r’* B = s T T i I

ol o Nm PPLICATION

ATnQerson protners rarms, Inc. R E C E | V E D

|
|
|
} d.b.a. Anderson Brothers Water Company
|
|
|
|
|
|
|
|
r

Ain e V. @) L m iz P2

Casa Grande, Arizona 85222
AZ CORP COMMISSION
DOCUMENT CONTROL

October 3, 2001
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Arizona Corporation Commission

1200 W. Washington Street wmsu-nm:sm
Phoenix, Arizona 85007 W-OZSS‘A-.I

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.

Sincerely,







WILLIAM A. MUNDELL ‘
CHAIRMAN

& 5 BRIAN C. McNEIL
EXECUTIVE SECRETARY
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October 29, 2001
ctober AZ CORP COMMISSION

LCOCUMERT CONTROL

JIM IRVIN
COMMISSIONER

MARC SPITZER ‘
COMMISSIONER ARIZONA CORPORATION COMMISSION

James W. Little

President

Anderson Brothers Farms, Inc.

D/b/a Anderson Brothers Water Company
498 East 4™ Street

Casa Grande, Arizona 85222

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 R14-2-411C.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.
incerely,
: ——————

im Fisher
xecutive Consultant
Utilities Division

Arizona Corporation Commission

DOCKETED
0CT 29 2001

DOCKETED BY /"A//

Cc:  Docket Control
Lyn Farmer

1200 WEST WASHINGTON; PHOENIX, ARIZONA 85007-2996 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347
WWW.cc.state. az us







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

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

James W. (Bill) Little

(520) 836-0267

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

Anderson Brothers Farms, Inc. d.b.a. Anderson Brothers
o Water Company

C. The Applicant is a:

_Xx_Corporation: ___Partnership
X “C"’, “S”, Non-Profit , ___Linﬁted, _ General
__X Arizona, __ Foreign ___Arizona, __ Foreign
____Sole Proprietorship ___ Limited Liability Company
(LLC)
_____Other (Specity)
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D. List the name, address and telephone number of the attorney for the applicant:

Thomas A. McCarville (520) 836-8265
1 McCarville, Cooper & Vasquez, P.C.
‘ 221 N. Florence Street

W P.0. Box 15005
Casa Grande, AZ 85230-5005

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

James W. (Bill) Little (520) 836-0267

Anderson Brothers Farms, Inc. d.b.a. Anderson Brothers Water Co.
498 East 4th Street

Casa Grande, AZ 85222

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

Copper Mountain Ranch Community Facilities District

510 East Florence Boulevard

Casa Grande, AZ 85222

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

Kenneth W. Buchanan, Distric¢t Administrator

H. The Purchaser is a:

X Municipality _ Improvement Distrrict  Other

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

X Negotiated Sale of Asset Condemnation Other

Centrancanc.doc 07/00 1







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

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 _ No x . If no, mark the block below
that describes the proposed dlsposmon of security dep051ts

A11 security deposﬂ:s will be refunded prior to or at time of closmg

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

__ Other (explain).

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 after the transfer. (Explain method of refunding)

Purchaser will assume the reﬁmdmg obligations in accordance with the terms of the main
extcnsmn agreement.

_ Applicant will make a full refund will be made at closing.

___ Other (explain).

| Ccentrancanc.doc 07/00 | 1







M. (WATER ONLY) Are there any refunds due on meter and service line installations?

Yes ___ No_x If Yes, mark the block below which describes the proposed disposition of
refunds. ~

____ Applicant will continue to refund after the transfer pursuant to Commission Rules.
___ Purchaser will assume the refunding obligations in accordance with Commission Rules.
___Applicant will make a full refund at closing.

___ Other (explain).

S’’’

DATED the __ day of October

James W. Little
(Type or Print Name Here)

President

(Title)

SUBSCRIBED AND SWORN to before me on this 3 _day of __0ctober ,20 01

MW/W}Q\L@JM/

NOTARY PUBLIC

MARGARET M PIEPER
Notary Public - Arizona
) Pinal County

7 My Commission Expires
Feb 26 2002

My Commission Expires o? ‘0,26 -0

Centrancanc.doc 07/00 1
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ASSETS PURCHASE 0;—;; C! AL

AGREEMENT | .r‘*~=0 PY

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. Farms, Inc., an Arizona corporation, d.b.a. Anderson Bros. Water Company (hereinafter
collectively referred to as “Seller") and the Copper Mountain Ranch Community Facilities District, an
Arizona municipal corporation (hereinafter referred to as “Purchaser”).

EFFECTIVE DATE

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

parties. :
RECITALS

a.  Selleris the sole owner of all of the Assets, as defined in Section 1.7; and
b. Seller desires to transfer to Purchaser, and Purchaser desires to acquire from Seller, all of the
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 L.R.S. Section 1031.
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 2.1(g).

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 clalm, action, suit, arbitration, inquiry, proceeding or investigation by
or before any Governmental Authority.

Section 1.2 “Agreement” means this Assets Purchase Agreement, and all amendments hereto.
Section 1.3 “Business Records” shall mean that which is specified in Subsection 2.1(d).
£

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

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 “Companies” 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(%)

Section 1.9 “Due Diligence Period" shall mean thirty (30) days followmg execution and delivery of
this Agreement by Seller to Purchaser.

Section 1.10 “Encumbrance" means any recorded security interest, pledge, mortgage lien orjudgment.

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 “Governmental Authority" means any United States federal state or local or any foreign
- government, governmental regulatory or administrative au'rhonty, agency or commission or any court, "
~ —tribunal or judicial or arbitral body————— ; 3

Section 1.15 “Intangible Assets”shall mean that which is specified in Subsection 2.1(€).

i Section 1.16 “Law” means any federal, state, local or forexgn statute, law, ordmance, regulatlon rule,
: 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 unmatured or determined or determinable. -

Section 1.18 “Loss" has the meaning specified in Subsection 9.4(a).

