 
My commission expires: 
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MOHAWK WATER COMPANY 

E-IT "A" 

Legal Description 

That portion of the Southwest Quarkr of said Section 14, Township 5 South, Range 4 East of 
Gila and Salt River Base and Meridian, P M  County, Arizona, described as foflows: 

BEGINNING at the S est comer of said Section 14; 

thence Noah 454 feet; 

thence East 50 feet to the T R b  POINT OF BEGINNING; 

thence North 50'?&t; 

t&ence East 50 feet; 

. 

. z  

thence South 50 feet; . .  
- L) ".W ,:R.* ..1- 

* -  'thence West 50 feet to the POINT OF BEGINNING.' f.&- 
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Commitment No. 62,164-T 

-1: 

Lot Forty-one (41), of SADDLEBACK FARMS, according to the plat of 
record in the office of the County Recorder of Pinal County, 
Arizona, recorded in Book 17 of Maps, Page 32. 

PARCEL 2: 

That portion of the Southwest quarter of .said Section 14, 
Township 5 South, Range 4 East of Gila and Salt River Base and 
Meridian, Pinal County, Arizona, described as €ollows: 

BEGINNING at the Southwest corner of said Section 14; Thence 
North 454 feet; Thence East 50 feet to the TRUE POINT OF 
BEGINNING; Thence North 50 feet; Thence East 50 feet; Thence 
South 50 feet; .. Thence West 50 feet to the POINT OF BEGINNING. 

PARCEL 3 :  

That portion of the Northwest qUarter of Section 23, Township 5 
South, Range 4 East of the Gila and Salt River Base and Meridian, 

COMbENCING at the Northwest corner of said Section 23, Thence 
Southerly along the West line of said Section 23, 169.2 feet to a 
point on th& Northeasterly right-of-way line of the Maricopa-Casa 
Grande Highway; Thence Southeasterly, along said Northeasterly 
line, 61.99 feet to a point on the Northwesterly line of Lot 
Forty-one (41), of SADDLEBACK FARMS, ccording to the Plat: of 
record in the office of the County corder of Pinal county, 
Arizona, recorded in Book 17 of Maps, Page 32; Thence Northerly 
along said Westerly line 25 feet to a point being the most 
Westerly corner of said Lot  Forty-one (41); Thence North 24O 21' 
45" East along the Northwesterly line of said Lot Forty-one (41), 
187.14 feet to a point on the South right-of-way line of Starr 
Road, as set forth in SADDLEBACK FARMS according to Book 17 of 
Maps, Page 32, records of Pinal County, Arizona; Thence Westerly, 
along said South right-of-way line, 80.67 feet to the beginning 
of a curve to the left concave to the Southeast having a radius 
of 25 feet; Thence Southwesterl$ 38.94 feet along said curve 
through a central angle of 8 9 O  15' to a point on the Easterly 
right-of-way line of Anderson Road as set forth on the plat of 
said SADDLEBACK FARMS : Thence Southerly, along said Easterly 
right-of-way line, 105.84 feet to the POINT OF BEGINNING. 

-1 County, Arizona, dmsm5h& as 
. . . .  , . , " . .  - .  
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(2) ..+a L A U R A  DEAN-LYTLE 

DATE: g 9 / 2 6 / 0  1 Recorded at the: requed oE Scott W R ~ s  

After r e c o r d i  mail to: 
Scott W Ries 
Saddlebd I d d P a k  
801 NorthFederal Street, Suite 1052 
Chandler, Arizona USA 85226 

EASEMENT 

. ,  
mt'scatt w US and ~ a r y  s Ries, ownets afthe fbhwing described property iu ~ i n a l  COW, 
Arizona: 

% North half ofthe South W o f  theNortheast Quartet O f  the Southeast Of Sffition 149 
Township 5 South, fiange 4 East of the Giza and the Salt R h r  Base and Meridiarr_ Pml Cody, 
AriZOIJa 

Do hereby Gxadt ~ unto all PmsENT AND FuTulRE OWluERS ofi L 

* . .. The North half of the South half af the Northeast Quarter of the Southeast Quarter of Section 14, 
Township 5 South, Range 4 East of the Gila and the Salt River Base and Maid- Pinal County, 
Arizona 

~n Easement hir ingress, egress mi utilities over the ii&&g poxtiom thereof 

Tbe North30 feet and the South30 fW 

It is the intention ofthe parties herein thst the easemm described herein shall not be 
extinguished by merger with the greater estate md shall survive future comqmces, and shall be 
fbr the use and benefit of said present ad future property OWIEXS as descrihd above. 

Dated: September 25,2001 

... .-. 

, 

. 1, 7 .  

Mary s Rim 

/ .  
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ALL PURPOSE NOTARY CERTIFICATE 

STATE OF ARIZONA 1 '  
). SS. 

CauntyofMARICQPA 1 - 

(or prbved to me on the basis of satisfactory evidence) to be the person(s) whose namt(s) is/arc 
subscribed to the within inskmenc and a&owledged to me tbat Wshdthey cxecuttd the same in 
hishedtheir authorized capacity(ies), and that by his/her/&eir signature(s) on &he instrument thc 
pcrson(s) or the entity upon behalf of which rhe person(s) acted, executed thc instIument. 

. ._.- 

WITNESS my haod and official seal. 
. . . . . . .  _ . -  . . %  

* 

BE ATTACHED TO: (Type of Document) 
, DATED I 

BY AND BElWEEN 
AND . 
CONSISTING OF PAGES AND WAS EXECUTED IN CONJUNCTION WITH FIRS7 

c,-..-. . - * . a _ *  * .  . 
AMERICAN niLE ESCROW NO. . 
FAT-AZ AC%-CERT {R~v.  1 /20~000~ 
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UTILITY ~S~ 

XNOW NJ. MBS BY TBESZ PRESENTS: 

THAT QCIL 'J. -IS, SR., aa Conremator o f  the x w t e  *or, 

LULU a m  cwDocI(* and CECIL J .  CROUCli. 8R.r as 8mcutOr of U 8s- 

tate o i  IC&& J .  Crouch. Dace&, as i n  considaratioa 
of t h e  covenant8 and c0nditioM:to be kept a d  - f o e  by the 

($1.001, do hereby grant unto WOBAwlt UAm COMPW, aa Arizona cor- 

paration, 6 public u t i l i t y ,  a pexpetwri r ight  and eas-nt for the  

purpose of conatructing and maintaining u t i l i t y  ~ ~ e r v i c e a ,  .nd f o r  

the purposes of inatal l ing,  repairing, raaf.ntainfag, a l t e r b .  and 

and i n  further consideration o f  the rum of One Dofiat 

- .  . 

otherwise servicing u t i l i t i e s ,  with the term "ut i l i t i es"  intended to 

encompaaa and. include a l l  uses and purpose. an are comonly inolud- 

ed within the  terra i n  the area of  P i n 0 1  County, State of Ariaonat 

.aid U t i l i t y  Basement ahal l  be located upon and acrosb a certain par- 

cel of land si tuated i n  Pinal County, A r k O M ,  and i a  described as 

f alloua, t o - w i t  i I .  

. .. 
Saaid easement i h a l l  be located i n  tho M a t  

Half of the East Half of Section 14, T.5S., R.48, OCSRBCM, 
P h a l  County, Arizona, ahall  be 15' i r r  width and shall ~n 
i n  a north-South direction f r o m  the South bounda*y l i n e  of 
a6fd aaction p a r a l l e l  to t h e  la8 t  and West boundary l inea  
of M i d  aaction, and the easement f a  mre part icular ly  de- 
scribed ar follows: 

B a g k i n g  at a point which i a  thn SB/Curner 
of said Section; thence West along the  South beunday l i n e  
of raid aection 1,315 ft .  to a point which ahall be the 
Ime point of bsginningr thence Narth along 6 line parallel 
to the East and Weat boundary l ines  o f  u i d  seetion approx- 
imately a mi10 to a point on the Warth bwnda line of 
raid aectiont thence Weat I f '  to a p i n t  on North 
boundary f i n s  of .aid 8e&iOn# thence South along a l i n e  
para l le l  to tho E a s t  and West boundary linea of maid a=- 
t ion approximately one m i l e  to  u point on the  South bound- 
ary lh8 O f  88id mc,ti0ar .nd thence mat 15' to a 
which is the point of, baginning, which description E%- 
tandad t o  deacribe a bt r ip  of  land approximately one mile 
i n  length Uorth and South and 15' wide. . 
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*** c i m r x c m  01 m o m t n c  *** 
I a x m r  c z a T m  TSAT rsx UITHIH XIISTRUWXX~ WAS FILED roB R E C O L ~  xn 

TIHE: 1345 190CI82  PAGES: o a i  IXI 1008.00 NO: 7 1 7 1 2 2  

1 
6 X A I E  OF A X I Z O i f A ,  COUNTY OI ? I l A L  ( 3 8 )  

PIHAL COVHI?, 8TATX OP APIZOU. YITIBSS WY UAID AND OPIICIAL S X U I .  

Th. NortJmast q m r  of tho Ilorthaast quarter 05 Baation ?ourtMn I141, Tam&* 
rive (5) South, Ruige Four (4) Bast of  tha G i l a  and S a l t  Yvor Was .ad Haridian. 
Pindl  County, W n a .  1. 

Subjact to non-exdusive eaoemant for hgress, agresa and utilities 0v.r the 
South 30 feet  oC tho weat 30 foot. 

subject to taw and conditions of western T i t l e  Agency T m C  Bo. 201 and 
particularfy am to tho release previsions. 

I. 
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W I A  RITY OF 
&LOAN AGREEMENT 

(Non-governmental Water System) 

PATE: May 1,199’9 

PARTIES: Borrower: ANDERSON BROTHERS WATERCOMPANY, an Arizona 
corporation 

. Borrower 498 East 4th Street 
Mailing 
Address: ‘ Attention: James W; Little 

Borrower 498 East 4th Street 

Street Address: 

Lender: 

’ . ’ Casa Grande, Arizona 85222 

‘ .Business Office Casa Grande, Arizona 85222 

, WATER INFRASTRUCTURE FINANCE AUTHORITY OF 
ARlzONA I 

Lender 
- ~ __ 

202 E. Earll Drive, Suite 480 
Address: Phoenix, Arizona 850 12 . .  

Attention: Executive Director , 
. I~ ‘. . .. 

I ’ THIS LOAN AGREEMENT (as it may be amended or supplemented h m  time to time, this 
‘‘Agreement”) is made and entered into as of the date set forth above by and between Borrower and 
Lender set forth above. Borrower and Lender agree as follows: 

SECTION 1. SUMMARY OF LOAN TERMS. On all of the terms and subject to all af 
the conditions set forth in this Agreement, Lender agrees to make a loan (the “Low”) to Borrower. 
The terms and conditions of the Loan include, but are not limited to, the following: 

(a) Loan Amount: Up to $92,650.00 

(b) Purpose of Loan: An abandoned’agricultural well will be rehabilitated and 
the water fiom that well transpoded via via a six (6) inch transmission main 
to the existing 265,000 gallon storage tank located at Anderson and Trading 
Post Roads creating a blend within safe drinking water standards. From the 
centralized storage f’acility, water will be delivered to both Mohawk Water 
Company and with the construction of a 16,000 foot long transmission main 
to Anderson Brothers Water company customers. 

. .  
i 



I 

... ‘. . 

(e) Combined Interest and Fee Rate: 5.43% 
I 

(d) Closing Fee: $463.25 (0.5% of Loan Amount); see Subsection (b) of Section 
4. 

I (e) Principal and Interest Repayment Dates:Monthly, commencing January 

Debt Service Reserve Fund: Required in the total amount of $7,604.04 by 

I 
I 

15,2000, with the final principal repayment on December 15,20 1.9. 

I (0 
December 15,2004, by monthly deposits of $126.73, commencing January 15,2000, and continuing 
on the same day of each Payment Date, subject to adjustment; see Section 6. 

(g) Replacement Reserve Fund: Required monthly deposits to begin January 
15,2005, in the amount of $126.73, annual deposits to total $1,520.81; see Section 7. 

(h) Quarterly Financial Statements from ’Borrower: Quarterly ‘financial 
statements are due within thirty (30) days. after the end of each calendar quarter in a format approved 
by the Lender. The quarterly h c i a l  statements must be submitted by the Borrower with respect 
to each calendar quarter through and including the calendar quarter ending September, 1999. All 
such statements of Borrower shall be prepared by Borrower and certified by Borrower‘s chief 
financial officer or treasurer. See Clause (ii) of Subsection (i) of Section 10. 

* .  

* 1  . i  .- (i) Annual Financial Statements from Borrower: Annual ihancial statements 
are due within one-hundred and eighty (1 80) days after the end of each fiscal year of Borrower in 
a format approved by the Lender. All such statements of Borrower shall be prepared by Borrower 
and certified by Borrower‘s chief financial officer or treasurer. See Clause (i) of Subsection (i) of 
Section 10. 

(j) 

(k) 

Fiscal Year of Borrower: From January 1 to December 3 1 of each year. 

Limit on Other Borrowings and Leases Without Lender Consent: 
$25,000.00; see Subsections (a) and Q of Section 11. 

(l) Subordinated Creditors: James W. Little; see Clause (x) of Subsection (a) 

Borrower Deposit Account: ‘Demand Deposit Account in the name of 

, 
of Section 8. 

I 

l 
(m) 

Borrower, Account number 600-642-001 1 maintained with The Bank of Casa Grande Val1 ev. 

. SECTION 2. THE LOAN. Subject to the terms and conditions of this Agreement, Lender 
agrees to make the Loan to Borrower by means of one or more advances (“Advance$’) in an 

2 



3 .aggregate principal amount not to exceed the Loan Amount (the “Commitment”). The unadvanced 
portion of the Commitment shall expire on but not include the earliest of (i) the date on which the 
Loan has been fully advanced by Lender, or (ii) the first Principal Repayment Date set forth in the 
Statement of Terms. The obligation of Borrower to repay the Loan is evidenced by the Promissory 
Note, dated of even date herewith, of Borrower payable to Lender, as it may be amended, modified, 
extended, renewed, restated, or supplemented fkom time to time (the ‘w). In the event of a 
conflict between the Note and this Agreement, the terms of this Agreement shall be deemed 
controlling. The Loan shall not constitute a revolving loan, and mmnts  repaid may not be 
reborrowed. 

SECTION 3 ADVANCES. Lender may disburse funds by check, by electronic means or 
by means of magnetic tape or other transfer medium. In making Advances, Lender shall be entitled 
to rely upon, and shall incur no liability to Borrower in action upon, a6y request made by a person 
identieing himself or herself as one of the persons authohzed by Borrower to request Advances. 
Advances of the Loan will be made only upon satisfaction of the conditions set forth in this 
Agreement, including the following: 

Lender has received a draw request &om Borrower, in form and substance 
satisfactory to Lender, not less than ten (10) days prior to the date for which such Advance is 
requested, specifying the amount and purpose of the Advance requested. Lender will furnish an 
acceptable form of draw request to Borrower. Lender may revise the form of draw request fiom time 
t-mc 

. -  

(a) 

I 

L ____~ ___ 

I ., 
i .  i 

(b) Except as hereinafter provided, disbursements shall be made only upon 
ceaification of an authorized officer of Lender that such disbursement is proper. An authorized 
officer of Lender shall approve disbursements in payment ofthe invoices, demands for payment, 
approved contractors’ estimates or other evidence of cost incurrence directly to the persons or 
entities entided to payment or to Borrower in the case of reimbursement for costs of services 
already paid, and shall provide Borrower with a copy of the approval and the date approved. i 

(c) Lender has received such other items or documents as Lender may reasonably 
require. 

SECTION 4. PAYMENT OF PRINCIPAL, INTEREST AND FEES. 

(a) Principal and Interest. The outstanding principal balance of the Loan, 
together with all unpaid accrued interest due under the Mte, shall be paid by “automatic debit” fiom 
the Borrower Deposit Account. 

‘ ,  

(i) Loan Repayment Schedule. Borrower shall pay to Lender the 
mounts shown in the Loan repayment schedule in Schedule 1 hereto on or before the dates shown 
in Schedule 1 as the same may be adjusted as provided below to reflect the revised principal 
repayment schedule of the Loan. At the expiration of the Commitment, if the total amount of the 

3 



a 
- - .  
. .  - .  . .  - .  

Advances is less than the maxh&n Loan Amount, the amount of each principal installment due as 
set forth in the Loan repayment schedule contained in Schedule 1 shall be adjusted based on (A) the 
principal balance then outstanding, (B) the amortization schedule as provided in Schedule 1 and (C) 
the Combined Interest and Fee Rate. Upon such adjustment, Lender shall compute the adjusted 
interest payment amounts for each Repayment Date to reflect the adjusted principal amounfs and 

I shall enter the results in the Loan repayment schedule and furnish the revised schedule to Borrower. 

(ii) Prepayment. Borrower may prepay the Loan, in whole, or in part in 
increments of principal of not less than $5,000.00, at any time without premium or penalty. 
Prepayment shall not alter the repayment schedule except to the’extent that the M principal 
repayment date and the final interest repayment date shall be affected thereby. 

(iii) Application of Payments. Absent a default under the Note or this 
Agreement, any payments received by Lender shall be app~ed first to sums, other than principal and 
interest, due Lender, next to the payment of all interest accrued to the date of such payment, and the 
balance, if any, to the payment of principal. Any payments received by Lender after any Event of 
Default shall be’applied to the amounts specified in this paragraph in such order as Lender may, in 
its sole discretion, elect. 

. 

(iv) Late Payments. If any payment of interest andor principal is not 
received by Lender when such payment is due, then, as additional remedies, (a) a late charge of six 
percent (6%) of the amount due and unpaid will be added to the delinquent amount for any payment 
past due in excess of fifteen (15) days and (b) all past due payments of principal and/or interest shall 
bear interest fiom their due date until paid at the an annual rate equal to the sum of (i) six percent 
(6%) and (ii) the Interest Rate specified in Section 1, pay+le on demand. 

Calculatioas of Interest. Inierest shall be calculated on the actual 
number of.days each Advance is outstanding on the basis of a year consisting of 360 days. In 
calculating interest, the date each Advance is made shall be included and the date each such Advance 
is repaid shall be excluded. 

. (vi) 

. 

% ,’ .. 

_ 1  . .. 
(v) 

Payment on Maturity Date, On the final Principal Repayment Date, 
Borrower shall make one (1) fhal payment of principal, accrued and unpaid interest, and all other 
amounts due and payable hereunder and under all ofthe Loan Documents. 

(b) Closing Fee. As additional consideration for the Loan, Borrower agrees to 
pay to Lender a Closing Fee of one half of one percent (0.5%) of the maximum Loan amount, which 
shall be non-refundable to Borrower, shall be held and ietained by Lender as its sole property, and 
shall not be applied to any payments due under the Loan Documents. 

SECTION 5. LOAN AND SECURITY DOCUMENTS, TheLoan shall be secured by the 
Continuing Security Agreement of even date herewith executed by Borrower for the benefit of 
Lender (the “Continuine Security Agreemenfy) granting Lender a security interest in fhe collateral 
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described therein and the Cash Collateral Agreement of even date herewith by and between 
Borrower and Lender (the “Cash Collateral Aaeernenf’) providing for the holding of, and granting 
Lender a security interest in, the Debt Service Reserve Fund and the Replacement Reserve Fund (as 
hereinafter described). The Continuing Security Agreement and the Cash Collateral Agreement, and 
any othet agreements, documents or instruments securing the Loan are referred to as the “Security 
Documents”. This Agreement, the Note, the Security Documents and any other agreements, 
documents or instruments evidencing, securing or otherwise relating to the Loan are re€erred to as 
the ‘‘]Loan Document$’, 

I 

SECTION 6. DEBT SERVICE RESERVE B”D. 

(a) The deposits req*ed pursuant to Subsection (f) of Section 1 of this 
Agreement shall be automaticalljl debited fiom the Borrower Deposit Account along with 
Borrower’s reguliirly scheduled payments of principal and interest. The amount allocated to the 
Debt Service Reserve Fund shall be administered and invested by the Lender and allocated to the 
Borrower (the “Debt Service Reserve Fund”). Amounts therein shall secure payment to Lender of 
Loan repayments payable under the Loan Documents pursuant to the Cash Collateral Agreement, 
The regularly scheduled deposits into the Debt Service Reserve Fund shall be in an amount, as 
determined by Lender, so as to accumulate over five (5) years an amount equal to the highest amount 
of Loan repayments by Borrower in any fiscal year as shown in the Loan repayment schedule, which 
Borrower and Lender agree is the initial 

. .  MCC: Reserve Requkernenf ’) for the 
1 Requirement and the amount of the required periodic build up are set forth in Section 1. The amount 

of the Debt Service Reserve Requirement and the amount of the required periodic build up will be 
adjusted to reflect any adjustment of the Loan repayment schedule. . .. 

. .. . .. 
@) For so long as the Loan is outstanding, if on any Repayment Date or Principal 

Repayment Date Borrower has not paid to Lender an amount equal to the amount of principal and 
interest due on the Lo& pursuant to this Agreement, Borrower hereby consents and directs the 
Lender to transfer, the amount of the deficiency from the Debt Service Reserve Fund to the payment 
of any amounts due. Borrower shall then cause to be delivered to Lender for deposit to the Debt 
Service Reserve Fund after provision is made for payment of amounts which have become due under 

. 

this Agreement an amount sficient to cause the amount credited to the Debt Senrice Reserve Fund 
to be at least equal to the amount then required to be on deposit therein. 

(c) The Lender may commingle h d s  of Borrower with other funds but shall 
keep adeqkte and accurate records of moneys and invesbnent earnings on amounts credited to the 
Debt Service Reserve Fund. Borrower shall pay the rebonable fees and charges of the Lender for 
administering the Debt Service Reserve Fund fiom investment earnings on amounts credited to the 
Debt Service Reserve Fund in an amount not to exceed 10% of investment earnings. The Lender will 
not assess any fees and charges in connection with administering the Debt Service Reserve Fund. 

5 ) 



., . 1 ’. .... , 

I _  - .  - .  . . .  

(d) Not less than mually, Lender shall dekver to Borrower an accounting of the 
Debt Service Reserve Fund, indicating the principal amount therein, and net annual investment 
earnings (investment earnings less administrative costs and fees pursuant to Clause (c) of Section 
6) (the ‘vet Earnings”). Net Earnings shall be applied not less than quarterly as a prepayment of 
principal pursuant to Clause (hi of Subsection (a) of Section 4 of this Agreement, notwithstanding 
that the prepayment is less than $5,000.00. 

. . (e) When all amounb,payable by Borrower under this Agreement have become 
due, and all such amounts have been paid, the Lender may transfer to Borrower all monies and Net 
Earnings credited to the Debt Service Reserve Fund. , 

SECnON 7. REPLACEMENT RESERVE FUND. 

(a) Borrower shdl establish a separate account to sectire payment to Lender of 
Loan repayments payable under the Loan Documents (the ‘‘Jtenlacement Reserve Fund ’3. The 
Replacement Reserve Fund shall be held and administered by the Borrower in an account which is 
acceptable to Lender pursuant to the provisions of the Cash Collateral Agreement. Borrower shall 
cause to be deposited on or before the first business day of each month commencing with the sixty- 
first (61st) month following the month in which the first Advance occurs amounts at least equal to 
one-twelfth (1112th) of twenty percent (20%) of the highest amount of Loan repayments by 
Borrower in any fiscal year as shown in the Loan repayment schedule. Initially, the amount of the 
required monthly deposit and the aggregate annual deposits are set forth in Section 1. The amount 
of the required monthly deposit will be adjusted to reflect any adjustment of the Loan repayment 
schedule. 

For so long as the Loan is outstanding; if no Event of Default, and no event 
or occ&rence which, with the giving of notice or the passage of time or both, would become and 
Event of Default (an “Unma a ulf‘3, has occurred and is continuing, Borrower fiom 
time to time may withdraw moneys fkom the Replacement Reserve Fund &d apply the moneys 
withdrawn for one or more of the following purposes: (i) for the acquisition of new, or the . 
replacement of obsolete or worn out, machinery, equipment, furniture, fixtures or other personal 
property for the drinking water system provided that the propem is depreciable; (ii) for the 
performance of repairs with respect to the drinking water system which are of an extraordinary and 
non-recurring nature provided that the property is depreciable; (iii) for the acquisition or construction 
of additions to or improvements, extensions or enlargements to, or remodeling of, the drinking water 

. 

1. 

(b) 

’ 

system provided that the property is depreciable; andor (iv) to make payments to Lender on the 
Loan. , 

(c) For so long as the Loan is outstanding, if on any Repayment Date or Principal 
Repayment Date Borrower has not paid to Lender an amount equal to the amount of principal‘ and 
interest due on the Loan pursuant to this Agreement, and the Debt Service Reserve Fund does not 
hold sufficient moneys to cover the deficiency, Lender will direct the Borrower to transfer, and 



. - ._ - .  . . .  

Borrower hereby consents to transfer, the amount of the deficiency from the Replacement Reserve 
Fund to Lender. 

(d) The Lender shall require that the Borrower shall keep adequate and accurate 
records of moneys, investments and investment earnings on amounts credited to the Replacement 
Reserve Fund.. Lender shall have the right to audit the records of the Borrower insofar as they 
pertain to the Replacement Reserve Fund. 

SECTION 8. CONDITIONS PRECEDENT. 

(a) Conditions Precedent to Initial Advance. s Agreement and Lender's . 
I 

I 
I 
I 

obligation to and make the initial Advance shall become effective only upon satisfaction, at 
Borrower's sole cost and expense, of the following conditions precedent, as determined by Lender 
in its absolute and sole discretion on or before the date of such Advance: I 

(i) Loan Documents. That Lender receive duly executed originals of this 
Agreement, the Note, the Security Agreement, the Cash Collateral Agreement and all 
i n s k e n t s  and documents contemplated hereby. 

(ii) 
~ 

Corporate Existence and Authorization. That Lender receive copies 
of (A) all corporate resolutions, documents and proc 

--d&very, m d p e r f o r m ~ ~  
: correct by the Secretary of Borrower; (B) Borrower's 

certified by the Arizona Corporation Commission; (C) certificate as to Borrower's good standing 
fiom the Arizona Corporation Commission and @) Borrower's 1. Bylaws with dl amendments 
certified by the Secretary of Borrower. 

.. _. 

. .. . I. 

(iii) Approvals. That Lender receive evidence satisfactory to it that all 
consents and approvals which are necessary for, or required as a condition of, the validity and 
enforceability of the Loan Documents have been obtained and are in full force and effect. ' 

I 

I 

I 
(iv) Opinion of Counsel. That Lender 'meive an opinion of counsel for 

Borrower (who shall be acceptable to Lender) in form and content acceptable to Lender in 
substantially the form attached hereto as Exhibit 4. 

(v) Perfection and Priority of Liens. That Lender receive evidence 
satisfactoj to it that Lender has, as of the date of &&initial Advance, a duly pe~ected security 
interest on all security provided for herein. 

' c 

(vi) Permits. That Lender receive evidence satisfactory to it that Borrower 
possesses all necessary operating permits, authorizations, approvals,, and the like which are material 
to the conduct of Borrower's business or which may otherwise be required by law, 
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I 

I 
I 

I 

I 
I 

(vii) Fees, Expenses. That Borrower pay the fee set forth in Subsection 
(b) of Section 4 hereof, pay the costs and expenses to obtain, perfect and determine the priority of 
any security hereof. Further, if all costs and expenses of this transaction are not known at the time 
of the initial advance, Borrower agrees to pay k c h  costs and expenses upon demand. 

(viii). Insurance. That Lender receive evidence of insurance in such m o m t  
and covering such risks as are usually carried by companies engaged in the same or similar business. 

. (ix) Debt Service Reserve and Replacement Reserve. ”hat Lender . 
receive evidence that Borrower has established the Debt Service Reserve Fund and Replacement 
Reserve Fund as required in Sections 6 and 7 hereof. 

Agreement, in form aTid substance satisfactory to Lender, fully executed by the Borrower and the 
Subordinated Creditors .referenced in Section I. 

(x) Subordination Agreement. That Lender receive a Subordination . 

(b) Advances Generally. Lender’s obligation to make each Advance hereunder, 
including the initial Advance, is subject to the satisfaction of each of the following conditions 
precedent on or before the date of such Advance 

(i) Event of Default. That no Event of Default (as that term is defrned 
> . in Section 12 hereof) exists, and that there has occurred no event which with the passage of time or 

I *. *; the giving of notice, or both, could become an Event of Default (a “Default”). 
*., . 

(ii) Continuing Representations and Warranties. That the 
representation and warranties of Borrower contained in this%\greement be true and correct on and 
as of the date of the initial Advance and each subsequent Advance as though made on and as of such 
date. 

(iii) Other Items. That Lender receive such other item or documents as 
Lender may reasonably require. 

SECTION 9. REPRESENTATIONS AND WARRANTIES. 

(a) Organization; Power; Etc. Borrower (i) is duly organized, validly existing, 
and in good standing under the laws of its state of incorporation; (ii) is duly qualified to do business 
and is in good standing in each jurisdiction in which’ihe transaction of its business makes such 
qualification necessary; (iii) has all requisite corporate &d legal power to own and operate its assets 
and to carry on its business and to enter into and perform the Loan Documents to which it is a party, 
(iv) has duly and lawfully obtained and maintained all licenses, certificates, permits, authorizations, 
approvals, and the like which are material to the conduct of its business or which may be otherwise 
required by law; (v) is eligible to borrow fkom Lender. 
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party is, or when executed and delivered will be, the legal, valid, and binding obligation of Borrower, 
enforceable in accordance 4th its terms, subject only to limitations on enforceability imposed by 

(b) Due Authorization; No Violations; Etc. The execution and delivery by 
Borrower of, and the performance by Borrower of its obligations under, the Loan Documents have 
been duly authorized by all requisite corporate action on the part of Borrower and do not and will 
not (i) violate any provision of any law, rule or regulations, any judgment, order or ruling of any. 
court or governmental agency, the articles of incorporation or bylaws of Borrower, or any agreement, 
indenture, mortgage, or other instrument to which Borrower is a party or by which Borrower or any 
of its properties is bound or (ii) be in conflict with, result in a breach of, or constitute with the giving 
of notice or lapse of time, or both, a default under any such agreement, indenture, mortgage, or other 
instrument. No action on the part of any member or shareholder of Borrower is necessary in 
connection with the execution and delivery by Borrower of and the performance by Borrower of its 
obligations under the Loan Documents except for actions which have occurred. 

. 

I 

(c) Consents. No consent, permission, authorization, order, or license of any 
goveinmental authority is necessary in connection with the execution, delivery, performance, or 

obtained and are in full force and effect. 

I 

I 

I 

I 

enforcement of the Loan Documents to which Borrower is a party, except such as have been 

I 

obligations under the Loan Documents, and to the best of Borrower’s knowledge, no such actions 
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or proceedings are threatened or contemplated, except as Borrower has disclosed on Schedule 2 
attached hereto. 

(h) Title to Property. Borrower holds good and marketable title to all of its real 
property and owns all of its personal property fiee and clear of any lien or encumbrance, except the 
liens and encumbrances specifically identified on Schedule 2 attached hereto, 

(i) Financial Statements; No Material Adverse Change; Etc. All financial 
statements submitted t6 Lender-in connection with the application for the Loan or in connection with 
this Agreement fairly and fully present the financial condition of Borrower and the results of 
Borrower’s operations for the periods covered thereby, and are prepared in accordance ‘with 
generally accepted accounting principles for regulated utilities (“GAAP”) consistently applied. 
Since the dates thereof, there has been no material adverse change in the financial condition or 
operations of Borrower. All budgets, proj&tions, feasibility studies, and other documentation . ’  
submitted by Borrower to Lender are based upon assumptions that are reasonable and realistic, and 
as of the date hereof, no fact has come to light, and no event or transaction has occurred, which 
would cause any assumption made therein not to be reasonable or realistic. 

(j) Principal Place of Business; Records. The principal place of business and 
chief executive office, of Borrower and the place where the records required by Subsection (g) of 
Section 10 hereof are kept is at the business office street address of Borrower shown on the first 

~ page hereof. 
- .  

(k) Subsidiaries. Borrower has no subsidiary, except as Borrower has disclosed 
on Schedule 2 attached hereto. I~ . .. 

. I. 

(l) Water Rightg and System Condition. Borrower has water rights with such 
amounts, priorities and qualities as are necessary to adequately service Borrower’s customers and 
members. Borrower controls, owns, or has access to all such water rights free and clear of the 
interest of any third party and has not suffered or permitted any transfer or encumbrance of such 
water rights, and has not abandoned such water rights, or any of them, nor has done any act or thing 
which would impair or cause the loss of any such water rights. Borrower’s utility facilities 
reasonably meet present demand in all material respects, are constructed in a good and workmanlike 
manner, are in good working order and condition, and comply in all respects with applicable laws. 

(m) Rate Matters. Borrower’s rates for the provision of water services have been 
approved, if applicable,’ by the Arizona Corporation &xnmission and any and dl other necessary 
governmental regulatory authorities, including without hitation, each public service commission 
or public utilities commission, which may have jurisdiction over the operations and rates of 
Borrower. Fkther, there are no pending, nor to Borrower’s knowledge any threatened, proceedings 
before any governmental authority the objective or result of which is or could be to materially reduce 
or otherwise materially change adversely any of Borrower’s rates for the provision of water andor 

! 

waste water services. 
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SECTION 10. AF'FIRMATIVE COVENANTS. 

Unless otherwise agreed to in writing by Lender, while this Agreement is in effect, whether 

Corporate Existence. Preserve and keep in fill force and effect its 
corporate existence and good standing in the jurisdiction of its incorporation and its good standing 
and qualification to transact business in all places required by law. 

1 
I 

or not any Advance is outstanding, Borrower agrees to: 

(a) 

0-9 Compliance with Laws and Agreements. Comply in all material respects 
with (i) all Laws, the failure to comply with which could have a .material adverse effect on the 
condition, financial or otherwise, operations, properties, or business of Borrower, or on the ability 
of Bhrrower to perform its obligations under the Loan Documents; and (ii) all agreements, 
indentures, mortgages, and other instruments to which it is a party or it or any of its . 
property is bound. 

# 

. .  

(c) Compliance with Environmental Laws. With0 g the provisions 
of Subsection (b) above, comply in all material respects With, and cause all persons occupying or 
present on any properties owned or leased by Borrower to so comply with all Laws relating to 
environmental protection, the failure to comply with which could have a material adverse effe 
.the condition, financial or otherwise, operations, properties, or business of Borrower, or o 

. .  : ability of Borrower to perform its obligations under the Loan Documents. 

(d) Licenses; Permits; Etc. Duly and layfully obtain and maintain in full force 
and effect all licenses, certificates, permits, authorizations, approvals, and the like which are material 
to the conduct of Borrower's business or which may be otherwise required by law. 

( 4  Insurance. Maintain insurance with insurance companies or associations 
acceptable to Lender in such amounts and covering such risks as are usually carried by compapies 
engaged in the same or similar business and similarly situated, and make such increases in the type 
or amount of coverage as Lender may request. All such policies insuring any collateral provided for 
herein, shall provide for loss payable clauses or endorsements in form and content acceptable to 
Lender. At the request of Lender, all policies (or such other proof of compliance with this Section 
as may be satisfactory) shall be delivered to Lender. . 

(0 Property Maintenance. M&'tai.n and preserve at all times its property, 
and each and every part and p k e l  thereof, in good kpair, working order and condition and in 
compliance with all applicable laws, regulations and orders. 

(g) Books and Records. Keep adequate records and books of account 
accordance with GAAP consistently applied. 
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(h) Inspection. Permit Lender or its agents, during normal business hours or 
at such other times as the parties may agree, to examine Borrower's properties, books, and records, 
and to discuss Borrower's affairs, finances, operations, and accounts with its respective officers, 
directors, employees, and independent certified public accountants. 

Reports and Notices. Furnish to Lender. 

(i) ' . Annual Financial Statements. As soon as available, but in no event 
later than the number of days set forth in Section 1 after the end of any fiscal year of Borrower 
occurring during the term hereof, annual financial statements of Borrower prepared in accordance 
with GAAP consistently applied. Such annual financial statements shall: (i) be prepared in 
reasonable detail and in comparative form; and (ii) include a balance sheet, a statement of income, 
as statement of retained earn@gs, statement of cash- flows, and all notes and schedules relating 
thereto. 

t 

(0 
. .  

(ii) Quarterly Financial Statements. As soon as available but in no 
event more than the number of days set forth in Section 1 after each quarter end for so long as 
required under Section 1, a balance sheet, a statement of income for such quarter and for the period 
year to date, and such other quarterly statements as Lender may specifically request, which quarterly 
statements shall include any and all supplements thereto. 

(iii) Notice of Default. Promptly &er becoming aware thereof, a notice 
. : of (i) the occurrence of any Default or (ii) the .occurrence of any breach, default, event of default, or 

event which with the giving of notice or lapse of time, or both, could become a breach, default, or 
event of default under any agreement, indenture, mortgage, or other instrument (other than the Loan 
Documents) to which it is a'party or by which it or any of& property is bound or affected if the 
effect of such breach, default, event of default or event is to accelerate, or to permit the acceleration 
of, the maturity of any indebt$;dness under such agreement, indenture, mortgage, or other instrument; 
provided, however, that the failure.of Borrower to give such notice shall not affect the right and 
power of Lender to exercise any and all of the remedies specified herein. 

' (iv) Notice of Non-Environmental Litigation. Promptly after the 
commencement thereof, notice of the commencement of all actions, suits, or proceedings before any 
court, arbitrator, or governmental department, commission, board, bureau, agency, or instrumentality 
affecting Borrower which, if adversely determined, could have a material adverse effect on the 
condition, financial or othe&ise, operations, properties, or business of Borrower, or on the ability 
of Borrower to perform its obligations under the Lo& Documents. 

. (v) Notice of Environmental Litigation. Without limiting the provisions 
of Clause (iv) above, promptly after receipt thereof, notice of the receipt of all pleadings, orders, 
complaints, indictments, or other communication alleging a condition that may require Borrower to 
undertake or to contribute to a cleanup or other response under Laws relating to environmental 
protection, or which seeks penalties, damages, injunctive relief, or criminal sanctions related to 
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alleged violations of such Laws, or which claims personal injury or property damage to my person 
a result of environmental factors or conditions or which, if adversely determined, could have a 
material adverse effect on the condition, financial or otherwise, operations, properties, or business 
of Borrower, or on the ability of Borrower to perform its obligations under the Loan Documents. 

(vi) Regulatory and Other Notices. Promptly after receipt or submission 
thereof, copies of any notices or other communications received fiom or directed to any 
governmental authority with respect to any manner or proceeding the effect of which could have a 
material adverse effect on the condition, financial or otherwise, operations, properties, or business 
of Borrower, or the ability of Borrower to perform its obligations under the Loan Documents, or 
reveals a substantial non compliance with any law, regulation or rule. 

(vi) Material Adverse Change. Prompt notice of any mater which has 
resulted or may result in a material adverse change in the condition, fimcial or otherwise, 
operations, properties, or business of Borrower, or the ability of Borrower to perform its obligations 
under the Loan Documents. 

(viii) Compliance Certificates. Concurrent with each statement required 
to be fwnished pmuantto Clause (i) above, a certificate of a responsible officer or employee of the 
Borrower acceptable to Lender (and attached hereto as Exhibit B), certifying that (i) such financial 
statements are prepared in accordance with GAAP consistently applied (except as may be noted 

. dates thereof (subject to normal year-end adjustment); and (ii) setting forth calculations showing 

.. thEh@ad fhirly presentits -- as 

compliance with the financial covenants set forth in Subsections (j) and (k) below. 
7 ,  ‘ . 

(ix) Other Information. Such other information regarding the condition, 
financial or otherwise, or operations of the Borrower as Lender may, h r n  time to time, reasonably 
request. 

ci) Debt Service Reserve. Establish upon closing and maintain the Debt 
Service Reserve Fund and the Replacement Reserve Fund (the “j2eserves”) accordance with the 
provisions hereof. 

(k) DSC. Achieve, at each fiscal year end a Debt Service Coverage Ratio 
(‘‘E’) of 1.20. For the purposes of this Section, DSC shall be computed by adding net income 
plus interest expense, depreciation and amortization expenses and dividing the total by the sum of 
principal and interest payments required during the perirod.. In the computation of net income, gains 
and losses and any taxes or reduction of taxes resulting from, the sale or other disposition or 
abandonment of capital assets, or fiom increases or decreases in value of capital assets, or fiom the 
retirement or reacquisition or resale or reissuance of debt or capital stock, shall be disregarded. 

0 Use of Dividends and Surplus Revenues. Retain all existing capital and 
retained earnings in the business and retain all revenue which may accumulate over and above that 
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needed to pay operating, maintenance, debt service, and Reserve requirements; or use same to reduce 
obligations due creditors; or invest same for capital expenditures related directly to Borrower’s 
ability to provide services to users. 

(m) , Water Rights. Maintain or procure water rights with such amounts, 
priorities and qualities as are necessary to service adequately Bokower’s customers and members. 
Borrower will continue to control, own or have access to all such water rights fiee and clear of the 
interest of any third party, will not suffer any transfer or encumbrance of such water rights, will not 
abandon such water rights, or any of them, nor do any act or thing which would impair or came the 
loss of any such water rights. 

. (n) 

~ . 

Operation and Maintenance of System. Borrower covenants and agrees 
that it shall, in accordance with prudent utility practice, (a) at all times operate the properties of the 
watei system and any business in connection therewith in an efficient manner, (b) maintain its 
drinki;lg water system in good repair, working order and operating condition, and (c) from time to 
time make all necessary and proper repairs, renewals, replacements, additions, betterments. and 
improvements with respect to its drinking water system so that at all times the business carried on 
in connection therewith shall be properly and advantageously conducted. 

(0) &-chaeolo@cal Atifactg. In the event that. archaeological artifacts or 
historical resowrdes are discovered during construction excavation of the project., Borrower shall stop 
or cause to be stopped construction activities and will notie the State Historic Preservation Office,. . .  

I .  I .  : : q d  Lender of such discovery. 
’. . .. 

(PI Federal Safe DrinkinP Water Act, Borrower covenants that, to the extent 
legally applicable, the project will meet the requirements of.the federal Safe Drinking Water Act in 
effect on the date of Loan closing and any amendments thereto that may retroactively apply to the 
Loan, and Borrower agrees that the project will comply with applicable provisions of those federal 
laws and authorities listed below: 

ENVIRONMENTA ’ L: 

1. Archeological and Historic Preservation Act of 1974, Pub. L. 85-523, as amended. 

4. 

5. 

Coastal Zone Management Act, Pub. L. 92-583, as ainended. 

I 
* Endangered Species Act, Pub. L. 93-205, as amended. 

6. Environmental Justice, Executive Order 12898. 
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7. Floodplain Management, Executive Order 11988 as amended by Executive Order 
12148. 

8. 

9. 

10. 

1 1. 

12. 

' : ' 13. 

Protection of Wetlands, Executive Order 11990. 

Farmland Protection Policy Act, Pub. L. 97-98.' 

Fish and Wildlife Coordination Act, Pub. L. 85-624, as amended. 

National Historic Preservation Act of 1966, PL 89-665, as amended. 

Safe Drinking Water Act, Pub. L. 93-523, as amended. 

Wild and Scenic Rivers Act, Pub. L. 90-542, as amended. 

I ECONOMIC AND MISCELLANEOUS: 

1. Demorfitration Cities and Metropolitan Development Act of 1966, Pub. L. 89-754, 
as amended, Executive Order 12372. 

- 2. Procurement Prohibitions under Se&o 
of the Clean Water Act, including Ex 

. Clean Air Act and the Federal Water P 
Contracts, Grants, or Loans. 

1 - -  

- .  

. 1: 

' , 3 .  Uniform Relocation and Real Property Acqisition Policies Act, Pub. L. 9 1-646, as 
I amended. 

I 4. Debarment and Suspension, Executive Order 12549. 
I 

2. Title VI of the Civil Rights Act of 1964, Pub. L. 88-352 (The Civil Rights Act and 
related anti-discrimination statutes apply to all the operations of the SRF program). 

Section 13 of the Federal Water Pollutihn Control Act Amendments of 1972, Pub. 
L. 92-500 (the Clean Water Act) 

Section 504 of the Rehabilitation Act of 1973, Pub. L. 93-112 (including Executive 

3. 

4. 



- 
- - .  - .- . . .  - . 

5. The Drug-Free Workplace Act of 1988, Pub. L. 100-690 (applies only to the 
capitalization grant recipient), 

6. 

7. 

Equal Employment Opporhmity, Executive Order 11246. 

Women’s and Minority Business Enterprise, Executive Orders 11625, 12138 and 
12432. 

8. Section 129 of the Small Business Administration Reauthorization and Amendment 
Act Of 1988, Pub. L. 100-590. 

9. Anti-Lobbying Provisions (40 CFR Part 30) (applies only to capitalization grant 
recipients). 

(q) MBE, %%E, SBRA Monitoring and Reporting. Minority Business 
Enterprise (MBE), Women Business Enterprise W E ) ,  Sm@ Business Enterprise in a Rural Area 
(SBRA) reporting is a requirement for contracts that are funded in whole, or in part, by Lender 
monies. If a contract is awarded pursuant to this Loan Agreement the local borrower shall be bound 
to supply the required reports to Lender. Failure to do so may result in delay oTpayments to 
contractor andor termination of contract. Guidance for completing the required reports will be 
supplied to Borrower by Lender. 

: : SECTION 11. NEGATNE COVENANTS. 

Unless otherwise agreed to in &ting by Lender, while this Agreement is in effect, wether 
. .. or not any advance is outstanding, Borrower shall not: 

Borrowings. Create, incur, assume, or allow to exist, directly or indirectly, 
any indebtedness or liability for borrowed money, for the defmed piuchase price of property or 
services, or for the lease of real or pers property which lease is required to be capitalized under 
GAAP or which is treated as an operating lease under regulations applicable to the Borrower but 
which otherwise would be required to be capitalized under GAAP (a “Cap ital Lease”), except for 
(i) accounts payable to trade creditors and current operating liabilities (other than for borrowed 
money) incurred in the o r d i i  course of Borrower’s business, and (ii) Capital Leases, the aggregate 
amount of which does not exceed at any one time the amount set forth in Section 1 hereof. 

. ,. 

(a) 

(b) Liens. Create, incur, assume, or  allow to exist any mortgage, deed of trust, 
deed to secure debt, pledge, lien, (including the lien ;>fan attachment, judgment, or execution), 
security interest, or other encumbrance of any kind upon any of its property, real or personal. The 
foregoing restrictions shall not apply to (i) liens in favor of Lender; (ii) liens for taxes, assessments, 
or governmental charges that are not past due; (iii) liens, pledges, and deposits under workers’ 
compensation, unemployment insurance, and social security laws; (iv) liens, deposits, and pledges 
to secure the performance of bids, tenders, contracts (other thau contracts for the payment of money), 
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a- 
and like obligations arising in the ordinary course of borrower’s business as conducted on the date 
hereoc and (v) liens imposed by law in favor of mechanics, materialmen, warehousemen, and like 
persons that secure obligations that are not past due. 

(c) Mergers; Acquisitions; Etc. Merge or consolidate with any other entity, 
or acquire all or substantially all of the assets of any person or entity, or form or create any new 
subsidiary or affiliate, or commence operations under any other name, organization, or entity, 
including any joint venture. Notwithstanding the foregoing, Lender hekby consents to the merger 
of Borrower with Mohawk Water Company (‘‘MohawV’), subject to the approval thereof by the 
Arizona Corporation Commission and subject to Mohawk’s continued existence as the surviving 
corporation, provided, no Event of Default hereunder or under any of the Loan Documents shall 
have occurred and be continuing and no event shall have occurred and be continuing which, with the 
giving of notice or the passage of b e ,  or both, would give,rise to an Event of Default hereunder or 
therekder. Borrower agrees to noti@ Lender within thirty (30) days of the date the merger becomes 
effective. 

I 

(d) Transfer of Assets. Sell,.transfer, lease, or otherwise dispose of any of 
Borrower’s assets, except in the ordinary come of its business or to effect any c h g e  in ownership. 

Change in Business. Engage in any business activities or operations (e) 
substantially different form or unrelated to Borrower’s present business activities or operations. - %. 

I 

) 0 Leases. Create, incur, assume, or permit to exist any obligations as lessee 
for the rental or hire of any real or personal property, except leases which do not in the aggregate 
require Borrower to make payments (including, without limitation, taxes, insurance maintenance, 
and other charges) in any fiscal year of Borrower occuiing diving the term hereof in excess of the 
amount set forth in Section 1 hereof. 

(g) Reserves. Apply, or permit the application of, amounts on deposit in, or 
required by the provisions of this Agreement to be on deposit in, the Debt Service Reserve Fund 
a d o r  the Replacement Reserve F&d except in accordance with the provisions of this Agreement. 

SECTION 12.. EVENTS OF DEFAULT. 

Each of the following shall constitute an ‘‘-k f u ” hereunder: 

(a) Payment Default. Failure by Borrower to make any payment or investment 
required to be made hereunder, under the Note, or und& any other Loan Document when due. 

(b) *Representations and Warranties. Any representation or warranty made 
by Borrower herein or hi any other Loan Document shall prove to have been fdse or misleading in 
any material respect on or as of the date made, including deemed made in connection with each 
Advance. 
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(c) Certain Affirmative Covenants. Failure by the Borrower to perform or 
comply with any covenant set forth in Section 10 hereof (other than Subsections (iii), (iv), (v), and 
(vi), and such failure continues for fifteen (15) days after written notice thereof shall have been 
delivered by Lender to Borrower. 

(d) Other Covenants and Agreements. Borrower should fail to perform or 
comply with any other covenant or agreement contained herein, ipcluding, without limitation, any 

I covenant excluded under Subsec~on (c) above. 
I 

(e) Cross-Default. Borrower should, af3er any applicable grace period, breach 
or be in default under the &rms of any agreement (other than the Loan Documents) between 
Borrower and Lender, including, wi$hout limitation, any other loan agreement, security agreement, 
mortgage, deed to secure debt, or deed of trust. 

( f )  . Other Indebtedness. The occurrence of any breach, default, event of 
default, or event which with the giving of notice or lapse of time, or both, could become a default 
or event of default under any agreement, indenture, mortgage, or other instrument by which 
Borrower or any of its property is bound or affected (other than the Loan Documents) if the effect 
of such breach, default, event of default or event is to accelerate, or to permit the acceleration of, the 
maturity of any indebtedness under such agreement, indenture, mortgage, or other instrument. 

* I  (g) Judgments. Judgments, decrees, or orders for the payment of money in 
the aggregate in.excess of the amount set forth in Section 1 hereof shall be rendered against ' 
Borrower and either (i) enforcement proceedings shaUhave been commenced; or (ii) such 
judgments, decrees, and orders shall continue unsatisfied '&a in effect for a period of twenty (20) 
consecutive days without being vacated, discharged, satisfied, or stayed pending appeal. 

3: ... 

(h) Insolventy; Etc. Borrower: (i) sMl become insolvent or shall generally 
not, or shall be unable to, or shall admit in writing its inability to, pay its debts as they come due; 
or (ii) shall suspend its business operations or a material part thereof or make an assignment for the 
benefit of creditors; or (iii) shall apply for, consent to, or acquiesce in the appointment of a trustee, 
receiver, or other custodian for it or any of its property or, in the absence of such application, 
consent, or acquiescence, a trustee, receiver, or other custodian is so appointed; or (iv) shall 
commence with respect to it or have commenced against it any proceeding under any bankruptcy, 
reorganization, mgement ,  readjustment of debt, dissolution, or liquidation law or statute of any 
jurisdiction. 

c 

I (0 Material Adverse Change. Any material adverse change occurs, as 
reasonably determined by Lender, in Borrower's condition, financial or otherv+ise, operations, 
properties, or business or Borrower's ability to perform its obligations under the Loan Documents. 

SECTION 13. REMEDIES UPON EVENT OF DI~FAULT. 
I 
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Upon the occurrence of and during the continuance of each and every Event of Default: 

(a) Termination; Etc. Lender shall have no obligation to make advances 
hereunder and, upon notice to Borrower, may terminate the Commitment and declare the entire 
unpaid principal balance of the Note, all accrued interest 'thereon and all other amounts payable 
under this Agreement and all other agreements between Lender and Borrower, to be immediately 
due and payable. Upon such a declaration, the unpaid principal balance of the Note and all such 
other amounts shall become immediately due and payable, Without protest, presentment, demand, 
or further notice of any kind, all of which are hereby expressly waived by Borrower. 

(b) Enforcement. Lender may proceed to protect, exercise, and enforce such 
rights and remedies as may be pro6ded by agreement or mder law including, without limitation, 
the rights and remedies provided for in the Note. Each and every one of such rights and remedies 
shall be cumulative and may be exercised fkom time to time, and no failure on the part of Lender to 
exercise, and no delay in exercising, any right or remedy shall operate as a waiver thereof, nor shall 
any single or partial exercise of any rights or remedy preclude any other ore fbture exercise thereof, 
or the exercise of any other right. In addition, Lender may hold and/or set off and apply against 
Borrower's indebtedness any and all cash, accounts, securities, or other property in Lender's 
possession or under its control. 

(c) Application of Payments. M e r  termination and acceleration oftkc€, 
I 

I 1 all amounts received by Lender shall be applied to the amounts owing hereunder and under the Note 
I : , '  in whatever order and mariner as Lender shall in its sole discretion elect. 

. 1. 1. . I. 
. a .  

SECTION 14. SURVIVAL. The representations, warranties, and covenants of Borrower 
in the Loan Documents shall survive the execution and delivery of the Loan Documents and the 
making of the Loan 

SECTION 15. INTEGRATION, CHANGE, DISCHARGE, TERMINATION, OR 
WAIVER. The Loan Documents contain the entire understanding and agreement of Lender and 
Borrower and supersede all prior representations, k a n t i e s ,  agreements, arrangements, and 
understandings. No provision of the Loan Documents may be changed, discharged, supplemented, 
terminated, or waived except in a writing signed by Lender and Borrower. No waiver of any breach 
or default shall be deemed a waiver of any breach or default occurring thereafter or a waiver of the 
time of the essence provision. 

SECTION 16. PARTIES AND BINDING EFFECT. This Agreement is made solely 
between Lender and Borrower, and no other Person shall have any rights hereunder or be a 
third-party beneficiary hereof. This Loan Agreement shall be binding upon the undersigned, and 
upon the heirs, legal representatives, successors and assigns of the undersigned; and to the extent that 

. 

the Borrower is either a partnership or a corporation, all references herein to the Borrower shall be 
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deemed to include any successor or successors, whether immediate or remote, to such partnership 
or corporation. Borrower may not assign any of its rights or delegate any of its obligations under 
the Loan Documents without the prior express written consent of Lender, and any purported 
assignment by Borrower made in contravention hereof shall be void. Lender may from time to time 
assign, or sell participation interests in, any part or all of the Obligations and its rights and 
obligations under the Loan Documents in its absolute and sole discretion. 

SECTION 17. COSTS AND EXPENSES. Borrower agrees to pay, on demand, all 
. internal and external costs, expenses, and fees of Lender in respect of (i) application fees, (ii) 

enforcement of the LoanDocuments and exercise of the rights and remedies of Lender, (iii) defense 
of the enforceability of the Loan Documents or of the perfection or priority of any Lien granted in 
the Loan Documents, (iv) any other matter relating to the Loan Documents, the collateral provided 
for herein, or the transaction descbbed in the Loan Documents, and (v) preparation for matters 
within (ii), (iii), or (iv) whether or not any legal proceeding is brought. Such costs shall include, 
without limitation, all such costs incurred in connection with any bankruptcy, receivership, or other 
court proceedings (whether at the trial or appellate level). At the option of Lender such costs, 
expenses, and fees may be deducted from the proceeds of the Loan. 

SECTION 18. AUTHORITY TO FILE NOTICES. Borrower irrevocably appoints 
as its attorney-in-fact, with full power of substitution, to file for record, at the Borrower's cost 

expense and in Borrower's name, any notices of completion, notices of cessation of labor, or any 
tices that Lender considers necessary to desirable to protect its security. 

SECTION 19. INCONSISTENCIES WITH LOAN DOCUMENTS. In the event of any 
inconsistencies between the terms of this Agreement and any terms of any of the Loan Documents 
or any loan application, the terms of this Agreement shall govern and prevail. 

- .  
. 

SECTION 20. NO WAIVER. No disbursement of proceeds of the Loan shall constitute 
a waiver of any conditions to Lender's obligation to make further disbursements nor, in @e event 
Borrower is unable to satisfy any such conditions, shall any such waiver have the effect of 
precluding Lender from thereafter declaring such inability a default under this Agreement. 

SECTION 21. LENDER APPROVAL OF INSTRUMENTS AND PARTIES. All 
proceedings taken in accordance with transactions provided for herein; all surveys, appraisals and 
documents required or contemplated by this Agreement and the persons responsible for the execution 
and preparation thereof, shall be satisfactory to and subject to approval by Lender. Lender's counsel 
shall be provided yith copies of all d,ocuments which they may reasonably request in connection 
with the Agreement. 

SECTION 22. LENDER DETERMINATION OF FACTS. Lender shall at all times be 
fiee to establish independently, to its satisfaction, the existence or nonexistence of any fact or facts, 
the existence or nonexistence of which is a condition of this Agreement. 
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SECTION23. INCORPORATION OF PREAMBLE, RECITALS AM) 
STATEMENT OF TERMS. The preamble, recitals and statement of terms are hereby incorporated 
into this Agreement. ~ 

SECTION 24. DIScLAlIMER BY LENDER. Borrower is not and shall not be an agent 
of Lender for any purpose. Lender is not ajoint venture partner with Borrower in any manner 
whatsoever. Approvals granted by Lender for any matters covered under this Agreement shall be 
narrowly construed to cover only the parties and facts identified in any written approval or, if not 
in writing, such approvals shall be solely for the benefit of Borrower. 

SECTION 25. SEVERABILITY. If any provision of this Agreement is unenforceable, 
the enforceability of the other provisions shall not be Sected and they shall remain in full force and 
effect. 

t __ 

. SECTION 26. CHOICE OF LAW AND JURISDICTION. THIS AGREEMENT HAS 
BEEN DELIVERED IN ARIZONA, AND SHALL BE CONSTRUED IN ACCORDANCE WITH 

ARIZONA, FEDERAL OR STATE, SHALL HAVE EXCLUSIVE JURISDICTION OF ALL 
LEGAL ACTIONS ARISING OUT OF THIS AGREEMENT. BY EXECUTING THIS 
AGREEMENT, THE UNDERSIGNED SUBMITS TO THE JURISDICTION OF THE FEDERAL 

AND GOVERNED BY THE LAWS OF THE'STATE OF ARIZONA. THE COURTS OF 

- A N n € ! Q G O U R T S  OF AIUZQbU 
1 

. I  . - .  . SECTION 27. CAPTIONS. Section captions used in this Agreement are for convenience . , ' i  

only, and shall not affect the construction of this Agreement. 
r: ' .  

SECTION 28. WAIVER OF JURY TRIAL. .. hORR0WER WAIVES, AND, BY 
ACCEPTING THIS AGREEMENT, THE LENDER SHALL BE DEEMED TO WAIVE, ANY 
RIGHT TO A TRIAL BY JURY IN ANY ACTION OR PROCEEDING TO ENFORCE OR 
DEFEND ANY RIGHTS (A) UNDER THIS AGREEMENT OR UNDER ANY AMENDMENT, 
INSTRUMENT, DOCUMENT OR AGREEMENT DELIVERED OR WHICH MAY IN THE 
FUTURE BE DELIVERED IN COlhECTION HEREWITH OR (B) ARISING FROM ANY 
BANKING RELATIONSHIP EXISTING IN CONNECTION WITH THIS AGREEMENT, AND 
BORROWER AGREES, AND, BY ACCEPTING THIS AGREEMENT, THE LENDER SHALL 
BE DEEMED TO AGREE, THAT ANY SUCH ACTION OR PROCEEDING SHALL BE TRIED 
BEFORE A COURT AND NOT BEFORE A JURY. I 

SECTION 29. TIME OF THE ESSENCE.'*Time is of the essence with regard to each 
provision of this Agreement as to which time is a factdr. 

SECTION 30. NOTICES AND DEMANDS. All written demands and notices by Lender 
or Borrower relating to the Loan Documents shall be served by certified or registered mail, return 
receipt requested. Each such demand or notice shall be deposited in the United States Mail postage 
prepaid and addressed to the addressee's address first above stated. Service of 'any such demand or 
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e a .  
. . .  

notice shall be deemed complete on the date of actual delivery as shown by the addressee's return 
receipt or at the expiration of the third Business Day 'after mailing, whichever is earlier. Rejection 
or refusal to accept the demand or notice by the addressee or inability to deliver the demand or notice 

' due to a changed address of which no notice was given shall not afTect deemed service. Lender or 
Borrower may from time to time, by written notice served on the other, designate a different address 
or a different attention person for service of demands and notices. . .  

SECTION 31. NO CONSTRUCTION AGAINST LENDER OR BORROWER. The 
Loan Documents are the result of negotiations between Borrower and Lender. Accordingly, the 
Loan Documents shall not be construed for or against Borrower or Lender, regardless of which party 
drafted the Loan .Documents or any part thereof. 

' 

.. 

' SECTION 32. RESCISSION OR RETURN OF PAYMENTS. If at any time or fiom 
time to time, whether before or after payment and performance of the Obligations, all or any part of 
any amount received by Lender in payment of, or on account of, any Obligation is or must be, or is 
claimed'to be, avoided, rescinded, or returned by Lender to Borrower or any other Person for any 
reason whatsoever (including, without - limitation, bankruptcy, insolvency, or reorganization of 
Borrower or any other Person), such Obligation and the Liens ,on property, and rights to property that 
were the collateral at the time such avoided, rescinded, or returned payment was received by Lender 
shall be deemed to have continued in existence or shall be reinstated, as the case may be, all as 
though such payment had not been received. 

. I  1 : SECTION 33. INDEMNIFICATION OF LENDER Borrower agrees to indemnify, hold 
harmless, and on demand defend Lender and its directors, officers, employees, agents, auditors, 
counsel, investment committee members and representatives for, from, and against any and all 
damages, losses, liabilities, costs, and expenses (including; kthout limitation, costs and expenses 
of litigation and reasonable attorneys' fees) arising fiom any claim or demand in respect of this 
Agreement, the Loan Documents, the collateral provided for herein, or the transaction described in 
the Loan Documents and &sing at any time, whether before or after payment and performance of 
the Obligations. The obligations of Borrower and the rights of Lender under this Section 33 shall 
survive payment and performance of the Obligations and shall remain in 111 force and effect without 
termination. 

- .  

. I  

SECTION 34. WAIVER OF STATUTE OF LIMITATIONS. Borrower waives, to the 
full extent permitted by law, the right to plead and any statutes of limitations as a defense in any 
action or proceeding in respect of the Loan Documen@. 

SECTION 35. NUMBER AND GENDER. in this Agreement the singular shall include 
the plural and the masculine shall include the feminine and neuter genders, and vice versa. 

SECTION 36. HEADINGS AM) REFERENCES. The headings at the beginning of each 
section of this Agreement are solely for convenience and are not part of this Agreement. Reference 

I 
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herein to a section, attachment, exhibit, or schedule is to the respective section, attachment, exhibit, 
' ' or schedule herein or hereto, unless otherwise specified. 

SECTION 37. COUNTERPART EXECUTION. This Agreement may be executed in 
one or more counterpaxts, each of which shall be deemed an original and all of which together shall ' 

constitute pne and the same document. Signature pages may be detached fhm the counterparts and 
attached to a single copy of this document to physically form one docGent. - 

SECTION 38. ARBITRATION. The parties hereto agree to use arbitration to the extent 
required by Section 12- 15 18 of the Arizona Revised Statutes, as amended. 

I 

SECTION 39. NOTICE &GARDING A.RS. 9 38-511. To the extent applicable by 
provision of law, the parties acknowledge that ihiq Agreement is subject to cancellation pursuant to 
A.RS . $3 8-5 1 1, the provisions of which are hereby incorporated herein. 

SECTION 40. SIGNS. Throughout the term of the Loan, Lender shall have the right to 
erect one or more signs (compiying with city/town requirements) on the project indicating its 
ptoviding of financing for the project, and Lender shall also have the right to publicize its financing 
of the project as Lender may deem appropriate. 

I 

~ 

1 .  

. 

DATED as of the date first -~ above stated. ____- 

ANDERSON BROTHERS WATER COMPANY, an 
Arizona corporation ' _.' 

WATER INFRASTRUCTURE FINANCE 
AUTHORITY OF ARIZONA 

cutive Director 
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EXHIBIT B 
TO WIFA LOAN AGREEMENT 

For Period 

COMPLIANCE CERTIFICATE 

To induce The Water Infixstructure Finance Authority of Arizona (WIFA) to make and/or 
continue to make advances to the Borrower and to comply with and demonstrate compliance with 
the terms, covenants, and conditions of the Loan Agreement and .all supplements thereto, this 
financial statement is M s h e d  to W A .  The undersigned certify thai (i) this statement was 
prepared from the books and records of the Borrower, is in agreement with them, and is correct to 
the best of the undersigned's knowledge and belief and (ii) no event has occurred which, with notice 
or lapse of time, or both, might become an Event of Default under the Loan Agreement. 

This certifimte is attached to and made a part of this Borrower's report for the above stated 
. period. 

Required Actual 

DEBT SERVICE RESER V E .  
. .  . 

REPLACEMENT RESERVE $ 

' DEBT SERVI CE COVERAGE 

', , . 

I .  

1.20: 1 .o. 
Net Income + Interest Expeqse + Depreciation 

Annual Principal and Interest Payments 



EXHIBIT B 
TO WIFA LOAN AGREEMENT 

For Period 

COMPLIANCE CERTIFICATE 

To induce The Water Mastructure Finance Authority of Arizona (WXFA) to make andor 
continue to make advances to the Borrower and to comply with and demonstrate compliance with 
the terms, covenants, &d conditions of the Loan Agreement and .dl supplements thereto, this 
financial statement is hmished tq WIFA. The undersigned certify that (i) this statement 
prepared from the books and records of the Borrower, is in agreement with them, and is correct t 
the best of the undersigned’s knowledge and belief and (ii) no event has occurred which, with notice 
or lapse of time, or both, might become an Event of Default under the Loan Agreement. 

. 

This certificate is attached to and made a part of this Borrower’s report for the above stated 
period. 

I 
Required Actual 

- 
DEBT SERVICE R E S E R ~  

REPLACEMENT RESERVR $ 

- .  - .  

I 
DEBT SERVICE COVERA GFi. . 

I ,  . 1. 

12O:l .o. 

Net Income + Interest Expense + Depreciaffon 

Annual Principal afld Interest Payments 

ANDERSON BROW.= WATER COMPANY , , 
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- - .  - - .  Schedule 1 to Loan Agreement . ._ . 

Closing Date ............................................................................ 05/0 1/99 
a. i 

- 
First Payment Date ;.............................................................. 07/15/99 

Financial Assistance Terms and Conditions 
Loan Amount ............................................................. $92,650.00 
Combined Interest and Fee Rate ................................ 5.430% 
TeTm.: ....................................................... ;................ 20 

.. Payments ............................ ;; .................................... ;. Monthly 
## of Payment Periods ................................................. 240 
Monthly Debt Service Payments ................................ $633.67 
Annual Payments ....................................................... $7,604.04 

. 
. 

Closing Fee (0.5% of Loan Amount) .................................... $463.25 

Debt Service Reserve Fund Requirements 
. Total Reserve Amount ............................................... $7,604.04 

Frequency of Reserve Deposits to WIFA .................. Monthly . . . a  

Monthly Deposit ........... : ........................................... $126.73 
Reserve Funded by (Date) ......................................... 15-Jun-2004 

, WIFA will q p l y  earnings on Debt Service Reserve to Princlpal'Repayment. . 1. 

' Minimum Monthly Payment 

Prior td Debt Service Reserve Requirement ...................... $760.40 * 
Monthly Payment Allocations 
2 Monthly Reserve Fund Contribution .................... $126.73 

Monthly Combined Interest & Fee Payment ........ See Section 2: Monthly Calculation #I 
Monthly Principal Repayment .............................. See Section 2: Monthly Cdculation #2 

* WIFA will calmhte the first payment due; minimum payment equak amountfor Period 1. 

Monthly Payment Allocations. 
Following Debt Service Reserve Requirement. .................. 

Monthly Reserve Fund Contribution ............. 1 ...... 
$633.67 

$0.00 . 
Monthly Combined Interest & Fee Payment See Section 2: Monthly Calculation #I 
Monthly Principal Repayment .............................. See Section 2: Monthly Calculation #2 

I 

I 
........ 

- . .  

Repair and Replacement Fund Requirement * 

Begin Funding:on (Date) ........................................... 01-Jan-2005 . 
Annual Amount .......................................................... $1,520.81 
Frequency of Fund Deposi ........................................ Monthly 
Monthly Deposlt ........................................................ $126.73 

1' 

, 

Date Printed 04122/99 Time Printed: 0227:27:08 PM 
GZ~HARF~UKl\WIFA\PRWEC'nMOH ANDUOAN ANDUCH 1.m 
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* WIFA Monthly Calculations 

. #1: Monthly Combined Interest & Fee Payment = 
-. i. 

Combined Interest di Fee Rate * Principal Outstanding 

#2: Monthly Principal Repayplent = 

Total Monthly Payment - Monthly Reserve Fund Deposit - 
Month Combined Interest & Fee Paymeitf . 

. Project Cost Classification Amount 
.Budgeted 

~ ~~ a. Admi&r&ive, -1 Costs, -r ..................... 2 . m  
b. Land, Structure, Right-of-way .............................................................. 

\ .  . _  c. Design, Architectural, Engineering Fees ............................................... 1 1,000.00 
d. Construction/Improvement Costs. ......................................................... 

0.00 

81,186.75 
0.00 I .  e. Equipmenthhterials ................................................. .......................... - -  

. f. Application Fees, Finmcing Costs, Capitalized Interest. ...................... 463.25 
g. Total Budgeted ............ .......................................................................... $92,650.00 

Date Amount 
05101/99 $463.25 

. 07/01/99 $41,460.88 

Total $92,650.00 

06/0 1/99 $4 1,460k8 . .  

.08/01/99 $9,265.00 Required 10% Set-hide 
- .  

Date Printed: 04/22/98 Time Printed 022T07 PM 
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a .  e 

Minimum Total 
. Payment Monthly Payment Monthly 

~ 

I 
3 0911 5/99 760.40 43 01/15/2003 760.40 
4 10/15/99 760.40 44 02/15/2003 760.40 

. 5  11/15/99 760.40 45 0311 512003 760.40 
6 12/15/99 . 760.40 . 46' . 04/15/2003 760.40 
7 01/15/2000 760.40 47 05/ 15/2003 760.40 ' 

..8 02/15/2000 760.40 48' 0611 5/2003 760.40 
9 03/15/2000 - ' 760.40 49 07/15/2003 760.40 
10 04/15/2000 760.40 50 08/15/2003 -760.40 
1 1. 05/15/2000 760.40 51 0911 5/2003 760.40 
12 06/15/2030 760.40 52 1 0/15/2003 760.40 
13 07/15/2000 760.40 53 11/15/2003 760.40 

' 14 08/15/2000 760.40 54 12/15/2003 760.40 
15 09/15/2000 760.40 55 01/15/2004 760.40 

56 02/15/2004 760.40 
57 03il5/2004 760.40 

16 10/15/2000 760.40 

~ a '. 18 . 12/15/2000 760.40 58. . 04/15/2004 760.40 . 
. 19 01/15/2001. .760.40 59 I 05/15/2004 760.40 

20 02/15/2001 760.40 . 60.':. 06/15/2004 760.40 
21 03/15/2001 . 760..40 61. ' *  0711 5/2004 633.67 
22 04/15/2001 760.40 62 08/15/2004 633.67 
23 05/15/2001 760.40 63 09/15/2004 633.67 
24 06/15/2001 760.40 . 64 104 5/2004 ' 633.67 

, 25 07/15/2001 760.40 . 65 11/15/2004 633.67 
760.40 . 66 12/15/2004 633.67 

27 09/15/2001 760.40 . 67 0 1/15/2005 633.67 
26;- 08/15/2001 

28 10/15/2001 760.40 68 02/15/2005 633.67 

. . -  - . 17 11/15/2000 * 760.40 
I 

29 11/15/2001 760.40 69 03/15/2005 . . 633.67 
I 30 12/15/2001 760.40 70 04/15/2005 633.67 

31 01/15/2002 760.40 ' ' ,71 05/15/2005. 633.67 
32 02/15/2002 760.40 72 06/15/2005 633.67 
33 03/15/2002 760.40 73 07/15/2005 633.67 

. 34 04/15/2002 760.40 74 08/15/2005 633.67 
35 05/15/2002 760.40 . 75 09/15/2005 633.67 - 
36 06/15/2002 760.40 . 76 10/15/2005 633.67 
37 07/15/2002 760-40 77 11/15/2005 633.67 
38 08/15/2002 760.40 78 12/15/2005 633.67 

I 39 09/15/2002 760.40 79 . 01/15/2006 633.67 
40 10/15/2002 760.40 80 02/15/2006 633.67 

* WIFA will calculate theJrst payment due; minimum payment equals amount for Period 1. 



Minimum Total . 
Payment Monthly Payment Monthly 

Period Dates Payment Period Dates Payment 
81 .' 03/15/2006 633.67 121 . 07/15/2009 633.67 i 
82 04/15/2006 633.67 122 . 08/15/2009 633.67 
83 05/15/2006 . 633.67 123 09/15/2009 633.67 
84 06/15/2006 633.67 124 10/15/2009 633.67 
85 07/15/2006 633.67 125 1 1/15/2009 . 633.67 
86 08/15/2006 633.67 126 12/15/2009 633.67 
87 .09/15/2006 633.67 127 01/15/2010 633.67 

. 88 10/15/2006 633.67 128 . 02/15/2010 633.67 
89 11/1.5/2006 633.67 129 03/15/2010 633.67 
90 12/15/2006 . 633.67 130 04/15/20 10 633.67 
91 01/15/2007 633.67 131 05/15/2010 633.67 
92 02/15/2007 633.67 132 06/15/2010 633.67 
93 03/15/2007 633.67 133 07/15/2010 .633.67 
94 04/15/2007 633.67 134 08/15/2010 633.67 
95 05/15/2007 633.67 135 09/15/2010 . 633.67 

.. ' 97 07/15/2007 . 633.67 137 11/15/2010 ' 633.67 
. -  ' 98 0811 5/2007 ' 633.67 138 12/15/2010 633.67 

- 

-___ ~ 4 m t l . 5 / 2 6 0 7  7333.- €3fj______l--  
.. . . 

/ !  I ,  

1 99 09/15/2007 633.67 139 I ,  01/15/2011 633.67 . .? 
100 10/15/2007 . 633.67 140 .';. 02/15/2011 633.67. 1 

101 11/15/2007' 633.67 141 "* 03/15/2011 633.67 
. 102 12/15/2007 633.67 142 04/15/2011 633.67 . 

103 01/15/2008 633.67 1 43 05/15/2011 633.67 
104 02/15/2008 633.67 144 . 06/15/20 1 1 633.67 
105 03/15/2008' 633.67 145 07/15/2011 633.67 . 

107 05/15/2008 633.67 147 09/15/2011 633.67 
108 06/15/2008 633.67 148 10/15/2011 633.67 
109 07/15/2008 633.67 149 11/15/2011 633.67 . 
110 08/15/2008 633.67 150 12/15/2011 633.67 
1 1 1 09/15/2008 633.67 I51 * 01/15/2012 633.67 
112 10/15/2008 ' 633.67 152 02/15D012 633.67 ' 

113 11/15/2008 633.67 153 03/15/2012 633.67 ' 

114 12/15/2008 ' 633.67 154 04/15/2012 633.67 
115 01/15/2009. 633.67 155 ' 05/15/2012- . 633.67 
116 02/15/2009 633.67 156 06/15/2012 . 633.67 
1 17 .03/15/2009 633.67 157 07/15/20 12 633.67 
1 18 04/15/2009 633.67 158 '08/15/2012 633.67 

120 06/15/2009 633.67 160 10/15/2012 633.67 

106 ;- 04/15/2008 633.67 . 146 08/15/20 1 1 633.67 1 

i 
I 1 19 05/15/2009 633.67 159 09/15/2012 633.67 



Minimum Total 
Payment Monthly Payment ' Monthly 

Period Dates Payment Period Dates Payment 
1613. 11/15/2012 633.67 201 . 03/15/2016 633.67 . 
162 12/15/2012 633.67 202 0411 5/20 16 633.67 
163 01/15/2013 633.67 .203. 05/15/2016 633.67 
164 02/15/2013 633.67 204 0611 5/20 16 ' 633.67 
165 . 034 5/20 13 633.67 . 205 07/15/20 16 633.67 
166 04/15/2013 633.67 206 08/15/2016 633.67 
167 05/15/20 13 633.67 207 0911 5/20 16 1 633.67 

' lG9 07/15/2013 633.67 209 1 111 5/2016 633.67 
170 08/15/2013 633.67 ' 210 12/15/2016 633;67. 
171. 09/15/2013 633.67 21 1 01/15/20 17 633.67. 
172 . 10/15/2013 633.67 212 02/15/2017 633.67 
173 11/15/2013 . 633.67 213 03/1 5/2017 633.67 
174 12/15/2013 633.67 214 ' 04/15/2017 633.67 

' 175 01/15/2014 633.67 215 0511 5/20 17 633.67. . 
176 02/15/20 14 633.67 216 06/15/20 17 633.67 
1 77 03/15/20 14 633.67 217 0711 5/20 17 633.67 

. '  . 178 04/15/2014 633.67 21 8 0811 5/2017 633.67 
179 05/15/2014 633.67 219 09/15/20 17 633.67 
180 06/15/2014 633.67 220.> ;, 104 5/20 17 633.67 
181 07/15/2014 633.67 221' " 11/15/2017 633.67 
182 08/15/2014 633.67 222 12/15/2017 633.67 
183 09/15/2014 633.67 ,223 01/15/20 18 633.67 
184 ,10/15/2014 633.67 224 02/15/2018 633.67 

* ' 185 11/15/2014 633.67 225 0311 5/2018 633.67 
186.. 12/15/2014 633.67 . 226 0411 5/20 1 8 633.67 
,187 01/15/2015 633.67 227 05/15/2018 633.67 
188 02/15/2015 633.67 ' - 228 06iisnoi8 633.67 

633.67 230 08/15/2018 633.67 190 04b15/2015. 
191 05/15/2dl5 . 633.67 ',231 '09/1 5/2018 633.67 
192 06/i5001s 633.67 532 10/15/2018 633.67 

' 193 07/15/2015 ' 633.67 233 1 1/15/2018 633.67 
194 08/15/2015 633.67 234 12/15/2018 633.67 
195 09/15/2015 633.67 23 5 01/15/2019 633.67 
196 . 10/15/2015 633.67 236 02/15/20 19 633.67 
197 11/15/2015 633.67 237 . 03/15/2019 633.67 
198 12/15/2015 633.67 23 8 04/1 Sf2019 633.67 
199 01/15/2016 633.67 239 05/15/20 19 633.67 
200 02/15/2016 633.67 240 06/1 Y2019 633.67 

I 

I 168 06/15/2013 633.67 208 10/15/20 16 633.67 

I 633.67 

I 
189 03/15/2015 633.67 229 07/15/2018 .. 

Date Printed 04/22/99 TIN Piinted: 0227:07 PM 
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SCHEDULE 2 
TO WIFA LOAN AGREEMENT 

. _ -  _ .  . - .  ._ . 

1. Exception(s) to Subsection 9(e) entitled “Compliance with Laws”: (insert exceptions or 
“None”) 

None 

2. Exception(s) to Subsection 9(f) entitled ‘%Environmental Compliance”: (insert exceptions 
or “None”) . .  

None 

3. Exception(@ to Subsection 9(g) entitled “Litigation”: (insert exceptions or ‘Wone”) 

None, 

- .  
- .  - .  

Exceptio@) to Subsection 9(h) entitled ‘‘Title to . l!qxrtyy’: . 7  (insert exceptions or ‘‘None’? 

None 

. I .  

. 1.  

4. 



~ - .  - . .  

PROMISSORY NOTE 

$92,650.00 Phoenix, Arizona 
May 1,1999 

FOR VALUE RECEIVED, ANDERSON BROTHERS WATER COMPANY 
("Borrower"), promise to pay to WATER INERASTRUCTURE FINANCE AUTHONTY OF 
ARIZONA ("4: ,endq").or order the aggregate principal amount outstanding on Borrower's loan as 
shown on Lender's records which shall at all times be conclusive and govern, with interest thereon 
at an annual rate equal to five and 43/10Oths percent (5.43%). Interest shall be calculated on a 
360-day year for all advances, but, in any case, shall be computed for the actual number of days in 
'the period for which interest is charged. Principal and interest shall be payable at the times and in 
the manner set forth in the Loan Agreement (as h e r e s e ?  defined). 

. 1  .. 
Lender and Bomwer have established specific instructions and procedures by which 

draws against said credit will be presented for disbursement pursuant to the terms and conditions of 
that certain Loan Agreement of even date herewith (the "Loan Agreement"), but nothing contained 
herein shall create a duty on the part of Lender to make said disbursement if Borrower is in default. 
The undersigned shall not be entitled to total disbursements hereunder exceeding Ninety-Two 
ThousandSix Hundred Fifty and Noh00 Dollars ($92,650.00), such4esser amount determined in 
accordance with the Loan Agreement with respect to the Loan (as defined in the Loan Agreement). 

I 

..- 

All amounts payable hereunder shall be paid in lawful money of the United States. 
Principal and interest shall be payable at 202 East Earll Drive, Suite 480, Phoenix, Arizona 85012, 
or at such other place as the. holder hereof may designate. Bokower may prepay the Loan, in whole 
or in part, at any time without premium or penalty. 