Section 1.19 "Material Adverse Effect” means any circumstance, change 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 “Person" means any individual partnership, firm, corporation, limited liability company,
associatiop, 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 “Purchase Price" means the appraisal value for the Companies of $§986,860.00 adjusted
by all of the following:
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(8)  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.

(b)  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
Office as Fee No. 1999-007618; ‘ ey

(¢©)  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 31, 2001 and COE
which decreased readings of NO, to Safe Drinking Water Act standards;

(d)  Plus 20% of the sum of Subsection 1.21(c), for labor of James W. Little;

(e)  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 from January 10, 2002 to the COE on a pro-rated basis; and

(g8)  Allreal and personal property taxes and assessments with respect to the Assets 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 1.22 “Purchaser” has the meaning specified in the introductory paragraph of this Agreement.
Séction, 1.23 “Receivables” has the meaning specified in Subsection 2.1(b).
Secﬁon 124 “Seller” has the meaning specified in the introductory paragraph of this Agréement.

Section 1.25 "Tax" 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, franchises, 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' corrfpensation, unemployment compensation, or net worth; taxes or other
charges in the nature of excise, withholding, ad valorem, stamp, transfer, value added, or gains taxes;
license, registration and documentation fees; and customs’ duties, tariffs, and similar charges.

Section 1.26 “Third-Party Claims" has the meaning specified in Subsection 9.4(a).
Section 1.27 “Tangible Personal Property” has the meaning specified in Subsection 2.1(a).
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:
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(a) Property ' - -
(1) Real Property. All of Seller’s right, title and interest in and to any real property, real property
improvements, and fixtures 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, franchises, and all of Seller’s rights/interests 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 of the Real Property as a
result of the abandonment of any road, street or alleyway adjoining the Real Property.
(i)  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;

| ()  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; ~ '

(d) Business Records. Any and all customer lists, billing and sales records and other records
used or maintained in the Companies; ;

() Intangible Assets. Any and all intangible assets of Seller relating to 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
Corporation Commission certificates of convenience and necessity for Companies, goodwill, all

————governmental licenses; governmental permits, governmental approvals, franchises, trademarks, service
marks, trade names, fictitious names, copynghts and all other forms of intellectual property rights, and
all other intangible property rights of any kind, owned by the Companies or necessary to the Compames
as heretofore conducted;

N §)) Contracts. Any and all written or oral contracts, agreements, leases, undertakings and
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; , o

(2) Business Name. After COE, in addition to the other assets to be transferred by Seller to

i  Purchaser, Seller shall transfer, assign and convey to Purchaser the right to use the names of Mohawk

Water Company, Anderson Bros. Farms, Inc. and Anderson Bros. Water Company in any manner
| whatsoever, and further agrees to execute such assignments, instruments and documents, as may be
| necessary to effectuate the complete and permanent transfer of such names to Purchaser. After the COE,
| Purchaser agrees that Seller may maintain its existing corporate structures under d1fferent names as long
as Seller:
(i) promptly changes the names of the corporations to something other than Mohawk Water
Company, Anderson Bros. Farms. Inc. and Anderson Bros. Water Company or any other similar
name,
(ii) agrees to change its corporate names to a name which does not 1nc1ude 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

i acquired in any form and under any name(s) Purchaser chooses;

| (h) Utility Contracts. Seller and Purchaser agree that Seller shall transfer to Purchaser all

utility contracts and deposits with respect to the Companies and the right to deposits or credits with
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respect to the Assets on the date of the Closing and that Purchaser shall thereafter be respensible for all
utilities for the Companies; and \ :
® Other Non-Excluded Assets. Any and all other assets or property (the “Other Assets™) of

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

Section 2.2 Assumption 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 after 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.

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

ARTICLE 3 ESCROW

Section 3.1 Deposit of Earnest Money. 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. If this 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 Earnest 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 executio.n 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
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than 10 days following deposit of the Earnest Money. S -

Section 3.3 Delivery of Assets/Payment.

(a) Seller’s Obligations.

(1) On the terms and subject to the cond1t1ons 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.

(i) Physical Delivery. On the COE, Seller shall deliver to Purchaser in Casa Grande, Arizona,

all tangible Assets at mutually agreed upon location(s), mcludlng 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 the following
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;

(if) the Mohawk well is in compliance with MCL standards for NO, based on testing by the A
Purchaser (with split sample, confirmatory tests done on behalf of James W. Little imaccordanc ™
with procedure used by ADEQ) for 1 year after COE or the compliance term set forth by the
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
with Subsection 1.21(¢) as long as the Purchaser has notified the Seller of the lack of payment
within 90 days of the due date of the payment and reasonably cooperated with the Seller in its
collection efforts of the 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 lev1es 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 by 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;
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(b)  such other documents as Purchaser may reasonably request; and

(c)  the Consultant Agreement, described in Subsection 7.1(f), executed by James W. Little
in his personal capacity.

(d)  TaxReceipt. On or before Closing, Seller shall deliver to Purchaser a receipt from the

Arizona Department of Revenue pursuant to A.R. S 32-119, stating that no amount is due with respect to
Seller.

Section 3.8 Closing Deliveries by Purchaser. At the Closmg, Purchaser shall dehver or cause to be
delivered to the Seller the following:

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

(b)  such other documents as Seller may reasonably request; and
(o 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 7.1(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
representations and warranties to Purchaser:

Section 4.1 Assets The Assets as set forth in Exhibit 1 and as described in Section 2.1(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

(a)  will have been prepared in accordance with the books of account and other financial
records of the Companies, and |

(b)  present fairly the financial condition and results of operations of the Companies as of the
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 Fman01a1 Statements.