Absent a defiult under this Note or the Loan Agreement, any payments received by 
the holder hereof shall be applied first to sums, other than principal and interest, due the holder 
hereof, next to the payment of all interest accrued to the date of such payment, and the balance, if 
any, to the payment of principal. Any payments received by the holder hereof after any Event of 
Default (as defined in the Loan Agreement) shall be applied to the amounts specified in this 
paragraph in such order as the holder hereof may, in its sole discretion, elect. 

If any payment of interest and/or principal is not received by the holder hereof when 
such payment is due, then, as additional remedies, (a) a late charge of six percent (6%) of the amount 
due and unpaid will be added to the delinquent amount for any payment past due in excess of fifteen 
(15) h y s  and (b) all past due payments of principal andor interest shall bear interest fiom their due 
date until paid at an annual rate equal to the sum of (i) six percent (6%) and (ii) the interest rate 
specified herein, payable on demapd (the "Default Rate"). 

This Note shall become immediately due and payable at the option of the holder 
hereof without presentment or demand or any notice to Borrower or any other person obligated 
hereon, upon default in the payment of any of the principal hereof or any interest thereon when due, 



- - _ .  - - .  .. - -  

or if any event occurs or condition exists which authorizes the acceleration of the maturity hereof 
under the Loan Agreement. Time is of the essence with regard to all payment obligations in this 
Note. Failure to exercise any remedy or right hereunder shall not constitute a waiver of the right to 
exercise the same in the event of any subsequent default. 

In the event any holder hereof utilizes the services of an attorney in attempting to 
collect the amounts due hereunder or to enforce the terms hereof or of any agreements related to &is 
indebtedness, or if any holder hereof becomes party plaintiff or defendant in any legal proceeding 
in relation to the property described in any instrument securing this Nute or for the recovery or 
protection of the indebtedness evidenced hereby, Borrower, its successors and assigns, shall repay 
to such holder hereof, on demand, a l l  c o d  and expenses so hcurred, including reasonable attorney's 
fees, including those costs, expenses and attorney's fees incurred after the filing by or against the 

statute,. and whether incurred in connection with the involvement of any holder hereof as creditor 
in such' proceedings or otherwise. 

L 

. 

I Borrower of any proceeding under any chapter of the Bankruptcy Code, or similar federal or state 

I 

I 

I .  
I 

Borrower and all sureties, endorsers and guarantors of this Note waive demand, . . 
presentment for payment, notice of nonpayment, protest, notice of protest and all other notice, filing 
of suit and diligence in collecting this Note or the release of any part primarily or secondarily liable 
hereon and further agree 'that it will not be necessary for any holder hereof, in ordq to enforce 
payment of this Note by any of them, to first institute suit or exhaust its remedies against any maker 

f .-  

! ~ t h e r s  liable herefor, and consent to any extension or postponement of time or payment of this 
' '. Note or any other indulgence with respect hereto withoutnotice thereof to any of them. . 

I ' . .  

I 
I 
I 
I 

Notwithstanding any provision contained herein to the contraryy the applicable rate 

extent they are deemed to be interest under applicable Arizona law. Should the applicable rate of 
interest as calculated under this Note exceed that allowed by law, the applicable rate of interest will 

of interest agreed to herein shall include the applichle interestrate described herein, in accordance 
with'the terms of this Note, and any additional charges, cos& and fees incident to this loan to the 

. 
be the maximum rate of interest allowed by applicable law. 

I 
I 

ANDERSON BROTHERS WATEJXCOMPANY, 811 . 

"J3oTower" 



CASH COLLGTERAL A GREEMENT 

This CASH COLLATERAL AGREEMENT is made as of May 1, 1999 between 
ANDERSON BROTHERS WATER COMPANY ("Pledgor"), and WATER INFRASTRUCTURE 
FINANCE AUTHORITY OF ARIZONA ("Lender"). 

RECITALS: 

A' Pledgor and Lender have entered into that certain Loan Agreement of even date 
herewith (the "T,oan Agr cement"), pursuant to which Lender has made available to Pledgor a loan 
ofup to $92,650.00 (the I ' M ) .  

' .  B. Pursuant to the Loan Agreement, certain funds are required to be deposited from time 
to time by Pledgor in a Debt Service Reserve Fund administered by the Lender and in a Replacement 
'Reserve Fund administered by the Borr~w~er, both of which are pledged to Lender to secure 
repayment 'with interest of the Loan. Amounts deposited with the Lender in the Debt Service 
Reserve Fund and in the Replacement Reserve.Fund are referred to herein as the "pledned Funds". 

Pledgor and Lender desire to enter into this Cash Collateral Agreement to provide for C. 
the deposit and holding of the Pledged Funds. 

- D. The Loan Agreement, this Cash Collateral Agreement and all other documents 
securing or otherwise relating to the Loan shall be referred to collectively in this Cash Collateral 
Agreement as the "Loan Documents". All capitalized terms ,sed in this Cash Collateral Agreement 
and not otherwise defined shall have the meanings given to 'such terms in the Loan Agreement. 

' 4  - .  
. .  . 

E. It is a condition to the making of the Loan that Pledgor and Lender enter into this 
Cash Collateral Agreement. 

NOW, THEREFORE, in order to induce Lender to make the Loan and in consideration 
thereof, Pledgor and Lender agree as follows: 

1. Definitions. ' The following terms shall have the following meanings: 
, 

"Cash Collateral Agr eemenf' m e w  this Cash Collateral Agreement, as the same 
I 
I 

I 

may be amended, supplemented or otherwise modified from time to time. 

"Debt Service Reserve Funq' shall have the meaning ascribed thereto in 2k&kll, 
2, hereof. 

"ObliPations" shall mean all the obligations of Pledgor to Lender under the Loan 
Agreement and the Note and all other obligations and liabilities of Pledgor to Lender, 



- - . .  - - .  . - .  

whether direct or indirect, absolute or contingent, due or to become due, now existing or 
hereafter incurred, arising under, out of, or in connection with, the Loan Agreement, this 
Cash Collateral Agreement or any of the Loan Documents. 

" B ~ $  shall mean as defined in the Recitals to this Agreement. 

"R- shall have the meaning ascribed thereto in Section 
2 hereof. 

2. E E  
F d .  Pledgor and Lender agree that concurrently with the execution and delivery ofthis Cash 
Collateral Agreement there is estabiished and shall be maintained a Debt Service Reserve Fund 
pursuant to the Loan Agreement.. .At such time as is required pursuant to the Loan Agreement 
Borrower shall establish a Replacement Reserve Fund in the name of Borrower in which there shall 
be deposited'by Pledgor all Pledged Funds as required by the provisions of the Loan Agreement. 

3. Grant of Security Interest. As collateral security for the prompt and 
complete payment when due of all the Obligations, Pledgor has granted, bargained, sold, assigned, 
pledged, and set over and by these presents does hereby grant, bargain, sell, assign, pledge, transfer 
and set over unto the Lender, and its successors and assigns, all of Pledgor's right, title and interest 
in and to any Pledged Funds now or hereafter held or deposited in the Debt Service Reserve Fund 

-anent Reserve Fund. 

/ .. - .  
.. 4. . Termsan d Condi hons. I 

I 

(a) The Debt Service Reserve.$&d and all amounts deposited therein 
shall be held in the sole dominion and control of Lender and shall be administered by the Lender as 
a collateral account for the benefit of Lender, and Pledgor shall have no rights or powers with respect 
to, or control over, the Debt Service Reserve Fund or any part tbereof. Pledgor's sole right with 
respect to the Pledged Funds in the Debt Service Reserve Fund shall be as provided herein and in 
.the Loan Agreement. 

. 

Cp) If no Event of De%&, and no event which with the giving of notice 
or the passage of time or both could become an Event of Default, has occurred and is continuing, 
Pledgor fiom time to time may withdraw moneys &om the Replacement Reserve Fund and apply 
the moneys withdrawn for one or more of the following purposes: (i) for the acquisition of new, or 
the replacement of obsolete or worn out, machinery, ec@pment, fixnitwe, fixtures or other personal 
property for the Facility provided that the property is depreciable; (ii) for the performance of repairs 
with respect to the Facility which are of an extraordinary and non-recurring nature provided that the 
property is depreciable; (5) for the acquisition or construction of additions to or improvements, 
extensions or enlargements to, or remodelkg of, the Facility provided that the property is 
depreciable; andtor (iv) to make payments to Lender on the Loan. 



a a 
- - .  . ._  - 

(c) From and after the occurrence and during the continuation of an 
Event of Default, Lender may, in the sole and absolute discretion of Lender, apply the Pledged Funds 
in the Debt Service Reserve Fund, and, if there are insufficient Pledged Funds in the Debt Service- 
Reserve Fund, in the Replacement Reserve Fund, to the Obligations in the following order: (i) all 
outstanding costs, expenses, fees and late charges due to Lender, (ii) interest at the rate or rates 
specified in the Loan Documents and (iii) the principal amount of the Obligations. All interest and 
other investment earnings amounts fiom time to time accrued and paid on the Pledged Funds in the 
Debt Service Reserve Fund and the Replacement Reserve Fund shall be retained in the Debt Service 

. Reserve Fund and the Replacement Reserve Fund and shall be applied in accordance with the Loan 
Agreement and this Cash Collateral Agreement. 

(d) Lender shall have, with respect to the Pledged Funds, all rights and 
remedies of a secured party under' Article 9 of the ArizomUniform Commercial Code and other 
applicable laws. 

5. Further Assur ances. Pledgor will, at any time and fiom time to time, 
execute and deliver such further documents and do such further acts as shall be required by law or 
be reasonably requested by Lender to confirm or further assure the interest of Lender hereunder. 

t bT o Liability for La* 1 Actions. Neither Lender nor any of its officers, 
directors, employees, agents, attorneys-in-fact or affiliates shall be liable for any action lawfblly 
taken or omitted to be taken by any of them under or in connection with this Cash Collateral 

. 

6. 

' I  . -- Agreement (except for gross negligence or wilm misconduct). 
I 

i... 

7. Notices. All notices, requests, demands or other communications to or 
upon the parties hereto shall be deeme.d to have been given or made when mailed, delivered or 
t r d t t e d  in accordance with the requirements of the Loan Documents. 

8. ' NoFa  'lure. etc, No failure to exercise and no delay in exercising on the 
part of Lender of any right, power or privilege hereunder shall operate as a waiver thereof, nor shall 
any single or partial exercise of any right, power or privilege preclude any other or further exercise 
thereof, or the exercise of any other power or right. The rights and remedies herein provided are 
cumulative and not exclusive of any rights or remedies provided by law. 

9. Waiver: Amendments. None of the terms and provisions of this Cash 
Collateral Agreement may be waived, altered, modified or amended except by an instrument in 
writing executed by the parties hereto. , 

10, Representations and Warranties: Covenants. 

(a) Pledgor hereby represents and warrants to Lender, effective upon 
the date hereof and each deposit of Pledged Funds to the Debt Service Reserve Fund and the 
Replacement Reserve Fund, that: 

3 



(9 No filing, recordation, registration or declaration with or notice to 
any person or entity is required in connection with the execution, delivery and 

. . performance of this Cash Collateral Agreement by Pledgor or in order to preserve or 
perfect the first priority lien and charge intended to be created hereunder in the Pledged 
Funds. 

(ii) Except for the security interest granted to Lender pursuant to this 
Cash Collateral Agreement, Pledgor is the sole owner of the Pledged Funds, having good . 
and marketable title thereto, fiee and clear of any and all mortgages, liens, security 
interests, encumbrances, claims or rights of others. 

(iii) No Security agreement, financing statement, equivalent security or 
lien instrument or continuation statement coverbg all or any part of the Pledged Funds 
is on file or of record in &y public office, except such as may have been filed by Pledgor 
in favor of Lender. 

. . 

(iv) This Cash Collateral Agreement constitutes a valid and continuing 
first lien on and first security interest in the Pledged Funds in favor of Lender, prior to all 
other liens, encumbrances, security interests and rights of others, and is enforceable as 
such as against creditors of and purchasers fiom Pledgor. 

~ 

8 '  a ,  1 covenants and agrees that it will not sell, assign, transfer, exchange or otherwise dispose of, or grant 
any option with respect to, the Pledged Funds, nor will it create, incur or pennit to exist any pledge, 
lien, mortgage, hypothecation, security interest, charge, .option or any other encumbrance with 
respect to any of the Pledged Funds, or any interest therein, .e%cept for the security interest provided 
for by this Cash Collateral Agreement. 

(c) . Pledgor hereby covenants and agrees that it will defend Lender's 
right, title and security interest in and to the Pledged Funds against the claims and demands of all 
persons whomsoever except to the extent which arise out of the willful misconduct or gross 
negligence of Lender. 

Lender's Expenses and Liabilities. Pledgor shall'pay all costs and 
out-of-pocket reasonable expenses of Lender in connection with the maintenance and operation of 
this Cash Collateral Agreement made in accordance with the terms hereof. Pledgor also agrees to 
pay all costs of Lender, including reasonable attorneys' fees, incurred with respect to the enforcement 
of Lender's rights hereunder. 

11. 

12. Governing Law. This Cash Collateral Agreement shall be deemed to be 
a contract under, and for all purposes shall be governed by, and construed and interpreted in 
accordance with, the law of the State of Arizona. 

4 



- -  . .  . - .  
- .  

13. Severability. Any provision of 'this Cash Collateral Agreement which is 
prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the 
extent of such prohibition or unedorceability without invalidating the remaining provisions hereof, 
and any such prohibition or unenforceability in any jurisdiction shall not invalidate or render 
unenforceable such provision in any other jurisdiction. 

14. $uccessors and Assigns. This Cash Collateral Agreement and all 
obligations of Pledgor hereunder shall be binding upon the successors or assigns of Pledgor, and 

. shall, together with the rights and remedies of Lender hereunder, inure to the benefit of Lender and 
its successors and assigns. 

15. Termination. This Agreement shall terminate and, upon request of Pledgor, 
all monies (if any) remaiihg in the Debt Service Reserve Fund and the Replacement Reserve Fund 
shall' be returned to Pledgor at such time as all of the following have occuned (i) all amounts 
payable to Lender under the Loan Documents have been paid in full and all other obligations of 
Pledgor to Lender pursuant to the Loan Agreement have been performed in full, and (ii) Lender has 
no M e r  obligation to make any loans or advances to Pledgor pursuant to the Loan Agreement or 
any of the other Loan Documents. 

16. 'Counterparts. This Agreement may be executed in counterparts, all of 
which executed counterparts shall together constitute a single document. Signature pages may be 
detached from the counterparts and attached to a single copy of this Agreement to form physically 

: one document. 

IN WITNESS WHEREOF, the parties>hereto have executed or caused this 
instrument to be duly executed and delivered as of the date first above written. 

Pledgor: ANDERSON BROTHEm WATER COMPANY, an 
Arizona corporation . 

Lender: STRUCTUREFINANCE AUTHORITY 
c 

By: 

I 
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Return copy or recorded original ’to: 

One Arizona Center 
Phoenix, AZ 85004-0001 
Attn: Marilyn L. Benesch, Legal Assistant 

1. Debtor@) (last name first and address): 

498 East 4th Street 
Casa Granda, Arizona 85222 

SNELL & WILMER 

, 
I 

I ANDERSON BROTHERS WATER COMPANY 

I 

ARIZONA UNIFORM COMMERCIAL CODE 

This FINANCING STATEMENT is presented for filing 
(recording) pursuant to the Arizona Uniform Commercial 

Code. 

2. Secured Party(ies) and address: 
WATER INFRASTRUCTURE FINANCE AUTHORITY OF 
ARIZONA 
202 E. Earl1 Drive, Suite 480 
Phoenix,.AZ 85012 