Section 4.4 Authority 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 carry
out their legal responsibilities and provide utility services in the areas presently served by the
Companies.

Section 4.5 Qwnership 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.
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Section 4.6 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 by al!
necessary action on the part of Seller. No further authorization will be necessary on the part of Seller fo:
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 bmdmg upon Seller and enforceable in accordance with
their terms.

Section 4.7 Employment 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
benefits payable to the person) and the compensation (as defined above) actually paid to each such
person during the Companies’ fiscal years ending December 31, 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.

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

or plans, or any plans or pol1c1es subject to ERISA. -

Section 4.8 Banks. To the extent included in the Assets, attached as Exhibit 7 is a list of all banks and -
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, specifying 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 prov151ons of all
Contracts, Insurance Policies and Registrations; and neither the Seller nor any such other party isin
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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. All Contracts,
Insurance Policies and Registrations are set forth in the Exhibits, conform with the terms of the copies
thereof or, where oral, the written summaries thereof contained in the Exhibits, are in full 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 from valid sales and are collectible in
the ordinary course of business-at 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, free 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 Loan.

Section 4.14 Consents. Attached as Exhibit 4 is (i) a list of all consents (the “Necessary Consents”)
from 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. o

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

(a) do not 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 defauilt,
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;

(b)  will not violate any applicable foreign or domestic law or public policy; ,

(c) will not result in an acceleration or increase of any amounts due from the Companies; and

(d)  will not result in an alteration to the detriment of the Companies of the terms or

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.

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

(i) all foreign and domestic registrations, licenses, filings, permits, approvals, authorizations,

exemptions, certifications and pending applications for any of the same,

(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. Farms, 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, infringing or otherw15e violating or exercising any rights under any

Registration.,

® Bulk Sales. Seller represents and warrants that Seller has no creditors and that
compliance with the notice provisions of the Arizona Bulk Transfer Statute is not required.

(8)  General Representation. No statement made by or on behalf of Seller in connection with
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.

(h)  Exchange. It is the intention of Seller to effect an L.R.S. Section 1031 exchange or “like-
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 otherwise assumed by Purchaser in the proposed o

-sale set forth herein. Seller shall defend-with-counsel of the Purchaser’s reasonab

indemnify and hold Purchaser harmless from any liability, cost (including attorney’s fees), damage or
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 from any of its obligations
(payment, performance or otherwise) or its responsibilities for representatxons, warranties and
indemnities under this Agreement.

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 Authority 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.
(@)  Based onits knowledge and experience in financial and business matters in general and

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

R
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of the Due Diligence Period), and is able to evaluate the merits and risks of the acquisition of the Assets.

(b)  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, mcludmg, 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.

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

(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.

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)  amend, terminate, cancel or compromlse any material claims of the Companies or waive

L any other rights of substantial value to the Companies;

e (b) sell, transfer, lease, sublease, license or otherwise dispose of any properties or assets,

other than in the ordinary course of business;

(¢)  issue or sell any capital stock, notes, bonds or other secuntles or any option, warrant or
other right to the same, of the Companies,

(d)  redeem any of the capital stock or declare, make or pay any dividends or distributions
(whether in cash, securities, or other property) to Seller or third Persons.

(¢)  make any capital expenditure or commitment for any capital expenditure except that
detailed in Subsection 1.21(c); :

(3] make any material changes in the customary methods of operations of the Companies;

(g) incur any indebtedness or draw-downs from the WIFA loan for anythmg other than that

‘which is set forth in Subsection 1.21(c);

(h)  make any loan to, guarantee any indebtedness of, or otherwise incur any indebtedness on
behalf of any Person;

(i) grant any increase, or announce any increase, in the wages, salaries, compensauon,
bonuses, incentives, pension, severance or other benefits payable by the Compames to any of its

-employees or consultants or any other Person; or

f)] agree or commit to do or authorize any of the foregoing or dlscuss or negotiate with any
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 carry out the provisions of this Agreement and to consummate

‘and make effective the transactions contemplated hereby.

Section 6.3 Preservation of Relationships. After the Effective Date hereof and through the Closing,
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




that it will maintain all of its assets in their present condition, reasonable wear and tear and ordinary
usage 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 fulfillment at or before the Closing,
of each of the following conditions:

(a)  Representations, Warranties and Covenants. The representations and warranties of
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.

(b)  Purchaser’s Compliance with Agreement. The covenants and agreements contained in
this Agreement to be comphed 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 determmatlon of .
Seller, is likely to tender it impossible or unlawful 6 consummate the transactions-contempla
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.

(d)  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.

(e Closing Documents. Purchaser shall be prepared to deliver the Cash Consideration set
forth in Section 3.3 and the closing documents set forth in Section 3.8 of this Agreement.

@ Consulting Agreement. For 24 months after COE, Purchaser shall retain James W. Little
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 equal 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 Services 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; trainin;
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,
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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. Mr.
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:

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

(b)  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.

(©)  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 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 1f Purchaser has solicited or encouraged any such
Action.

(d) 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.

. (e) Closing Documents. Seller shall be prepared to deliver the closing documents set forth in
Section 3.7 of this Agreement.

® Consulting Agreement. James W. Little shall, by his signature below, agree in his
personal capacity, to consult for the Purchaser for 24 months after COE in accordance with that which is
described in Subsection 7.1(f).

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.