FINANCING STATEMENT-FORM OCC-l 

~~~ 

3. Name and Address of Assignee of Secured Party(ies) 

j I X If checked, products of collateral are also covered. 

4. Proceeds of collateral are also 
covered. 

5. . Statement covers the following types or items) of property: 

. s s  

6. If the collateral is crops, the crops are growing or to be grown on the tollowing described real estate: 

7. If the collaterar is (a) goods which are or are to become fixtures; (b) timber to be cut; or (c) minerals or the like 
(including oil and gas), or accounts resulting from the sale thereof at the wellhead or minehead to which the security 
interest attaches upon extraction, the legal description of the real estate concerned is: 

T& 
INCORPORATED HEREIN BY REFERENCE ITHE “REAL PROPERTY”1. 

And, this Financing Statement is to be recorded in the office where a mortgage on such real estate would be recorded. 
If the Debtor does not have an Interest of record, the name of a rqcorder owner is: 



0 
- .  . .  

8. This Financing Statement is signed by the Secured Patty instead of the debtor to perfect or continue perfection of a 

- collateral already subject to a security interest in another jurisdiction when it was brought into this state. - proceeds of collateral because of a change in type or use. - collateral as to which the filing has lapsed or will lapse. 
- collateral acquired after a change of name, identity; or corporate structure of the Debtor. 

. _. security interest in: 

Dated: May 1,1999 . . 

Signature(s) of Secured Party 

WATER INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA 

By: 
EAbcutive Director 

* 

Signature of Debtor 

ANDERSON BROTHERS WATER COMPANY. an Arizona 

Tit1 Preside t k/' 





e .  

COLLATERAL DESCRIPTION 

All of Debtor‘s present and future right, title, and interest in and to any and all of Debtor’s Fixwes, 
Personal Property, General Intangibles, Accounts and Proceeds as defined below, regardless of whether in the 
possession of Debtor, a bailee, a warehouseman, or any other Person. 

(a) the water utility plants and systems of the Debtor, including, but not limited to, all water 
works, generating stations, substations, pump houses, wells, distribution lines, whether located upon the Real 
Property or upon public or private easements, leaseholds or the like and which form a part of or are used in 
connection with * .  the water utility plants or. systems of the Debtor (the “Fixtures”); 

all goods, (whether goods held for sale or returned or whether used inthe business of the 
Debtor or to be iisdled in or on the Real Property), personal property; equipment, inventory, fixtures, furnishings, 
devices or tools and all replacements or substitutions of same (the “Personal Property”); 

’ (b) 
. 

(c) all of the franchises, certificates, authorizations by rule, privileges, permits, grants and 
consents for the construction, operation, and maintenance of water plants‘or systems in, on, and under streets, alleys, 

* highways, roads, public grounds, easements and rights-of-way and all rights incident thereto which were granted 
by private persons or entities or the governing bodies of the cities, counties, state, and countries in which the Debtor 

. . operates and including, but not limited to, permits and certificates issued pursuant to the applicable provisions of 
the Arizona Water Code, and all development rights, utility commitments, water and wastewater taps, living unit 
equivalents, capital improvements project contracts, utility construction agreements * with any governmental 
authority, including municipal utility districts or other constitutional conservation districts created under Article 111, 
Section 52, or’Article XVI, Section 59, of the Arizona Constitution, or with any utility companies (and all refunds 
and reimbursements thereunder) relating to the Real Property or.Improvements, as any of the foregoing may be 
amended, and all plants and specifications for water utility plants or system and all Debtor’s rights (but not Debtor‘s 

, obligations) under any documents, contract rights, accounts, commitments, construction contracts-(and all payment 
and performance bonds, statutory or otherwise, issued by any surety in connection with any such construction 
contracts, and the proceeds of such bonds), architectural contracts, engineering contracts, and general intangibles 
(including without limitation trademarks, trade mu&s, and symbols) arising from or by virtue of any transactions 
related to the Real Property, the Improvements, or the Personal Property, management contracts and all of the 
Debtor‘s rights under any contracts otherwise providing for the purchase, lease, sale or assignment of water or water 
rights (the “General Intangibles”); 

(d) 

f .  

all accounts arising from or by virtue if the sale, lease or disposition of any of the Real 
Property, or from any policy of insurance or the taking of any of the Real Property by right of eminent domain or 
condemnation or by private or other purchase in lieu thereof, including change of grade of street, curb cuts or other 
rights of access, for any public or quasi-public use under any law and all arnounts due under current and future water 
supply customer accounts, including but not limited to those future accounts arising from any water utility plants 
or systems (or for delivery of water by any other meins (the “Accountsy’); 



(e) all deposits, bank accounts, funds, instruments, notes or chattel paper of Borrower, including, 
ithout limitation cash or securities deposited pursuant to leases to secure performance by the tenants of their 

obligations thereunder; and proceeds arising fiom or by virtue of the sale, lease or other disposition of the Red 
Property and proceeds (including premium refunds) of each policy of insurance relating to the Real Property (the 
“Ptoceeds”) 

(f) . all of the following: (i) any lease or other right to use; (ii) any assignment as security, 
conditional sale, grant in trust, lien, mortgage, pledge, security interest, title retdtion arrangement, other 
encumbrance, or other interest or right securing the payment of money or the performance of any other liability or 
obligation, whether voluntarily or involuntarily created and whether arising by agreement, document, or instrument, 
under any law, ordinance, regulation, or rule (federal, state, or local), or otherwise; and (iii) any option, right of first 
refusal, other right to acquire, or other interest or right (“Liens and Encumbrances”). 

All other capitalized terms used herein and not otherwise defined shall have the meanings set forth in the Uniform 
Commercial Code in effect in the State of Arizona (A.R.S. $9 47-1 101 through 47-9507). 



e e 
- - .  - - .  . - -  

SUBORDINATION AGREEMENT 

This SUBORDINATION AGREEMENT ("Subordination Agreement") is made as 
. . of May 1, 1999, by ANDERSON BROTHERS WATER: COMPANY (hereinafter called 

"J30rroweff), and James W. Little (hereinafter collectively called "Creditof), in favor of WATER 
INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA (hereinafter called "J.ender"). 

RECITALS . 

A. Borrower is .or may hereafter become obligated to Lender to the extent 
permitted pursuant to that certain Loan Agreement o f  even date herewith (the "Loan Agreement") 
between Borrower and'lender. , 

B. It is a condition to the making of the Loan, as defined in the Loan Agreement, 
that Borrower and Creditor enter into this Subordination Agreement. 

C. In order to induce the Lender to enter into the Loan and to from this time, or 
fiom time to time, at its option, make loans or extend credit or other accommodations or benefits to 
or for the account of Borrower, with or without security, or to purchase or extend credit upon any 
instrument or writing in respect of which the Borrower may be liable in any capacity in such manner 
&d amount and upon t a n s  and conditions as the Lender may deem advisable, and in consideration 

' of any such loan, renewal or extension of credit which the Lender may make, the undersigned 
Creditor does hereby wholly subordinate, as hereinafter prckided, any and all present and fiture 
indebtedness or obligations of Borrower to Creditor, absolute or contingent, and any instrument, 
negotiable or otherwise, evidencing any such indebtedness, and all claims, rights and remedies 
therefor, (sometimes hereinafter referred to as "subordinated Indebtednes$) to any and all 
indebtedness of Borrower to Lender, whether now existing os hereafler huising, direct or indirect, 
absolute or contingent, joint, several, or joint and several, secured or unsecured, 
(including, without limitation, all amounts due under the Lo& Agreement and the L 
thereunder), and whether arising directly between Borrower and Lender, or acquired outright, 

. conditionally or as collateral security from another by the Lender, and any renewals, modifications 
or extensions thereof, and any interest thereon, and all costs of collecting the same, including, but 
not limited to reasonable attorneys' fees incurred by Lender (sometimes hereinafter referred to as 

. . 

. :I ,$mexior Indebtedness"). , 

NOW THEREFORE, so long as Borrower is indebted to Lender on account of 
Superior Indebtedness, the parties hereto undertake and agree as follows: 

1. The Subordinated Indebtedness shall, at all times and in all respects, be wholly 
subordinate and iderior in claim and right to the Superior Indebtedness, and all claims, rights and 



remedies and interests in collateral given .as security therefor are hereby subordinated and made 
subsequent and inferior to the Superior Indebtedness and any claims, rights and remedies arising out 
of; or in connection therewith. Creditor shall not exercise any such claims, rights or remedies until 
repayment in full of the Superior Indebtedness. 

2. So long as no Event of Default (as defined in the Loan Agreement) or event 
which with notice or lapse of time or both would become an Event of Default has occurred and is 
continuing, regularly scheduled payments on the Subordinated Indebtedness may be made by 
Borrower and accepted by Creditor as such payments become due, * 

3, During any period that an Event of Default, or an event which with notice or 
lapse of time or both would become an Event of Default, has occurred and is continuing, Borrower 
shall not make and Creditor shail not accept any payments with respect to the Subordinated 
Indebtedness. 

4. In the event of any distribution, division, or application, partial or complete, 
voluntary or involuntary, by operation of law or otherwise, of all or any part of the assets of 
Borrower, or the proceeds thereof, to creditors of Borrower, by reason of the liquidation, dissolution, 
or other winding up of Borrower's business, or in the event of any sale, receivership, insolvency or 
bankruptcy proceedings by or against Borrower, or assignment for the benefit of creditors, or of any 

--pmxedirngs4y OT against Borrower fkawp&e ' funder any bankruptcy or insolvency laws, or 
.relating to the relief of debtors, readjustment of indebtedness, reorganizations, mang 
: compositions or extensions, or of any other event whereby it becomes necessary or desirab 

or present claims against Borrower for the purpose of receiving payment thereof, or on account 
thereof, then and in any such event, any payment or distribution of any kind or character, either in 
cash or other property, which shall be made or shall be payable with respect to any Subordinated 
Indebtedness shall be paid over to Lender for application to the payment of the Superior 
Indebtedness, whether due or not due, and no payments shall be made upon or in respect of 
Subordinated Indebtedness unless and until the Superior Indebtedness shall have been paid and 
satisfied in full. In any such event, all claims of the Lender and all claims of the Creditor shall, at 

of the Lender, forthwith become due and payable without demand or notice. 

' 

. t  

5. Should any payment or distribution or security or proceeds thereof, other than 
the payments permitted pursuant to garamphs 2 and 3 hereof, be received by Creditor upon or with 
respect to the Subordinated Indebtedness prior to the satisfaction of the Superior Indebtedness, 
Creditor will forthwith deliver the same to Lender in precisely the form as received except for the 
endorsement or assignment of Creditor where neiessary for application on the Superior 
Indebtedness, whether due or not due, and until so dilivered the same shall be held in trust by 
Creditor as property of the Lender. In the event of the failure of Creditor to make any such 
endorsement or assignment, the Lender, or any of its officers or employees, on behalf of the Lender, 
is hereby irrevocably authorized to make the same. 

2 



6. No renewal, modification or extension of time of payment of the Superior 
Indebtedness, and no release or surrender of any security for the Superior Indebtedness, or the 

.; ..- 
obligations of any endorsers, sureties or guarantors thereof, or release from the terms of this or any 
other subordination agreement of any claims subordinated, and no delay or omission in exercising 
any right or power on account of or in connection with the Superior Indebtedness, or under this 
Subordination Agreement, shall, in any manner, impair or affect the rights and duties of Lender, the 
Creditor and Borrower. Lender, in its uncontrolled discretion, may waive or release any right or 
option under this Subordination Agreement without the consent of Borrower or Creditor, and without 
otherwise in any way affecting the obligations of Borrower and Creditor hereunder. Creditor hereby 
waives notice of the creation, existence, renewal, or modification or extension of the time of 
payment, of the Supericy Indebtedness. 

7. This Subordination Agreement shall be a continuing agreement and Lender 
may’continue, without notice to’ Creditor, to lend monies, extend credit and make other 
acco&odations to or for the account of Borrower on the faith hereof. 

8. . Creditor agrees that Lender, at any time and f?om time to time, may enter into 
such agreement or agreements with Borrower, as Lender may deem proper, extending the time of 
payment or renewing or otherwise altering @e terms of all or any of the obligations of Borrower to 
Lender, or affecting any security underlying any or all of such obligations, or may exchange, sell or 
surrender or otherwise deal with any such security, or may release any balance of funds of Borrower 
with Lender, without notice to Creditor and without in any way impairing or affecting this . 

, I  -. Subordination Agreement. 
> e  

e.. . . 

9. No waiver shall be deemed to be.made by Lender of any of its rights 
hereunder unless the same shall be in writing signed on behkf of the Lender, and each such waiver, 
if any, shall be a waiver only with respect to the specific matter or matters to which the waiver 
relates and shall in no way impair the rights of the Lender or the obligations of Creditor to Lender 

. 

in any other respect at any other time. 

10. This Subordination Agreement shall inure to the benefit of Lender and the 
successors and assigns of Lender, and any financing institution joining in making said loan(s) or 
extending said line@) of credit, or committing itselfto make any advances in connection therewith, 
or which may now, or hereafter, participate thetein. Notice of acceptance of this Subordination 
Agreement is hereby waived and this Subordination Agreement shall be binding upon the Creditor, 
its heirs, personal representatives, successors and assip, as the case may be, it being understood, 
however, that no assignment of the Subordinated Inde5tedness due Creditor fiom Borrower, or any 

. part thereof, shall be made to one not a party hereto without the written consent of the Lender first 
had and obtained, as hereinabove provided. 

1 1. . Creditor agrees not to commence or join with any other creditor of Borrower 
in commencing any bankruptcy, reorganization or insolvency proceedings against the Borrower. 
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LOAN AGRE EMENT 
ATER MFRASTRUCTURE FINANCE AUTHOIRITY OF A IUZONA 

@on-governmental Water System) 

PATE: May 1,1999 

PARTIES: Borrower: MOHAWK WATERCOMPANY 

Borrower 
Mailing 
Address: 

Borrower 

. I  

I Business Office 
I Street Address: I 

~ 

Lender: 
_- - 1 

498 East 4th Street ‘ 

: Casa Grande, Arizona 85222 
Attention: James W. Little 

498 East 4th Street 
Casa Grande, Arizona 85222 

WATERINFRASTRUCTURE FINANCE AUTHORITY OF 
-. 

‘1. 

. -  
,j Lender 202 E. Earl1 Drive, Suite 480 

Address: Phoenix, Arizona 85012 . .  . .. ~ 

0 Attention: Executive,?@ector 
. 1. 

. I .  

THIS LOAN AGREEME” (as it may be amended or supplemthted &om time to time, this 
“,Ameemenf’) is made and entered into as of the date set forth above by and between Borrower and 
Lender set forth above. Borrower and Lender agree as follows: 

~ 

I 

I SECTION 1. SUMMARY OF LOAN TERMS. On all of the terms and subject to all of 
, 

the conditions set forth in this Agreement, Lender agrees to make a loan (the “Loax-(’) to Borrower. 
The terms and conditions of the Loan include, but are not limited to, the following: ~ 

I 
I (a) Loan Amount:. Up to $157,350.00 
I 
I 

I 
I , 
I (b) Purpose of Loan: An abando~d agricultural well will be rehabilitated, and 

the water fiom that well transported via a six (6) inch transmission main to 
the existing 265,000 gallon storage tank located at Anderson and Trading ’ 

Post Roads creating a blend within safe drinking water standards. From the 

Company and with the construction of a 16,000 foot long transmission main 

I 
I 
I 
I 

I 
I 
I 
I 

I 

centralized storage Eacility, water will be delivered to both Mohawk Water 

to Anderson Brothers Water company customers. 

Combined Interest and Fee Rate: 5.43% 

I 
I 
I 

(c) 

I 



I 
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- - .  - .  - .  
. .  -~ 

(a) Closing Fee: $786.75 (0.5% of Loanhount); see Subsection (b) of Section 
. 4. 

(e) Principal and Interest Repayment Dates: Monthly, commencing January 
15,2000, with the final principal repayment on December 15,2019. 

(0 Debt Service Reserve Fund: Required in the total amount of $12,914.15 by 
December 15,2004, by monthly deposits of $215.24, commencing January 15,2000, and continuing 
on the same day of each Payment Date, subject to adjustment; see Section 6. 

(g) Replacement Reserve Fund: Required monthly deposits to begin January 
15,2005, in the amount of $215.24, annual deposits to total $2,582.83; see Section 7. 

* .  (h) Quarterly Financial Statements ‘from Borrower: Quarterly h a d a l  
statemkts are due within thirty (30) days after the end of each calendar quarter in a format approved 
by the Lender; The quarterly financial statements must be submitted by the Borrower with respect 

such statements of Borrower shall be prepared by Borrower and certified by Borrower‘s chief 
financial officer or treasurer. See Clause (ii) of Subsection (I) of Section 10. 

to each calendar quarter through and including the calendar quarter ending December 3 1.1999, All 

) 

(i) Annual Financial Statements from Borrower: Annual financial statements 
are due widin one-hundred and eighty (1 80) days aRer the end of each fiscal year of Borrower in 

. - a format approved by the Lender. All such statements of Borrower shall be prepared by Borrower 
and certified by Borrower‘s chief financial officer or treasurer. See Clause 0 of Subsection 0 of 
Section 10. I. 

<. .:: .. ’ 

I 1. .. . 
(j) 

(k) 

Fiscal Year of Borrower: From Jah;Bry 1 to December 31 of each year. 

Limit on Other Borrowings and Leases Without Lender Consent: 
$50,000.00; see Subsections (a) and (f) of Section 11. 

0) Subordinated Creditors: James W. Little; see Clause (x) of Subsection (a) 
of Section 8. 

(m) Borrower Deposit Account: Demand Deposit Account in the name of 
Borrower, Account number 600-652-00l,2 maintained with The Bank o f Casa Grande Valley. 

SECTION 2. THE LOAN. Subject to the t& and conditions of this Agreement, Lender 
agrees to make the Loan to Borrower by means of one or more advances ( “ ~ ~ ’ ’ )  in an 
aggregate principal amount not to exceed the Loan Amount (the ‘‘,G!XQIQ ’tmenf’), The unadvanced 
portion of the Commitment shall expire on but not include the earliest of (I) the date on which the 
Loan has been llly advanced by Lender, or @) the first Principal Repayment Date set forth in the 
Statement of Terms. The obligation of Borrower to repay the Loan is evidenced by the Promissory 

2 
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Note, dated of even date herewith, of Borrower payable to Lender, as it may be amended, modified, 
extended, renewed, restated, or supplemented from time to &e (the “&@‘). In the event of a 
conflict between the Note and this Agreement, the terms of this Agreement shall be deemed 
controlling. The Loan shall not constitute a revolving loan,. and amounts repaid may not be 
reborrowed. 

SECTION 3 ADVANCES. Lender may disburse funds by check, by electronic means or 
by means of magnetic tape or other transfer medium. In making Advances, Lender shall be entitled 
to rely upon, and shall incur no liability to Borrower in action upon, any request made by a person 
identifying himself or herself as one of the persons authorized by Borrower to request Advances. 
Advances of the Loan will be made only upon satisfaction of the conditions set forth in this 
Agreement, including the following: 

(a) Lender has received a draw request ftom Borrower, in form and substance 
satisfactory to Lender, not less than ten (10) days prior to the date for which such Advance is 
requested, specifying the amodt and purpose of the Advance requested. Lender will furnish an 
acceptable form of draw request to Borrower. Lender may revise the form of draw request fiom time 
to time. 

, 
I 

(b) Except as hereinafter provided, disbursements shall be - made only upon 
~ ~ a t t t h o p i z e a e f f i c e r o f f K f l d  er that sucb. disbursement is proper. An authorized 

, . officer of Lender shall approve disbursements in payment of the invoices, demands for payment, 
. approved contractors’ estimates or other evidence of cost incurrence directly to the persons or 

I 

, 
I 

1 . :  

I 
I 
I 
I 
I *. 
I 

entities entitled to payment or to Borrowercin the case of reimbursement for costs of services 
already paid, and shall provide Borrower with a copy of the approval and the date approved. 

I x ,.- ’ 

. .. 
I I (c) Lender has received such other items or documents as Lender may reasonably 
I require. 
I 
I , 
I 
I 

SECTION 3. PAYMENT OF PRINCIPAL, INTEREST AM) FEES. 

(a) Principal and Interest. The outstanding principal balance of the Loan, 
together with all unpaid accrued interest due under the Note, shall be paid by “automatic debit” fiom 
the Borrower Deposit Account. 

(i) Loan Repayment Schedde. Borrower shall pay to Lender the 
mounts shown in the Loan repayment schedule in Scfkdule 1 hereto on or before the dates shown 
in Schedule I. as the same may be adjusted as provided below to reflect the revised prhcipd 
repayment schedule of the Loan. At the expiration of the Commitment, if the total amount of the 
Advances is less than the maximum Loan Amount, the amount of each principal installment due as 
set forth in the Loan repayment schedule contained in Schedule 1 shall be adjusted based on (A) the 
principal balance then outstanding, (l3) the amortization schedule as provided in Schedule 1. and Q 
the Combined Interest and Fee Rate. Upon such adjustment, Lender shall compute the adjusted 

3 , 
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- .  . .  

interest payment amounts for each Payment Date to reflect the adjusted principal mounts and shall 
enter the results in the Loan repayment schedule and furnish the revised schedule to Borrower. 

(ii) Prepayment. Borrower may prepay the Loan, in whole, or in part in 

Prepayment shall not alter the repayment schedule except to the extent that the final principal 
repayment date and the final interest repayment date shall be aected thereby, 

I increments of principal of not less than $5,000.00, at any time without premium or penalty, 

(iii) Application of Payments. AbseDt a default under the Note or this . 
Agreement, any payments received by Lender shall be applied first to sums, other than principal and 

. interest, due Lender, next to the payment of all interest accrued to the date of such payment, and the 
bdance, if any, to the payment of principal. Any payments received by Lender after any Event of 
Defd t  shall be applied to the mo&ts specified in this paragraph in such order as Lender may, in 
its soie discretion, elect. 

. 
. 

(iv) Late Payments. If any payment of interest andor principal is not 
received by Lender when such payment is due, then, as additional remedies, (a) a late charge of six 
percent (6%) of the mount due and unpaid will be added to the delinquent amount for any payment 
past due in excess of fifteen (1 5 )  days and (b) all past due payments of principal andor interest shall 
bear interest from their due date until paid at the an annual rate equal to the sum of 0 six percent 
(6%) and (ii) the Interest Rate specified in Section 1, payable on demand. 

\ 

. .  
I a .  (v) Calculations of Interest. Interest shall be calculated on the actual 

number of days each Advance is outstanding on the basis of a year consisting of 360 days. In 
calculating interest, the date each Advance is made shall be &luded and the date each such Advance 

L- 

. I .  . I .  is repaid shall be excluded. 

(vi) Payment on Maturity Date. On the.fhd Principal Repayment Datey 
Borrower shall make one (1) final payment of principal, accrued and unpaid interest, and all other 
amounts due and payable hereunder and under all of the Loan Documents. 

(b) Ciosing Fee, As ad&tional consideration for the Loan, Borrower agrees to 
pay to Lender a Closing Fee of one half of one percent (0.5%) of the maximum Loan amount, which 
shall be non-refundable to Borrower, shall be held and retained by Lender as its sole property, and 
shall not be applied to any payments due under the Loan Documents. , 

I 
I 
I 
I SECTION 4. LOAN AND SECUIUTY DbGUMENW. TheLoanshallbesecuredbythe 

Continuing Security Agreement of even date herewith executed by Borrower for the benefit of 
Lender (the ‘‘Continuine Security Agr eemea”) granting Lender a security interest in the collateral 
described therein and the Cash Collateral Agreement of even date herewith by and between 
Borrower and Lender (the ‘‘e- e 4’’) providing for the holding of, and granthg 
Lender a security interest in, the Debt Service Reserve Fund and the Replacement Reserve Fund (as 
hereinafter described). The Continuing Security Agreement and the Cash Collateral Agreement, and 

4 
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I 
I 
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1 
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any other agreements, documents or instruments securing the Loan are referred to as the “Securiq 
Doctimentf. This Agreement, the Note, the. Security Documents and any other agreements, 
documents or instruments evidencing, securing or otherwise relating to the Loan are referred to as 
the “ -Documents“. 

SECTION 5. DEBT SERVICE RESERVE F”D. 

. (a) The deposits required pursuant to Subsection ( f )  of Section 1 of this 
Agreement shall be automatically debited from the Borrower Deposit Account along with 
Borrower’s regularly scheduled payments of principal and interest. The amount allocated to the 
Debt Service Reserve Fund shall be administered and invested by the Lender and allocated to the 
Borrower (the “Debt Service Reserve Fund‘’). Amounts therein shall secure payment to Lender of 
Loan repayments payable under the. Loan Documents pursuant to the Cash Collateral Agreement. 
The regularly scheduled deposits into the Debt Service Reserve Fund shall be in an amount, as 
determined by Lender, so as to accumulate over five (5) years an amount qual to the highest amount 
of Loan repayments by Bokower’in any fiscal year as skown in the Loan repayment schedule, which 
Borrower and Lender agree is the initial amount of the debt service reserve requirement (the ‘‘&& 
senrice Reserve Rea_ uiremenf’) for the Loan. Initially, the amount of the Debt Service Reserve 
Requirement and the amount of the required periodic build up are set forth in Section 1. The amount 
of the Debt Service Reserve Requirement and the amount of the required periodic - -- build UP w U  
adjusted to reflect any adjustment u i % e h x m m e n t  sche&iIC-- 

. @) For so long as the Loan is outstanding, if on any Payment Date or Principal 
Repayment Date Borrower has not paid to Lender an amount equal to the amount of principal and 
interest due on the Loan pursuant to this Agreement, Boqower hereby consents and directs the 
Lender to transfer, the amount of the deficiency fiom the Deljt Service Reserve Fund to the payment 
of any amounts due. Borrower shall then cause to be delivered to Lender for deposit to the Debt . 
Service Reserve Fund after provision is made for payment of amounts which have become due under 
this Agreement an amount sufficient to cause the amount credited to the Debt Service Reserve Fund 
to be at least equal to the amount then required to be on deposit therein. 

- *  . .  

. 

. 

’ .  

(c) The Lender may commingle funds of Borrower with other funds but shall 
keep adequate and accurate records of moneys and investment earnings on amounts credited to the 
Debt Service Reserve Fund. Borrower shall pay the reasonable fees and charges of the Lender for 
administering the Debt Service Reserve Fund from investment earnings on amounts credited to the 
Debt Service Reserve Fund in an amount not to exceed 10% of investment earnings. The Lender will 
not assess any fees and charges in connection with &’inistering the Debt Service Reserve Fund. 

Not less than annually, Lender shall deliver to Borrower an accounting of the 
Debt Service Reserve Fund, indicating the principal amount therein, and net annual investment 
earnings (investment earnings less administrative costs and fees pursuant to Clause 8 of Section 
6) (the “Net Earning$’). Net Earnings shall be applied not less than quarterly as a prepayment of 

(d) 

I 5 



principal pursuant to Clause (hi of Subsection (a) of Section 4 of this Agreement, notwithstanding 
that the prepayment is less than $5,000.00. 

(e) When all amounts payable by Borrower under this Agreement have become 
due, and all such amounts have been paid, the Lender may transfer to Borrower all monies and Net 
Earnings credited to the Debt Service Reserve Fund. 

SECTION 6. RIEPLACEME” RESERVE FUND. 

(a) Borrower shall establish a separate account to secure payment to Lender of 
Loan repayments payable undq the Loan Documents (the “Replacement Reserve Fund”). The 
Replacement Reserve Fund shall be held and administered by the Borrower in an account which is 
acceptable to Lender pursuant to the provisions of the Cash Collateral Agreement. Borrower shall 
cause to be deposited on or before the first business day of each month commencing with the sixty- 
first (61st) month following the month in which the first Advance occurs amounts at least equal to 
one-twelfth (1/12th) of twenty percent (20%) of the highest bount  of Loan repayments by 
Borrower in any fiscal year as shown in the Loan repayment schedule. Initially, the amount of the 
, required monthly deposit and the aggregate annual deposits are set forth in Section 1. The amount 
of the required monthly deposit will be adjusted to reflect any adjustment of the Loan repayment 
schedule. 

(b) For so long as the Loan is outstanding, if no Event of Default, and no event 
. -._ or occurrence which, with the giving of notice or the passage of time or‘both, would become and 

Event of Default (an “Unmatured Even t of Default”), has occurred and is continuing, Borrower h m  
time to time may withdraw moneys from the Replacement Reserve Fund and apply the moneys 
withdrawn for one or more of.the following purposes:.$) for the acquisition of new, 9s the 
replacement of obsolete or worn out, machinery, equipment, furniture, fixtures or other personal 
property for the drinking water system. provided that the property is depreciable; (ii) for the 
performance of repairs with respect to the drinking water system which are of an extraordinary and 
non-recurring nature provided that the propew is depreciable; (iii) for the acquisition or construction 
of additions to or improvements, extensions or enlargements to, or remodeling of, the drinking water 
system provided that the property is depreciable; and/or (iv) to make gayments to Lender on the 
Loan. 

. .  .. . , 

. 

(e) For so long as the Loan is outstanding, if on any Payment Date or Principal 
Repayment Date Borrower has not paid to Lender a~ amount equal to the amount of principal and 
interest due on the Loan pursuant to this Agreement,‘ayd the Debt Sedce Reserve Fund does not 
hold sufficient moneys to cover the deficiency, Lender will direct the Borrower to transfer, and 
Borrower hereby consents to transfer, the amount of the deficiency fiom the Replacement Reserve 
Fund to Lender. 

(d) The Lender shall require .that the Borrower shall keep adequate and accurate 
records of moneys, investments and investment earnings on amounts credited to the Replacement 



Reserve Fund. Lender shall have the right to audit the records of the Borrower insofar as they 
pertain to the Replacement Reserve Fund. 

SECTION 7. CONDITIONS PRECEDENT. 

(a) Conditions Precedent to Initial Advance. This Agreement and Lender’s 
obligation to and make the initial Advance shall become effective only upon satisfaction, at 
Borrower‘s sole cost ahd expense, of the following conditions precedent, as detmined by Lender 
in its absolute and sole discretion on or before the date of suchAdvance: 

(i) ’ Loan Documents. That Lender receive duly executed originals of this 
Agreement, the Note, the Security Agreement, the Cash Collateral Agreement and a l l  other 
instruments and documents contemplated hereby. 

(ii) ’ Corporate Ehtence and Authorization. That Lender receive copies 
of (A) all corporate resolutions, documents and proceedings of Borrower authorizing the execution, 
delivery, and.performance of the Loan Documents to which it is a party, certified to be true and 
correct by the Secretary of Borrower; (B) Borrower’s Articles of Incorporation, with all amendments 
certified by the Arizona Corporation Commission; 0 certificate as to Borrower’s good standing fiom 
the Arizona Corporation Commission and (D) Borrower’s Bylaws with all amendments certified by 

. 

-~ - ~ the SecretaydBmower. ~~ ~~ ~ 

(iii) Approvals, That Lender receive evidence satisfactory to it that all 
consents and approvals which are necessary for, or requited as a condition of, the validity and 
enforceability of the Loan Documents h v e  been obtained 

- .  

are in fill1 force effect. 
. I. 

(iv) Opinion of Counsel. That Lender receive an opinion of counsel for 
Borrower (who shall be acceptable to Lender) in form and content acceptable to Lender in 
substantially the form attached hereto as Exhibit A. 

(v) Perfection and Priority of Liens. That Lender receive evidence 
satisfactory to it that Lender has, as of the date of the initial Advance, a duly perfected security 

. interest on all security provided for herein. 

(vi) Permits. That Lender receive evidence satisfactory to it that Borrower 
possesses all necessary operating permits, authorizations, approvals, and the like which are material 
to the conduct of Borrower’s business or which may btherwise be required by law. 

. 

. 

(vii) Fees, Expenses. That Borrower pay the fee set forth in Subsection 
(b) of Section 4 hereof, pay the costs and expenses to obtain, perfect and deterfnine the priority of 
any security hereof. Further, if all costs and expenses of this transaction are not known at the time 
of the initial advance, Borrower agrees to pay such costs and expenses upon demand. 

7 



(viii) Insurance. That Lender receive evidence of insurance in such amount 
and covering such risks as are usually carried by companies engaged in the same or similar business. 

(ix) Debt Service Reserve and Replacement Reserve. That Lender 
receive evidence that Borrower has established the Debt Service Reserve Fund and Replacement 
Reserve Fund as required in Sections 6 and 7 hereof. 

(x) Subordination Agreement. That Lender receive a Subordination 
Agreement, in form and substance satisfactory to Lender, fully executed by the Borrower and the 
Subordinated Creditors referenced in Section 1. 

. 

(b) Advances Generally. Lender’s obligation to make each Advance hereunder, 
including the initial Advance, is subject to the satisfaction of each of h e  following conditions 
preckdent on or before the date of such Advance 

(i) Event of Default. That no Event of Default (as that term is defined 
in Section 12 here0.l) exists, and that there has occurred no event which with the passage of time or 
the giving of notice, or both, could become an Event of Default (a “Default”). 

(ii) Continuing Representations and Warranties. That the 
representation and warranties of Borrower contained in this Agreement be true and correct on and 
as of the date of the initial Advance and each subsequent Advance as though made on and as of such 

.. date. 

(iii) Other Items. That Lender rqceive such other items or documents as . .. 
Lender may reasonably require. . .. 

SECTION 8. REPRESENTATIONS AND WARRANTIES. 

(a) Organization; Power; Etc. Borrower (I) is duly organized, validly existing, 
and in good standing under the laws of its state of incorporation; (ii) is duly qualified to do business 
and is in good standing in each jurisdiction in which the transaction of its business makes such 
qualification necessary; (iii) has all requisite corporate and legal power to own and operate its assets 
and to carry on its business and to enter into and perform the Loan Documents to which it is a party, 
(iv) has duly and lawfully obtained and maintained all licenses, certificates, permits, authorizations, 
approvals, and the like which are material to the conduct of its business or which may be otherwise 
required by law; (v) is eligible to borrow fiom Lende;;, 

@) Due Authorization; No Violations; Etc. The execution and delivery by 
Borrower of, and the performance by Borrower of its obligations under, the Loan Documents have 
been duly authorized by all requisite corporate dction on the part of Borrower and do not and will 
not (I) violate any provision of any law, rule, or regulations, any judgment, order or ruling of any 
court or governmental agency, the articles of incorporation or bylaws of Borrower, or any agreement, 



. -  - - .  . .- . 

indenture, mortgage, or other instrument to which Borrower is a party or by which Borrower or any 
of its properties is bound or (ii) be in conflict with, result in a breach OK or constitute with the giving 
of notice or lapse of time, or both, a default under any such agreement, indenture, mortgage, or other 
instrument. No action on the part of any member or shareholder of Borrower is necessary in 
connection with the execution and delivery by Borrower of and the performance by Borrower of its 
obligations under the Loan Documents except for actions which have occurred. 

I 
1 

(c) Consents. No consent, permission, authorization, order, or license of any 
governmental authority is necessary in connection with the execution, delivery, performance, or 
enforcement of the Loan Documents to which Borrower is a party, except such 8s have been 
obtained and are in full force and effect. 

(d) Binding Agreement. Each of the Loan Documents to which Borrower is a 
party is, or when executed and delivered will be, the legal, valid, and binding obligation of Borrower, 
enforceable in accordance with its terms, subject only to limitations on enforceability imposed by 
applicable bankruptcy, hsolvency, reorganization, moratorium, or similar laws affecting creditors’ 
rights generally. 

(e) Compliance with Laws. Borrower is in compliance in all material respects 
with all federal, state, and local laws, rules, regulations, ordinances, codes, and orders (collectively, 

___ “Law$), t . b & i h e  to compfy with whi&----’t”------”---L a rrdverse-rh e concunon, 
. financial or otherwise, operations, properties, or business of Borrower, or on the ability of Borrower 

I -. to perform its obligations under the LoanDocuments, except as Borrower has disclosed on Schedule 
2 attached hereto. 

1 .  . > .  

(f) Environmental Compliance. Without limiting the provisions of Subsection 
(e) above, all property owed or leased by Borrower and all operations conducted by it are in 
compliance in all material respects with all Laws relating to environmental protection, the failure 
to comply with which could have a material adverse effect on the condition, financial or otherwise, 
operations, properties, or business. of Boirower, or on the ability of Borrower to perform its 
obligations, under the Loan Documents, except as Borrower has disclosed on Schedule ‘;1 attached 
hereto. 

(g) Litigation. There are no pending legal, arbitration, or governmental actions 
or proceedings to which Borrower is a party or to which any of its property is subject which, if 
adversely determined, could have a material adverse effect on the condition, financial or otherwise, 
operations, properties, or business of Borrower, or $n the ability of Borrower to perform its 
obligations under the Loan Documents, and to the best of Borrower’s knowledge, no such actions 
or proceedings are threatened or contemplated, except as Borrower has disclosed on Schedule 2 
attached hereto, 



!. . I 
. &. .<  

e e 
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(h) Title to Property. Borrower holds good and marketable title to all of its real 
property and owns all of its personal property fiee and clear of any lien or encumbrance, except the 
liens and encumbrances specifically identified on.$chedule 2 attached hereto. 

(i) Financial Statements; No Material Adverse Change; Etc. All financial 
statements submitted to Lender in connection with the application for the Loan or in connection with 
this Agreement fairly and fully present the financial condition of Borrower and the results of 
Borrower’s operations for the periods covered thereby, and’ are prepared in accordance with 
generally accepted accounting principles for regulated utilities (“GkAP”) consistently applied. 
Since the dates thereof, there has been no material adverse change in the financial condition or 
operations of Borrower. All budgets, projections, feasibility studies, and other documentation 
submitted by Borrower to Lender are based upon assumptions that are reasonable and realistic, and 
8s of the date hereof, no fact has come to light, and no event or transaction has occurred, which 
would cause any assumption made therein not to be reasonable or realistic. 

0) Principal Place of Business; Records. The principal place of business and 
chief executive office of Borrower and the place where the records required by Subsection (g) of 
Section 10 hereof are kept is at the business office street address of Borrower Shawn on the first 
page hereof. 

(k) Subsidiaries. Borrower has no subsidiary, except as‘Borrower has disclosed 

Water Rights and System Condition. Borrower has water rights with such 
amounts, priorities and qualities as are necessary to adeqmtely service Borrower’s customers and 
members. Borrower controls, owns, or has access to all’such water rights free and clear of the ‘ 
interest of any third party and has not suffered or permitted any transfer or encumbrance of such 
water rights, and has not abandoned such water rights, or any ofthem, nor has done any act or thing 
which would impair or cause the loss of any such water rights. Borrower’s utility facilities 
reasonably meet present demand in, all material respects, are constructed in a good agd workmanlike 
manner, are in good working order and condition, and comply in all respects with applicable laws. 

Rate Matters. Borrower’s rates for the provision of water services have been 
approved, if applicable, by the Arizona Corporation Commission and any and all other necessary 
governmental regulatory authorities, including without limitation, each public service commission 
or public utilities commission, which may have jurisdiction over the operations and rates of 
Borrower. Further, there are no pending, nor to Borrowp’s knowledge any threatened, proceedings 
before any governmental authority the objective or result of which is or could be to materially reduce 
or otherwise materially change adversely any of Borrower’s rates for the provision of water andor 
waste water services. 

. on Schedule 2 attached hereto. 
- .  

(l) 

(m) 
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SECTION 9. AFFIRMATIVE COVENANTS. . 

Unless otherwise agreed to in writing by Lender, while this Agreement is in effect, whether 
or not any Advance is outstanding, Borrower agrees to: 

(4 Corporate Existence. Preserve and keep in full force and effect its 
corporate existence and good standing in the jurisdiction of its incorporation and its good standing 
and qualification to transact business in all places required by law. 

(b) Compliance with Laws and Agreements. Comply in all material respects 
with (I) all Laws, the failure to comply with which could have a material adverse effect on the 
condition, financial or otherwise, operations, properties, or business of Borrower, or on the ability 
of Borrower to perform its obligations under the Loan Documents; and (ii) all agreements, 
indentures, mortgages, and other instruments to which it is a party or by'which it or any of its 
property is bound. 

(c) 

I 

Compliance with Environmental Laws. Without l i i t ing the provisions 
of Subsection (b) abcve, comply in all material respects with, and cause all persons occupying or 
present on any properties owned or leased by Borrower to so comply with all Laws relating to 
environmental protection, the failure to comply with which could have a material adverse effect on 

~ ~~ the condition, fmancial or otherwise, operations, properties, or business of Borrower, or on the 
.ability of Borrower to perform its obligaiions under the Loan Documents. 

Licenses; Permits; Etc. Duly and lawfblly obtain and maintain in kll force 
and effect all licenses, certificates, permits, authorizations, approvals, and the like which are material 
to the conduct of Borrower's business or which may be otherwise required by law. 

I ' I  

1 .  I 

(d) 

(e) Insurance. ~ t a i n  insurance with insurance companies or associations 
acceptable to Lender in such amounts and covering such risks as are usually carried by companies 
engaged in the same or similar business and similarly situated, and make such incfeases in the type 
or amount of coverage as Lender may request. All such policies insuring any collateral provided for 
herein, shall provide for loss payable clauses or endorsements in form and content acceptable to . 
Lender. At the request of Lender, all policies (or such other proof of compliance with this Section 
as may be satisfactory) shall be delivered to L 

0 Property Maintenance, Maintain and preserve at all times its property, 
and each and every part and parcel thereof, in good'repair, working order and condition and in 
compliance with all applicable laws, regulations and eiders. * 

(g) Books and Records. Keep adequate records and books of account in 
accordance with GAAP consistently applied. 

I 11 
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(h) Inspection. Permit Lender or its agents, during normal business hours or 
at such other times as the parties may agree, to examine Borrower's properties, books, and records, 
and to discuss Borrower's affairs, finances, operations, and accounts with its respective officers, 
directors, employees, and independent certified public accountants. 

Reports and Notices. Furnish to Lender. 0) 

. (i) Annual Financial Statements. As soon as available, but in no event 
later than the number of days set forth in Section 1 after the end of any fiscal year of Borrower 
occurring during the term hereof, &ual financial statements of Borrower prepared in accordance 
with GAAP consistently applied. ' Such annual financial statements shall: (I) be prepared in 
reasonable detail and in comparative form; and (ii) include a balance sheet, a statement of income, 
as statement of retained earnings, .a. statement of cash flows, and all notes i d  schedules relating 
thereto. 

(ii) Quarterly Financial Statements. As soon as available but in no 
event more than the number of days set forth in Section lb after each quarter end for so long as 
required under Section 1, a balance sheet, a statement of income for such quarter and for the period 
yeaf to date, and such other quarterly statements as Lender may specifically request, which quarterly 
statements shall include any and all supplements thereto. 

(ii) Notice of Default. Promptly after becoming aware thereof, a notice 
.. of (I) the occurrence of any Default or (ii) the occurrence of any breach, default, event of default, or 

event which with the giving of notice or lapse of tiine, or both, could become a breach, default, or 
event of default under any agreement, indenture, mortgage, qr other instrument (other than the Loan 
Documents) to which it is a party or by which it or any of its property is bound or affected if the 
effkct of such breach, default, event of default or event iS to accelerate, 'or to permit the acceleration 