ARTICLE 9 INDEMNIFICATION

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
from and against any and all Losses actually suffered or incurred by the Purchaser arising out of or
resulting from:

7 (a)  the breach of any representation or warranty made by Seller contained in this Agreement
or in any other document or agreement delivered by Seller pursuant to or in connection with this
Agreement; or

(b)  the breach of any covenant or agreement by Seller contained in this Agreement or in any
other document or agreement delivered by Seller pursuant to or in correction with this Agreement.

(©)  The Seller specifically does not indemnify the Purchaser from the risk of the reversion of
the wells to 120 Townsend, L.L.C. which is detailed in Subsection 1.21(b).

Section 9.3 Indemnification by Purchaser. Purchaser agrees to indemnify and hold harmless Seller

__from and against any and all Losses actuallv suffered or incurred by Seller arising out of or resulting
from:

(a)  the breach of any representation or warranty made by Purchaser contained in this
Agreement or in any other document or agreement delivered by Purchaser pursuant to or in connection
with this Agreement; or

(b)  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. : .

(0 The reversion of the wells to 120 Townsend, L.L.C. which is detailed in Subsection
1.21(b). '

Section 9.4 Notice to Indemnifying Party.
(a)  Notice between Parties. An indemnified party shall give the indemnifying party notice of

- 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 thereof and containing a reference to the provisions of
this Agreement in respect of which such right of indemnification is claimed or arises.

(b)  Notice for Third-Party Claims. The obligations and Liabilities of an indemnifying 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 Art1cle ("Third-Party Claims") shall be governed by the following
additional terms and conditions:

(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 receiptof ™

such notice by the indemnified party. Notwithstanding the foregoing, the failure to provide such
notice shall not release the indemnifying party from any of its obligations under this Article
except to the extent the indemnifying 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 indemnifying 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 indemnifying 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 recexpt 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 indemnifying party, then the
indemnified party shall be entitled to retain its own counsel, at the expense of the indemnifying
party, in each jurisdiction for which the indemnified party determines in its reasonable judgment
that counsel is required.

(iii) 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 indemnifying 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 indemnifying party’s control relating thereto
as is reasonably required by the indemnified party. No such Third-Party Claim may be settled by
the indemnifying party without the written consent of the mdemmﬁed party.

ARTICLE 10 TERMINATION

Section 10 1 Terrmnatlon This Agreement may be terminated at any time prior to the Closing:

(a) By consent of Seller and Purchaser,

(b) By Purchaser or by Seller if the other party shall, contrary to the terms of this Agreement
intentionally fail or refuse 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 (10) day period after notice in which to cure;

- (9)  ByPurchaser 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.




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

ARTICLE 11 GENERAL PROVISIONS

Section 11.1 Expenses. 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 term or condition, or a waiver of any other term or condition,
ofthlsAgreeméﬁt“Thefaﬂureofanypaftyto assert any of its tights hereunder shatt not constitute2
- waiver of any such rights. '

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 respectlve partles 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) if to Purchaser:

Copper Mountain Ranch CFD Administrator - With a copy to:

Copper Mountain Ranch CFD Charles James, Esq. (District Counsel)
510 E. Florence Boulevard. ' Squire, Sanders and Dempsey

Casa Grande, Arizona 85222 ’ 40 N. Central Avenue, Suite 2700
Facsimile: (520) 421-8604 Phoenix, Arizona 85004-4440

Facsimile: (602) 253-8129

(b)  ifto Seller:

James W. Little | With a copy to: _
498 East Fourth Street Thomas McCarville, Esq.
Casa Grande, Arizona 85222 ' McCarville, Cooper and Vasquez
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Telephone: (520) 421-5608 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 Severability. If any term or other provision of this Agreement is mvahd, 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
other provision is invalid, illegal or incapable of being enforced, the parties hereto shall negotiate in

good faith to modify this Agreement so as to effect the original intent of the parties as closely as
p0551b1e

Section 11.6 Entire Agreement. 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 thh
respect to the subject matter hereof and thereof,

Section 11.7 Assignment. 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-Party Beneficiaries. This Agreement shall be binding upon and inure solely to
the benefit of the parties hereto and their permitted assignees 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 7.2(f).

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

Section 11.10 Governing Law. This Agreemenf shall be governed by, and construed in accordance
with, the laws of the State of Arizona applicable to contracts executed in and to be performed entlrely
- 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 cancellation
provisions for conflicts of interest pursuant to A.R.S. §38-511.

Section 11.13 Equal Treatment of Parties in Interpretation of Agreement. This Agreement is the result
of arms-length negotiations between parties of roughly 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
and/or draftmg 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 Mohawk Water Company, an Arizona

Facilities District, a municipal corporation Corpo \'on
MQBUS@M by ’ ' %/LU & &
Kenneth W. Buchanan, ‘ / J %mes W thtfe President .

~ District Administrator - date: /! /c/ /5 l//u ] ;2001 B
date: ZQ‘ /0. /) , 2001 '
; 4 or

rson Bros Farms, Inc., an Arizona

A,’_I'IZT: A " corporation d.b.a. Anderson Bros Water
A7 = ' Company
‘ g AL e \ 4{_
Gloria Leija, District Clef¥ . by: i Lt L4 "“?;77\. 2.
' ,/ }ames W. Ligle, President
APPROVED AS TQ FORM /" date: Jefae /ol ___,2001
W Eapllr) (777 |
v, /é’/ Z :
Dlsmy{ Copnsel
State of Arizona ) ' o ~ District Administrator
' )ss Acknowledgment

County of Pinal )

On thlS day of Cezher 2001, Kenneth W. Buehanan who acknowledged himself to
be the Copper Mountain Ranch Community Facilities District Administrator personally appeared before

Asgreement (18/19)




the undersigned and that he, as such officer, being authorized to do S0, éxecuted the Agreement in the
capacity therein stated and for the purposes therein contained by signing his name.

[ have hereunto set my hand and official seal.

/}76{ A AR f‘wuvﬂ'»"t

- IN WITNESS WHEREQ]
P T MARGARET M. PIEPER  §
Notary Public - Aizona )

C
/~ My cglrr;\?x‘fusgg?gxpwes { Notary lsubhc
oo 20,2002 ___|
Sion expires: ) - 02@ 200D

State of Arizona ) Mohawk Water Company

~ ) ss , v Acknowledgment
County of Pinal )

On thlsQJ day of_® N\ 42001, James W. Little personally appeared before the

undersigned and acknowledged himself to be the President 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.

ﬁ = P

~ QFFICIAL SEAL
JOYCE E. ROGERS
NOTARY PUBLIG - STATE OF ARIZONA

RIS SR R oo 22 2003

Staté of Arizona ) Anderson Bros. Farms, Inc.
)ss : Acknowledgment
County of Pinal ) - '
On this -<Qday of O\ sX\Fe,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 capac1ty therein stated and for the purposes therein
contained by signing his name.

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

Notary Pribiie <

My commission expires:

JOYCE E. HOGEBS

NOTARY PUBLIC - STATE OF ARIZONA
PINAL COUNTY
My Comat. Expires October 22, 2003

[PPWOYA T YA R e )







Exhibit 1 - Real Property and Improvements Thereon




o L

MOHAWK WATER COMPANY

EXHIBIT “A™

Legal Description

That portion of the Southwest Quarter of said Section 14, Township 5 South, Range 4 East of
Gila and Sait River Base and Mendxan Pmal County, Anzona described as follows

BEGINNING at the Southwest comer of said Sectlon 14;
~ thence North 454 feet
thence East 50 feet to the TRUB POINT OF BEGINNING
thence North 50° fee_t,
thence East 50 feet;
thence South 50 feet

thence West 50 feet to the POINT OF BEGINNING

-
A

25




ANDERSON WATER COMPANY
EXHIBIT “A”

Legal Description

The East 112.50 feet of the South 60 feet of said Lot 87, of SANTA ROSA RANCHOS UNIT
ONE AMENDED, according to Book 16 of Maps, Page 34, records of Pinal County, Arizona;

'EXCEPT all the cdal, g;\sf, ..oiliand other mineral depbsits as reserved in Patexit from ﬁnited

States of America. Pl

25




EXHIBIT w“an

Commitment No. 62,164-T

- PARCEL 1:

Lot Forty—one (41), of SADDLEBACK FARMS, according to the plat of
- record in the office of the County Recorder of Plnal County ’
« Arlzona, recorded in Book 17 of Maps, Page 32. o

PARCEL 2t

That portion of the Southwest quarter of said Section 14,
Township 5 South, Range 4 East of Gila and Salt River Base and
Meridlan, Pinal County, Arizona, descrlbed as follows:

»BEGINNING ‘at - the Southwest corner of sald 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.

EABQEL_Q'

That portion of the Northwest quarter of Section 23, Township 5

South, Range 4 East of the Gila and Salt River Base and Meridian,

Pinal County, Arizona, demrﬂe&ts%oﬂews

COMMENCING at the Northwest corner of sa:Ld SectJ.on 23 Thence
Southerly along the West line of said Section 23, 169.2° feet to a
point on the 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 1line of 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; Thence Northerly
along said Westerly line 25 feet to a point being the most
Westerly corner of said Lot Forty-one (41); Thence North 24° 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 Southwesterly 38.94 feet along said curve
through a central angle of 89° 15’ to a point on the Easterly
rlght-of—way line of Anderson Road as set forth on the plat of
salid SADDLEBACK FARMS; Thence Southerly, along said Easterly
right-of-way line, 105.84 feet to the POINT OF BEGINNING.




EXHIBIT “A”

Legal Description |

The East 112.50 feet of the South 60 feet of said Lot 87, of SANTA ROSA RANCHOS UNIT
ONE AMENDED, according to Book 16 of Maps, Page 34, records of Pinal County, Arizona;
EXCEPT all the coal, - giéasf, oil and other mineral deposits as reserved in Patent from United
States of America. Pl '

25




City of Casa Grande
Mohawk and Anderson Wi

05—

Inventory as provided by Bill Little

Fluid Solutions

ter Companies

Miscellaneous
Unit Summary
Year ‘Height  |Quantity
installed jDescription (f) (i)
Mohawk Water Company
1972|Chainlink Fen 6 400
1972 6 20
1989{Chainlink Fen 6 245
1989 . 6 24
Anderson Water Company
1981{Chainlink Fenge 6 250
1981 6 24




Fluid Solutions L
City of Casa Grande 9/20/2001
Mohawk and Anderson Water Companies L .
Inventory as provided by Bill Litle

Wells
Unit Summary
Cased Equipped
Year Motor |Year Pump Diameter : Capacity Horsepower
Year Drilled |Replaced |Replaced Welt Name, No. Meets SDWA  |(inches) . |Depth (feet) |(gpm) 93
Mohawk Water Company , ‘ . .
1952 1999 1999]|Well #1- 55-620620 No 16 704 150] - 25
1954 . Well #2 - not connected ~ |No 20/16/12 , 505
1950 2001 2001|P.F. Well West 55-608903 |Yes . 16 705 85 20
1950 5 ) P.F. Well East 55-608904 |Yes - - , 20 620 ,
Anderson Water Company . - _ i _
1081 - - 2000] ~ 2000]Well - 55-087174 _ INo - | 12} 755 90} 15
Well Notes:

55-620620 1985 Mohawk Water Oo.. high NO4, perforation at 193-143 it

55-087174  High NO4, Perforated below 120 ft, cascading water in-video, 1955 domestic well with 100 gpm,
: 1985 Anderson Water Co. 90 gpm, high.DBCP once

55-608904 6" pipe at 345 ft stopped video camera.