of, the maturity of any indebtedness under such agreement, indenture, mortgage, or other instrument; 
provided, however, that the failure of Borrower to give such notice shall not affect the right and 
power of Lender to exercise any and all of the remedies specified herein. 

* (iv) Notice of Non-Environmental Litigation. Promptly after the 
commencement thereof, notice of the commencement of all actions, suits, or proceedings before any 
court, arbitrator, or governmental department, commission, board, bureau, agency, or inshzunentality 
affecting Borrower which, if adversely determined, could have a material adverse effect on the 
condition, financial or otherwise, operations, prope+es, or business of Borrower, or on the ability 
of Borrower to perform. its obligations under the Loah.Documents. ,. 

(v) Notice of Environmental Litigation. Without limiting the provisions 
of Clause (iv) .above, promptly after receipt thereof, notice 'of the receipt of all pleadings, orders, 
complaints, indictments, or other communication alleging a condition that may require Borrower to 
undertake or to contribute to a cleanup or other response under Laws relating to environmental 
protection, or which seeks penalties, damages, injunctive relief, or criminal sanctions related to 

12 



e 
alleged violations of such Laws, or which claims personal injury or property damage to any person 1 
a result of environmental factors or conditions or which, if adversely determined, could have a 
material adverse effect on tbe condition, financial or otherwise, operations, properties, or business 
of Borrower, or on the ability of Borrower to perfom its obligations under the Loan Documents. 

(vi) Regulatory and Other Notices. Promptly after receipt or submission 
thereof, copies of any ‘notices or other communications received from or directed to any 
governmental authority with respect to any manner or proceeding the effect of which could have a 
material adverse effect on the condition, financial or otherwise, operations, properties, or business 
of Borrower, or the ability of Borrower to perform its obligations under the Loan Documents, or 
reveals a substantial non compliance with any law, regulation or rule. 

. 

(vii) Material Adverse Change.. Prompt notice of any mater which has 
resulted or may result ‘in a material adverse change in the condition, fmancial or otherwise, 
operations, properties, or bginess of Borrower, or the ability of Borrower to perform its obligations 
under the Loan Documents. . 

(viii) Compliance CeMicates. Concurrent with each statement required 
. to be W s h e d  pursuant to Clause 0 aboye, a certificate of a responsible officer or employee of the 

Borrower acceptable to Lender (and attached hereto as Exhibit B), certiQing that (I) such fhncial  
--a)atPrnents are pqxwed in amordance with GAXi co nsistenuy applied (except as may be noted 

. therein) and fairly present its financial condition during the periods covered thereby and as of the 
.. dates thereof (subject to normal year-end adjustment); and (ii) setting forth calculations showing 

compliance with the financial covenants set forth in Subsections 0) and (k) below. 

(in) Other Information. Such other information regarding the condition, 
financial or otherwise, or operations of the Borrower as Lender may; from time to time, reasonably 
request. 

. 1.. ‘, 

ci) Debt Service Reserve. Establish upon closing and maintain the Debt 
Service Reserve Fund and the Replacement Reserve Fund (the “lleserves’y) in accordance with the 
provisions hereof. 

or) DSC. Achieve, at each Bscal year end a Debt Sewice Coverage Ratio 
(“E) of 1.20. For the purposes of this Section, DSC shall be computed by adding net income 
plus interest expense, depreciation and amortization expenses and dividing the total by the sum of 
principal and interest payments required during the peridd. In the computation of net income, gains 
and losses and any taxes or reduction of taxes resulbng fiom the sale or other disposition or 
abandonment of capital assets, or fiom increases or decreases in value of capital assets, or fiom the 
retirement or reacquisition or resale or reissuance of debt or capital stock, shall be disregarded. 

. 

. 

(1) Use of Dividends and Surplus Revenues. Retain all existing capital and 
retained earnings in the business and retain all revenue which may accumulate over and above that 

13 
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needed to pay operating, maintenance, debt service, and Reserve requirements; or use same to reduce 
obligations due creditors; or invest same for capital expenditures related directly to Borrower's 

- 

ability to provide services to users. 

(m) Water Rights. Maintain or procure water rights with such amounts, 
priorities and qualities as are necessary to service adequately Borrower's customers and members. 
Borrower will continue to control, own or have access to all such water rights fiee and clear of the 
interest of any'third party, will not suffer any transfer or encumbrance of such water rights, will not 
abandon such water rights, or any of them, nor do any act or thing which would impair or cause the 
loss of any such water rights. 

(n) Operation and Maintenance of System. Borrower covenants and agrees 
that it shall, in accordance with prudent utility practice, (a) .at all times operate the properties of the 
water. system and any business in connection therewith in an efficient manner, (b) maintain its 
drinking water system in good repair, working order and operating condition, and 0 from time to 
time make all necessary and proper repairs, renewals, replacements, additions, betterments and 
improvements with respect to its drinking water system so that at all times the business carried on 
in connection therewith shall be properly and advantageously conducted. 

(0) ArchaeoIomcaI Artifact$. In the event that archaeological artifacts or 
historical resources are discovered during construction excavation of the project, Borrower shall stop 
or cause to be stopped construction actidies and will noti@ the State Historic Preservation Office, 

-. and Lender of such discovery. 
. .  

a e et.. Borrower covenants that, to the extent J ! ! R ~  W t r A 
legally applicable, the project will meet the requirements of the federal Safe Drinking Water Act in 
effect on the date of Loan closing and any amendments thereto that may retroactively apply to the 
Loan, and Borrower agrees that the project'will comply with applicable provisions of those federal 
laws and authorities listed below: 

. .  (PI ' 

~ I R O M E B T & :  

1. 

2. 

Archeological and Historic Preservation Act of 1974, Pub. L. 85-523, as amended. 

Clean Air Act, Pub. L. 84-159, as amended. 

3. 

4. 

Coastal Barrier Resources Act, Pub. L.97-348. 

Coastal Zone Management Act, Pub. L. 92-583, as amended. 

5. 

6.  

Endangered Species Act, Pub. L. 93-205, as amended. 

Environmental Justice, Executive Order 12898. 





5.  

6. 

7. 
I 

8. 

9. 

e e 
- - -  .- - -  . - .  

The Drug-Free Workplace Act of 1988, Pub. L. 100-690 (applies'only to the 
capitalization grant recipient). 

Equal Employment Opportunity, Executive Order 1 1246. 

Women's and Minority Business Enterprise, Executive Orders 11625,. 12138 and 
12432. 

Section 129 of the Small Business Administration Reauthorizatiorl and Amendment 

Anti-Lobbying Provisions (40 CFR Ptyt 30) (applies only to capitalization grant 
recipients). 

Act of 1988, Pub. L. 100-590. 

(4) MBE, WBE, SBRA Monitoring and Reporting. Minority Business 
Enterprise WE), Women Business Enterprise (WBE), Small Business Enterprise in a Rmal Area 
(SBRA) reporting is a requirement for contracts that are funded in whole, or in part, by Lender 
monies. If a contract is awarded pursuant to this Loan Agreement the local borrower shall be bound 
to supply the required reports to Lender. Failure to do so may result in delay of payments to 
contractor andor termination of contract. Guidance for completing the required reports will be 
supplied to Borrower by Lender. 

' 

SECTION 10. NEGATNE COVENANTS. - .  
* .  

Unless otherwise agreed to in writing by Lender, while this Agreement is in effect, wether 
. .  or not any advance is outstanding, Borrower shall not: . > .  

(4 Borrowings. Create, incur, assume, or allow to exist, directly or indirectly, 
any indebtedness or liability for borrowed money, for the deferred purchase price of property or 
services, or for the lease of real or personal property which lease is required to be capitalized under 
GAAP or which is treated as an operating lease under regulations applicable to the Borrower but 
which otherwise would be required to be capitalized under GAAP (a ''- e '9, except for 
(I) accounts payable to trade creditors and current operating liabilities (other than for borrowed 
money) incurred in the ordinary course of Borrower's business, and (ii) Capital Leases, the aggregate 
amount of which does not exceed at any one time the amount set forth in Section 1 hereof. 

(b) Liens. Create, incur, assume,'qr allow to exist any mortgage, deed of trust, 
deed to secure debt, pledge, lien, (including the lien of an attachment, judgment, or execution), 
security interest, or other encumbrance of any kind upon any of its property, real or personal. The 
foregoing restrictions shall not apply to 0 liens in favor of Lender; (ii) liens for taxes, assessments, 
or governmental charges that are not past due; (iii) liens, pledges, a d  deposits under workers' 
compensation, unemployment insurance, and social securitjlaws; (iv) liens, deposits, and pledges 
to secure the performance of bids, tenders, contracts (other than contracts for the payment of money), 
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and like obligations arising in the ordinary course of borrower’s business as conducted on the date 
hereof; and (v) liens imposed by law in favor of mechanics, materialmen, warehousemen, and like 
persons that secure obligations that are not past due. 

. (4 Mergers; Acquisitions; Etc. Merge or consolid any other entity, 
or acquire all or substantially all of the assets of any person or entity, or form or create any’new 
subsidiary or affiliate, or commence operations under any other name, organization, or entity, 
including any joint venture. Notwithstanding the foregoing, Lender hereby consents to the merger 
of Borrower with Anderson Water Company., Inc., subject to the approval thereof by the Arizona 
Corporation Commission and subject to Borrower continued existence as the surviving corporation, 
provided, no Event of Default hereunder or under any of the Loan Documents shall have occurred 
and be continuing and no event shall have occurred and be continuing which, with the giving of 
notice or the passage of time, or:both, would give rise to an Event of Default hereunder or 
thereunder. Borrower agrees to notify Lender within thirty (30) days of the date the merger becomes 
effective. 

(4 Transfer of Assets. Sell, transfer, lease, or otherwise dispose of any of 
Borrower’s assets, except in the ordinary come of its business or to effect any change in ownership. 

(e) Change in Business. Engage in any business activities or operations * 

sdstai ia l ly  difFerent form orunrd&& to Borrower’s present business activities or operations. 

(9 Leases. Create, incur, assume, or permit to exist any obligations ai lessee 
for the rental or hire of any real or personal property, except leases which do not in the aggregate 
require Borrower to make payments (including, without lipitation, taxes, insurance maintenance, 
and other charges) in any fiscal year of Borrower occurring hiking the term hereof in excess of the 
amount set forth in Section 1 hereof. 

(g) Reserves. Apply, or permit the application of, amounts on deposit in, or 
required by the provisions of this Agreement to be on deposit in, the Debt Service Reserve Fund 
andlor the Replacement Reserve Fund except in accordance with the provisions of this Agreement. 

SECTION 11. EVENTS OF DEFAULT. 

Each of the following shall constitute an “Event of Default” hereunder: 
. 1  

(a) Paynient Default. Failure by’E$om>wer to make any payment or investment 
required to be made hereunder, under the Note, or under any other Loan Document when due. 

(b) Representations and Warranties. Any representation or warranty made 
by Borrower herein or in any other Loan Document shall prove to have been false or misleading in 

, any material respect on or as of the date made, including deemed made in connection with each 
Advance. 



-- . . - .  . .  - .  . .  

I 
I 

I (c) Certain Affirmative Covenants. Failure by the Borrower to perfom or 
comply with any covenant set forth in Section 10 hereof (other than Subsections (iii), (iv), (v), and 
(vi), and such failure continues for fifteen (15) days after written notice thereof shall have been 

I 
I 

I 

delivered by Lender to Borrower. 

(d) 

. .  
, 

Other Covenants and Agreements. Borrower should fail to perform or 
, comply with any other covenant or agreement contained herein, including, without limitation, my 
covenant excluded under Subsection 8 above. 

(4 Cross-Default. Borrower should, after any applicable grace period, breach 
or be in default under the terms of any agreement (other than the Loan Documents) between 
Borrower and Lender, including, dthout limitation, any other loan agreement, security agreement, 
mortgage, deed to secure debt, or deed of trust. 

/ 

( f )  Other Indebtedness. The occurrence of any breach, default, event of 
default, or event which with the giving of notice or lapse of time, or both, could become a default 
or event of default under any agreement, indenture, mortgage, or other instrument by which 
Borrower or any of its property is bound or af3ected (other than the Loan Documents) if the effect . 
of such breach, default, event of default or event is to accelerate, or to permit the aceeleration of, the 
maturity of any indebtedness under such agreement, indenture, mortgage, or other instrument. 

. i  \ (g) Judgments. Judgments, decrees, or orders for the payment of money in 
the aggregate in excess of the amount set forth in Section 1 hereof shall be rendered against 
Borrower and either (I) enforcement proceedings shall.,have been commenced; or (ii) such 
judgments, decrees, and orders shall continue unsatisfied arid in effect for a period of twenty (20) 
consecutive days without being vacated, discharged, satisfied, or stayed pending appeal. 

(h) InsoIvency; Etc. Borrower: (I) shall become insolvent or shall generally 
not, or shall be unable to, or shall admit in writing its inability to, pay its debts as they come due; 
or (ii) shall suspend its business operations or a material part thereof or make an assignment for the 
benefit of creditors; or (G) shall apply for, consent to, or acquiesce in’ the appointment of a trustee, 
receiver, or other custodian for it or any of its property or, in the absence of such application, 
consent, or acquiescence, a trustee, receiver, or other custodian is so appointed; or (iv) shall 
commence with respect to it or have commenced against it any proceeding under any bankruptcy, 
reorganization, arrangement, readjustment of debt, dissolution, or liquidation law or statute of any 
j tpisdiction. , 

(i) Material Adverse Change. Any material adverse change occurs, as 
I reasonably determined by Lender, in Borrower’s condition, financial or otherwise, operations, 

properties, or business or Borrower’s ability to perform its obligations under the Loan Documents. 
I 

I 
I 

SECTION 12. REMEDIES UPON EVENT OF DEFAULT. 
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Upon the occurrence of and during the continuance of each and every Event of Default: 

the rights and remedies provided for in the Note. Each and every one of such rights and remedies 

I 

I possession or under its control. 
I __ + -  
I 
1 .  

I 

(c) Application of Payments. After termination and acceleration of the Loan 
-. all amounts received by Lender shall be applied to the amounts owing hereunder and under the Note 8 .  I : , , '  

in whatever order and manner as Lender shall in its sole discretion elect. 
1~ , .. . 1 .  . .. 

SECTION 13. SURVIVAL. The representations, warranties, and covenants of Borrower 
in the Loan Documents shall survive the execution and delivery of the Loan Documents and the 
making of the Loan. 

SECTION 14. INTEGRATION, CHANGE, DISCFfARGE, TIERMINATION, OR 
WAIVER. The Loan Documents contain the entire understanding and agreement of Lender and ' 

Borrower and supersede all prior representations, wmanties, agreements, arrangements, and 
understandings. No provision of the Loan Documents may be changed, discharged, supplemented, 
terminated, or waived except in a Writing signed by Lend& and Borrower. No waiver of any breach 
or default shall be deemed a waiver of any breach or default occurring thereafter or a Waiver of the 
time of the essence provision. 

SECTION 15. PARTIES AND BINDING EFFECT. Tnis Agreement is made solely 
between Lender and Borrower, and no other Person shall have any .rights hereunder or be a 
third-party beneficiary hereof. This Loan Agreement shall be binding upon the undersigned, and 
upon the heirs, legal representatives, successors and assigns of the undersigned; and to the extent that 
the Borrower is either a partnership or a corporation, all references herein to the Borrower shall be 
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deemed to include any successor or successors, whether immediate or remote, to such partnership 
or corporation. Borrower may not assign any of its rights or delegate any of its obligations under 
the Loan Documents without the prior express written consent of Lender, and any purported 
assignment by Borrower made in contravention hereof shall be void. Lender may from time to time 
assign, or sell participation interests in, any part or all of the Obligations and its rights and 
obligations under the Loan Documents in its absolute and sole discretion, 

SECTION16. COSTS AND EXPENSES. Borrower agrees to pay, on demand, dl 
internal and external costs, expenses, and fees of Lender in respect of (I) application fees, (ii) 
enforcement of the Loan Documents and exercise of the rights and remedies of Lender, (iii) defense 
of the enforceability of the:Loan Documents or of the perfection or priority of any Lien granted in 
the Loan Documents, (iv) any other matter relating to the Loan Documents, the collateral provided 
for herein, or the transaction descebed in the Loan Docments, and (v) preparation for matters 
within (ii), (iii), or (iv) whether or not any legal proceeding is brought. Such costs shall include, 
without limitation, all such costs incurred in connection with any bankruptcy, receivership, or other 
court proceedings (whether at the trial or appellate level). At the option of Lender such costs, 
expenses, and fees may be deducted fiom the proceeds of the Loan. 

SECTION 17. AUTHOlUTY TO FILE NOTICES. Borrower irrevocably appoints 
Lender as its attorney-in-fkt, with 111 power of substitution, to file for record, at the Borrower's cost 
and expense and in Borrower's name, any notices of completion, notices of cessation of labor, or any 
other notices that Lender considers necessary to desirable to protect its security. . 

- .  
* .  

. .  
' J  

SECTION 18. INCONSISTENCJES WITH LOAN DOCUMENTS. In the event of any 
inconsistencies between the terms of this Agreement and any terms of any of the Loan Documents 
or any loan application, the terms of this Agreement shall govern and prevail. 

. .  

SECTION 19. NO WAIVER. No disbursement of proceeds of the Loan shall constitute 
a waiver of any conditions to 'Lender's obligation to make further disbursements nor, in the event 
Borrower is unable to satisfy any such conditions, shall any such waiver have the effect of 
precluding Lender from thereafter declaring such inability a default under this Agreement. 

SECTION 20. LENDER APFROVAL OF INSTRUMENTS AND PARTIES. All 
proceedings taken in accordance with transactions provided for herein, all surveys, appraisals and 
documents required or contemplated by this Agreement and the persons responsible for the execution 
and preparation thereof, shall be satisfactory to and subject to approval by Lender. Lender's counsel 
shall be provided with copies of all documents which,they may reasonably request in connection 
with the Agreement. . 

SECTION 21. LENDERDETERMINATION OF FACTS. Lender shall at all times be 
fiee to establish independently, to its satisfaction, the existence or nonexistence of any fact or facts, 

. the existence or nonexistence of which is a condition of this Agreement. 
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SECTION22. INCORPORATION OF PREAMBLE, RECITAlLS AND 
STATEMENT OF TERMS. The preamble, recitals and statement of terms are hereby incorporated 
into this Agreement. 

! 

SECTION 23.' DISCLAIMER BY LENDER. Borrower is not and shall not be an agent 
of Lender for any purpose. Lender is not a joint venture partner with Borrower in any manner 
whatsoever. Approvals granted by Lender for any matters covered under this Agreement sUl  be 
narrowly construed to cover only the parties and facts identified in any written approval or, if not 
in writing, such approvals shall be solely for the benefit of Borrower. 

SECTION 24. SEVERABILITY. If any provision of this Agreement is unenforceable, 
the enforceability of the other provisions shall not be affected and they shall remain in full force and 
effect. 

SECTION 25. CHOICE OF LAW AM) JURISDICTION. THIS AGREEMENT HAS 
BEEN DELIVERED IN ARIZONA, AND SHALL BE CONSTRUED, IN ACCORDANCE WITH 
AND GOVERNED BY THE LAWS OF THE STATE OF ARIZONA. THE COURTS OF 
ARIZONA, FEDERN, OR STATE, SHALL HAVE EXCLUSIVE JURISDICTION OF ALL 
LEGAL ACTIONS ARISING OUT OF THIS AGREEMENT. BY EXECUTING THIS 
AGREEMENT, THE UNDERSIGNED SUBMITS TO JURISDICTION OF THE FEDERAL 

~ ~- S T A T E  CXNRTSX IIRT7nNA. , - ~ _ _ _ _  

: . SECTION 26. CAPTIONS. Section captions used in this Agreement are for convenience 

SECTION 27. WAIVER OF JURY TRIAL.' .';BORROWER WAIVES, AND, BY 
ACCEPTING THIS AGREEMENT, THE LENDER SHALL BE DEEMED TO WAIVE, ANY. 
RIGHT TO A TRIAL BY JURY IN ANY ACTION OR PROCEEDING TO ENFORCE OR 
DEFEND ANY RIGHTS (A) UNDER THIS AGREEMENT OR UNDER ANY AMENDMENT, 
INSTRUMENT, DOCUMENT OR AGREEMENT DELIVERED OR WHICH MAY IN THE 
FUTURE BE DELIVERED IN CONNECTION HEREWITH OR (El) ARISING FROM ANY 
BANKING RELATIONSHIP EXISTING IN CONNECTION WITH THIS AGREEMENT, AND 
BORROWER AGREES, AND, BY ACCEPTING THlS AGREEMJiNT, THE LENDER SHALL 
BE DEEMED TO AGREE, THAT ANY SUCH ACTION OR PROCEEDING SHALL BE TRIED 
BEFORE A COURT AND NOT BEFORE A JURY. 

only, and shall not & i t  the construction of this Agreement. '-'.-. 

~ 

SECTION 28. . TIME OF THE ESSENCE':'Time is of the essence with regard to each 
provision of this Agreement as to which time is a factdr. 

SECTION 29. NOTICES AND DEMANDS. All written demands and notices by Lender 
or Borrower relating to the Loan Documents shall be served by certified or registered mail, return 
receipt requested. Each such demand or notice shall be deposited in the United States Mail postage 
prepaid and addressed to the addressee's address first above stated. Service of any such demand or 
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notice shall be deemed complete on the date of actual delivery as shown by the addressee's return 
receipt or at the expiration of the third Business Day after mailing, whichever is earlier. Rejection 
or refusal to accept the demand or notice by the addressee or inability to deliver the demand or notice 
due to a changed address of which no notice was given shall not affect deemed service. Lender or 
Borrower may fiom time to time, by written notice served on the other, designate a different address 
or a different attention person for service of demands and notices. 

SECTION 30. NO CONSTRUCTION AGAINST LENDER OR BORROWER. The 
Loan Documents are the result of negotiations between Borrower and Lender. Accordingly, the 
Loan Documents shall not be construed for or against Borrower or Lender, regardless of which party 
drafted the Loan Documents or any part thereof. 

SECTION 31. RESCISSTON OR RETURN 0.F PAYMENTS. If at any time or from 
time to time, whether before or after payment and pexd?ormmce of the Obligations, all or any part of 
any amount received by Lender in payment of, or on account of, any Obligation is or must be, or is 
claimed to be, avoided, rescinded, or returned by Lender to Borrower or any other Person for any 
reason whatsoever (including, without 'limitation, bankruptcy, insolvency, or reorganization of 
Borrower or any other Person), such Obligation and the Liens on property, and rights to property that 
were the collateral at the time such avoided, rescinded, or returned payment was received by Lender 
shall be deemed to have continued in existence or shall be reinstated, as the case may be, all as 
though such payment had not been received. 

. 

> -  - .  SECTION 32. INDEMNIFICATION OF LEMIER. Borrower agrees to i n d e w ,  hold . 
harmless, and on demand defend Lender and its directors, officers, employees, agents, auditors, 
counsel, investment committee members and representatives for, hm, and against any and all 
damages, losses, liabilities, costs, and expenses (including,' '&ithout limitation, costs and expenses 
of litigation and reasonable attorneys' fees) arising f?om any claim or demand in respect of this 
Agreement, the Loan Documents, the collateral provided for herein, or the trkaction described in 
the Loan Documents and arising at any time, whether before or after payment and performance of 
the Obligations. The obligations of Borrower and the rights of Lender under this Section 33 shall 
s w v e  payment and performance.of the Obligations and shall remain in full force and effect without 
termination. 

. 

SECTION 33. WAIVER OF STATUTE OF LIMITATIONS. Borrower waives, to the 
full extent permitted by law, the right to plead and any statutes of limitations as a defense in any 
action or proceeding in respect of the Loan Documents. 

SECTION 34. NUMBER AND GENDER this Agreement the singular shall include 
the plural and the masculine shall include the feminine and neuter genders, and vice versa. 

section 
SECTION 35. J3EADINGS AND REF'ERENCFS. The headings at the beginning of each 
of fhis Agreement are solely for conve~ence and are not part of this Agreement. Reference 
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herein to a section, attachment, exhibit, or schedule is to the respective section, attachment,' exhibit, 
or schedule herein or hereto, unless otherwise specified. 

SECTION 36. COUNTERPART EXECUTION. .This Agreement may be executed in 
one or more counterparts, each of which shall be deemed an original and all of which together shall 
constituwne and the same document. Signature pages may be detached from the counterparts and 
attached to a single copy of this document to physically form one document. - 

SECTION 37. ARBITRATION. The parties hereto agree to use arbitration to the extent 
required by Section 12-1 5 18 of the Arizona Revised Statutes, as amended. 

. I  

SECTION 38. NOTICE REGARDING A.RS. 8 38-511. To the extent applicable by 
provision of law, the parties acknowle.dge that this Agreement is subject to cancellation pursuant to 
A.R.S. $3 8-5 1 1, the provisions of which are hereby incorporated herein. . 

, 
I SECTION 40. SIGNS. Throughout the term of the Loan, Lender'shall have the right to 

erect one or more signs (complying with city/town riquirements) on the project indicating its 
providing of financing for the project, 'and Lender shall also have the right to publicize its financing 
of the project as Lender may deem appropriate. . 

~ 

of the di&e first above statedr --.- , 
> - -  

. .  MOHAWK WATER COMPANY, an Arizona 
.. 

. .  . .  

~ 

I 
, 

WATER INFRASTRUCTURE FINANCE 
AUTHOR.I'IY OF ARIZONA 

By: 

. '  
, 

. .  
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EXHIBIT B 
I TO WIFA LOAN AGREEMENT 
I 

I 

I For Period 
I 

, COMPLIANCE CERTIFICATE 

To induce The Water I&astructure Finance Authority Of Arizona (WIFA.) to &e and/or 
continue to make advances to the Borrower and to comply with and demonstrate compliance with 
the terms, covenants, and conditions of the Low Agreement and all supplements thereto, this 
financial statement is furnished to WIFA. The undersigned certify that (I) this statement was 
prepared fiom the books and recor& of the Borrower, is &I agreement with them, and is correct to 
the Gat ofthe undersigned’s knowledge and belief and (ii) no event has occurred which, with notice 
or lapse of time, or both, might become an Event of Default under the Loan Agreement. 

. 

This certificate is attached to and made a part of this Borrower’s report for the above stated 

Required * Actual 

.< 

DEBT SERVICE COVERAGE; 1 :zo: 1 .o. 

Net Income + Intenst Ekpense + Depreciation 

Annual Princjpal end Intend Payments 



~ - _  
~ - .  

Schedule 1 to Loan Agreement . .- . 
. ,  

Closing Date.......~................................................................... 05/01/99 . *  
.First Payment Date ............................................................... 07/15/99 

- 

Financial Assistance Terms and Conditions . 
Loan Amount ....................... ...................................... $157,350.00 

Te rm.................................. ......................................... 20 
Combined Interest and Fee Rate ................................ 5.430% 

. . .  Payments .... ; ........................ i .................................... i. Mo 
# of Payment Periods ................................................. 240 
Monthly Debt Service Paymen ........................ :........ $1,076.18 

I Annual Payments ; ................................. $12,914.15 

. 

. 
I . ..................... 
I 

I 

I 

Closing Fee (0.5% of Loan Amount) ........................ .. .......... $786.75 

, Debt Service Reseme Fund Requiremeab 
I 

I Total Reserve Amount. .............................................. $12,914.15 

Reserve Funded by (Date) ...................................... ;.. 15-Jun-2004 
I .  Frequency of Reserve 'Deposits to WIFA .................. Monthly - -  
I * .  
I *. , . Monthly Deposit ............................... : ....................... $21 5.24 
I 

WIFA will upp& earnings on Debt Service Resewe.to Principal Repayment . I. 

I Minimum Monthly Payment 
I 

Prior to Debt Service Reserve Requirement ...................... .$i,.291.41 * 
Monthly Payment Allocations 
; Monthly Reserve Fiurd Contribution. ................... $215.24 

Monthly Combhed Interest & Fee Payment ........ See Section 2: Month& Cdcu1urion #I 
. Monthly 'Principal Repayment .............................. See Section 2: Monthly Cdculution #2 
* WIFA will caMate  IhejIrstpayment &; minimum payment equals amount for Period I .  

. Following Debt Service Reserve Requirement. .................. $1,076.18 
Monthly Payment Allocations I ,  . 

Monthly Reserve Fund Contribution ............. : ...... 
Monthly Combined Interest & Fee Payment ........ See Section 2: Month& Cdculution #I 

, $0.00 

Monthly Principal Repayment .............................. See Seclion 2: Month& Cdculuiion #2 
. .  

Repair and Replacement Fund Requirement 
Begin Funding on (Date) ........................................... 01-Jan-2005 
Annual Amount .......................................................... $2,582.83 

, Frequency of Fund Deposi ........................................ Monthly 
Monthly Deposit ........................................................ $215.24 



e 

1 .  WUFA Monthly Calculations 
I 

#1: Monthly Combined Interest & Fee Payment = 
' L  

Combined Interest & Fee Rate * Princbal Outstanding 
- 

I 
#2: Monthly Principal Repayment = 

Total Monthly Payment - Monthly Reserve Fund Deposit - 
Month Combined Interest & Fee Pay)nent 

5 .  

. .  
Project Cost Classification Amount 

M 
a. Administrative, Legal Costs, Financial Advisor ................................... 5,000.00 

.................................. ........................... . -  . , b. Land, Structure, Right-of-way .. 0.00 

e. Equipment/Materials . 1 %  

f. Application Fees, Financing Costs, Capitalized Interest ....................... 

* .  . . .  . ,  c. Design, Architectural, Engineering Fees ............................................... 20,000.00 
d. Constructionhnprovement Costs .............................. ............................ 131,563.25 

0.00 
786.75 . 

g. Total Budgeted ...................................................................................... $157,350.00 

X I  

. ............................................................................. 

I 
Date Amount 

05/01/99, $786,75 
06/01/99 $70,414:13 
07/0 1/99 $70,414.13 

Total $1 57,350.00 
.. ' 08/01/99 $15,735.00 Required 10% Set-Aside 

. .  

Date printed: 04R2199 Tlme Pdntad: 01:3M7 PM 
G:~HAR~~\~O~FA~R~~JECS\MOH_A"_MOH~C~-~ .wB2 ' 



. .  

. Y" 

Minimum Total 
Payment Monthly Payment Monthly 

I 

3 09/15/99 1,291.41 . 43 014 5/2003 1,291.41 
4 10115/99 1,291.4 1 44 021 5/2003 1,29 1.41 
5 .  11/15/99 1,291.4 1 45 03/15/2003 ' 1,29 1.4 1 
6 * 12/15/99 1,29 1.41 46 04/15/2003 1,291.41 
7 01/15/2000 1;29 1.41 47 05/15/2003 1,291.41 

. . 8 02/15/2000 1,291.4 1 48 0611 5/20Q3 139 1.41 
9 03/15/2000 1,291.4 1 49 07/15/2003 1,29 1.41 

10 04/15/2000 1,229 1.4 1 50 08/15/2003 1,29 1.41 
1 1 0511 512000 1,291.41 51 09/15/2003 1,291.41 
12 06/15/2000 1,29 1.4 1 52 10/15/2003 1,291.41 

. .  1,291.41 53 % 11/15/2003 1,29 1.41 
14 08/15/2000 . 1,291.41 54 .12/15/2003 * 1,291.41 
.13 07/15/2OOO 

~ 

~ 

_ _ ~  -- 15 09/15/2000 . ' 1-291.41 55 01/15/2004 l,Z1,4, 
16 10/15/2000 1,29 1.41 '56 02/15/2004 1,291.41 e 

18 12/15/2000 1,291.4 1 58 04/15/2004 1,291.41 
05/15/2004 1,291.41 
06/15/2004 1,291.41 20 02/15/2001 . 1,291.41 60' 1. 

21 03/15/2001 1,291.41 6i ' *  07/15/2004 1,076.18 . 
22 04/15/200 1 1,291.4 1 62 08/15/2004 1,076.1 8 
23 05/15/2001 1,291.41 63 09/15/2004 1,07&.18 
24 06/15/2001 1,291.41 64 .. . 10/15/2004 1,076.1 8 

26 08/15/2001 1,291.41 , 66 12/15/2004 
27 09/15/2001 1,29 1.41 67 oi/i5/2005 1,076.18 

29 11/15/2001 1,291.41 69 03/15/2005 1,076.18 ' 

30 12/15/2001 1,29 1.41 70 04/15/2005 1,076.18 
31 . 01/15~002 1,291.41 * ,' 71 05/15/2605 1,076.18 
32 02/15/2002 . . 1,291.41 ' 12 06/15/2005 1,076.18 
33 03/15/2002 1,29 1.41 73 07/15/2005 1,076.18 

.34 04/15/2002 1,291.41 74 08/15/2005 1,076.18 
35 05/15/2002 1,229 1.4 1 75 .09/15/2005 ' 1,076.18 
36 06/15/2092 1,291.41 76 10/15/2005 1,076.18 
37 07/15/2002 1,291.41 77 ' 11/15/2005 1,076.18 
38 08/15/2002 1,291.41 78 12/15/2005 1,076.18 

i 39 09/15/2002 1,291.41 79 . 01/15/2006 1,076.18 
40 10/15/2002 1,291.41 80 02/15/2006 1,076.18 

- ,  17 11/15/2000 1,291.41 57 03/15/2004 1,291.41 ' - *  

' .  

\ .  . 19 01/15/2001 1,291.41 59 

25 074 5/200 1 1,291.41 65 11/15/2004 1,076.1 8 

I 1,076.18 ' 

-. 28 10/15/2001 1,291.41 68 02/15/2005 1,076,18 . 

* W.FA will calculate the fmt  payment due: minimum payment equals amount for.Period 1. 
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Minimum Total 
Payment Monthly . Payment Monthly 

Period Dates Payment Period Dates Payment I 81 ’ 03/15/2006 1,076.1 8 121 0711 5/2009 1,076.18 
82 04/15/2006 1,076.18 122 08/15/2009 i ,076.1 8 

I 
‘ 83 05/15/2006 1,076.1 S 123 09/15/2009 1,076.18 . 
84 06/15/2006 1,076.1 8 124 1011 50009 1,076.18 
85 07/15/2006 1,076.1 8 125 11/15/2009 1,076.18 . 
86 08/15/2006 1,076.1 8 126 1211 5/2009 1,076.1 8 
87 09/15/2006 1,076.1 8 127 0 111 5/20’10 1,076.18 
88 10/15/2006 1,076.18 128 . 02/15/20 10 1,076.18 
,89 11/15/2006 1,076.1 8 129 0311 5/20 10 1,076.1 8 
90 12/15/2006 1,076.18 130 04/15/2010 1,076.18 
91 01/15/2007 1,076.18 131 0511 5/20 10 1,076.1 8 
92 02/15/2007 1,076.1 8 132 0611 5/20 10 . 1,076.18 
93 03/15/2007 1,076.1 8 133 07/15/20 10 1,076.18 
94 04/15/2007 1,076.1 8 134 08/15/20 10 1,076.18 . 
95 091 5/2007 1,076.18 135 0911 5/20 10 1,076.18 
96 06/15/2007 1,076.18 136 10/15/20 10 1,076.1 8 

. 98 08/15/2007 1,076.1 8 138 . 12/15/2010 1,076.18 
99 09/15/2007 1,076.18 139 1 ,  

01/15/2011 1,076.18 
100 10/15/2007 1,076.1 8 140 ::. 02/15/2011 1,076.1 8 
101. 11/15/2007 1,076.18 141 . ’’ 03/15/20 1 1 1,076.18 . 
102 12/15/2007 1,076.18 142 04/15/2011 1,076.18 
103 01/15/2008 1,076.1 8 1 43 05/15/2011 - 1,076.1‘8 
104 02/15/2008 1,076.1 8 . 144 0611 5/20 I 1 1,076.18 
105 03/15/2008 1,076.1 8 ’ 145 07/15/20 1 1 1,076.18 
106 :- 04/15/2008 1,076.1 8 146 08/1 5/2011 ‘ 1,076.18 . 

107 05/15/2008 1,076.18 . 147 09/15/20 1 1 1,076.18 
108 06/15/2008 1,076.18 148 10/15/20 1 1 1,076.1 8 

I 1,076.1 8 109 07/15/2008 1,076.18 149 11/15/2011 
110 08/15/2008 1,076.18 150’ 12/15/2011 1,076.18 
11 1 09/15/2008 1,076.18 ,251 0 1/15/2012 1,076.18 

97 07/15/2007 1,076.1 8 137 . 11/15/2010 1,076.18 * - - .  
I 

I 

I 112 10/15/2008 1,076.18 132 02/15/20 12 1,076.18 
113 11/15/2008 . 1,076.18 153 03/15/2012 .1,076+18 
114 12/15/2008 1,076.18 . 154 04/15/2012 1,076.18 . 
115 01/15/2009 ’ 1,076.1 8 . 155 05/15/2012 * . 1,076.18 ’ 

116 02/15/2009 1,076; 18 156 06/15/20 12 1,076.18 
117 03/15/2009 . 1,076.18 157 07/15/20 12 1,076.1 8 
118 04/15/2009 1,076.18 158 ‘OW1 5/2012 1,076.1 8 
1 19 091  5/2009 1,076.18 159 09/15/2012 1,076.1 8 
120 0611 5/2009 1,076.’18 160 . 10/15/2012 1,076.18 



, 
I 

178 04/15/20 14 
. 179 05/15/2014 

180 06/15/2014 
181 07/15/2014 
182 ' 08/15/20 14 
183 09/15/2014 

i I  .. , . 

. e... ' 

I Minimum Total 

I 

, Payment Monthly Payrnent Monthly 
Period Dates Payment Period Dates Payment 
,161 11/15/2012 1,076.1 8 201 , 03/15/20 16 . 1,076.18 

. 1,076.18 202 ' 0411 92016 - 1,076.1 8 
1,076.1 8 203 0511 5/20 16 1,076.18 
1,076.1 8 204 06/15/2016 1,076.1 8 
1,076.18 205 0711 5/20 1,6 1,076.18 
1,076.1 8 206 . 08/15/2016 1,076.18 ' 

1,076.18 . 207 0911 5/20 16 1,076.18 
1 i076.18 208 10/15/2016 1,076.18 
1,076.18 209 1 1/15/20 1 6 1,076.18 
1,076.18 210 1 2/15/20 16 1,076.18 
1,076.18 21 1 '0 i/i.5/2017 1,076.18 

. 1,076.18 212 02/15/20 17 1,076.18 
1,076.1 8 213 03/15/20 17 1,076.18 

. 1,076.18 214 .04/15/20 17 1,076.18 
1,076.18 215 05/15/2017 1,076.18 

7,076.18 p T 0 6 / 1 5 / 2 0 1 7 ' p  1,076.18 . 
1,076.18 217 07/15/2017 1,076.18 - *  

1,076.18 218 08/15/20 17 1,076.18 
1,076.18 219 09/15/2017 1,076.18 
1,076.1 8 220% ; ' 10/15/20 17 1,076.18 
i,076.18 221'. 11/15/2017 1,076.18 
1,076.18 222 . 12/15/20 17 1,076.18 
1,076.18 223 0 1/15/20 18 1,076.1 8 
1,076.18 224 02/15/2018 1,076.18 
1,076.1 8 225 0311 5/20 18 1,076.1 8 

I 186 12/15/2014 1,076.18 226 04/15/20 1 8 1,076.18 

I 
187. 01/15/2015 1,076.18 227 0511 5/2U18 1,076.18 . 
188 02/15/2015 1,076;18 228 . 0611 5/2018 1,076.18 
189 03/15/2015 1,076.1 8 229 07/15/20 1 8 1,076.1 8 
190 04/15/2015 1,076.18 230 08/15/2018 1,076.1 8 
191 05/15/2015 ' , 1,076.18 , ,231 09/15/2018 1,076.18 
192 06/15/2015 1,076.18 ; 232 10/15/20 18 1,076.1 8 
193 07/15/2015 1,076.18 233 1 1/15/2018 1,076.1 8 
194 08/15/2015 1,076.18 234 12/15/2018 . 1,076.18 

1 .  195 09/15/2015 1,076.18. 23 5 0 111 5/20 19 1,076.1 8 
196 10/15/2015 1,076.1 8 236 02/15/2019 1,076.18 

237 03/15/2019 1,076.18 
23 8 04/15/20 19 1,076.1 8 

197 11/15/2015 1,076.18 
198 12/15/2015 1,076.18 . ' 

I ' 199 01/15/2016 1,076.1 8 239 05/15/2019 1,076.18 
200 02/15/2016 1,076.18 240 06/15/20 19 1,076.18 

. .  

-../ . 

I 

I Date printad: 041wBs The priited: 01:3529 PM 
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I SCHEDULE 2 
I TO WIFA LOAN AGREEMENT 
I 

I 

1. . Exception@) to Subsection 9(e) entitled ‘‘Compliance with Laws”: (insert exceptions or 
‘ Wone”) 

None 

2. 
. . or“None”) 

Exception(s) to Subsection 9(f) entitled "Environmental Compliance”: (insert exceptions . 

None 

3. Exception@) to Subsection 9(g) entitled “Tiitigation”: (insert exceptions or “None”) 

None 

. 4. Exception@) tb Subsection 9(h) entitled “Title to Property”: (insert exceptions or “None”) 
‘. . ! .  , 

I I  

. > .  . .. 

5. Exception(s) to Subsection 9(k) entitled “Subsidiaries”: (insert exceptions or ‘None”) 

None 

MOHAWK WATERCOMPANY ’ 

, 
c 

, 
. .  
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PRONISSORY NOTE 

$157,350.00 Phoenix, Arizona 
May 1,1999 

FORVALUE RECEIVED, MOHAWK WATER COMPANY (I1&romwefl), promise 
to pay to WATER INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA (“&ender”) or 
order the aggregate principal amount outstanding on Borrower‘s loan as shown on Lender’s records 
which shall at all times be conclusive and govern, with interest thereon at an annual rate e q d  to five . 
and 43/100ths percent (5.43%). Interest shall be calculated on a 360-day year for all advances, but, 
in any case, shall be computed for the actual number of days in the period for which interest is 
charged.. Principal and interest shall be payable at the times and in the manner set forth in the Loan 
Agreement (as hereinafter defined) 

Lender and Borrower have established specific instructiol3s and procedures by which 

3 

’ 

. 

. . 

I 

I 

I 

I draws against said credit will be presenkd for disbursement pursuant to the terms and conditions of 
that certain Loan Agreement of even date herewith (the “-t eme ”), but nothing contained 
herein shall create a duty on the part of Lender to make said disbursement if Borrower is in default. 

Seven Thousand Three Hundred Fifty and No/100 Dollars @157-W- 

. 
I ’ 

I 
I The undersigned shall not be entitled to total disbursements hereunder exceeding One Hundred Fifly 

a&ed in accordaricGTZh fie Loan Agreement with respect to the Loan (as defined in the Loan 

All amounts payable hereunder shall be paid in 1awfb.l money of the United States. 
Principal and interest shall be payable at 202 East Earl1 Drive, Suite 480, Phoenix, Arizona 85012, 
or at such other place as the holder hereof may designate. B&irower may prepay the Loan, in whole 
or in part, at any time without premium or penalty. 

I . 
I 
I 

I 

I . Agreement). 
I 

I 

* .  

I 
I 
I 

l 
l 

Absent a default under this Note or the Loan Agreement, any payments received by 
the holder hereof shall be applied first to sums, other than principal and interest, due the holder 
hereof, next to the payment of all interest accrued to the date of such payment, and the balance, if 
any, to the payment of principal. Any payments received by the holder hereof after any Event of 
Default (as defined in the Loan Agreement) shall be applied to the amounts specified in this 
paragraph in such order as the holder hereof may, in its sole discretion, elect. 

If any payment of interest and/or principal is not received by the holder hereof when 
such payment is due, then, as additional remedies, (a) a lke charge of six percent (6%) of the amount 
due and unpaid will be added to the delinquent amount for any payment past due in excess of fifteen’ 
(1 5 )  days and (b) all past due payments of principal andor interest shall bear interest from their due 
date until paid at an annual rate equal to the sum of (i) six percent (6%) and (ii) the interest rate 
specified herein, payable on demand (the “Default Ratel’). 

This Note‘ shall become immediately due and payable at the option of the holder 

hereon, upon default in the payment of any of the principal hereof or any interest thereon when due, 
I hereof without presentment or demand or any notice to Borrower or any other person obligated 

! 

I 

I 
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or if any event occurs or condition exists which authorizes the acceleration ofthe maturity hereof 
under the Loan Agreement. Time is of the essence with regard to all payment obligations in this 

exercise the same in the event of any subsequent default. . 

I 

I 
Note. Failure to exercise any remedy or right hereunder shall not constitute a waiver of the right to 

In the event any holder hereof utilizes the services of an attorney in attempting to 
collect the amounts due hereuqder or to enforce the tern hereof or of any agreements related to this 
indebtedness, or if any holder hereof becomes party plaintiff or defendant in any legal proceeding 
in relation to the property described in any instrument securing this Note or for the recovery or 
protection of the indebtedness evidenced hereby, Borrower, its successors and assigns, shall repay 
to such holder hereof, on demand, all costs and expenses so incurred, including reasonable attorney’s 
fees, including those costs, expenses and attorney’s fees incurred after the filing by or against the 
Boqrower of any proceeding under g ~ y  chapter of the Bankruptcy Code, or similar federal or state 
statute, and whether incurred in connection with the involvement of any holder hereof as creditor 
in such procee’dings or otherwise. 

. 

Borrower and all sureties, endorsers and guarantors of this Note waive demand, 
presentment for payment, notice of nonpayment, protest, notice of protest and all other notice, filing 
of suit and diligence in collecting this Note or the release of any part primarily or secondarily liable 
hereon and further agree that it will not be necessary for any holder hereof, in order to enforce 
payment of this Note by any of them, to first institute suit or exhaustits remedies against any maker 
or others liable herefor, and consent to any extension or postponement of time or payment of this . . 

. - Note or any other indulgence with respect hereto without notice thereof to any of them. 
1 . )  . ... _. 

Notwithstanding any provision contained h&eh to the contrary, the applicable rate 
of interest agreed to herein shall include the applicable interest rate described herein, in accordance 
with the terms of this Note, and any additional charges, costs and fees incident to this loan to the 
extent they are deemed to be interest under applicable Arizona law. Should the applicable rate of 
interest as calculated under this Note exceed that allowed by law, the applicable rate of interest will 
be the maximum rate of interest allowed by applicable law. 

MOHAWK WATER COMPANY, an Arizona 
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This CASH COLLATERAL AGREEMENT is made as of May 1,1999 between Mohwk 
Water Company ("Pledgof), and WATER INFRASTRUCTURE FINANCE AUTHONTY OF 
ARIZONA ("Lender"). 

RECITALS: 

A. Pledgor and Lender have entered into that certain Loan Agreement of even date 
herewith (the "Loan), pursuant to which Lender has made available to Pledgor a loan 
of up to $157,350.00 (the "Loa$). 

Pursuant to the Loan Agreement, certain funds are required to be deposited from time 
to time by Pledgor in a Debt Service Reserve Fund admiistered by the Lender and in a Replacement 
Reserve Fund administered by the Borrower, both of which are pledged to Lender to secure 
repayment with interest of the Loan. Amounts deposited with the Lender in the Debt Service 
Reserve Fund and in &e Replacement Reserve Fund are referred to herein as the "pledped Funds". 

Pledgor and Lender desire to enter into this Cash Collateral Axeement togmwi&&r 

. .  

' 1 'B. 

, 
C. 

the depositand holding oftk&c€ged Fun&. 1 .  ~ 

r 
1 .  

I 1 I ' I  ., 

~ 

D. The Loan Agreement, this Cash Collateral Agreement and all other documents 
. securing or otherwise relating to the Loan shall be referred to collectively in this Cash Collateral 

Agreement as the "Loan Documentq ". All capitalized terms ;used k this Cash Collateral Agreement 
I .. .. 

l 
I 

I 
I 
I 

I 

I 
I 

I 
I 
I 
I 
I 

and not otherwise defined shall have the meanings given to 'iuch terms in the Loan Agreement. 

E. It is a condition to the making of the Loan that Pledgor and Lender enter into this 

NOW, THEREFORE, in order to induce Lender to make the Loan and in consideration 

~ Cash Collateral Agreement. 

thereof, Pledgor and Lender agree as follows: 

1. Definitiom. The following terms shall have the following meanings: 

"Cash Collateral Agree me@'' means this Cash Collateral Agreement, as the same 
may be amended,' supplemented or otherwisk modified fiom time to time. 

I 

"Debt Service Reserve Fund" shall have the meaning ascribed thereto in Section 
I 2 hereof.. 

"Obligation$' shall mean all the obligations of Pledgor to Lender under the Loan 
Agreement and the Note and all other obligations and liabilities of Pledgor to Lender, 

..- 



I 
I whether direct or indirect, absolute or contingent, due or to become due, now existing or 

hereafter incurred, arising under, out of, or in connection with, the Loan Agreement, this 
Cash Collateral Agreement or any of the Loan Documents. 

"Pledged Funds" shall mean as defined in the Recitals to this Agreement. 

"Replacement Reserve Fun#' shall have the meaning ascribed thereto in section, 
2 hereof. 

2. 5 
Fund Pledgor and Lender agree that concurrently with the execution and dehvery of this Cash 
Collateral Agreement there is established and shall be maintained a Debt Service Resenre Fund 
pursuant to the Loan Agreement. . :At such time as is required pursuant to the Loan Agreement 
Borrower shall establish a Replacement Reserve Fund in the name of Borrower in which there shall 
be deposited by Pledgor all Pledged Funds as required by the provisions of the Loan Agreement. 

ant of Securiq Interest. As collateral security for the prompt and 
complete payment when due of all the Obligations, Pledgor has granted, bargained, sold, assigned, 
pledged, and set over and by these presents does hereby grant, bargain, sell, assign, pledge, transfer 
and set over unto the Lender, and its successors and assigns, all of Pledgor's right, title and interest 
in and to any Pledged Funds now or hereafter held or deposited in the Debt Service Reserve Fund . 