55-608903 533 ft deep on video, break in omm_sm needs repair, tested in 1999.

55-608902 domestic well

55-087174 Replacement well drilled in 1981




. City of Casa Grande
. Mohawk and Anderson Water Companies

Inventory as provided by Bill Little

Fluid Solutions
, 9/20/2001

Booster Pumps

Unit Summary
v Discharge Rated
{Year . |Line Size 460V Capacity
|installed {Configuration {(in.) Load (hp) {{(gpm)
|Mohawk Water Company L
1972]Duplex | 2} 7.5| 150
7.5
1972 Booster 15
Anderson Water Company
1981 |duplex | 2 5 90
7.5




Fluid Solutions

City of Casa Grande 9/20/2001
Mohawk and Anderson Water Companies .
. Inventory as provided by Bill Litlle . . - ‘ )

Transmission and Distribution Mains

Unit Summary .
Steel PVC AC . jDiP
Diameter (inches) ) Diameter (inches), Class : Diameter (in. Diameter (in.) __|Total Pipe
Year . ' ,
Installed |2” Steel 14" Steel 10" Steel 12" Steel 4" PVC, 150 (6" _u<0. 150 6" PVC, C900j8" PVC, 150 |8" PVC, C800{6" AC 8" AC 8" DIP}16" DIP _[(ft/yr)
- [Mohawk Water Company . .
41972 75 10 . ) 12696 : 4537 17318
. 1975 40 10855 12923 \ ; 23818
g 1989 5 40 30 311 386
‘|Anderson Water Company
1981] 10] I I ] . 300] ] I I 11114] 6210] I [ 17634
Connection ] :
2000] ] ] ! 1 1 ] 15984] ] 624] I [ 154] 270] 17032
Totals 130 .10 40 30 10855 25919 15984 4848 624 11114 6210 154 270 76188
" Total Linear Feet (PVC, CI 150) 41622 v ) S
Total Linear Feet (PVG, Cl 200} 16608 . : : i ’
Total Linear Feet (Steel) 210
Total Linear Feet (DIP) 424
Total Linear Feet (AC) 17324
Total Linear Feet . 76188

Total Linear Miles : 14.4




Fluid Solutions

Qz of Casa m_,msnm : .
Mohawk and Anderson Water Companies
inventory as provided by Bill Little

Gate Valves and Flush Valves
Unit Summary

9/20/2001

Air Relief

Gate Valves

Butterfly

_ Resilient Seat

|Valve

Diameter

Flush
Valve and
Box

Valve and
Box

Diameter (inches)

Year
Installed 2" 6" 8" 10"

12"

4

m-.

N—- ,

\m-

Mohawk Water Company

1972 _ 8 20 5

1975

14

17

1989 ‘ 2

~ i BN

J|Anderson Water Company

1981) ] | |

Connection _
2000] [ 9] 4]

i

|

[UnitCost | 160] 450]  750]

00]

800[

125]

150]




Fluid Solutions

City of Casa Grande : | 9/20/2001
Mohawk and Anderson Water Companies I
Inventory as provided by Bill Little

Services
- Unit Summary.

: . Services

Year Service - : Diameter

Installed |Type 3/4" 5/8" . 1" 11/2" 1" Single {2" Single 14" Comm |Total

Mohawk Water Company A .
1972|polyethylene 112 10 12 8 10 162
1975|polyethylene. . S \ S

1989{PVC

Anderson Water Company - .

1981|polyethylene | - 80| | - | | 3] [ - 83

Totals 192 10 12 8 0 13 o1 236




-

City of Casa Grande
Mohawk and Anderson Water Companies
Inventory as provided by Bill Little

Meters

Unit Summary

Fluid Solutions

98/20/2001

Year .
Installed

Meters

Diameter (inches

Dual
Check Valves

5/8" x 3/4" |

RS

M_-

L.-

w-c.

Mohawk Water Company

g 11

1972

10

112

12

10

1975

1989

Anderson Water Company

1981]

80|

3]

- Totals

90




City of Casa Grande
Mohawk and Anderson Water Companies
Invoentory as provided by Bill Little

Hydrants
Unit Summary

Hydrants
Year Diameter (in.) {Annual
Installed 6|Total

Mohawk Water Company

1972 0 0

1975

1989 : .

Anderson Water Compan i

1981] I |

Totals 0




Fluid Solutions

City of Casa Grande
Mohawk and Anderson Water Companies
Inventory as provided by Bil Little

Tanks
Unit Summary

2 : ~ |Year Capacity
‘ - Installed | Description Quantity _|(gallons)
e . . Mohawk Water Company

. ~1972|Storage Tank
1972|Pressure senspr
1972|Pneumatic Tank
1972|Air Compressar _
1975{Storage Tank |
1989|Storage Tank '
1989|Pressure sensor
Anderson Water Compan
1981|Storage Tank
1981|Pressure sensor
1981|Pneumatic Tank
1981]|Air Compressor

32000|

1

5000}

JICY JIEY I PN

2

35000
225000

- ] -t

30000

5000

NP P
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OFFICIAL RECORDS OF
*. PINAL COUNTY RECORDER

LAURA DEAN-LYTLE

Recorded at the request of: Scott W Ries

DATE: @#8/26/91 TIME: 1424 §

FEE ¢ 1b Bﬂ
, PAGES:
After recording mail to: ‘ FEE NO: 2%1 pL3IBE2
Scott W Ries
Saddleback Industrial Park -

801 North Federal Street, Suite 1052
Chandlex, Arizona USA 85226

" EASEMENT

That Scott w Rxes and Mary S Rms, ownets of the followmg dcscribed property in Pmal County

| Arizona:

“The North half of the South half of the Northeast Quarter of the Southeast Quarter of Section 14,

Township S South, R.ange 4 East of the lea and the Salt Rwer Base and Meridian, Pinal County,
Anzona.

Do hereby Grant unto all PRESENT AND FUTURE OWNERS of:

""" The Noith balf of the South half of the Northeast Quarter of the Southesst Quarter of Section 14, - -~ )

Township 5 South, Range 4 East of the Gila and the Salt River Base and Mcndmn, Pinal County,
A.uzona. } _ _

An Easement for ingress, egress and utilities over the fol!owmg portions ﬂmeof:
The North 30 feet and the South 30 feet thereof

It s the intention of the parties herein that the easements described herein shall not be
extinguished by merger with the greater estate and shall survive future conveyances, and shall be
for the use and beneﬁt of said present and future property owners as described above,

Dated: September 25,2001




ALL PURPOSE NOTARY CERTIFICATE

~ STATE OF ARIZONA

: ). ss.
- County Of_MAEIQ_QEA_

y 7; —@/ before the undcrsigned Notary Pubhc
| personally appeared §f’7 ?"M /(/ s A’J:W/ S , personally known to me

s proved to me on the basxs of satlsfactnry ev1denc=) to be the person(s) whose name(s) is/are
subscnbed to the withm instrument and acknowledged to me that he/she/they executed the same in
his/her/their authorized capacity(ies), and that by his/her/their ugnamre(s) on the instrument the
person(s) or the entity upoh behalf of which the person(s) acted, executed the instrument.

WITNESS my hand ahd official seal.

omnu
- BRUGE GUIN
NOTARY PUBLIC-ARIZONA - §
MMIDOPACOUNTY :
Garow, £ ‘.

THIS NOTARY. CERTIFICATE IS TO BE ATTACHED TO: (Type of Document)
A I . DATED

_ BY AND BETWEEN

AND | . 2

CONSISTING OF /7 PAGES AND WAS EXECUTED IN CONJUNCTION WITH FIRST
" AMERICAN TITLE ESCROW NO. S "

FAT-AZ ACK-CERT (Rev. 1/20/2000} -
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XNOW ALL MEN BY THESE PRESENTS:

THAT CECIL J. CROUCH, SR., as Conservator of the Eatate of
LULY JANE CROUCH, ‘and CECIL J. CROUCH, SR., as Executor. of tha Bs-
tatas of William J. Crouch, Dece.;sed, as GRANTORS, in consideration
of the covenants and conditiona’ to be kept and performed by the

~mu, and in further conslderation of ‘tha sum of One Dollar
($1.00), o hereby grant unto MOHAWK WATER COMPANY, an Arizona cox-
poratién, I public ntiutf, a .pe.:p.atual -:i.ght and e;smnt for the
purpose of constructing and uintaininq utility services, and for
the pix:poaes of inatalling, repairing, wmaintaining, altering, and
otherwlaé sexvicing utilities, with the term "utilities" intended to
ancompass and: 1n§1uda all uses and purposes as are commonly includ-
ed within the texm in the area of Pinal County, State of Arizona;
said Utility Easemont shall be located upon and acrosa a certailn par-

cel of land situated in Pinal County, Arizona, and is described as
follows, to-wit: AR

Said easement shall ba located in the West
Half of the Bast Half of Section 14, T.58., R.4E, GaSRB&M,
Pinal County, Arizona, shall be 15° in width and shall rua
in a Noxth-Sauth direction from the South boundary line of
said section parallel to the East and Nest boundary linea

of sald section, and the sasement is more particularly de-
scribed as follows: :

. Beginning at a point which is the S8E/Courner
of said Section; thance West along the South boundary line
of said section 1,335 £t. to a point which shall be the
true point of beginnings? thence North along a line parallel’

. to the EBast and West boundary lines of said section approx-
imately a mile to a point on the North boundary line of
said section; thence West 13' to a point on sald North
boundary iline of said section; thence South along a line
parallel to the East and West boundary lines of sald sec-
tion approximately one mile to a point en the South bound-.
ary line of said section, and thence Bast 15’ to a golm:
which is the point of beginning, which description is in- -
tended to deacribe a strip of land approximataly one mile
in length Noxth and South and 15' wide. -

TQ HAVE AND TO HOLD the same foraver, provided that Grantee com-
plies with the following conditions, to-wit:

1) That if at any time said use be complately
abandoned by the Grantee, said land shall revert to the Grantor, or

the successors in interest of the Grantor, and all rights exiéting by




xS
£

m 78;3 neeoll
-2

Utility Easement

virtue of thisz inatrument shall be extinguished.

All provisions herein shall be binding upon the heir
essors and asaigns of the parties hereto. :

WITNESS oux band tnis_|€ day of April, 197s.

8, SUCC=

CECIL J. CROUCH; SR., as Conservator
of tha Estate of LULU JANE CROUCH

BY! Q(;Ll -y, m..;J; &,
A ¥

CECIL J. CROUCH, 5R., as Executor of .
the Estate of WILLIAM J. CROUCH, DECEASED

o iy Cannne, B

STATE OF ARIZONA ).

BY1 T
e COUNTY OF PINAL

This instrument was duly acknowledged before me this | 2 day
of April, 1975, by Cecil J. Crouch, Sr., as Conservator of Ethe Pa-
tats of Lulu Jane Crouch, and Cecil J. Crouch, Sr., as Executor of
the Estata of William J. Crouch, Deceased. :

For tha purpose and consideration therein contained.