and the Replacement Reserve Fund. 

3. 

. 
* .  . .  

I 

4. Terms and Conditions. 

(a) The Debt Service Reserve3imd and all mounts deposited therein 
shall be held in the sole dominion and control of Lender and shall be administered by the Lender as 
a collateral account for the benefit of Lender, and Pledgor shall have no rights or powers with respect 
to, or control over, the Debt Service Reserve Fund or any part thereof. Pledgor's sole right with 
respect to the Pledged Funds in the Debt Service Reserve Fund shall be as provided herein and in 
the Loan Agreement. 

8 , 

(b) If no Event of DeMt, and no event which with the giving of notice 
or the passage of time or both could become an Event of Default, has occurred and is contindng, 
Pledgor fkom time to time may withdraw moneys fkom the Replacement Reserve Fund and apply 
the moneys withdrawn for one or more of the following purposes: (i) for the acquisition of new, or 
the replacement of obsolete or worn out, machinery, e@ipment, furniture, fixtures or other personal 
property for the Facility provided that the property is depreciable; (ii) for the performance of repairs 
with respect to the Facility which are of an extraordinary and non-recurring nature provided that the 
property is depreciable; (E) for the acquisition or construction of additions to or improvements, 
extensions or enlargements to, or*remodeliig of, the Facility provided that the property is 
depreciable; andor (iv) to make payments to Lender on the Loan. 

~ 
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I (c) From and after the occurrence and during the continuation of an 
Event of Default, Lender may, in the sole and absolute discretion of Lender, apply the Pledged Funds 
in the Debt Service Reserve Fund, and, if there are insufficient Pledged Funds in the Debt Service 
Reserve Fund, in the Replacement Reserve Fund, to the Obligations in the following order: (i) all 
outstanding costs, expenses, fees and late charges due to Lender, (ii) interest at the rate or rates 
specified in the Loan Documents and (iii) the principal amount of the Obligations. All interest and 
other investment earnings'amounts from time to time accrued,and paid on the Pledged Funds in the 
Debt Service Reserve Fund and the Replacement Reserve Fund shall be rebined in the Debt Service 

Agreement and this Cash Collateral Agreement. 
I Reserve Fund and the Replacement Reserve F b d  and shall be applied in accordance with the Loan 

' (d) Lender shall have, with respect to the Pledged Funds, all rights and 
Uniform Commercial Code and other remedies of a secured party under*&ticle 9 of the Ari 

. applicable laws. 

5. Further Assurances. Pledg 1, at any time and from time to time, 
execute and deliver such further documents and do such ikther acts as shall be required by law or 
be reasonably requested by Lender to confirm or M e r  assure the interest of Lender hereunder. 

6 .  No Liability for Lawll A ctions. Neither Lender nor any of its officers, 
loyees, a g e ,  &terneys-k-&ct or 

I . taken or omitted to be taken by any of them un 
: Agreement (except for gross negligence or willful misconduct). 

1 ,  
I .F ., 

i t  
x. ! ..- ' 

7. Notices. All notices, requests, demands or other communications to or 
upon the parties hereto shall be deemed to have been giGeii or made when mailed, delivered or 
transmitted in accordance with the requiremen@ of the Loan Documents. . 

8. ' EIJaFa ilure. etc, No failure to exercise and no delay in exercising on the 
part of Lender of any right, power or privilege hereunder shall operite as a e v e r  thereof, nor shall 
any single or partial exercise of any right, power or privilege preclude any other or further exercise 
thereof, or the exercise of any other power or right. The rights and remedies herein provided are 
cumulative and not exclusive of any rights or remedies provided by law. 

I 

9. * Waiver: Amendments. None of the terms and provisions of this Cash 
Collateral Agreement may be waived, altered, modified or amended except by an instrument in 
writing executed by the parties hereto. , e  

,' 

10. Representations and Warranties: Covenants. 

(a) Pledgor hereby represents and warrants to Lender, effective upon 
I the date hereof and each deposit of Pledged Funds to the Debt Service Reserve Fund and the 

Replacement Reserve Fund, that: 
4 

3 
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6) No filing, recordation, registration or declaration with or notice to 
any person or entity is required in connection with the execution, delivery and 
performance of this Cash Collateral Agreement by Pledgor or in order .to preserve or 
perfect the first priority lien and charge intended to be created hereunder in the Pledged 
Funds. 

6) Except for the security interest granted to Lender pursuant to this 
Cash Collateral Agreement, Pledgor is the sole owner of the Pledged Funds, having good 
and marketable title thereto, free and clear of any and all mortgages, liens, security 
interests, encumbrances, claims or rights of others. 

NO security agreement, financing statemeit, equivalent security or 
lien instrument or cont&mtion statement covering all or any part of the Pledged Funds 
is on file or of record in'any public office, except such as may have been filed by Pledgor 
in favor of Lender. 

(iii) 

1 

(iv) This Cash Collateral Agreement constitutes a valid and continuing 
first lien on and first security interest in the Pledged Funds in fhvor of Lender, prior to all 
other liens, encumbrances, security interests and rights of others, and is enforceable as 
such as against creditors of and purchasers from Pledgor. 

(b) Without the prior written consent of Lender, Pledgor hereby 
1 covenants and agrees that it will not sell, assign, transfer, exchange or otherwise dispose of, or grant 

any option with respect to, the Pledged Funds, nor will it create, incur or permit to exist any pledge, 
lien, mortgage, hypothecation, secdty interest, charge, option or any other. encumbrance with 

I ,  

, 1. , .> 

. respect to any of the Pledged Funds, or any interest therein, except for the S&LU%Y interest provided 
for by'this Cash Collateral Agreement. \ 

(c) Pledgor hereby covenants and agrees that it will defend Lender's 
right, title and security interest in and to the Pledged Funds against the.claims and demands of all 
persons whomsoever except to the extent which arise out of the willful misconduct or gross 

. negligence of Lender, 

11. Len e i i ities. Pledgor shall pay dl costs and 
out-of-pocket reasonable expenses of Lender in connection with the maintenance and operation of 
this Cash Collateral Agreement made in accordance with the terms hereof. Pledgor also agrees to 
pay all costs of Lender, including reasonable attorneys' f$es, incurred with respect to the enforcement 
of Lender's rights hereunder. 

< 

12. Governing Law. This Cash Collateral Agreement shall be deemed to be 
a contract under, and for all purposes shall be governed by, and construed and interpreted in 
accordance with, the law of the State of Arizona. I 

4 
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13. severability. Any provision of this Cash Collateral Agreement which is 
prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to &e 
extent of such prohibition or unenforceability without invalidating the remaining provisions hereof, 
and any such prohibition or unenforceability in' any jurisdiction shall not invalidate or render 
unenforceable such provision h any other jurisdiction. 

14. Successors and Assigns. This Cash Collateral Agreement and all 
obligations of Pledgor hereunder shall be binding upon the successors or assigns of Pledgor, and 
shall, together with the rights and remedies of Lender hereunder, inure to the benefit of Lender and 
its successors and assigns. 

. 

15. Terminatioq. This Agreement shall terminate and, upon request of Pledgoi 
all monies (if any) remaining in the Debt Service Resenie Fund and the Replacement Reserve Fund 
shall be returned to Pledgor at such time as all of the following have occurred (i) all amounts 
payable to Lender under the Loan Documents have beeripaid in full snd all other obligations of 

no further obligation to make any loans or advances to Pledgor pursuant to the Loan Agreement or 
any of the other Loan Documents. 

16. 

I Pledgor to Lender pUrsuant to the Loan Agreement have been performed in 111, and (ii) Lender has 

t 

Countemarts . This Agreement may be executed in counterparts, all of 
whii executed counterparts shall together consti 

. detached fiom the counterparts and attached to a single copy of this Agreement to form physically 

~ - 

i , . I  one document., 
....*. 

IN WITNESS WHEREOF, the parties,hereto have executed or caused this 
instrument to be duly executed and delivered as of the date &st above written. 

Pledgor: 

Lender: WATER"JCTUREFINANCE AUTHORITY 
OF ARIZONA 

By: ,dd -fJA 
ChairmanExecutive Director 

5 
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- collateral already subject to a security interest in another jurisdiction when it was brought into this state. - proceeds of collateral because of a change in type or use. 
_. collateral as to which the filing has lapsed or will lapse. - collateral acquired after a change of name, identity, or corporate structure of the Debtor. 

Dated: May 1 , 1999 

Signature(s) of Secured Party 

WATER INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA 

By: 
Executive Director . 

Signature of Debtor 

MOHAWK WATER COMPANY, an Arizona 



“=j. 8. This Financing Statement is signed by the Secured Party instead of the debtor to perfect or continue perfection of a 
4;: security interest in: 

- collateral already subject to a security interest in another jurisdiction when it was brought into this state. - proceeds of collateral because of a change in type or use. - collateral as to which the filing has lapsed or will lapse. - coilateral acquired after a chhge of name, identity, or corporate structure of the Debtor. 

Dated: May ls 1999 

Signature(s) of ‘Secured Party 

. .  

WATER INF~STRUCTURE FINANCE AUT~ORITY OF ARIZONA . 

By: 
.. 

Executive Director ~ 

I Signature of Debtor 



LEGAL DESCRIPTION 



(c) all of the fhnchises, certificates, authorizations by rule, privileges, permits, grants and 
consents for the construction, operation, and maintenance of y t e r  plants or systems in, on, and under streets, alleys, 
hi & s y a p ~  oads, public gmlmds, e 
by private persons or entities or the 
‘~peri&s and including, but not limited to, permits and certificates issued pursuant to the applicable provisions of I 

- 

. 
I .  



(e) all deposits, bank accounts, h d s ,  instruments, notes or chattel paper of Borrower, including, 
thout limitation cash or securities deposited pursuant to leases to secure performance by the tenants of their 

obligations thereunder; and proceeds arising fiom or by Virtue of the sale, lease or other disposition of the Real 
Property and proceeds (including premium refunds) of each policy of insurance relating to the Real Property (the 
“Proceeds”) 

(0 all of the following: (i) any lease or other right to use; (ii) any assignment as security, 
conditional sale, grant in trust, lien, mortgage, pledge, security interest, title retention arrangement, other 
encumbrance, or other interest or right securing the payment of money or the performance of any other liability or 
obligation, whether voluntarily or involuntarily created and whether arising by agreement, document, or instrument, 

, under any law, ordinance, regulation, or rule (federal, state, or local), or otherwise; and (iii) any option, right of first 
refi.mil, other right to acquire, or other interest or right (‘“Liens and Encumbrances”). 

http://refi.mil




CORPORATE RESOLUTION 

WHEREAS, Anderson Bros. Water Company, at a Special Meeting held September 25, 

2001, with James W. Little being present representing the ownership of a l l  of the shares, waived 

notice of said meeting, and the following Resolution was passed 

BE IT RESOLVED, that James W. Little as President and Secretary of the 
Anderson Bros. Water company is hereby authorized and directed to execute any 
and all documents to affect the sale of this Water Company as evidenced by 
the Agreement attached hereto and made a part hereof as though set out in 

DATED 

ATTEST: 

this 25* day of September, 2001. 

n 

/ 

W. Little, Pgsident 
I -  

U 
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10 
RESOLUTION NO. 

A RESOLUTION OF THE BOARD OF THE COPPER MOUNTAIN 
RANCH COM1Ln;NITY FACILITIES DISTRICT, CASA GRANDE, 
ARIZONA, APPROVING THE TERMS AND CONDITIONS IN AN 
AGFEEMENTWITHMOHAWK WATERCOIVPWANDANDERSON 
BROTHERS WATER COMPANY FOR THE ACQUISITION OF THE 
STOCK OF THE COMPANIES; AND EXPENDITURE OF PUBLIC 
FUNDS IN AN AMOUNT NOT TO EXCEED $800,000 INCLUDING 
REASONABLE CLOSING COSTS; AUTHORIZING EXECUTION OF 
AN AGREEMENT; AND DECLARING AN EMERGENCY. 

BE IT RESOLVED BY THE BOARD ,OF THE COPPER MOUNTAIN RANCH COMMuNlTY 
FACILITES DISTRICT, CASA GRANDE, ANZONA, THAT the Board authorize the following: 

. .  
1. the acquisition of the Mohawk and Anderson Brothers water companies for the purchase 

price of $987,000 adjusted by the folIowing: 

i Less any bdance of the loans, outstanding at close of escrow, made to the 
Companies by the Water Infiastructure Financing Authority (“WIFA’’) which 
loans shdl be assumed by the Purchaser. 

deposit accounts for the Companies except any liability of the Companies to 
return ownership of the wells in Section 24, Township 5 South, range 4 East, Gila 
and Salt River Meridian, Pinal County, Arizona, to 120 Townsend LLC. 
Less any taxes due at the time the corporate structure of the Companies is 

Plus any material costs for construction, rehabilitation or installation of 

ii. Less the payoff of any other liabilities, encumbrances, liens, or customer 

i i i  
disbanded whether before or after COE. 
iv. 
equipment for the Mohawk Water Company well between April of 2001 and close of 
escrow which decreased readings of NO3 to Safe Water Act standards. 
v. Plus 20% of the sum of item , for labor of James W. Little. 

2. 

3. 

4. 

expenditure of public funds in ’bount not to exceed $800,000 for acquisition of the 

expenditure of public funds in an amount not to exceed $25,000 annually for two years 

execution of the agreement and any documents necessary to carry out this purpose by the 

’ Mohawk and Anderson Brothers water companies and reasonable closing costs; 

‘fiom the close of escrow for condting services for James W. (sill) Little; and 

City Manager. 





e 
I RESOLUTION NO. 10.1 

A RESOLUTION OF THE BOARD OF THE COPPER MOUNTAIN 
I 

I 

RANCH COMMUNITY FACILITIES DISTRICT, CASA GRA.NDE, 
ARIZONA, APPROVING THE TERMS AND CONDITIONS IN AN 

I A G ~ E ~  WlTHMO~~WATERCOMPANYANDANDEJRSON 
I 

BROTHERS WATER COMPANY FOR THE ACQUISITION OF THE 
ASSETS OF THE COMPANIES; AND EXPENDITURE OF PUBLIC 

REASONABLE CLOSING COSTS; AUTHORIZING EXECUTION OF 
AN AGREEMENT; AND DECLARING AN EMERGENCY. 

FUNDS IN AN AMOUNT NOT TO EXCEED $850,000 INCLUDING 3 

WHEREAS, there has beep presented before the District board, a form of agreement (the “Asset 
Purchase Agreement”) by and betvieen the District and the Seller (as defined in the Purchase Agreement) 
and the execution and pedormance of the sucbpurchase Agreement will be in furtherance of the purposes of 
the District and pursuant to the termsof Title 48, Chapter 4, Article 6, Arizona Revised Statutes, as amended 
(the “Act”) and the Copper Mountain Ranch Community Facilities District General Plan; and 

WHEREAS, it appears to this District that the execution of the Purchase Agreement and the 
acquisition of the conrpanies (as defined in the Purchase Agreement) is necessary to M e r  the goals and 
purpose of the District in accordance with the Act and the District’s General Plan; 

NOW THEREFOJ3B, BE IT RESOLVED BY THE BOARD OF ”HE COPPER MOUNTAIN 
RANCH COMMUNITY FACILITIES DISTRICT, CASA GRANDE, ARIZONA, THAT the Board . 

. - authorize the following: 

1. The District Administrator is hereby authorized and empower to execute, on behalf of the 
District, the Purchase Agreement in substantially tk;e.fom presented at this meeting and attached 
to the Request for District Board Action, and any other documents necessary to carry out this 
purpose, with such additions, deletions and modifications as are not inconsistent with this 
Resolution and the Act and as are approved by the District (which approval shall be conclusively 
evidenced the execution thereof by the District Administrator). 
expenditure of public funds in an amount not to exceed $850,000 for acquisition ofthe Mohawk 
and Anderson Brothers water companies and reasonable closing costs; 

2. 

Section 2. Emergency Clause 

WHEREAS, it is necessary for the preservation of the peace, health and safety of the Copper 
Mountain Ranch CFD, Casa Grande, Arizona, an emergency is declared to exist, and this Resolution shall be 

I effective immediately upon its passage and adoption ’ 

District, Casa Grande, Arizona, this 4th day of -200 1. 
PASSED AND ADOPTED by the Board of the Copper Mountain Ranch Community Facilities 

I 









~ - ~ ~ ~~~ 

I e -e  
- 

~ . _  . 
' -  ' _  . - .  . .  

I 
1 

December 20,2000 . Imurunce rr nd 

~ 

I 

. . . nn Assurcx Awmcr 
719 E. Cocton\vood 1 ~ l I l C  (U5?22 

Casa C:tanllc, A% 85230-500 I 
(529) 836-7483 
(520) 836-6681 FAX 

K). 130x 15001 Anderson Bros. - Mohawk Water 
' cornpany,Inc. 

. .  '498 E. 4th Street 
CasaGrande AZ 85222 ' . 

. ' RE: 'American States Insurance . _  
Policy # 01CE3 167244 . . I  

Dear Bill: 

Please find enclosed your copy of the policy noted above. It provides coverage for the period of 
oi/is/oi to 01/15/02. 

: Please review the policy and note specific limits of liability and applicable deductibles. If you 
have any questions or wish to make any changes, please give us a call. 

The policy has been issued at an annual premium of $965.00; Our invoice is enclosed. 

We are a full service agency and can provide you with competitive quotes for auto, home, life 
and health, and long term convalescent care products. 

We appreciate your business ' 

Sincerely, -"-- 
. 

7JjAyL P'J 
I 

I ' a. 
I J.RMcEvoy '. c 

TNE W O N E Y  GROUP 

enclosure . 



THE MAHONEY GROUP-CASA G 
P. 0. Box 15001 
Casa Grande, A2 85230-5001 
Phone : 520-836-7483 Fax : 520-836-6681 

Anderson Bros. - Mohawk Water 
Company, Inc. 
498 E. 4th Street 

asa Grande, AZ 85222 

778792 01/15/01 ‘REN GL-S: 01/02 Commercial Liability 

Invoice Balance: 



SAFECCd" . AMERICAN STATES 1NSURANCE C O n N Y  PAGE 1 
~ INDIANAPOLIS, INDIANA 

COMMERCIAL INSURANCE POLICY - 
I 

MOHAWK WATER COMPANY 
498 E 4TH ST 

I CASA GRANDE, AZ 85222 POLICY NUMBER 01-CE-316724-4 
I 

RENEWAL OF 01-CE-316724-3 01-38 ADORESS 

SEE NAMED INSURED EXTENSION AGENT THE MAHONEY GROUP 
NAME 719 EAST COTTONWOOD LANE 
AND 

WLlW PERIOD FROM 01-15-01 TO 01-15-02 12:Ol AM ADDRESS CASA GRANDE, AZ 85222 
STANDARD TIME AT YOUR MAILING ADDRESS SHOWN ABOVE. 

02-95564 (520)  '836-7483 

THIS POLICY IS  SUBJECT TO FINAL,AUDIT. 
TOTAL ESTIMATED ANNUAL PREMIUM 
DUE ON EFFECTIVE DATE: $965.00 

> 

I 
IN RETURN FOR THE PAYMENT. OF THE PREMIUM, AND SUBJECT TO ALL THE TERMS OF THIS POLICY, WE AGREE WITH YOU 
TO PROVIDE M E  INSURANCE AS STATED IN THIS POLICY. 

. - .  . COMMERCIAL LIABILITY COVERAGE PART .................... $ 965.00 

965 00 
: . I .  - ' .  

9-CC(0887) 
COMPANY USE ONLY 





e 

** LOCATION # 1 ** 
WATER COMPANIES 
PRODUCTS-COMPLETED OPERATIONS ARE SUB JEeT TO THE GE ERAL AGGR GATE LIMIT . n. 

24,100 PAYROLL ?PER $lOOOf 

e 

40.0510 $ 965.00 

. .. . 
COMMERCIAL LIABILITY COVERAGE PART DECLAI\ATIONS PAGE CG -LAST 

NAMED INSURED: MOHAWK WATER COMPANY POLICY NUMBER: 01-CE-316724-4 
FORM OF BUSINESS: ORGANIZATION OTHER THAN A PARTNERSHIP OR JOINT VENTURE 

2. PETERS RD. S. OF CASA GRANDE 
HWY: N 1 MI E. MONTGOMERY RD 
CASA GRANDE,AZ 85230 

99943 

THE FOLLOWING FORMS CURRENTLY APPLY TO THIS COVERAGE PART: 
c e 

EMPLOYMENT-RE WITED PRACTICE s 

9-CC (CG) (1298) DENVER (S) (ROLES) PREPARED 12-11-00 CMD40 SEQ.0001 



0 e 
THIS IS A NOTICE ONLY. THE FULL EXACT CONTRACT IS CONTAINED - - ONLY - _  IN THE POLICY. . - 

SAFECC)" POLICYHOLDER NOTICE 6-1 690 
(1 -94) 

RE Adequately Insured Subcontractors 

If you are a contractor and rely on subcontractors to perform all or part of your work, please read this important notice 
carefully. It could significantly reduce the cost of your liability insurance. 

When your liability premium is based on payroll, subcontracted work will also generate a charge. If your subcontractors carry 
"adequate" insurance, the rate per $1,000 cost of such work is lower than the rate for inadequately insured subcontractors. 
If your subcontractors are inadequately insured, or uninsured, we must classify and rate their work as if performed by your, 
own employees. The resultant premiums may be substantially higher. 

We will consider any subcontractor you hire to be "adequately insured" if that subcontractor carries a limit of liability whlch 
I 

is equal to yours or $100,000, whichever is lower. 
. I  

At the time of premium audit, a company representative will request evidence from you that subcontractors performing work 
on your behalf are adequately Insured. This "evidence" Is usually in the form of certificates of insurance. 

You should require that your subcontractors provide you with a certificate of insurance evidence of liability insurance. They 
may obtain these from their insurance agent. 

You should monitor these certificates of insurance carefully. 

~- 1. -~ Certificates of Insurance should be In file for all subcontractors working for you. 
2. Verify that each subcontractor's insuranceisequate." 

I 
- 

. . L  I . 3. Certificates of insurance should be renewed before they expire. 
-- 4. ; certificates should be retained for at least two years. i% . 
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COMMERCIAL GENERAL LlABlLlN 
COVERAGE FORM 

c. Damages because of "bodily injury" include 
damages claimed by any person or organization 
for care, loss of services or death resulting at any 
time from the "bodily injury". 

2. Exclusions. 
This insurance does not apply to: 

. a. Expected or Intended Injury 

. . -  
COVERAGE FORM 

Various provisions in this policy restrict coverage. Read the 
entire policy carefully to determine rights, duties and what 
is and is not covered. 
Throughout this policy the words "you" and "your" refer 
to the Named Insured shown in the Declarations, and any 
other person or organization qualifying as a Named Insured 
under this policy. The words "we", "us" and "our" refer 
to the company providing this insurance. 
The word "insured" means any person or organization 
qualifying as such under WHO IS AN INSURED (SECTION 
I I). 

. Other words and phrases that appear in quotation marks 
have special meaning. Refer to DEFINITIONS (SECTION V). 

"Bodily injury" or "property damage" expected 
or intended from the standpoint of the insured. 
This exclusion does not apply to "bodily injury" 
resulting from the use of reasonable force to 
protect persons or property. 

'b. Contractual Liability 

SECTION i - COVERAGES 
COVERAGE A. BODILY INJURY AND PROPERIY DAMAGE 
LIABILITY 

1. Insuring Agreement 
a. We will pay those sums that the Insured becomes 

legally obligated to pay as damages because of 
"bodily injury" or "property damage" to which 
this Insurance applies. We will have the right and 
duty to defend the insured against any "suit" 
seeking those damages. However, we will have 
no duty to defend the Insured against any "suit" 
seeking damages for "bodily Injury" or "property 

I damage" to which this insurance does not apply. 
We may, at our discretion, investigate any 
"occurrence" and settle any claim or "suit" that 
may result. But: 

. (1) The amount we will pay for damages is 
limited as described in LIMITS OF 
INSURANCE (SECTION 111); and . 

(2) Our right and duty to defend end when we 
have used up the applicable limit of 
insurance in the payment of judgments or 
settlements under Coverages A or B or 
medical expenses under Coverage C. 

No other obligation or liability to pay sums or 
perform acts or servkes is covered unless 
explicitly provided for .under SUPPLEMENTARY 

b. This insurance applies to "bodily Injury" and 
"property damage" only if: 
(1) The "bodily Iniury" or "property damage" is 

caused by an "occurrence" that takes place 
in the "coverage territory"; and 

(2) The "bodily injury" or "property damage" 
occurs during the policy period. 

' .  

PAYMENTS - COVERAGES A AND B. 

1. . 3 .  . 1. 

, 

c. 

"8odiiy injury" or "property damage" for which 
the insured is obligated to pay damages by 
reason of the assumption of liability In a contract 
or agreement. This exclusion does not apply to 
liability for damages: 
(1) that the insured would have In the absence 

of the contract or agreement; or 
(2) assumed in a contract or agreement that is 

an insured contract", provided the 'I bodily 
injury" or "property damage" occurs 
subsequent to the execution of the the 
contract or agreement. Solely for the 
purposes of liability assumed in an "insured 
contract", reasonable attorney fees and 
necessary litigation expenses incurred by or 
for a party other than an Insured are deemed 
to be damages because of "bodily Injury" 
or "property damage", provided: 
(a) liability to such party for, or for the cost 

of, that party's defense has also been 
assumed In the same "insured 
contract"; and 

(b) such attorney fees and litigation 
expenses are for defense of that party 
against a civil or alternative dispute 
'resolutlon proceeding in which 
damages to which this insurance 
applies are alleged. 

Uquor Liability 
"Bodily injury" or "property damage" for which 
any insured may be held liable by reason of: 
(1) Causing or contributing to the intoxication 

of any person; 
(2) The furnishing of alcoholic beverages to a 

person under the legal drinking age or under 
the influence of alcohol; or 
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COMMERCIAL GENERAL LlABlLlW 
COVERAGE FORM 

. .. . 

(3) Any statute, ordinance or regulation relating 
to the sale, gift, distribution or use of 
alcoholic beverages. 

This exclusion applies only if you are in the 
business of manufacturing, distributing, selling, 
serving or furnishing alcoholic beverages. 

d. Workers Compensation and Similar Laws 
Any obligation of the insured under a workers 
compensation, disability benefits or 
unemployment compensation law or any similar 
law. 

' (dl At or from any premises, site or 
location on which any insured or any 
contractors or subcontractors working 
directly or indirectly on any insured's 
behalf are performing operations: 
(1) if the pollutants are brought on or 

to the premises, site or location in 
connection with such operations 
by such insured, contractor or 
subcontractor; or 

(ii) if the. operations are to test for, 
monitor, clean up, remove, 
contain, treat, detoxify or e. Employer's liability 

' ."Bodily injury" to: neutralize, or in any way respond 
(1) An "employee" of the insured arising out of to, or assess the effects of 
, and in the course of: pollutants. 

, (a) Employment by the Insured; or Subparagraph (d)(i) does not apply to 
(b) Performiny duties related to the "bodily injury'' or "property damage" 

conduct of the insured's business; or arising out of the escape of fuels, lubricants 
or other operating fluids which are needed 
to (2) The spouse, child, parent, brother or sister 

of that "employee" as a consequeme-ef ___ paragraph (1) above. or g c E b m e  
operatlon af "mobile equipment" or its , , This exclusion applies: 

' (I) Whether the insured may be liable as an operating flulds escape from B vehicle part ' 

employer or in any other capacity; and designed to hold, store or receive them. This 
(2) To any obllgation,to share damages with or . >. 1. - .  exception does not apply If the fuels, 
. repay someone else who must pay damages : >.  lubricants or other operating fluids are 

because of the iniury. intentionally discharged, dispersed or 
This exclusion does not apply to liability assumed released, or if such fuels, lubricants or other 
by the insured under an "insured contract". operating fluids are brought on or to the 

premises, site or location with the intent to 
be discharged, dispersed or released as part 

(1) "Bodily injury" or "property damage" of the operations being performed by such 
insured, contractor or subcontractor. arising out of the actual, alleged or 

Subparagraphs (a) and (dj(i) do not apply . 
threatened discharge, dispersal, seepage, 

to "bodily injury'' or "property damage" 
migration, release or escape of pollutants: 

arislng out of heat, smoke or fumes from a (a) At or from any premises, site or 
location which Is or was at any, time hostile fire. 

As used in this exclusion, a hostile fire 
owned or occupied by, or rented or 

means one which becomes uncontrollable 
loaned to, any insured; 

or breaks out from where it was intended to 
(b) At or from any premises, site or 

location which is or was at any time 
be. used by or for any insured or others for 

the handling, storage, disposal, (2) Any loss, cost, or expense arising out of 
processing or treatment of waste; any 

(c) Whkh are or were at any time (a) Request, demand or order that any 
transported, handled, stored, treated, Insured or others test for, monitor, 
disposed of, or processed as waste by clean up, remove, contain, treat, 
or for any insured or any person or detoxify or neutralize, or in any way 
organization for whom you may be respond to, or assess the effect of _-'' 

legally responsible; or pollutants; or 

parts, if such fuels, lubricants or other .' . '  

1. Poilution 

c 



. .  

I 

I 

i 
I 

41. 

(b) Claim or suit by or on behalf of a 
governmental authority for damages 
because of testing for, monitoring, 
cleaning up, removing, containing, 
treating, detoxifying or neutralbing, or 
in any way responding to, or assessing 
the effects of pollutants. 

Pollutants means any solld, liquid, gaseous or 
thermal irritant or contaminant, including smoke, 
vapor, soot, fumes, acids, alkalis, chemicals and 
waste. Waste includes materials to be recycled, 
reconditioned or reclaimed. 
Aircraft, Auto or Watercraft : 
"Bodily injury" or "property damage" arising out 
of the ownership, maintenance, use or 
entrustment to others of any aircraft, "auto" or 

.watercraft owned' or operated by or rented or 
loaned to any insured. Use includes operation 
and "loading or anloading". 
This exclusion does not apply to: 
(I) A watercraft while ashore on premises you 

own or rent; 
(2) A watercraft you do not own that is: 

(a) Less than 26 feet long; and 
(b) Not being used to carry persons or 

mmerty'for a charm 

L 
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COMMERCIAL GENERAL LlABlLlN 
COVERAGE FORM 

incident to war. War includes civil war, 
insurrection, rebellion or revolution. This 
exclusion applies only to liability assumed under 
a contract or agreement. 
Damage to Property 
"Property damage" to: 
(I) Property you own, rent, or occupy; 
(2) Premises you sell, give away or abandon, if 

the "property damage" arises out of any 
part of those premises; 

(3) Property loaned to you; 
(4) Personal property in the care, custody or 

control of the Insured; 
(5) That particular part of real property on which 

you or any contractors or subcontractors 
working directly or indirectly on your behalf 
are performing operations, if the "property 
damage" arises out of those operations; or 

(6) That particular part of any property that must 
be restored, repaired or replaced because 
"your work" was incorrectly performed on 
it. 

Paragraph (2) of this exclusion does not apply i f .  
the premises are "your work" and were never 
occupied, rented or held for rental by you. 
Paragraphs (3), (4), (5) and (6) of this exclusion 

~ . 
~ ._ . 

(3) Parking an 'auto" on, &on the ways next 
to, premises you own or rent, provided the 
"auto" is not owned by or rented or loaned Paragraph (6) of this exclusion does not apply to 
to you or the insured; "property damage" included in the 

(4) Liability assumed under any "insured " products-completed operations hazard". 
contract" for the ownership, maintenance or 
use of aircraft or watercraft: or 

(5) "Bodily injury" or "property damage" 
arising out of the operation of any of the 
equipment listed in paragraph f.(2) or f.(3) 
of the definition of "mobile equipment". 

"Bodily Injury" or "property damage" arising out , 
Of: 

(1) The transportation of "mobile equipment" 
by an "auto" owned or operated by or 
rented or loaned to any insured; or 

(2) The use of "mobile equipment" in, or while ' 
in practice fo< or while being prepared for, 
any prearranged racing, speed, demolition, 
or stunting activity. 

'll. . 1. do not apply to liability assumed under a . 
. '- sidetrack agreement. 

k. Damage to Your Product 
"Property damage" to "your product" arislng out 
of it or any part of it. 

"Pmpetty darnage" to "your work" arising out 
of it or any part of it and included in the 
"products-completed operations hazard". 
This exclusion does not apply if the damaged 
work or the work out of which the damage arises 
was performed on your behalf by a 
subcontractor. 

m Damage to Impaired Property or Property Not 
Physically Injured 
Is Property damage" to I' impaired property" or 
property that has not been physically injured, 

"Bodiiy injury" or "property damage" due to war, (1) A defect, deficiency, inadequacy or 
whether or not declared, or any act or condition dangerous condition in "your product" or 

"your work"; 'or 

I. Damage to Your Work 

h. Mobile Equipment 

c 

. 

i. War arising out of: 



~ . - .  .. CG 00 01 01 96 . .  - .  

COMMERCIAL GENERAL LlABlLlN 
COVERAGE FORM 

(2) A delay or failure by you or anyone acting No other obligation or liability .to pay sums or 
on your hehaif to perform a contract or perform acts or services is covered unless 
agreement in accordance with its terms. explicitly provided for under SUPPLEMENTARY 

of other property arising out of sudden and 
accidental physical injury to "your product" or ('I) "Personal Injury" caused by an offense 
"your work" after it has been put to its intended arising out of your business, excluding 
use. advertising, publishing, broadcasting or 

n. Recall of Products, Work or Impaired Property telecasting done 'by or for you; 
Damages claimed for any loss, cost or expense (2) "Advertising injury" caused by an offense 
incurred by you or others for the loss of use, committed in the course of advertising your 
withdrawal, recall, inspection, repai!, replacement, goods, products or services; 

1 adjustment, removal or disposal of: but only if the offense was committed in the 
(1) "Your product"; "coverage terrlitory" during the policy period. 
(2) "Your work"; or 2. Exclusions. 
(3) "Impaired property"; 

This exclusion does not apply to the loss of use PAYMENTS - COVERAGES A AND 9. 
b. This insurance applies to: 

This Insurance does not apply to: 
if such product, work, or property is withdrawn 
or recalled from the market or from use by any 
person or organization because of a,la\own or 
suspected defect, deficiency, inadequacy or 
dangerouscondiUonkk _- __ 

Exclusions c. through n.'do not apply to damage by 
. . fire to premises while rented to you or temporarily 

occupied by you with permlssion of the owner. A 
separate limit of insurance applies to thhis coverage as 
described In LIMITS OF INSURANCE (Section 111). 

a. "Personal injury" or "advertlsing in]ury" 
(I) Arising out of oral or written publication of 

material, if done by or at the direction of the 
Insured with knowledae of its falsitv: 

(2) Arising out of oral or written publication of 
material whose first publication took place *.'. . 
before the beginning of the policy period; ;. . 

(3) Arising out of the willful violation of a penal 
statute or ordinance committed by or with 
the consent of the Insured; . I $  . 1 . .  

. '*(4) For which the insured has assumed liability 
in a contract or agreement. This exclusion 
does not apply to liability for damages that 
the insured would have in the absence of the 

(6) Arising out of the actual, alleged or 
threatened discharge, dispersal, seepage, i 
migration, release or escape of pollutants at 
any ,time. 

COVERAGE B. PERSONAL AND ADVERTISING INJURY 
I , LIABILITY 

' I. Insuring Agreement. contract or agreement; or 
a. We will pay those sums that the Insured becomes 

legally obligated to pay as damages because of 
"personal injury" or "advertising injury" to which 
this insurance applies. We will have the right and 
duty to defend the insured against any "suit" 
seeking those damages. However, we will have (I) Breach of contract, other than 
no duty to defend the insured against any "suit" misappropriation of advertising ideas under 
seekhg damages for "personal injury" or , an implied contract; 
"advertising Injury" to which this insurance does ; (2) The failure of goods, products or services to 
not apply. We may, at our discretion, investigate conform with advertised quality or 
any "occurrence" or offense and settb any claim performance; 
or "suit" that may result But (3) The wrong description of the price of goods, 
(I) The amount we will pay for damages is products or services; or 

limited as described in LIMITS OF (4) 'An offense committed by an Insured whose 
INSURANCE (SECTION 111); and business is advertising, broadcasting, 

(2) Our right and duty to defend end when we publishing or telecasting. 
have used up the applicable limit of c. Any loss, cost or expense arising out of any: 
Insurance In the payment of judgments or (1) Request, demand or order that any insured 
settlements under Coverages A or B or or others test for, monitor, clean up, remove, medical expenses under Coverage C. 

! 

b. "Advertising injury" arising out of: 



. .  

contain, treat, detoxify or neutralize, or In 
any way respond to, or asses the effects of 
pollutants; or 

(2) Claim or suit by or on behalf of a 
governmental authority for damages 
because of testing for, monitoring, cleaning 
up, removing, containing, treating, 
detoxifying or neutralizing, or in any way 
responding to, or assessing the effects of 
pollutants. 

Pollutants means any solld, liquid, gaseous or thermal 
irritant or contaminant, including smoke, vapor, soot, 
fumes, acids, alkalls, chemicals and waste. Waste 
includes rnaterlals to be recycled, reconditioned or 

COMMERCIAL GENERAL LlABfLlN 
COVERAGE FORM 

c, To a person injured on that part of premises you 
own or rent that the person normally occupies. 

d. To a person, whether or not an "employee" of 
any insured, if benefits for the "bodily injury" are 
payable or must be provided under a workers 
compensation or disability benefits law or a 
similar law. 

e. To a person injured while taking part in, athletics. 
1. Included withln the "products-completed 

operations hazard". 
Q. Excluded under Coverage k 
h. Due to war, whether or not declared, or any act 

or condition Incident to war. War includes civil 
war, Insurrection, rebellion or revolution. 

SUPPLEMENTARY PAYMENTS - COVERAGES A AND B reclaimed. 

COVERAGE C. MEDICAL PAYMENTS 

1. Insuring Agreement. 

We will pay, with respect to any claim we Investigate or 
settle, or any "suit" against an insured we defend: 

I. All expenses we incur. 
2. Up to $250 far cost of bail bonds required because of 

accidents or traffic law violations arising out of the use 
of any vehicle to which the Bodily Injury Liability 
Coverage applies. We do not have to furnish these 

3. The cost of bonds to release attachments, but only for 
bond amounts within the applicable limit of insurance. 

:We do not have to furnish these bonds. 
4. Ahasonable expenses incurred by the Insured at our 

request to assist us in the investigation or defense of 
the claim or "sub", including actual loss of earnings 
up to $250 a day because of time off from work. 
All COStS taxed against the Insured in the "suit". 
Prejudgment interest awarded against the. insured on 
that part of the judgment we pay. IF we make an offer 
to pay the applicable h i t  of insurance, we will not pay 
any prejudgment interest based on thai period of time 
after the offer. 

7. All interest on the full amount of any judgment that 
accrues after entry of the judgment and before we 
have paid, offered to pay, or deposited in court the 

we pay 
for "bodily injury" caused by an accident 
(1) On premises you own or rent; 
(2) On ways next to premises you own or rent; 

or bonds. 
(3) Because of your operations; 
provided that 
(1) The accldent takes place in the "coverage 

territory" and during the policy period; 
(2) The expenses are incurred and reported to 

us within one year of the date of the 
accident; and 

(3) me injured person submits to examinatbn, 
at Our expense, by physidans of our choice 
as often as we reasonably require. 

b. We will make these payments regardless of fault. 
These payments will not exceed the applicable 
limit of Insurance. We will pay reasonable 
expenses for. 
(I) First aid administered at the time of an 

(2) Necessary medical, surgical, x-ray and ,. 

expenses as described below 

. - .  . . -  
* .  

1 

6. 
6. 

8- 

9 , 

I 

I , 
I accident; . ' d  part of the judgment that Is within the applicable limit 
I 

I of insurance. dental services, including prosthetic devices; 
and 

nursing and funeral services. 

These payments will not reduce the limits of insurance. 

of the insured is also named as a party to the "suit", we 
will defend that indemnitee if all of the following conditions 
are met 

(3) Necessary ambulance, hospital, professional If we defend an insured against a *'suit'' and an indemnitee 

2, Exclusions. 
We will not pay expenses for "bodily injury": 
a. To any insured. 
b. To a person hired to do work for or on behalf of 

any insured or a tenant of any insured. 
a. The "suit" against the indemnitee seeks damages 

for which the insured has assumed the liability 
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of the indemnitee In a contract or agreement that 
is an "insured contract"; 

b. This insurance applies to such iiability assumed 
by the insured; 

c. The obligation to defend, or the cost of the 
defense of, that indemnitee, has also been 
assumed by the Insured in the same "insured 
contract"; 

d. The allegations in the "suit" and the information 
we know about the "occurrence" are such that 
no conflict appears to exist between the interests 
of the insured and the interests of the indemnitee; 

8. The indemnitee and the insured ask us to 
'.conduct and control the defense of that 

indemnitee against such "suit" and agree that 
we can assign the same counsel to defend the 
insured and the indemnitee; and 

(1) agrees in writing to: 

a. We have used up the applicable timit of insurance 
in the payment of judgments or settlements; or 

b. The conditions set forth above, or the terms of 
the agreement described in paragraph 1. above, 
are no longer met. 

ECTION I I  - WHO IS AH INSURED 
1. if you are designated in the Declarations as: 

a. An indivldual, you and your spouse are insureds, 
but only with respect to the conduct of the 
business of which you are the sole owner. 

b. A partnership or joint venture, you are an insured. 
Your members, your partners, and their spouses 
are also insureds, but only with respect to the 
conduct of your business. 

c. A limited liability company, you are an insured. 
Your members are also insureds, but only with 
respect to the conduct of your business. Your 
managers are Insureds, but only with respect to 
their duties as your ~TWBQEL 

venture or limited iiablllty company, you are an 
insured. Your "executive officers" and directors 
are insureds, but only with respect to their duties 

. %. .are also insureds, but only with respect to their 
. :: llabilky as stockholders. 

2. Each of the following Is also an insured: 

' 

f. The indemnitee: 

(a) cooperate with us in the investigation, 
settlement or defense of the "suit"; 

demands, notices, summonses or legal 
papers received. In connection with the 
(I suit"; 

(c) notify any other insurer whose as your officers or directors. Your stockholders ' 

coverage is available to the indemnitee; 
and 

(a) CooPemte With us With resped to 
coordinating other applicable Insurance 'employees", other than either your 
available to the indemnitee; and "executive officers" (if .you are an. organization 

(2) provides us with written authorization to: other than a partnership, joint venture or limited 
(a) obtain records and other information liability company) or your managers (if you are a 

related to the "suit"; and 
(b) conduct and control the defense of the the scope of their employment by you or whlle 

indemnitee in such "suit". performing duties related to the conduct of your 
So long as the above conditions are met, attorneys business. However, none of these "employees" 
fees incurred by us in the defense of that indemnitee, is an insured for: 
necessary litigation expenses incurred by us and (1) "Bodily injury" or "personal injury": 

(a) To you, to your partners or members necessary litigation expenses incurred by the . *  

indemnitee at our request will be paid as (if you are a partnership or joint 
Supplementary Payments. Notwithstanding the venture), to your members (if you are 
provlsions of paragraph 2.b.(2) of COVERAGE A - a limited liability company), or to a 
BODILY INJURY AND PROPERTY DAMAGE LIABILITY co-" em plo yee" while that 
(Section i - Coverages), such payments will not be co-:employee" is either in the course 
deemed to be damages for "bodily injury" and of his or her employment or performing 
"property damage" and will not reduce the limits of duties related to the conduct of your 
insurance. business; 
Our obligation to defend an Insured's Indemnitee and (b) To the spouse, child, parent, brother or 
to pay for attorneys fees and necessary litigation sister of that co-"employee" as a 
expenses as Supplementary Payments ends when: 

__ fb) i r n m e d i i 6  us copies 01 any d. An organization other than a partnership, joint 

limited liability company), but only for acts within i 
! 

, 
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consequence of paragraph (l)(a) 
above; 

(c) For which there is any obligation to 
share damages with or repay someone 
else who must pay damages because 
of the injury described in paragraphs 
(1) (a) or (b) above; or 

(d) Arising out of his or her providing or 
failing to provide professional health 
care services. 

(a) Owned, occupied or used by, 
(b) Rented to, In the care, custody or 

control of, or over which physical 
. control is being exercised for any 

' purpose by, 
you, any of your "employees", any partner 

. or member ( i  you are a partnership or joint 
venture), or any member (if you are a limited 
liability company). 

b. Any person (other than your "employee"), or any 
organization while acting as your real estate 
manager. 

(2) "Property damage" to property: 

e 
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4. Any organization you newly acquire or form, other than 
a partnership, joint venture or limited liability company, 
and over which you maintain ownership or majority 
interest, will qualify as a Named Insured if there is no 
other similar insurance available to that organization. 
However: 
a. Coverage under this provision is afforded only 

untll the 90th day after you acquire or form the 
organization or the end of the policy period, 
whichever is earlier; . 

b. Coverage A does not apply to "bodily injury" or 
"property damage" that occurred before you 

. acquired or formed the organization; and 
c. Coverage I3 does not apply to "personal injury" 

or !'advertising Injury" arising out of an offense 
committed before you acquired or formed the 
organization. 

No person or organization is an insured with respect to the 
conduct of any current or past partnership, Ioint venture or 
limited liabil*Ry company that Is not shown as a Named 
Insured in the Declarations. 

SECTION 111 - LIMITS OF INSURANCE 
-: ; c. .Any person or organization having proper 

temporary custody of your property if you die, but The Limits Of iflSUraflCe shown in the Declarations and 
only the rules below fix the most we will pay regardless of 

1 the number o t  
maintenance or use of that property; and .a.- Insureds; 

(2) Until your legal representative has been b. Claims made or "suits" brought; or 
appointed. c. Persons or organizations making claims or 

d Your legal representative if you die, but only with bringing "suits". 
respect to duties as such. That representative will 2. .The General Aggregate Limit is the most we will pay 
have all your rights and duties under this for the sum o t .  
Coverage Part. a. Medical expenses under Coverage C; 

3. With respect to "mobile equipment" registered in your b. Damages under Coverage A, except damages 
name under any motor vehicle registration law, any because of "bodily injury" or "property damage" 
person is an insured while driving such equipment included in the " products-completed operations 
along a public highway with your permission. Any hazard"; and 
other person or- organization responsible for the c. Damages under Coverage B. 
ccwht of such Person 1s also an insured, but only ' * 3. The Products-Completed Operations Aggregate Limit 
with respect to liability arlShlg Out Of the operation Of ' is the most we will pay under Coverage A for damages 
the equipment, and only if no other insurance of any because of "bodily injury" and "property damage" 
klnd is avallable to that person or organization for this included in the "products-completed operations 
liability. However, no person or organization is an hazard". 
insured with respect to: 4. Subject to 2. above, the Personal and Advertising 
a. "Bodily injury" to a co-"employee" of the person Injury Limit is the most we will pay under Coverage B 

driiing the equipment; or for the sum of all damages because of all "personal 
b. "Property damage" to property owned by, rented injury" and all "advertising injury" sustained by any 

to, in the charge of or occupied by you or the one person or organization. 
employer of any person who is an insured under 
this provision. 

1. 

. (1) With respect to liability arising out of the . .  

' 
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6. Subject to 2. or 3. above, whichever applies, the Each 
Occurrence Limit is the most we will pay for the sum 
Of: c. You and any other involved insured must: 
a. Damages under Coverage A; and (I) Immediately send us copies of any 
b. Medical expenses under Coverage C demands, notices, summonses or legal 
because of all "bodily injury" and "property damage" papers received in connection with the claim 

or "suit"; 
(2) Authorize us to obtain records and other 

arising out of any one "occurrence". 
E. Subject to 5. above, the Fire Damage Llmit is the most 

we will pay under Coverage A for damages because information; 
of "property damage" to premises, while rented to you (3) Cooperate with us in the lnvestigatlon or 
or temporarily occupied by you with permission of the . settlement of the clalm or defense against 
owner, arising out of any one fire. the "suit"; and 

7. Subject to 5. above, the Medical Expense Limit Is the . (4)' Assist us, upon our request, in the 
most we will pay under Coverage C for all medical enforcement of any right against any person 
expenses, because of "bodily injury" sustained by any or oroanization which may be liable to the 

insured because of Injury or damage to 
which this insurance may also apply. 

one person. 

The Limits of Insurance of this Coverage Part apply d.' No insured will, except at that Insured's own cost, 
separately to each consecutive annual period and to any voluntarily make a payment, assume any 
remaining period of less than 12 months, starting with the obligation, or Incur any expense, other than for 
beginning of the policy period shown In the Declarations, first aid, without our consent. 

additional period of less than 12 months. In that case, the 
. 'Edditional period will be deemed part of the last preceding 

period for purposes of determlning the Llmits of Insurance. 

You must see to it that we receive written notice 
of the claim or "suit" as soon as practicable. 

. 

. 
' 1 1  ~- m a w -  ~- ~ 

' 

i m o n  has a right on 
Coverage Part 
a. To join us as a party or otherwise bring us into 

a '*suit" asking for damages from an insured; or 
b.: ..To sue us on this Coveraw Part unless all of its SECTION IV - COMMERCIAL GENERAL' 

LIABILITY CONDITIONS ' "terms have been fully complied with. 
A person or organlzatlon may sue us to recover on an 

1. Bankruptcy. . agreed settlement or on a final judgment against an 
insured obtained after an actual trlal; but we will not 
be liable for damages that are not payable under the 
terms of thts Coverage Part or that are in excess of the 

means a settlement and release of liability signed by 
us, the Insured and the claimant or the claimant's legal 
representative. 
Other 
If other valkl and collectible insurance is available to 

, the insured for a loss we cover under Coverages A or 
' B of this Coverage Part, our obiigations are limited as 

Bankruptcy or Insolvency of the insured or of the 
insured's estate will not relieve us of our ObliQatiOnS 
under this Coverage Part. 

2. Duties In The Event of Occurrence, Offense, Claim 
Or Suit 
a. You must see to it that we are notified as soon 

as practicable of an. "occurrence" or an offense 
which may result in a claim. To the extent 
possible, notice should include: 
(I) How, when and where the "occurrence" or 

offense took place; 

persons and witnesses; and a. Primary Insurance 
(3) The nature and location of any injury or 

damage arising out of the "occurrence" or 
. 

offense. 
If a claim is made or "suit" is brought against 
any insured, you must 
(1) Immediately record the specifics of the claim 

or "suit" and the date received; and 
(2) Notify us as soon as practicable. 

i applicable limit of insurance. An agreed settlement ! 

(2) The names arid addresses of any inlured foliows: 

This insurance Is primary except when b. below 
applies. If this insurance is primary, our 
obiigations are not affected unless any of the 
other insurance is also primary. Then, we will 
share with all that other insurance by the method 
described In c. below. 

b. 

b. Excess Insurance 

- . -... I_ -  an.... .. L 1.1 
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b. Premium shown in this Coverage Part as advance 
premium is a deposit premium only. At the close 
of each audit period we will compute the earned 
premium for that period. Audit premiums are due 
and payable on notice to the first Named Insured. 
If the sum of the advance and audit premiums 
paid for the policy period Is greater than the 
earned premium, we will return the excess to the 
first Named Insured. 

E. The first Named Insured must keep records of the 
information we need for premium computation, 
and send us copies at such times as we may 

- .  - -  . .  . . .  

This insurance is excess over any of the other 
insurance, whether primary, excess, contingent 
or on any other basis: 
(I) That is Fire, Extended Coverage, Builder's 

Risk, Installation Risk or similar coverage for 
"your work"; 

(2) That is Fire insurance for premises rented to 
you or temporarily occupied by you with 
permission of the owner; or 

(3) If the loss arises out of the maintenance or 
use of aircraft, "autos" or watercraft to the 
extent not subject to bclusion Q. of 
Coverage A (Section 1). I request. 

By accepting this policy, you agree: ' 1  When this Insurance is excess, we will have no 
duty under Coverages A or B to defend the 
insured against any "suit" if any other Insurer a. The statements in the Declarations are accurate 
has a duty to defend the insured against that and complete; 
"suit". If no other insurer defends, we will b. Those statements are based upon representations 
undertake to do so, but we will be entitled to the you made to us; and 
Insured's rights against all those other insurers. E. We have issued this policy in reliance upon your 
When this insurance is excess over other representations. 
insurance, we will pay only our share of the 
amount of the loss, if any, that exceeds the sum Except with respect to the Limits of Insurance, and any 

' I  . Of: rights or duties specifically assigned in this Coverage 
(1) The total amount that all such other Part to the. first Named Insured, this insurance 

insurance would pay for the loss in the applies: 
absence of this insurance; and r. As if each Named Insured were the only Named 

(2) The total of all deductible and self-insured . I. Insured; and 
amounts under all that other insurance. b. Separately to each insured against whom claim 

We will share the remaining loss, if any, with any Is made or "suit" is brought. 
other insurance that is not described in this 8. Transfer Of Rights Of Recovery Against Others To 

us. 
specifically to apply in excess of the Llmits of If the insured has rights to recover all or part of any 
Insurance shown in the Declarations of this payment we have made under this Coverage Part, 

those rights are transferred to us. The insured must 
do nothing after loss to impair them. At our request, 
the insured will bring "suit" or transfer those rights to 
us and help us enforce them. 

6. Representations. 

7. SeParauon Of hsufeds. 

. 1. 

Excess Insurance provision and was not bought 

i: 
B Coverage Part. 

c. Method of Sharing 
If all of the other insurance permits contribution 
by equal shares, we will follow this method also. g. When we Do Renew. 
Under this approach each insurer contributes 

of insurance or none of the loss remains, 
whichever comes flrst. 
If any of the other insurance does not permit 
contribution by equal shares, we will contribute 
by limits. Under this method, each insurer's share 
is based on the ratio of its applicable limit of 
insurance to the total applicable llmits of 
insurance of all insurers. 

a. We will compute all premiums for this Coverage 
Part in accordance with our rules and rates. 

I equal amounts until it has paid its applicable limit ' . If We decide not to. rf%ew this Coverage part, we 
mail or deliwer to the first Named Insured shown in the 
Declarations written notice of the nonrenewal not less 
than 30 days before the expiration date. 
If notice is mailed, proof of mailing will be sufficient 
proof of notice. 

I ; 
I 

SECTION V - DEFINITIONS 
1. "Advertising injury" means injury arising out of one 

j 6. Premium Audit. or more oi the following offenses: 
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a. Oral or written publication of material that 
slanders or libels a person or organization or 
disparages a person's or organization's goods, 

b. Oral or written publication of material that violates 
a person's right of privacy; 

c. Misappropriation of advertising ideas or style of 
doing business; or 

'd. Infringement of copyright, title or slogan. 
2. "Auto" means a land motor vehicle, trailer or 

semitrailer designed for travel on public roads, 
including any attached machinery or equipment. But 
"auto" does not include "mobile equipment". 

3. "Bodily injury" means bodily injury, sickness or 
disease sustained by a person, including death 
resulting from any of these at any time. 

4. "Coverage territory" means: 
a The United Statas of America (including its 

territories and possessions), Puerto Rico and 
Canada; 

B International waters or airspace, provided the 
injury or damage doesTaccur In f l i inwrse 
of travel or transportation to or from any place 

k All parts of the world if: 
(1) The injury or damage arises out of: 

(a) Goods or products made or sold by 
you in the territory described in a. 
above; or . 

(b) The activities of a person whose home 
Is in the territory described in a. above, 
but is away, for a short time on your 
business; and 

(2) The insured's responsibility to pay damages 
Is determined in a "suit" on the meriis, in 
the territory described in a. above or in a 
settlement we agree to. 

ti. Tinployee" includes a "leased worker". "Employee" 
does not include a "temporary worker". 

6. "Executhre offlcer" means a person hOMlng any of the 
officer positions created by your charter, constitution, 
by-laws or any other similar governing document. 

7. "Impaired property" means tangible propertyl other 
than "your product" or "your worlt", that cannot be 
used or is less useful because: 
a. It incorporates "your product" or "your WOW 

that Is known or thought to be defective, deficient, 
inadequate or dangerous; or 

b. You have failed to fulfill the terms of a contract 
or agreement; 

if such property can be restored to use by: 

' products or services; 

.. . not included in a. above; or 

e I __.. can,lnrr nrrhs Inn l o a h  
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a. The repalr, replacement, adjustment or removal 
of "your product" or "your work"; or 

b. Your fulfilling tha terms of the contract or 
agreement. 

8. "Insured contract" means: 
a. A contract for a lease of premises. However, that 

portion of the contract for a lease of premises 
that indemnifies any person or organization for 
damage by fire to premises while rented to you 
or temporarily occupied by you with permission 
of the owner is not an "insured contract"; 

4 A sidetrack agreement; 
c. Any easement or license agreement, except in 

connection with construction or demolition 
operations on or within 50 feet of a railroad; 

d. An obligation, as required by ordinance, to 
indemnify a municipality, except in connection 
with work for a municipality; 

a. An elevator maintenance agreement; 
f. That part of any other contract or agreement 

pertaining to yollr business (including an 
municipality in connection 

with work performed for a munlcipaiity) under .. - % >  

which you assume the tort liability of another ,' 
party to pay for "bodily injury" or "property ' 

damage" to a third person or organization. Tort 
. 1. lliability means a liability that would be imposed 
: ;:by law In the absence of any contract or 

agreement. 
Paragraph f. does not include that part of any 
conwct or agreement 
(1) That indemnifies a railroad for "bodily 

ln]ury" or "property damage" arising out of 
. 50 feet of any railroad property and affecting 

any railroad bridge or trestle, tracks, 
road-beds, tunnel, underpass or crossing; 

(2) That Indemnifles an architect, engineer or 
surveyor for injury or damage arising out 

, '  Of: 
, (a) Preparing, approving or failing to 

prepare or approve maps, shop 
drawings, opinions, reports, surveys, 
field orders, change orders or drawings 
and specifications; or 

(b) Giving directions or instructions, or 
failing to give them, if that is the 
primary cause of the injury or damage; 
or 

(3) Under which the insured, if an architect, 
engineer or sunreyor, assumes liability for 

constructlon or demolition operations, within > 
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an injury or damage arising out of the t. 
insured's rendering or failure to render 
professional sewices, including those listed 
in (2) above and supervisory, inspection, 
architectural or engineering activities. 

9. "Leased worker" means a person leased to you by a 
labor leasing firm under an agreement between you 

. and the labor leasing firm, to perfom duties related to 
the conduct of your business. "Leased worker" does 
not include a "temporary worker". 

IO. "Loading or unloading" means the handling of 
property: 

; accepted for movement into or onto an aircraft, 
watercraft or "auto"; ' 

b. While it is in or on an aircraft, watercraft or 
"auto"; OF 

e. While it Is being moved fiom an aircraft, 
watercraft or "auto" to the place where it is finally 

D . a. After it is moved from the place where it is 

a 
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Vehicles not described in a., b., c. or d. above 
maintained primarily for purposes other than the 
transportation of persons or cargo. 
However, self-propelled vehicles with the 
following types of permanently attached 
equipment are not "mobile equipment" but will 
be considered "autos": 
(1) Equipment designed primarily for. 

(a) Snow removal; 
(b) Road maintenance, but not 

(c) Street cleaning. 
(2) Cherry pickers and similar devices mounted 

on automobile or truck chassis and used to 
raise or lower workers; and 

(3) Air compressors, pumps and generators, 
including spraying, welding, building 
cleaning, geophysical exploration, lighting 
and well servicing equipment. 

construction or resurfacing; or 

12. "Occurrence" means an accident, Including 
but "loadlnlj or unloading" does not include the continuous or repeated exposure to substantially the 
movement of property by means of a mechanical same general harmful conditions. 

.. i . . , the aircraft, watercraft or "auto". injury", arising out of one or more of the following 
11; "Mobile equipment" means any of the following types offenses: 

of land vehicles, Including any attached machinery or ;a. False arrest, detention or imprisonment; 
equipment ' .a. Malicious prosecution; 
a. Bulldozers, farm machinery, forklifts and other 'ti' The wrongfu! eviction from, wrongful entry into, 

vehicles designed for use principally off public or Invasion of the right of private occupancy of a 
toads; room, dwelling or premises that a person 

b. Vehicles maintained for use solely on or next to occuples by or on behalf of its owner, landlord 
premises you own or rent or lessor; 

c. Vehicles that travel on crawler treads; . d. Oral or written publication of materjal that E d. Vehicles, whether self-propelled or not, slanders or libels a person or organization or 
maintained primarily to provide mobility to disparages a person's or organization's goods, 

(1) Power cranes, shovels, loaders, diggers or e. Oral or written publication of material that violates 

(2) Road construction or resurfacing equipment 
such as graders, scrapers or rollers; '. a. Includes all "bodily injury" and "property 

e. Vehicles not described in a., b., c. or d. above damage" occurring away from premises you own 
that are not self-propelled and %re maintained or rent and arising out of "your product" or 
primarily to provide mobility to . permanently . "your work" except 
attached equlpment of the following types: (1) Products that are still in your physical 
(1) Air compressors, pumps and generators, possession; or 

including spraying, welding, building (2) Work that has not yet been completed or 
cleaning, geophysical exploration, lighting abandoned. However, "your work" will be 
and well servicing equipment; or deemed completed at the earliest of the 

raise or lower workers; 

delivered; 

. -. device, other than a hand tt'UCk, that is not attached to 13. "Personal injury" means injury, other than ,,bodily 

I 

I 

I 

I permanently mounted: products or services; or 

l drills; or a person's right of privacy. 
14. I' Products-completed operations hazard": 

(2) Cherry pickers and similar devices used to following times: 
c 
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COMMERCIAL GENERAL LIABILITY 
. - .  . - .  . .  

. COVERAGEFORM , 
(a) When all of the work called for in your a. An arbitration proceeding in which such damages 

contract has been completed. are claimed and to which the insured must 
(b) When all of the work to be done at the submit or does submit with our consent; or 

job site has been completed if your b. Any other alternative dispute resolution 
contract calls for work at more than proceeding in which such damages are clatmed 
one ]ob site, and to which the insured submits with our 

(c) When that part of the work done at a consent, 
job site has been put to its Mended 17. "Temporary worker" means a person who is furnished 
use by any person or organization other to you to substitute for a permanent 'employee" on 
than another contractor or leave or to meet seasonal or short-term workload 
subcontractor working on the same conditions. 
project, 16. "Your product" means: 

Work that may need setvice; maintenance, a Any goods or products, other than real property, 
': correction, repair or replacement, but which manufactured, sold, handled, distributed or 

is otherwise complete, will be treated as disposed of by: 

b. Does not include "bodily injury" or "property (2) Others trading under your name; or 
damage" arising out. of: . . (3) A person or organizatlon whose business or 
(1) The transportation of property, unless the assets you have acquired; and 

injury or damage arises out of a condition in b. Containers (other than vehicles), materials, parts 
or on a vehicle not owned or operated by or equipment furnished in connection with such 
you, an-* was cra&Wy- 

"Your product" includes: "loading or unloading" of that vehicle by 
1 .  any insured; 

(2) The existence of tools, uninstalled a. Warranties or representations made at any time 
equipment or abandoned or unused with respect to the fitness, quality, durability, 
materials; or ,performance or use of "your product"; and 

' (3) Products or operations for which the bi':':The providing of or failure to provide warnings or 
classification, listed in the Declarations or in instructions. 
a policy schedule, states that "Your product" does not Include vending machines 
products-completed operations are subject or other property rented to or located for the use of 
to the General Aggregate Limit. . others but not sold. 

19. ''Your work" means: 

completed. (1) You; 

- ~~ 

16. "Property damage" means: 
a. Physical Injury to tangible property, including all a. Work or operations performed by you or on your $ 

resulting loss of use of that property. All such 
loss of use shall be deemed to occur at the time h Materials, parts or equipment furnished in 
of the physical injury that caused it; or 

physically injured. All such loss of use shall be 
deemed to occur at the time of the "occurrence" 
that caused it. 

16. "Suit" means a civil 'proceeding in which damages 
because of 'I bodily injury", "property damage", instructions. 
"personal injury" or "advertising injury" to which this 
insurance applies are alleged. "Suit" includes: 

behaif; and 

connection with such work or operations. 

a. Warranties or representations made at any time 
with respect to the fitness, quality, durability, 
performance or use of "your work"; and 

b. The providing of or failure to provide warnings or 

b. Loss of use of tangible property that Is not "Your work" includes: . 

, *  .. 
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COMMERCIAL GENERAL LIABILITY KNOWN INJURY OR DAMAGE 
I 
I 
~ 

This endorsement modifies insurance provided under the following: 

COMMERCIAL GENERAL LIABILITY COVERAGE PART (OCCURRENCE VERSION) 

Paragraph 1. Insuring Agreement of Section I Coverage A - Bodily Injury And Property Damage liability replaced by 
the following: 

1. Insuring Agreement 
. a. We will pay those sums that the Insured becomes 

legally obligated to pay as damages because of 
"bodily injury" or "property damage" to which 

' 

this Insurance applies. We will have the right and 
duty to defend the insured against any "suit" 
seeking those damages. However, we will have 
no duty to defend the insured against any "suit" 

' seeking damagss for "bodily injury" or "property 
damage" to whici this Insurance does not apply. 
We may, at our discretion, investigate any 
"occurrence" and settle any claim or "suit" that 

. ., . . .  . * .  . .  . . .  

may result. But: 
(1) The amount we will pay for damages is 

limited as described in Section 111 - Limits 
Of Insurance; and 

(2) Our right and duty to defend end when we 
have used up the applicable limit of 

. insurance In the payment of judgments or 
settlements under Coverages A or B or 
medical expenses under Coverage C. 

No other obligation or liability to pay sums or 
perform acts or services is covered unless 
explicitly provided for under Supplementary 
Payments - Coverage A and B. 

b. This insurance applies to "bodily injury" and 
"property damage" only it 
(1) The "bodily injury" or "property damage" is 

caused by an "occurrence" that takes place 
In the "coverage territory"; 

(2) The "bodily injury" or "property damage'' 
occurs during the policy period; and 

(3) Prior to the policy period, no insured listed 
under Paragraph 1. of SecHon I1 Who Is 
An Insured and no "employee" authorized 
by you to give or receive notice of an 

"occurrence" or claim, knew that the . 
"bodily injury" or "property damage" had 

. occurred, in whole or In part. If such a listed 
Insured or authorized "employee" knew, 
prior to the policy period, that the "bodily 
injury" or "property damage" occurred, then 
any continuation, change or resumption of 
such "bodily Injury" or "property damage" 
during or after the policy period will be 

. .deemed to have been known prior to the 
policy period. 

c. "Bodily injury" or "property damage" which 
occurs during the policy period and was not, 
prior to the policy period, known to have occurred 
by any Insured listed under Paragraph 1. of 
Section II - Who Is An Insured or any 
"employee" authorized by you to give or receive 
notice of an "occurrence" or claim, includes any 
continuation, change or resumption of that 
"bodily injury" or "property damage" after the 
end of the policy period. 

d. "Bodily injury" or "property damage" wilt be 
.. i: deemed to have been known to have occurred at 

the earliest time when any insured listed under 
Paragraph 1. of Section II - Who Is An Insured 
or any "employee" authorized by you to give or 
receive notice of an "occurrence" or claim: 
(1) Reports all, or any part, of the ."bodily 

injury" or "property damage" to us or any 
other Insurer; 

(2) Receives a written or verbal demand or 
claim for damages because of the "bodily 
injury" or "property damaQe"; or 

(3) Becomes aware by any other means that 
"bodily Injury" or "property damage" has 
occurred or has begun to occur. 

e. Damages because of "bodily injury" include 
damages claimed by any person or organization 
for care, loss of services or death resulting at any 
time from the "bodily injury". 
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EXCLUSION COMMERCIAL GENERAL LlABlLllY ' .. . 
This endorsement modifies insurance provided under the following: 

COMMERCIAL GENERAL LIABILITY COVERAGE PART 

A. The following exclusion is added to paragraph 2., B. 
Exclusions of COVERAGE A - BODILY INJURY AND 
PROPERlY DAMAGE LIABILITY (Section I - 
Coverages): 
This insurance does not apply to: 
1. "Bodily injury" to: 

a. A person arising out of any . 
I (1) Refusal to employ that person; 

. (2) Termination . of that person's 
employment; or 

(3) Employment-related practices, policies, 
acts or omissions, such as coercion, 
demoticn, evaluation, reassignment, 
discipline, defamation, harassment, 
humiliation . or discrimination directed 

b. The spouse, child, parent, brother or sister 
of that person as a consequence of "bodily 
in]ury" to that person at whom any of the 
employment-related practices described In 
paragraphs (I), (2) or (3) above is directed. 

This exclusion applies: 
Whether the insured may be llable as an 
employer or in any other capacity; and 

R To any obligation to share damages with or 
repay someone else who must pay damages 
because of the Injury. 

~~ at that person; or 

. .  

The following exclusion Is added to paragraph 2., 

ADVERTISING INJURY LlABlLllY (Section I. - 
Coverages): 
This insurance does not apply to: 
1. "Personal Injury" to: 

ExClUSiOnS Of COVERAGE B - PERSONAL AND 

a. A person arising out of any 
(1) Refusal to employ that person; 
(2) Termination of that person's 

employment; or 
(3) Employment-related practices, policies, 

acts or omissions, such as coercion, 
demotion, evaluation, reassignment, 
discipline, defamation, harassment, 
humiliation or discrimination directed 
at that person; or - 

b. The spouse, child, parent, brother or sister 
of that person as a consequence of , 
"personal injury" to that person at whom . 
any of the employment-related practices 
described in paragraphs (i), (2) or (3) 

.':'.: above is directed. 
Thls exclusion applies: 
a. Whether the insured may be liable as an 

employer or in any other capacity; and 
b. To any obligation to share damages with or 

repay someone else who must pay damages 
because of the Injury. 

. L. 

I 



l THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ 17 CAREFULLY. 

EXCLUSION - FAlLURE TO SUPPLY 

- 
- .  

I 
I 

. . 
S A F E C O "  CG 22 50 I1 88 

I COMMERCIAL GENERAL LlABlLllY 

This endorsement modifies Insurance provided under the following: 

COMMERCIAL GENERAL LIABILITY COVERAGE PART 

This Insurance does not apply to "bodily injury" or "property damage" arising out of the failure of any insured to adequately 

This exclusion does not apply if the failure to supply results from the sudden and accidental injury to tangible property owned 
' or used by any insured to procure, produce, process or transmit the gas, oil, water, electricity or steam. 

Copyright, Insurance Servkes Offke, Inc., 1984,1988 

I 

1 
supply gas, oil, water, electricity or steam. 

THIS EMDQRSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY. 

S A F E C a  EXCLUSION - ASBESTOS CG 86 13 05 98 

COMMERCIAL GENERAL LIABILITY 

This endorsement modiff es Insurance provided under the following: 
COMMERCIAL GENERAL LIABILITY COVERAGE PART . .  

, ., 

This insurance does not apply to "bodily injury," "property damage," "personal injury" or "advertising injury" arising out 
of or resulting from the manufacturing, handling, selling, distribution,' disposal, existence, use of or exposure to asbestos, 
asbestos dust, asbestos fibers or asbestos products. . * .  
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S A P E C Q r  LIABILITY PLUS ENDORSEMENT 
\ COMMERCIAL GENERAL LIABILITY 

This endorsement modifies insurance provided under the following: 

COMMERCIAL GENERAL LIABILITY COVERAGE PART 

. .  
SCHEDULE 

Name of Person or Organization: 

, ADDITIONAL INSURED - BY WRITTEN CONTRACT, (3) The maintenance, operation or use by you 
AGREEMENT OR PERMIT, OR SCHEDULE 
I h e  following paragraph Is added to WHO IS AN INSURED 
(Section 11):. 

- 

of equipment leased to you by such person 
or organization, subject to the following 

,. (a) This insurance does not apply to any 

the equipment lease expires; 
(b) This insurance does not apply to 

arising out of the sole negligence of 
such person or organization; 

Declarations, and must have been executed prior 
to the "bodily injury," "property damage," subdivislon with respect to operations 
"personal injury," or "advertising injury." performed by you or on your behalf, subject 

b. The person or organization added as an insured to the following additional provision: 
This insurance does not apply to "bodily by this endorsement is an insured only to the 
injury," "property damage," "personal extent you are held liable due to: 

(1) The ownership, maintenance or use of that injury," or "advertising inlury" arising out 
part of premises you own, rent, lease or of operations performed for the state or 
occupy, subject to the following additional municipality. 

c. The insurance with respect to any architect, provisions: 
(a) This insurance does not apply to any , , engineer, or surveyor added as an insured by this 

"occurrence" which takes place after endorsement does not apply to "bodily hjury," 
you cease to be a. tenant in any "property damage," "personal injury," or 
premises leased to or rented to you; "advertising injury" arising out of the rendering 

(b) This insurance does not apply to any of or the failure to render any professional 
structural alterations, new construction senrices by or for you, including: 
or demolition operations performed by (I} The preparing, approving, or failing to 

prepare or approve maps, drawings, or on behalf of the person or 
opinions, reports, surveys, change orders, organization added as an insured; 

(2) Your ongoing operations for that insured, designs or specifications; and 
whether the work is performed by you or for (2) Supervisory, inspection or engineering 
You; services. 

l 

- 
~ - - 

, . I .  . .  . . 6. Any person or organization shown in the schedule or "occurrence" which takes place after 
for whom you are required by written contract, 
agreement or permit to provide insurance Is an 

I 1. "bodily injury" or "property damage" Insured, subject to the following additional provisions: 
,The contract, agreement or permit must be in 
effect during the policy period shown in the 

I (4) Permits issued by any state or political 

. 1. . 1. . >.  a. 
I 

k c 

; . 
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. d. This insurance does not apply to "bodily injury" 
or "property damage" included within the 
"products-completed operations hazard." 
A person's or organization's status as an insured 
under this endorsement ends when your 
operations for that insured are completed. 
No coverage will be provided if, in the absence 
of this endorsement, no liability would be 
imposed by law on you. Coverage shall be limited 
to the extent of your negligence or fault according 
to the applicable principles of comparative fault. 

NON-OWNED WATERCRAFT AND MON-OWNED AIRCRAFT 
LlABlLlN 
Exclusion g. of CWERAGE A (Section I) is replaced by the . 

, followlng: 

g. "t)odily Injury" or "property damage" arising out 
of the ownership, maintenance, use or 
entrustment to others of any aircraft, "auto" or 
watercraft owned or operated by or rented or 
toaned to any insured. Use includes operation 
and "loading or unloading." 
This exclusion does not apply to: 
(1) A watemaft while ashore on premises you 

own or rent; 
(2) A watercraft you do not own that is: 

(a) Less than 52 feet long; and 
. (b) Not being used to carry persons or 

property for a charge; 
(3) Parking an "auto" on, or on the ways next 

to, premises you own or rent, provided the 
"auto" is not owned by or rented or loaned 
to you or the insured; 

I (4) Liability assbmed under any "insured 
contract" for the ownership, maintenance or 
use of aircraft or watercraft; or 

(6) "Bodily Injury" or "property damage" 
arising out of the operation of any of the 
equipment listed in paragraph f.(2) or f.(3)' 
of the definition of "mobile equipment." 

(6) An aircraft you do not own provided It Is not 
operated by any insured. 

. 

I 

TEAWUTS' PROPERTY DAMAGE LIABILITY 
When a Fire Damage Limit is shown in the Declarations the 
following changes are made: 

I. The last paragraph of COVERAGE A (Section I) is 
replaced by the following: 
Exclusions c. through e. and wclusions 4. through n. 
do not apply to your liability for "property damage" to 

-- a- ,... -a 
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COMMERCIAL GENERAL LIABlLlN 

premises while rented to you or temporarily occupied 
by you with permission of the owner. The following 
additional exclusions apply only to such "property 
damage:" 
This insurance does not apply to liability arising out 
Of: 

o. Mechanical breakdown, or by rupture of or 
bUrSting caused by centrifugal force. 

p. hpiosion of steam boilers, steam plpes, steam 
turbines or steam engines. 

q. Activities of any insured which are not connected 
with the business of any insured. 

A separate llmIt of insurance applies to this coverage, 
ahd is described as the Fire Damage Limit in LIMITS 
OF INSURANCE (Section 111). 

2 Paragraph 6. of LIMITS OF INSURANCE (Sectloti 111) 
is replaced by the following: 
6. Subject to 6. above, the Fire Damage Limit is the 

most we will pay under Coverage A for damages 
because of "property damage" to premises, while 
rented to you, or temporarily occupied by you 
with permission of the owner, arising out of any 
one "occurrence." 
The Fire Damage Limit Is the higher of $200,000 :.' '*'I: 

or the amount shown in the Declarations as Fire .. 
Damage Limit. 

3. Paragraph 4.b.(2) of COMMERCIAL GENERAL 
LIABILITY CONDITIONS (Section IV) is replaced by the 

(2) That is Fire, Eicploslon or "property damage" 
insurance for premises rented to you or 

. temporarily occupied by you with permlssion of 
the owner, or 

4. Paragraph 8.a. of DEFINlTlONS (Section V) Is replaced 
by the iollowing: 
a. A contract for a lease of premises. However, that 

portion of the contract for a lease of premises 
that indemnifies any person or organization for 
damages to premises while rented to you or 
temporarily occupied by you with permission of 
the owner Is nat an "insured contract;" 

The following is added to Paragraph 2.a. of WHO IS AN 
INSURED (Section 11): 
Paragraph (1) does not apply to executive officers, or to 
managers at the supervisory level or above. 
SUPPLEMENTARY PAYMENTS - COVERAGES A AND B - 
BAIL BONDS 

~ - .  . .  . .  

i 

following: 

c 

WHO IS AN IMSURED - MANABERS 



a. Paragraph 2. of SUPPLEMENTARY PAYMENTS - 
COVERAGES A AND B is replaced by the following: 
2. Up to $2,000 for cost of bail bonds required 

because of accidents or traffic law violations 
arising out of the use of any vehicle to which the 
Bodily Injury Liability Coverage applies. We do 
not have to furnish these bonds. . 

COMMERCIAL GENERAL LIABILITY 4&T 
control of, or over which physical control is being 
exercised for any purpose by: 
(1) A co-volunteer or your employee: or 
(2) You, any of your "employees", any partner 

or member (if you are a partnership or joint 
venture), or any member (if you are a limited 
liability company), 

2 Exclusion 2.a. of COVERAGE C (Section I) is replaced 
by the following: 
a. To any insured, except volunteer workers who are 

not paid a fee, salary or other compensation; 

EMPLOYEES AS INSUREDS - HEALTH CARE SERVICES 
Provision 2.a.(l) d. of WHO IS AN INSURED (Section I I )  is 
deleted, unless excluded by separate endorsement. 
EXTENDED COVERAGE FOR NEWLY ACQUIRED 
ORGANIZATIONS 
Provision 4.a. of WHO IS AN INSUREd (Section I I )  Is 
replaced by the following: 

Only 

INCREASED MEDICAL EXPENSE LIMIT 
The'medical expense limit is amended to ~,o,ooo. 
KNOWLEDGE OF OCCURRENCE 
The following is added to Paragraph 2. Duties In The Event 
Of Occurrence, Offense, Claim Or Suit of COMMERCIAL 

Knowledge of an "wcumnce," claim or "suit" by your 

knowledge of the named insured unless an officer of the 

Sewant Or employee. 

a* 'Overage under this provision is 
until the end of the policy period. 

, EXTENDED "PROPERTY DAMAGE" GENERAL LIABILITY CONDITIONS (Section IV): 
I 

I 

I a' Of 'OVERAGE A. I) amended to agent, setvant or employee shall not in itself constitute 
I 

l 

_ _  -_ Rad: 

a. . .. "Bodily Injury" or "property damage" e w m @ d  -I 

Intended from the standpoint of the insured. This 

reasonable force to protect persons or property. . 

. .  
~ . ! . -  - . 

I ' exclusion does not apply to "bodily inlW" Or UNINTENTIONAL FAILURE TO DISCLOSE ALL HAZARDS 

I IV): * " 

I ADDITIONAL INSURED - VOLUNTEERS 

I damage" resulting from use Of The following is added to Paragraph 6. Representations of 
I 

I COMM€RClAL GENERAL LIABILITY CONDITIONS (Section 

If you unintentionally fail to disclose any hazards existing 

. I .  

, 
I 1. WHO 1s AM NWJRED (Section 11) 1s amended to 

include 8s iflsureds any Persons who are volunteer 
Workers for YOU, but only while acting at the direction . 
Ofl and within the %ope of their duties for YOU. 

.E However, no volunteers are insureds for: non-renewal. 
a. "Bodily In]ury" to: 

at the inception date of your policy, we will not deny 
coverage under this Coverage Form because of such failure. 
However, this provision does not affect our right to collect 
additional premium or exercise our right of cancellation or 

LIBERALIZATION CLAUSE 
The following paragraph is added to COMMERCIAL 

.- 

Co-volunteers Or your employees arising Out 

or 
of and in the course of their duties for You, GENERAL LIABILITY CONOlT[ONS (Section Iv): 

b. 

(2) You, any of your "employees," any partner 
or member (if you are a partnership or joint 
venture), or any member (if you are a limited 
liability company). 

"Property damage" to property owned, occupied 
or used by, rented to, in the care, custody, or 

10. If a revision to this Coverage Part, which would 
'.' provide more coverage with no additional premium, ' becomes effective during the pollcy period in the state 

shown In' the Declarations, your policy will 
automatically provide this additional coverage on the 
effective date of the revision. 
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All coverage Parts included in this poiicy are subject to the following conditions. 

A. Cancellation e. Recommend changes. 
1. The first Named Insured shown in the 2. We are not obligated to make any inspections, 

surveys, reports or recommendations and any 
such actions we do undertake relate only to 
Insurability and the premiums to be charged. We 
do not make safety Inspections. We do not 
undertake to perform the duty of any person or 
organization to provide for the health or safety of 
workers or the public. And we do not warrant that 
conditions: 

b. Comply with laws, regulations, codes or 
standards. 

Declarations may cancel this policy by mailing or 
delivering to us advance written notice of 
cance I lat ion. 

2. We may cancel this policy by mailing or 
delivering to the first Named Insured written 
notice of cancellation at least: 
a. 10 days before the effective date of 

cancellation if we cancel for nonpayment of 
premium; or . a. Are safe or healthful; or 

.. b. 30 days before the effective date of 
cancellation if we cancel for any other 

3. Paragraphs 1. and 2. of this conditlon apply not 
only to us, but also to any rating, advisory, rate 
servlde or similar organization which makes 

reason. 
3. We will mail or deliver lour notice to the first 

Named Insured's last mailing address known to 
I In 

insurance inspections, surveys, reports or 
recommendations. 

4. Paragraph 2. of this condition does not apply to 
. any Inspections, surveys, reports or 

recornmendations we may make relative to 
certification, under state or municipal statutes, 
ordinances or regulations, of boilers, pressure 
vessels or elevators. 

UJ. 

4. Notice of cancellation will state the effective date 
of cancellation. The policy period will end on that 
date. 

6. If this policy is cancelled, we will send the first 
Named Insured any premium refund due. If we 
cancel, the refund will .be pro rata. If the flrst 
Named Insured cancels, the refund may be less 
than pro rata. The cancellation will be effective 
even if we have not made or offered a refund. 

6. ', If notice is mailed, proof of mailing will be 
sufficient proof of notice. 

This policy contains all the agreements between you 
and us concerning the insurance afforded. The first 

with our consent. This policy's terms can be amended 
or waived only by endorsement issued by us and 
made a part of this policy. 

C. Examination Of Your Books And Records 
We may examine and audit your books and records 
as they relate to this policy at any time during the 
poiicy period and up to three years afterward. 

D. Inspections And Surveys 
1. We have the right to: 

b. Give you reports on the conditions we flnd; 

.~ 
' .. . . 

E .'Rtemiums 
The first Named Insured shown In the Declarations: 
1. Is responsible for the payment of all premiums; 

B. Changes and 
2. Will be the payee for any return premiums we 

Pay. 
Named Insured shown in the Declarations is F. Transfer Of Your Rights And Duties Under This 

E authorized to make changes in the terms of this policy Policy 
Your rights and duties under this policy may not be 
transferred without our written consent except in the 
case of death of an individual named insured. 
If you die, your rights and duties will be transferred to 
your legal representative but only while acting within 
the scope of duties as your legal representative. Until 
your legal representative is appointed, anyone having 
proper temporary custody of your property will have 
your rights and duties but only with respect to that 

c 

I ,  

; 

a. Make inspections and surveys at any time; property. 

l and . 
I 
I , 
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EXCLUSION ENDORSEMENT 
(Broad Form) 

This endorsement modifies insurance provided under the following: 

BUSINESSOWNERS POLICY 
COMMERCIAL AUTO COVERAGE PART 

FARM COVERAGE PART 
PRODUCTSKOMPLETED OPERATIONS LIABILITY COVERAGE PART 
LIQUOR LIABILITY COVERAGE PART 
POLLUTION LIABILITY COVERAGE PART 
OWNERS AND CONTRACTORS PROTECTIVE LIABILITY COVERAGE PART 
RAILROAD PROTECTIVE LIABILITY COVERAGE PART 
SPECIAL PROTECTIVE AND HIGHWAY LIABILITY POLICY NEW YORK DEPARTMENT OF TRANSPORTATION 
UNDERGROUND STORAGE TANK POLICY 

. COMMERCIAL GENERAL LIABILITY COVERAGE PART 

1. The insurance does not apply: (1) The "nuclear material" (a) is at any "nuclear 
facility'' owned by, or operated by or on 
behalf ofl an "insured" or (b) has been 
discharged or dispersed therefrom; 

(2) The "nuclear material" is contained in 
"spent Tuel" or "waste" at any time 
possessed, handled, used, processed, ,. ' 

stored, transported or disposed of, by or on ; . 
behalf of an "insured;" or 

(3) The '!bodily injuryBB or "property damage" 
arises out of the furnishing by an "insured" 
of services, materials, parts or equipment in 
connection with the planning, construction, 
maintenance, operation or use of any 
"nuclear facility," but if such facility is 
located within the United States of America, 
its territories or possessions or Canada, this 
exclusion (3) applies only to "property 
damage" to such "nuclear facility" and any 
propedy thereat. 

A. Under any Liabiii:y Coverage, to "bodily lnlury" 
or "property damage:" 
(1) With respect to whish an "insuied" under 

tkgfleusjr ls ctlso an il.wred m- ~~ 

energy liability policy issued by Nuclear 
Energy Liabili Insurance Association, 
Mutual Atomic Energy Liability Underwriters, 
Nuclear lnsurance Association of Canada or 
any of their successors, or would be an 
insured under any such policy but for its 

. termination upon exhaustion of its limit o f -  
liability; or 

' (2) Resulting from the "hazardous properties" 
of "nuclear material" and with respect to 
which (a) any person or organization Is 
required to maintain financial protection 
pursuant to the Atomic Energy Act of 1954, 
or any law amendatory thereof, or (b) the 
"insured" is, or had this policy not been 
issued would .be entitled to indemnity from 
the United States of America, or any agency 
thereof, under any agreement entered into 

agency thereof, with any person or . 8 nuclear material" or by-product material." 
"Source material," "special nuclear material," and organization, 

8. Under any Medical Payments coverage, to "by-product material" have the meanings given them 
In the Atomic Energy Act of 1954 or in any law 
amendatory thereof. 
"Spent fuel" means any fuel element or fuel 
component, solid or liquid, which has been used or 
exposed to radiation in a "nuclear reactor." 

1. ' 
. .. . 1. 

2. As used in this ~ndorsemenk 
"Hazardous properties" includes radioactive, toxic or 
explosive properties. 

by the United States of America, or any , ' "Nuclear hateriap means "source mateljal," "Special 

expenses incurred with respect to "bodily injury" 
resulting from the "hazardous properties" of 
"nuclear material" and arising out of the 
operation of a "nuclear facility" by any person 
or organization. 

C. Under any Liability Coverage, to "bodily injury" 
or "property damage" resulting from "hazardous 
properties" of "nuclear material," if: 

- ... . -. - _ _ _  -*e-- I-- 4n-i 
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"Waste" means any waste material (s) containing ' 
'I by-product material" other than the tailings or wastes 
produced by the extraction or concentration of 
uranium or thorium from any ore processed primarily 
for its "source material" content, and (b) resulting 
from the operation by any person or organization of 
any "nuclear facility" included under the first two 
paragraphs of the definition of "nuclear facility." 
"Nuclear facility" means: 
(a) Any "nuclear reaior;" 
(b) Any equipment or device designed or used for (1) 

separating the isotopes of uranium or plutonium, 
(2) processing or utilizing "spent fuel," or (3) 
handling, processing or packaging "waste;" 

(e) Any equipment or device used for the processing, 
fabricating or alloying of ":special nuclear 

' : material" if at any time the total amount of such 
material In the custody of the "insured" at the 

-.I1 00 21 11 94 - - .  . ._  . . .  
premises where such equipment or device 4s 
located consists of or contains more than 25 
grams of plutonium or uranium 233 or any 
combination thereof, or more than 250 grams of 
uranium 235; 

(d) Any structure, basin, excavation, premises or 
place prepared or used for the storage or 
disposal of "waste;" 

and includes the site on which any of the foregoing is 
located, all operations conducted on such site and ail 
premises used for such operations. 
"Nuclear reactor" means any apparatus designed or 
used to sustain nuclear fission in an self-supporting 
chain reaction or to contain a critical mass of 
fissionable material. 

. "Property damage" includes all forms of radioactive 
contamination of property. 



THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ ~ IT CAREFULLY. - .  . 
.. .. . 
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CANCELLATION AND MONREIRIRNAL 

This endorsement modifies insurance provided under the following: 

BOILER AND MACHINERY COVERAGE PART 
BUSINESSOWNERS POLICY 
COMMERCIAL CRIME COVERAGE PARP 
COMMERCIAL GENERAL LIABILITY COVERAGE PART 
COMMERCIAL INLAND MARINE COVERAGE PART 
COMMERCIAL PROPERTY COVERAGE PART 
FARM COVERAGE PART 
LIQUOR LIABILITY COVERAGE PART 
POLLUTION LIABILITY COVERAGE PART 

. 

PRODUCTVCOMPLETED OPERATIONS. LIABILITY COVERAGE PART 
~ 

"This endorsement does not apply to coverage provided for employee dishonesty (Coverage Form A) or public employee 
dishonesty (Coverage Forms 0 and P). 

A. The following is added to the CANCELLATION If we cancel this policy based on one or more of 
the above reasons, we will mail by certified mail 
to the first Named Insured, and mail to the agent, 
if any, written notlce of cancellation stating the 
reasons for cancellation. We will mail this notice 
to me iasi maiiing addresses known to us, at 
least 
a. 10 days before the effective date of **'  

Common Policy Condition (and applies except In 
situations where B., below, applies): 
7. Cancellation Of Policies In Effect For 60 Days Or 

More 
If thlspoiicy has been in effect for 60 days or 
more, or if this policy is a renewal of a policy we 

. issued, we may cancel this policy only for one 
or more of the following reasons: cancellation if we cancel for nonpayment of ' 

a. Nonpayment of premium; premium. . 
. 1. p 60 days before the effective date of b. Your conviction of a crime arising out of 

. acts increasing the hazard insured against; . . .* cancellation if we cancel for any of the other 
c. Acts or omisslans by you or your reasons. 

representative constituting fraud or material B- If the hmfllercial Property Coverage part Or the Farm 
misrepresentation in the procurement of this Property Coverage Form provides coverage for. 
policy, in continuing this policy or in -1. real property which Is used predominantly for 
presenting a claim under this policy; residential purposes and consist of one through 

d. Substantial change in the risk assumed, four dwelling units; and/or 
except to the extent that we should have 
reasonably foreseen the change or personal property) of a person residing In such 
contemplated the risk in writing the contract; real .property; 

e. Substantial breach of contractual duties or the following provisions apply (Instead of those 
conditions; provided in item A. above) with respect to cancellation 

f. Loss of reinsurance applicable to the risk of such coverage: 
Insured against resulting from termination ; If this policy has' been in effect for 60 days or more, 
of treaty or facultative reinsurance initiated or is a renewal of a policy we issued, we may cancei 
by our reinsurer or reinsurers: only for one or more of the following reasons: 

that the continuation of the policy would b. Your conviction of a crime arising out of 
place us in violation of the Insurance laws acts increasing the hazard insured against; 
of this state or would jeopardize our c. Acts or omissions by you or your 
solvency; or representative constituting fraud or material 

h. Acts or omissions by you or your misrepresentation in obtaining the policy, 
representative which materially Increase the continuing the policy, or presenting a claim 
hazard insured against. under the policy; 

~ 

\ 

' 
' 

. .. 

!i 2.. personal property (except business or farm : 

q. Determination by the Director of Insurance a. Nonpayment of premium; 

Copyright, - . . Insurance - Sayices I ... Office, I I .__- Inca, 1989 I-- ,*a,. m--- 4 -,.I 



a 
d. Discovery of grossly negligent acts or 

omissions by you substantially increasing 
any of the hazards insured against; 

e. Substantial change in the risk assumed by 
us, since the policy was issued, except to 
the extent that we should reasonably have 
foreseen the change or contemplated the 
risk in writing the contract; 
A determination by the Director of Insurance 
that the continuation of the policy would 

. place us in violation of the insurance laws 
of this state; or 

Q. Your failure to take reasonable steps to 
eliminate or reduce any conditions in or on 
the insured premises which contributed to a 
loss in the past or will increase the 
probability of future losses. ' 

' If we cancel this policy based on one or more of 
these reasons, we will mail written notice of 
cancellation, stating the reason(s) for 
canceilation, to the first Named Insured. We will 
mail this notice to the last mailing address known 
to us, at least: 

(1) 10 days before the effectke date of 
cancellation if we cancel for 
nonpayment of premium. 

(2) 30 days before the effective date of 
cancellation, if we cancel for any of the 
other reasons. 

The following is added and supersedes any provision 
to the contrary (and applies except In situations where 
D., below, applies): 
NONREMEWAL 
1. If we elect not to renew this policy, we will mail 

by certified mail to the first Named Insured, and 
mail to the agent, if any, written notice of 
nonrenewal. We will mail this notice to the last 
mailing addresses known to us at least 60 days 
prior to the expiration of this policy. 

1. 
D. 

' . , 

. 

- - .  .IL'02 68 07 89 

2. If notice is mailed, proof of mailing will be 
sufficient proof of notice. 

3. If either one of the following occurs, we are not 
required to provide written notice of nonrenewal: . 
a. We or a company within the same insurance 

group has offered to issue a renewal policy; 
or 

b. You have obtained replacement coverage or . agreed in writing to do so. 
If the Commercial Property Coverage Part or the Farm 
Property Coverage Form provides coverage for: 
1. real property which is used predominately for 

residential purposes and consists of one throught 
four dwelling units; and/or 

2. personal property (except business or farm 
personal property) of a person residing in such 
real property; 

the following provisions apply (instead of those 
provided in Item C. above) with respect to nonrenewal 
of such coverage: 
1. If we elect not to renew, we will mail written 

notice of nonrenewal, to the first Named Insured. 
We will mail this notice to the last mailing 
address known to us, at least 30 days before the 
end of the policy period. Proof of mailing will be 
sufficient proof of notice. 

2. If either one of the following occurs, we are not 
required' to provide notice of nonrenewal: . 
a. you have agreed to nonrenewal; or 

I .  b. you have accepted replacement coverage. 
3;; If our nonrenewal is based on the condition of the 

premises, you will be given 30 days' notice to 
remedy the identified conditions. If the identified 
conditions are remedied, coverage will be 
renewed. If the identified conditions are not 
remedied to our satisfaction, you will be given an 
additional 30 days, upon payment of premium, to 
correct the defective condition. 

- .  - .  
. ._ ~ 

lh..- n -1 .) 
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This policy consists of: 

Common Pollcy Declarations which include your name and mailing address, the policy period, premium information and 
coverage part(s) included. , 

Common Policy Conditions. 

Coverage parts consist of one or more of the following: 
Commercial Property 
Commercial Liability . 

' ~ Commercial Inland Marine 
Commercial CrimdBonds 

. Commercial Automobile 
Businessowners 
Boiler and Machinsry 
Workers' Compensation. 
Each of the coverage parts consist of: 

One or more coverage forms 
One or more coverage part conditions 

- 

, 
___ 

~- ~- 

. I  

* .  

Applicable endorsements. 
, 

If you have any questions, please contact your agent listed on the Commpn . .  Policy Declaratlons. 
, 1. 

.. . 

5 
8 

In Witness Whereof, the company has caused this policy to be executed and attested, but this policy shall not be valid unless 
countersigned by a duly authorized representative of the company. 

Secretary President 

AMERICAN STATES INSURANCE COMPANIES 
500 North Meridian Street 

Indianapolis, Indiana 46204-1 275 
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A E O" MOTICE TO POLICYHOLDERS 
BROADENIMGS, RESTRICTIONS AND . 

C LARI F GAT1 OMS 0 F COVERAGE 
This notice has been prepared in conjunction with the implementation of changes. to your policy. It contains a brief synopsis 
of the significant broadenings, restrictions and clarifications of coverage that were made in each policy form and 
endorsement. This notice does not reference every editorial change made in these forms and endorsements. 

Please read your policy, and the endorsements attached to your policy, carefully. 

BROADENINGS OF COVERAGE 

CG 00 01 - Commercial General Liability Coverage Form (Occurrence Version) 
CG 00 02 - Commercial General Liability Coverage Form (Claims-Made Version) 
CG 00 09 -- Owners and Contractors Protective Liability Coverage Form 
CG 00 33 -- Llquor Llabiiity Coverage Form (Occurrence Version) 
CG 00 34 - Liquor Liability Coverage Form (Claims-Made Verslon) 
CG 00 37 -- ProducWCompleted Operations Liability Coverage Form (Occurrence Version) 
CG 00 $8 -7 ProducWCompleted Operations Liability Coverage Form (Claims-Made Version) 
CG 00 39 - Pollution Liability Coverage Form (Designated Sites) 
CG 00 40 -- Pollution Liability Limited Coverage Form (Designated Sltes) 
CG 04 24 - Coverage for Injury to Leased Workers 
CG 28 07 - Principals Protective Liability Coverage 

, 

These coverage forms and endorsement CG 28 07 are revised to broaden coverage with respect to liability of leased workers. 
Two new definitions ("employee" and "leased worker") have been added to give leased workers the same status (both 
coverage and exclusions) under the CGL program as the traditional employee. Endorsement CG 04 24 provides an optional 
coverage for the insured's liability for injuries sustained by leased workers while performing duties related to the conduct of 

'- . . . the insured's business. A leased worker is defined as "a person leased to you by a laborleasing firm under an agreement 
. between you and the labor leasing firm, to perform duties related to the conduct of your business. 'Leased worker' does not 

Include a 'temporary worker'." 

CG 00 01 - Commercial General Liability Coverage Fonn (Qccurrencb Version) 
CG 00-02 -- Commercial General Uability Coverage Form (Clalms-Maae Version) 
CG 00 37 -- ProducWCompleted Operations Liability Coverage Form (Occurrence Version) 
CG 00 38 -- ProductslCompleted Operations Liability Coverage Form (Claims-Made Version) 

These coverage forms have been revised to broaden coverage with respect to the "insured contract" definition. Previously, 
the exception to paragraph f. applied to any person or organization. There Is now coverage for liability assumed in contracts 
or agreements that Indemnify persons or organizations other than a railroad for injury or damage arising out of construction 
or demolition operations within 50 feet of railroad property and affecting such property. 

CG 00 39 -- Pollution Liability Coverage Form (Designated Sites) 
CG 00 40 - Pollution Liability Limited Coverage Form (Designated Sites) 
CG 03 00 - Deductible Liability Insurance 
CG 03 05 -- Deductible Liability Insurance 
CG 28 33 -- Voluntary Clean-up Costs Reimbursement , 

There is' a broadening in coverage in these coverage forms and endorsements when a loss exceeds the occurrence limit. 
Previously, deductibles reduced both damages and limits. Under the revised endorsement only damages will be reduced by 
the deductible. 

CG 20 23 -- Additional Insured -- Executors, Administrators, Trustees or Beneficiaries 

while acting within the scope of their duties as such. Previously, coverage applied only to the estate. 
I This endorsement now provides coverage to executors, administrators, trustees or beneficiaries of an insured's living trust 

.. .. 
.i 

I 

I 
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CG 22 66 -- Optical and Hearing Aid Establishments 

Coverage in this endorsement is broadened to provide that employees of optical and hearing aid establishments will be 
covered for their liability arising out of rendering or failure to render professional health care services with respect to 
optometry or optical or hearing aid services. 

CG 22 69 -- Druggists 

Coverage in this endorsement is broadened to provide that employees of druggists will be covered for their liabillty arising 
out of rendering or failure to render professional health care services as pharmacists. 

CG 24 17 Contractual Liability - Railroads 

This new endorsement Is optional. It amends paragraph e. of the definition of "insured contract" and deletes the exception 
for construction or demolition operations within 50 feet of a railroad to provide contractual liability coverage under the 
contractor's CGL policy. 

RESTRICTIONS IN COVERAGE 

CG 20 21 -- Additional Insured - Volunteers 
CG 20 22 - Additional Insured -- Church Members, Officers and Volunteer Workers 

These endorsements are revised to include the consequential injury, third-party action-over and professional health care 
exclusions to provide for consistency with the CGL policy. In addition, there is no coverage for volunteer workers with respect 
to "personal injury" to other volunteer workers, the Named Insured, the Named Insured's employees and the Named 

I Insured's partners and members. 

CG 21 47 - Employment-Related Practices Excluslon 

%e personal injury exclusion In this endorsement will now apply 1) when the Insured may be liable as an employer or in any \ 

other capacity; and 2) when the obligation to share or repay damages arising from employment-related practices exists. Also, 
there Is no coverage for consequential injury to a spouse, child, parent, brother or sister at whom the employment-related 
practice is directed because of "bodily injury" and "personal injury". . .''-.' \. 

i 
I 

, CG 22 73 -- Exclusion -- 011 or Oas Producting Operations , 

I 

~ 

This revlsed exclusion endorsement now applies to locations on which any Insured, rather than any Named insured, is 
performing operations. This tracks with current wording in the CGL. 

CG 28 07 Principals Protective Liability Coverage . . 

The pollution excluslon is revised in several respects, particularly with regard to property owned or occupied by or rented or 
loaned to any insured. Therefore, this revision to the pollution exclusion In this endorsement may broaden its application 
under certain circumstances. This tracks with current wording in the OCP coverage form. 

CLARIFICATIONS IN COVERAGE ARID OTHER EDITORIAL REVISIONS -- COVERAGE FORMS 

All General Liability coverage forms contain minor editorial revisions to provide for consistency among policies. In addition, 
these coverage forms have been revised to incorporate other various revisions in order to clarify coverage. Those changes 
to each individual coverage form are described below: 

CG 00 01 - Commercial General Liability Coverage Form (Occurrence Version) 
CG 00 02 -- Commercial General Liability Coverage Form (Claims-Made Version) 

The Coverage A - Bodily Injury and Property Damage Liability exclusions under Section I now contain titles to provide 
for easier reading. 
The mobile equipment exclusion is revised to clarify that liability arising from mobile equipment, which is not being 
raced, but being used to prepare for prearranged racing events is covered. Coverage is still excluded for mobile 
equipment engaging or preparing to engage in these events. 

I .  ~ -_ ..__ MCL- L- ran9 I)""* 1 nl c 
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The Fire Damage Legal Liability exception and the LIMITS OF INSURANCE section in the CGL coverage forms are revised 
to clarify that coverage exists for situations where an insured is given premission to occupy a portion of a building 
without the transfer of rent in the form of money. 
Paragraph 1.b. under Coverage C (MEDICAL PAYMENTS) has been editorially revised to add the word "administered." 
The WHO IS AN INSURED provision is revised to clarify that if the Named Insured is a partnership or joint venture, 
employees are not insureds for "bodily injury" or "personal injury" to partners or members. This provision is also 
revised to clarify that there is no coverage for property in the care, custody or control of the Named insured. In addition, 
this provision Is reformatted to provide for easier reading. 
The titie In the bUTlES IN THE EVENT OF OCCURRENCE, CLAIM OR SUIT will now Include the term "OFFENSF' to reflect 
that Coverage B - Personal and Advertising Injury Liability is triggered by an offense. 
The EXTENDED REPORTING PERIOD provision in the claims-made version of this coverage form is editorially revised to 
clarify the language. 
The exceptions in the "insured contract" definition are reformatted and numbered in order to provide for easier reading. 
The DEFINITIONS Section has been revised to add "executive officer" and "temporary worker" definitions. 

CG 00 09 -- Owners And Contractors Protective Liability Coverage Form -- Coverage For Operations Of .Designated 
' . Contractor 

.The exclusions under Section 1 now contain titles to provide for easier reading. 
The Work Completed or Put to Intended Use exclusion is revised to clarify that the exclusion does not apply to another 
contractor or subcontractor working for the "contractor". 
The mobile equipmeri! exclusion Is revised to clarify that liability arising from mobile equipment used to prepare for 
prearranged racing events is covered. Coverage is still excluded for mobile equipment engaging or preparing to engage 
in these events. 
The WHO IS AN INSURED provision is revised to clarify that if the Named Insured. is a partnership or joint venture, 
employees are not Insureds for "bodily injury" to partners or members. This provision is also revised to clarify that there 
Is no coverage for property in the care, custody or control of the Named Insured. In addition, this provision is 
reformatted to provide for easier reading. 

' ; 
' The DEFINITIONS Section has been revised to add "executive offlcer" and "temporary worker'' definltions. 

CG 00 33 - Liquor Liabillty Goverage Form (Occurrence Version) : '. ~ 

CG 00 34 - Liquor Liability Coverage Form (Claims-Made Version) : :: 
The exclusions under Section I now contain titles to provlde for easier reading. 
The WHO IS AN INSURED provision is revised to clarify that if the Named insured is a partnership or joint venture, 
employees are not insureds for %jury" to partners or members. Thls provision is also revised to clarify that there is 
no coverage for property in the care, custody or control of the Named insured. In addition, this provision is reformatted 
to provide for easier reading. 
The EXTENDED REPORTING PERIOD provision In the claims-made version of this coverage form is editorlally revised to 
clarify the language. ' 

The DEFINITIONS Section has been revised to add "executive officer" and "temporary worker" definitions. 

CG DO 35 - Railroad Protective Llabliity Coverage Form 

The exclusions under Section i now contain titles to pmvid$ for easier reading. 
The DEFINITIONS Section has been revised to add an "exect@ue officer" definition. 

CG 00 37 - ProductdGompleted Operations Liability Coverage Form (Occurrence Version) 
CG 00 38 -- ProductslCompleted Operations Liability Coverage Form (Maims-Made Verslon) 

The exclusions under Section I now contain titles to provide for easier reading. 
The WHO IS AN INSURED provision is revised to clarify that if the Named insured is a partnership or joint venture, 
employees are not insureds for "bodily inlury,' to partners or members. This provision is also revised to clarify that there 
is no coverage for property in the care, custody or control of the Named Insured. In addition, this provisibn is 
reformatted to provide for easier reading. 
The EXTENDED REPORTING PERlOD provision in the claims-made version of this coverage form is editorially revised to . 
clarify the language. 
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The exceptions in the "insured contract" definition are reformatted and numbered in order to provide for easier reading. 
The DEFINITIONS Section has been revised to add "executive officer" and "temporary worker" definitions. 

CG 00 39 -- Pollutlon Liabllity Coverage Form (Designated Sltes) 
CG 00 40 -- Pollution Liability Limited Coverage Form (Designated Sites) 

The exclusions under Section I now contain titles to provide for easier reading. 
The WHO IS AN INSURED provision is revised to clarify that if the Named Insured is a partnership or joint venture, 
employees are not insureds for "bodily hlury" to partners or members. This provision is also revised to clarify that there 
is no coverage for property In the care, custody or control of the Named Insured. In addition, this provision is 
reformatted to provide far easier reading. 
Under the DUTIES IN THE EVENT OF AN POLLUTION INCIDENT, CLAIM OR SUIT Condition, we have added language 
providing that an insured must notify the insurer of the nature and location of any injury or damage arising out of a 
"pollution incident". 
The DEFINITIONS Section has been revlsed to add "executive officer" and "temporary worker" definitions. 

CLARIFICATIONS IN COVERAGE AND OTHER EDITORIAL REVISIONS 

CG 02 24 - Earliar Notice of Cancellation Provided By Us (CGL) 
GG 28 04 - Earlier Motice of Cancellation Proulded By Us (OCP) 

These new endorsements replace withdrawn endorsements CG 02 12 and CG 28 28 and provide a mechanism for an earlier 
notice of cancellation. 

CG 20 07 - Additional Insured - Engineers, Architects or Suweyors (CGL) 
M;nt -0 Addttleftaf Iiwr- Lesmmur Contractors (Form A) 
CG 20 10 -- Additional Insured - Owners, Lessees or Contractors (Form EJ 
$0 20 31 - Additional Insured - . .  Engineers, Architects or Surveyors (OCP) 

ihese endorsements are revised to clarify that only ongoing operations performed by the insured or on the insured's behalf 
are intended to be covered. Since GC 20 07 is limited to apply to the CGL policy, new endorsement CG 20 31 has been 

CG 20 17 - Additional Insured - Townhouse Associations 

This endorsement is revised to clarify that the "property to which the townhouse owner has title" is real property. 

CO 22 36 - blusion - Products and Professional Services - Druggists 
CG 22 37 - Exclusion - Products and Professional Services - Optical and Hearing Nd Establishments ' 

CG 22 39 - bcluslon - Camps or Campgrounds 
CG 22 44 -- Excluslon - Serulces Furnished By Health Care Providers 
CG 22 45 - Exclusion - Specified Therapeutic or Cosmetic Services 
CG 22 65 - Optical and Hearing Aid Establlshments 
CO 22 69 -= Druggists 
CQ 22 71 - Colleges or Schools (Limited Form) 
CG 22 72 - Colleges or Schools' 

These endorsements are revised to clarify that the services exclbded are "professional health care services." Also, to ' 

modernize some of these endorsements and to better define the types of services Intended to be excluded, new generic terms 
and phrases have been added. 

CG 22 41 - Exclusion - Houslng Projects Sites 

This endorsement is amended to clarify that coverage Is excluded only for buildings which are to be demolished. This 
exclusion will apply only during the period of vacancy preceding demolition operations, and while the building is actually in 
the process of being demolished. Further, the language Is revised to clarify that the exciusion only applies to bodily Injury 
and property damage liability. 

ENDORSEMENTS 

-_ 

. I. ' t  created to apply to the OCP policy. . .. . I .  

5 
0 

I '  

. ._- -  - .  



. .. : 

a 
c 

6-2978 
(12-93) 

CG 22 61 - Exclusion - Law Enforcement Agencies 

This endorsement is revised to clarify that the exclusion applies to acts or omissions arising out of law enforcement 
actiuitles performed by the named insured's police department or law enforcement agency. 

CG 24 04 -- Waiver Of Transfer Of Rights Of Recovery Against Others To Us (CGL) 
This endorsement is amended to make it applicable to only the CGL Coverage Form. In addition, it is revised to clarify that 
the endorsement applies to both ongoing and completed operations. This endorsement also contains various minor editorial . 
changes. 

CG 29 61 - Employment-Related Practices Excluslon 

This endorsement is revised to clarify that the injury must be to the person at whom the employment-related practices is 
directed, or to that person's spouse, child, parent, brother or sister. In addition, this endorsement is no longer for use with 
the liquor Liability policy. 

IL 09 18 -- Retrospectlve Premium Endorsement - One year plan.- Multiple Lines 
lL 09 19 - Retrospective Premium Endorsement -- Three Year Plan -- Multiple Lines 
IL 09 20 -- Retrospective Premium Endorsement - Five Year Plan - Multiple Lines 

In order to provlde consistency wkh a change that the National Council on Compensation Insurance (NCCI) has made to their 
companion versions of these forms, the Retrospective Premium Endorsements are revised to eliminate the reference to 
"under Rating Option V." . 

CG 21 35 - Excluslon - Coverage C -- Medtcal Payments 
CG 21 39 - Contractual Liability Limitation 
CG 21 46 - Abuse or Molestation Exclusion 

- CG 22 30 -- Exclusion -- Corporal Punishment 
CG 22 34 - Exclusion - Construction Management Errors and Omlsslons 
CG 22 62 Excluslon - Medical Payments Coverage (Inmates, Patients or Prisoners) 

CG 22 68 - Operation of Customers' Autos on Particular Premises 
CG 22 76 -- Professional liability Exclusion - Computer Software 
CG 24 08 -- Llquor Liability 

' CG 24 09 - Governmental Subdhions 
CG 24 10 - Excess Provision - Vendors 
CG 24 I$ - Fiduciaries - Fiduciary Interest 
CG 27 01 -- Supplemental Extended Reporting' Period Endorsement (GGL) 
CG 27 02 -- Exclusion of Specific Accidents, Products, Work or Locations (CGL) 
CG 27 03 - Amendment of Section U -- Extended Reporting Period for Specific Accidents, Products, Work or Locations 
CG 27 04 - Supplemental Extended Reporting Period for Specific Accidents, Products, Work or Locations (CGL) 
CG 27 05 - Exclusion of Specific Accidents, Products, Work or Lacations (Products) 
CG 28 02 - Insured Site Definition (Contractors) 
CG 28 03 -- Supplemental Extended Reporting Period Endorsement 
CG 28 31 -- Pollution Exclusion Amendment 
C6 28 34 - Supplemental Extended Reporting Period Endorsement 
CG 28 35 -: Supplemental Extended Reporting Period for Specific Accidents, Products, Work or Locations 
CG 29 88 -- Waiver of Transfer of Rights of Recovery Against Others To Us (OCP) 

These endorsements are revised' to incorporate various editorial, reformatting and other changes in order provide for 
consistency with other forms in the CGL portfolio. Since CG 27 02 and CG 24 04 are being limited for use with only the CGL 
policy, CG 27 05 has been introduced for use with Products pollcy, and CG 29 88 has been introduced for use with the OCP 
policy. 

. .  

. -. CG 21 49 - Total Pollution Exclusion Endorsement 

. \ .  

. I. . CG 22 67 - Corporal Punishment 
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A E NOTICE TO POLICYHOLDERS 
BRQADENIMGS, RESTRICTIO#S A I D  
CLARIFICATIONS OF COVERAGE 

This notice has been prepared in conjunction with the implementation of changes to your policy. It contains a brief synopsis 
of the significant broadenings, restrictions and clarifications of coverage that were made in each policy form and 
endorsement. This notice does not reference every editorial change made in these forms and endorsements. 

Please read your policy, and the endorsements attached to your policy, carefully. 

BROADENINGS OF COVERAGE - COVERAGE FORMS 

CG 00 01 - Commerclal General Liabillty Coverage Form (Occurrence Version) 
I CG 00 09 - Owners and Contractors Protective Llabllity Coverage Form 

CG 00 33 - Uquor Liability Coverage Form (Occurrence Version) 
CG 00 36 - Railroad Protective Uablllty Coveage Form 

I 

I 
I 
I 

CG 00 37 -, ProductslCompleted 0perations:Llabilty Coverage Fm (Occurrenca Version) 
CG 00 39:- Pollution Llabllity Coverage Form 
CG 00 40 - Pollution Liability Limited Coverage Form I 

I 

The Supplementary Payments provision in these policies has been revised to increase the maximum daily payment for 
loss of earnings from $100 per day to $250 per day to move adequately address the earnings of many professions. 
In these policies, the dcfinition of "suit" has been broadened to allow any insured the ability to choose or participate 
(with the insurer's consent) in certain alternative dispute resolution mechanisms. 

Z?FOO 01 - Commerclat Cieneral ttalsttitg C c  - 

CG 00 OD - Ownen and Contractors Protective Llability Coverage Form 
CG 00 33 - Liquor Liability Coverage Form (Occurrence Verslon) 
CG 00 37 - ProductdCompleted Operations Llability Coverage Form (Occurrence Version) 
CG 00 39 - Pollution Liability Coverage Form . 1.'. . 1 >  

. 1.  CG 00 40 0 Pollution liability Limited Coverage Form 
Several revisions have been made to Section 11 - Who Is An Insured in these policies to acknowledge the existence of 
a new form of business entity known as the llmited liability company and by specifying members and managers of 
limited liability companies as insureds. 

~ 

I CG 00 01 - Commercial Oeneral Uablllty Coverage Form (Occurrence Verslon) 
CG 00 09 - Owners and Contractors Protective Liability Coverage Form 
CG 00 37 - ProductslCompleted Operations Llabillty Coverage Form (Occurrence Verslon) 

I 

I 

The Cantractuai Liability exclusion in these coverage forms is amended to provide for the payment of defense expenses, 
on behalf of an Insured, as damages under bodily injury and properly damage liability coverage, when the insured has 
assumed such a liability in an "insured contract." 
An amendment has been made to the Supplementary Payme& provision in these policies to provide for the defense 
of an indemnitee and the payment of an indemnitee's defense'expenses as Supplementary Payments if certain specific 
conditions are met. 

CG 00 01 - Commercial General Llability Coverage Form (Occurrence Version) 
CG 00 09 - Owners and Contractors Protective Uabillty Coverage Form 
CG 00 35 - Railroad Protective Liability Coverage Form 

A limited exception has been added to the Pollution Evclusion in these coverage forms so that the exclusion does not 
apply to claims for property damage or bodily injury arising only out of the escape of fuels, lubricants or other operating . 
fluids resulting from the normal functioning of mobile equipment at or from locations where the insured is performing '---" 

operations, provided the pollutants escape from the mobile equipment part designed by its manufacturer to hold such 
pollutants. 
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BROADENING3 OF COVERAGE MULTISTATE ENDORSEMENTS 
... ?, 2, 

CO 20 21 = Additional Insured - Volunteer Workers 
CG 20 22 - Addltlonal Insured - Church Members, Officers and Volunteer Workers 
GO 20 30 - O i l  or Gas Operations - Nonoperating, Working Interests 

\. . 

These endorsements are revised to acknowledge the existence of a new form of business entity known as the limited liability 
company and by specifying members and managers of limited liability companies as insureds. 

CG 20 32 - Additional Insured = Engineers, Architects or Surveyors Not Engaged by the Named Insured 

This new endorsement can be used by contractors to provide coverage for an architect, engineer or surveyor (as an additional 
Insured) that they did not engage directly, but that they are, by their contract with the project owner, required to add as an 
additional insured to their policy. 

CG 22 74 - Amendment of Contractuil Liability Exclusion for Personal Injury Limited to False Arrest, Detention or 
Imprisonment for Designated Contracts or Agreements 

The Contmctual LlabilHy exclusion contained In this endorsement is amended to provide for the payment of defense 
expenses, on behalf of an insured, as damages under personal injury coverage, when the insured has assumed such liability 
in a designated contract or agreement. Also, an amendment has been made to the Supplementary Payments provision in the 
underlying policy to provide for the defense of an indemnitee and the payment of an indemnitee's defense expenses as 
Supplementary Payments if certain specific conditions are met. 

CG 22 80 - Limited Wcluslon = Contractors - Professional Liability ' 

. This endorsement is introduced to limit the application of the exclusion of professional services available in endorsement CG 
-22 43. For policies to which CG 22 43 had previously been attached, the attachment of CG 22 80 in its place will broaden 
.coverage by not excluding coverage for the liability of a contractor who both design and builds the same proiect for others, 
regardless of whether or not the design portion of the project is subcontracted. 

CG 24 16 - Limited Pollution Liability Extension Endorsement . .' - '  

With this language change, coverage for pollution incidents is broadened by adding a hostile fire exception to the existing 
pollution exclusion. 

*: 

I ,  

. 1. 

RESTRICTlONS IM COVERAGE = MULTISTATE ENDORSEMENTS 

(II CG 21 62 - Exclusion - Financial Services . 
' A  

c 

This new endorsement excludes, from the CGL policy, coverage for certain liability exposures arising out of the rendering of 
I financial services, without infringing upon coverage for a flnancial institution's conventional CGL exposure. 

CG 21 63 - Exclusion - Deslgnated Ongoing Operations 
CG 21 64 = Excluslon - Deslgnated Operations Covered by A Consolidated (Wrap-up) Insurance Program 

These new endorsements exclude coverage for a designated opeiation, when the designated operation is insured elsewhere 
or when the insured chooses not to insure a certain operation. 

CLARIFICATIONS IN COVERAGE AND OTHER EDlTORlAL REVISIONS - COVERAGE FORMS 
All General .Liability coverage forms contain minor editorial revisions to provide for consistency among policies. In addition, 
these coverage forms have been revised to incorporate other various revisions in order to clarify coverage. Those ChaflgeS 
to each individual coverage form are described below: 
CG 00 01 - Commercial General Liability Coverage Form (Occurrence Version) 
G6 00 09 = Owners and Contractors Protective Liability Coverage Form ' 

CG 00 33 - Liquor Liability Coverage Form (Occurrence Version) . 

' 
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Paragraph 1.a of the Insuring Agreement Is revised to clarify the intent under the Coverage Form not to defend insureds 
when no coverage exists under the policy. 1. . z .  . 1. 

. .. 
GO 00 33 - Uquor Liabillty Coverage Form (Occurrence Verslon) 

1 Paragraph 1.a. of the Insuring Agreement is revised to clarify the intent under the Coverage Form not to defend insureds 
when no coverage exists,under the policy. 

CG 00 35 - Railroad Protective Uabillty Coveage Form 
CG 00 37 - ProductdCompleted Operations Liability Coverage Form (Occurrence Version) 
CG 00 39 - Pollution Liability Coverage Form 
CG 00 40 - Pollution Llablllty Wmlted Coverage Form 

E 

These policies have been amended to clarify that an insurer investigates and settles claims, and defends insureds 
against suits. 

CG 00 01 - Commerclal General Liability Coverage Form (Occurrence Version) 

Paragraph 1.a. of the Insuring Agreement for both Coverage A - Bodily Injury and'property Damage Uability and 
Coverage B - Personal and Advertising injury Liability is revised to clarify the intent under the Coverage Form not, to 
defend insureds when no coverage exists under the policy. 
A Pollution exclusion is added to Coverage B - Personal and Advertising Injury Liability to clarify the intent that damages 
resulting from pollution incidents are not and were never intended to be covered under personal iniury or advertising 
injury coverages under the CGL. 
In addition to minor editorial changes, the Other lnsurance Condition In these policies.is amended to specify that 
coverage is excess in situations in which an insured is given permission to,occupy a portion of a building without the 
transfer of rent in the form of money if the Insured has fire insurance available to cover sudh loss. 

1 

I 
Paragraphs f.(2) and (3) of the "insured contract" definition in the Definitions Section have been revised to update the 
list of professional services (for architects, engineers or surveyors) to conform to standard Industry terms. 

1 The Definitions section has also been amended in these policies to clarify that the "products-completed operations 
hazard" definition only includes coverage for damages arising out of a condition in a vehicle not owned or operated by 

ral Asareaate limit the named Tnmd and to mare ckady 1 Gene 
are excluded from products-completed operations coverage. 

-___  

CG 00 09 - Owners and Contractors Protectlve Llability Coverage Form 

CG 00 35 - Railroad Protectlve Uabillty Coverage Form 
I 

I m 

I 
I 

Paragraph 1.a. of the Insuring Agreement is revised to clarify the intent under the Coverage Form not to defend insureds 
when no coverage exists under .the policy. 

CG 00 37 - ProductdCompleted Operatlons Liability Coverage Form (Occurrence Version) 

Paragraph 1.a. of the Insuring Agreement is revised to clarify the intent under the Coverage Form not to defend insureds 
when no coverage exists under the policyl 
Paragraphs f.(2) and (3) of the "insured contract" definition l i the Definitions Section have been revised to update the 
list of professional services (for architects, engineers or surveyors) to conform to standard industry terms. 
The Definitions Section has also been amended In these policies to clarify that the "products-completed operations 
hazard definition" only includes coverage for damages arising out of a condition in a vehicle not owned or operated by 
the named insured and to more clearly state that products or operations that are subject to the Aggregate Limit are 
excluded from products-completed operations coverage. 

CG 00 39 - Pollution Liability Coverage Form 
CG 00 40 - Pollutlon Llabllity Limited Coverage Form 
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Paragraph 1.a. of the Insuring Agreement is revised to clarify the intent under the Coverage Form not to defend Insureds 
when no coverage exists under the policy. 
Paragraph 3 in Section I I  - Limits of insurance has been amended to clarify that the policy is intended to pay damages. 
and clean-up costs (CG 00 39) and damages (CG 00 40) in excess of the deductible amount shown in the Declarations. 

- -  . .  
- .* . 

CLARIFiCATlONS IN COVERAGE AND OTHER EDITORIAL REVISIONS - ENDORSEMENTS 

CG 03 00 - Deductible Liability Insurance (CGL and Products) 
CG 03 05 - Deductible Liability Insurance (Liquor) 

These endorsements are revised to clarify Uiat it is the insured that is being defended against a suit. 

CG 20 07 - Additional Insured - Engineers, Architects or Surveyors (CGL) 
CG 20 31 - Additional Insured - Engineers, Architects or Surveyors (OCP) 
CG 22 34 - Exclusion - Construction. Management Errors and Omissions 

These endorsements have been revised to update the list of professional services contained in the forms to conform to 
standard industry terms. 

CG 20 11 - Additional Insured - Managers or Lessors of Premises 
CG 21 36 - Exclusion - New EnNties 
CG 21 37 - Exclusion - Employees as Insureds 
CG 21 42 - Exclusion - Explosion, Collapse and Underground Property Damage Hazard (Specified Operations) 
CG 21 43 - Exclusion - Explosion, Collapse and Underground Property Damage Hazard (Specified Operations 

, CG 21 49 - Total Pollution Exclusion Endorsement 
' CG 22 38 - Exclusion - Fiduciary or Representative Liability of Financial Institutions 

CG 22 40 - Exclusion - Medical Payments to Children (Day Care Centers) 
CG 22 66 - Exclusion - Injury to Volunteer Firefighters 
CG 22 67 - Exclusion - Underground Resources and Equipment '. 

CG 24 05 - Financial Institutions (Reporting Provision and Limitation to Flduciary Interest ar Representative 

CG 24 07 - ProductdCompIeted Operations Hazard Rebefined 
CG 24 09 - Governmental Subdivisions 
CG 24 11 - Fiduciaries - Fiduciary Interest 
CG 28 06 - Limitation of Cbverage to Insured Premises 
CG 28 33 - Voluntary Clean-up Costs Reimbursement 
CG 29 61 - Employment-Related Practices Exclusion 

' 

Excepted) 

- 

. I. . 1. 

- CG 22 63 - Stevedoring Operations Limited Completed Operations Coverage 

Interest) . 

Various editorial changes have been made to these endorsements to make the language consistent with those of other forms 
and endorsements in the CGL program and to reformat for irnpro4ed readability. 

CG 21 40 - Coverage B - Personal Injury Uabliity Only (Advertising injury Liability Not Included) (Occurrence 

In addition to other edjtorial changes, a pollution exclusion has been added to these endorsements for personal injury liability 
to clariiy that damages resulting from pollution Incidents are not and were never intended to be covered under personal injury 
coverage. Also, these endorsements have been amended to clarify the intent under the underlying policy not to defend 
insureds when no coverage exists under the policy. 

Version) 

. 
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CG 22 43 - Exclusion - Engineers, Architects or Surveyors - Profesional Liability 
t 

Revisions have been made to this endorsement to clarify that it applies only to those Named Insureds who are in the 
business of providing professional services to others as an architect, engineer or surveyor only, as well as to update the llst 
of professional services contained in the form to conform to standard industry terms. 

CG 22 81 - Exclusion - Erroneous Delivery or Mixture and Resulting Failure of Seed to Germinate - Seed Merchants 

CG 24 I 8  - Seed Merchants - Coverage for Erroneous Delivery or Mixture and Resulting Failure of Seed to' 

CG 24 19 - Seed Merchants - Coverage for Erroneous Delhrery or Mixture (Resultlng Failure of Seed to 

CG 24 20 - Seed Merchants - Coverage for Erroneous Delivery or Mixture and Resulting Failure of Seed to 

(CGL and Products) 

Germinate (CGL) 

I Germinate Mot Included) (CGL) 

Germinate (Products). 

Germinate Mot Included (Products) 
I CG 24 21 - Seed Merchants - Coverage for Erroneous Delivery or ffliture (Resulting Failure of Seed to 

The above new endorsements have been created to clarify the intent of the coverage provided under the Seed Merchants 
I . classifications. 

~ 

I- 

. 

This endorsement has been modified to add additional activities that may be performed by today's insurance operations. 
Additionally, editorial revisions have been made for clarification and to improve readability. 

CG 22 48 - Exclusion Insurance and Related Operations 
. 

~~ -~ 

CG 22 79 - Exclusion - Contractors - Professional liability 
. .  
This new endorsement is introduced to clarify the policy's coverage Intent to exclude coverage for the professional liability .. b.. 

of a construction contractor who is acting in the capacity of an architect, engineer or sunreyor or who has provided an 
architect, engineer or surveyor with professional services in connection with work performed. 

. 1. 1. . .  
CG 28 06 - Personal Injury Uability . %. 

in addition to other editorial changes, a pollution exclusion has been added to this endorsement to clarify that damages 
resulting from pollution Incidents are not and were never intended to be covered under personal injury coverage. 

I CG 28 07 - Prlnclpals Protective Llabillty Cowerage 

This endorsement Is revised in order to clarify the Intent under this endorsement not to defend insureds when no coverage 
exists under the policy. 

, a  
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~ Providing You Peace of Mind 

CE POLICY 

' I. Thank you for allowing SAFECO's American States Business lnsurance 
to fulfill your insurance needs. If you have any questions regarding 

your policy, please contact your independent insurance agent. 

-. . 
I - .  

I .  . 7 .  

. '. 

s 
r! 

I 
, 

I 

SAF1ECO" 

SAFECO Insurance Company of America 
SAFECO Plaza, Seattle, WA 98185-0001 . 
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Exhibit 7 
List of bank accounts 

Bank Accounts: 
Sunstate Bank/Checking Account No. 6093201019 

Sunstate BankIAnderson Bros./Savings Account No. 600642001 1 

Sunstate Bank/Mohawk/Sauings Account No. 60065200 12 
I 

. 2 .  I . .. 
. I .  
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)Recorded at the request of: 
C!K44W T J m  lNSUWANClp 
When recorded mail to: FEE : * 12.UQ LARJ WVESTMENT & DEVELOPMENT 
117 East Second Srreet FEE NO: 1 3 9 6 - 0 3 2 7 4 1  

DATE: B8/1?/g8 TIME: 1454 

Ca~a Grande, AZ 85222 

I 
I .  

Escrow No.98@l75&44 

For the consideration of Ten Doila?, and other valuable considerations, I or we, 

RMIR IPROIPERTXES, L.L.P., an Arhona limited liability partkernhip and Gregs Ralm, as 
Trust& of the'ADVEOR MORTGAGE of ILLINOIS L.L.C., 401 K Frofit Sharing Phn 

the G M 6 R S  do hereby convey to ' 

I 

I 

. 
l and TrunC dahd January 1,1995. 

a 

. GRAND VALLEY DEVELOPMENT PARTNERS #1 Limited Partnership, an Arizona 

. the GRANTEES the following described property situated in Pinal County, Arizona: 

The West half of the West half of Section 24, Township 5 SQuth, Range 4 East, Giia and Salt 
River Base and Meridian, Pinal County, Arizona; 

~ ~- ~~- ~ 

- .  

I. . .. 
. .. 

, EX- all that part lying South of Lhe North right of way of the Southern Pacific Railroad. 
1 

EXCBPT:any portion lying within 
The name and address of the TNS~ Beneficiaries of the Advisor Mortgage of Illinois, L.L.C., 
dOl(K) Profit Sharing Plan and Trust can be obtained from the employer at: 

HIghway righe of way. 

1450 E American Lane, Suite 1400 
scbnurnburg, IL 60173 

.. - I 
SUBJECT TO: Current taxes, assessments, reservations in patents ami ail easements, rigtrcs of 
way, encumbrances, liens, covenants, conditions a d  restrictions as may appear, of record. 

And I or we do warranf the title against all persons whomsoever, subject to the matters above get 
forth. 

Dated: Q/!7!4n . 



0 
- -  - - .  - . .  

RMR Properties, L.L.P., an Arizona limited Advisor Mortgage of Illinois, L.L.C., 
liability partnership . 401(K) Profit Sharing Plan and Trust dated 

January 1, 1998. ." 

By: The Townsend Family Trust clated July 
3,1990, Partner By: <- 

Grcgg Rahd, h s t e e  

Robert Townsend, Partner 

This insmment was acknowledged before me this \- day of A u p t ,  1998 by Myrta 
Townsend and Robert Townsend, individually anrl as Trustees of The Townsend Family Trust, 
dated July 3, 1990 the Partrlers of RMR, Properties, L.L.P., an Arizona limited liability 
partnership, and that as such partners, being au 

.. 
I .STATE OF ARIZONA ) I 

)ss. 
County of Maricopa 1 c 
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RESOLUTION NO. 

A RESOLmON OF THE BOARD OF THE COPPER MOUNTAIN 
RANCH COMMUMlY FACILITIES DISTRZCT, CASA GRANDE, 
ARIZONA, APPROVING THE TERMS AND CONDITIONS IN AN 
AGREEMENTWITHMO~~WATERCOMPANYANDANDERSON 
BROTHERS WATER COMPANY FOR THE ACQUMTION OF THE 
STOCK OF THE COMPANIES; AM) ExplWDrTuRE OF PUBLIC 
FUNDS IN AN AMOUNT NOT TO EXCEXD $800,000 INCLUDING 
REASONABLE CLOSING COSTS; AUTHORIZJNG EXECUTION OF 
AN AGREEMENT, AND DEClXUNG AN EMERGENCY. 

OARD .OF TEE COPPER M RANCHCOMMUNITY 
CT, CASA GRANDE, ARIZONA, Board authorize the following: 

sition of the ’Mohawk and Anderson Brothers water companies for the purchase 
usted by the following: 

Less any b k c e  of the loans, outstanding at close of escrow, made to the 
Companies by the Water Infrastructure Financing Authority C‘WA”) which 
loans shall be assumed by’the Purchaser. 

deposit accounts for the Companies except any liability of the Companies to 
return ownership of the wells in Section 24, Township 5 South, range 4 East, Gila 
and Salt River Meridian, Pinal County, Arizona, to 120 Townsend LLC. 
Less any taxes due at the time the copra te  structure of the Companies is 

Plus any material costs for construction, rehabilitation or installation of 

ii. Less the payoff of any other liabilities, encumbrances, liens, or customer 

iii. 
disbanded whether before or after COE. 

equpment for the Mohawk Water Company well between April of 200 1 and close of 
escrow which decreased readings of NOj to Safe Water Act standards. 
v. 

expenditure of public h d s  in an *amount not to exceed $800,000 for acquisition of the 

expenditure of public funds in an amount not to exceed $25,000 mually for two years 

Plus 20% of the sum of item , for labor of James W. Little. 
- .  

2. 

3. 
Mohawk and Anderson Brothers water companies and reasonable closbg costs; 

‘Eom the close of escrow for consulting services for James W. (Bill) Little; and 
on of the agreement and any documents necessary to carry out this purpose by the 





Section 2. Eiergency Clause 





- RESOLUTIONNO. 10.1 
I 

A RESOLWON OF THE BOARD OF THE COPPER N O U N ”  
RANCH COMMuT\TTTy FACILITIES DISTRICT, CASA GRANDE, 
ARIZONA, APPROVING THE TERM3 AND CONDITIONS IN AN 
A G ~ ~  WITHMOKAWKWATERCOMPAMrTANDANDERSON 
BROTHERS WATER COMPANY FOR THE ACQUISITION OF THE 
ASSETS OF THE COMPANIES; AND EXSENDITURE OF PUBLIC 

REASONABLE CLOSING COSTS; AUTHORIZING EXJECUTIOM OF 
AN AGREEMENT; AND DECLARING AN EMERGENCY. 

I 

I 

mRJDS IN AN AMOUNT NOT TO EXCEED $850,000 INCLUDING * 

WHEREAS, there has beep presented before the District board, a form of agreement 
Purchase Agreement”) by and between the District and the Seller (as dehed in the Purchase Agreement) 
and the execution and performance of the suchpurchase Agreement will be in fUaherance of the purposes of 
the District and pursuant to the temuof Title 48, Chapter 4, Article 6, ArizonaRevised Statutes, as amended 
(the “Act) and the Copper Mountain Ranch Community Facilities District General Plan; and 

WHEREAS, it appears to this District that the execution of the Purchase Agreement and the 
acquisition of the cmipanies (as defined in the Purchase Agreement) is necessary to fixther the goals and 
purpose of the District in accordance with the Act and the District’s General Plan; . 

NOW THEREFORE, BE IT RESOLVED BY THE BOARD OF THE COPPER MOUNTAIN 
RANCH COMMUMTY FACILITIES DISTRICT, CASA GRANDE, ARIZONA, THAT the Board 

. - authorize the following: 

1. The District Administrator is hereby authorized and empower to execute, on behalf of the 

to the Request for District Board Action, and any other documents necessary to carry out this 
purpose, with such additions, deletions and modifications as are not inconsistent with this 
Resolution and the Act and as are approved by the District (which approval shall be conclusively 
evidenced the execution thereof by the District Admibistrator). 
expenditure of public funds in an amount not to exceed $850,000 for acquisition of the Mohawk 
and Anderson Brothers water companies and reasonable closing costs; 

. District, the Purchase Agreement in substantially &e.form presented at this meeting and attached 

2. 

Section 2. Emergency Clause 

is necessary for the preservation of the peace, health and safety of the capper 
st, and this Resolution shallbe MO 

effective immediately upon its passage and adoption ’ 

, Casa Grande, Arizona, an emergency is declared 

PASSED AND ADOPTED by the Board of the Copper ountain Ranch Co 
. District, Casa Grande, Arizona, this 4 t h  day of-2001. 

i 

c- . 
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