.My commiagion expires:

LR B B B BN 2R BN R BE ]

KNOW ALL MEN BY THESE PRESENTS:

That the'nngersigned. each having a recorded encumbrance againat
the ahove described real property, consent to tha granting of said
easement for the purposes therein contalned.

.DM'ED this !j”’- day aof April, 1975.

CASA GRANDE COTTON FPINANCE COMPANY,
an A:lzong corxporation .

NAL BANK OF ARIZONA,
g stitution
. A /2, I'el

RELIANCE INSURANCE COMPANY,
a Pennsylvania corporation
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STATE OF ARIZONA, COUNTY OF PINAL - (88) .
I REaX3Y CZRTIFY THAT %43 WITHIN INSTIUMINT WAS FILED FOX REZCORD IN
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SPECIAL

'WARRANTY DEED

For the consideration of Ten Dollars, and othee valuable considersticas, the uidenignsd WESTERN TITLE
AGENCY, INC., a1 Asizons corporation, 33 Trustes, the Guntet hagsin, does hereby convey to
.HTDCO, a general partnarship .

the Crantas, the following real WW situnted in cm.mty. Arizona:

The Southeast quarter of the Noxtheast Quartar. of Section Fourteen (14), Township
rive (5) South, Rangs Four (4) East of tha Gila and Salt: River Base and Meridian,

pinal

Pinal County, Arizona,

0

Subject to a non-eie!.u-&ve e
West 30 faet. :

M1 TIERRA DEVELOPMENT COMPANY
906 N. Picacho Drive
Casa Granda, Arizona 85222

t for ing + egress anc‘l utilities over tha

PURSUANT TO ARS 33-401, THE BENEFICIARIES AND THEIR ADDRESSES ARF POLLOWS:

U.S. WESTERN LAND CO.
5743 East Thomas Road, Ste. 5 .
Scottadale, Arizona 85251 S

T41S DEED 1S SUBJECT TO TERMS AND CONDITIONS OF WESTERN TITLS AGENCY TRUST 205 and
PARTICULARYLY AS TO THE RELEASE PROVISICMS.

BJECT TO: Cument ta d oth essm reservations ln patents and all ensements, rights of way, encume
?,J.u... 1133. mmn:lu.x::nd.ﬁio:s. ‘r'es.t:{cuonn? miaaﬁ%rr:: lnd'lhbi ities as may appesr of record. '

And the Crantor horeby binds itself and its successors to ‘warrant and defend the title a8 agalnat all acts of the
Grantor hereln and no other, subject 1o the watters above set forth, ; . :

IN WITNESS WHEREQF, ssid Corporaticn has caused these presenta to be signed by its duly authorized officer,

Dated___ Soptambar 11, 1982 uz%-rsnn-nnz AGENCY, INC
a8 Trustes
L4
STATE OF ARIZONA V..
‘ 1]

County of Maricopa
getobazr 14, 1982

On + defore me, the undeciiz $%§“1;, ;31".’"_“ in and jor said County
L FOHN. L SABMERZS j.':’gf-‘Et AR

and Siata, dersonally PP EB ccimasmmmusisosrmmaitieis 4 ;

Anown Io.::lo Be ihe JMUST QEEXGER (S P i&m b execuled be witdia

Insirement, and al3o Anoww Is me jo 3¢ 1be prson wio executed it on be itf’-”'«”’"'@’?’,{’! and acknowledged 1o =t
3 RS P Sy . -:':5.-...‘ R

%?'-.ﬁx -

X



- **»  CEATIFICATEZ OF RECORD u;'a* N
T
b 4 Z WITHIN INSTRUMENT WAS FILED . :
} : ? : 3 POR RICOR
! ; ; TRAL COUNTY, STATE OF ARIZOMA., WITNE3S MY HAND AND- OFFICIAL sgmfl.'
no . '
0: 717120 TINE: 1345 190CT82 PAGE3: 002 FEX 3008.00
:m.n\x 8. TRUMAN ,/j W
IlAL COUNTY ‘RCOlnx‘. B'i ssasPraeinsefesiey on.....o--o--.o.DE?UTY
. . . ”, - :
. SR : D Tl 7120
NECORDING REQUESTED BY STATE OF ARIZONA . | Fae o,
COUNTY OF Y% Udereby conly .
that the within saatrument wan filnd sl eenrded e, J
Y SR EET T
r AND Wnin RECOARBRD maty 10 " W“m l.m. o " " “
toan HOWARD E. PARKS & JUDITH J. Pm;l_(} at the requent ol : T
agsncae 3815 East Elm . Phatostated
LA Phoonlx_, Aﬁrizona 83018 . . Withean my hand and official weal,
mare . . . Feoe:
| . . . _.‘ County Recorder .
L . Hy - ) B
Order No. 4=229.49) o : , Doputy Recorder :
; : ’ . - SPACE ABOVE THISLINE FOR RE 'S use : o
| ' - ML YA STATEMENTS YO ’ ’
i waud HOWARD E. PARKS & JUDITH J. Anul RS S o 8 TusSrace ’
s 3815 East Elm .
Phoenix, hrizona 85018
QEURBS_'_!? RBCORDING - .
r " SPECIAL \ ,
JOINT TENANCY DEED e e
ot the CORHGITETION Ut TanOoiars; snd other wlusbis.conuderution, WESTERN TITLE AGENCY, INC. ,an Adzonecrraote.
tion, ss Trustoe, dous hereby convey 10 T T g
- HOWARD E. rms and JUDLTH J. FARKS, husband and wife
not as in and not s Y P . estate, but as 1ging tenanty with right of susvi “: the following 4 i ntbed
property situated in the Couaty ol Py "@L « Siate of Anzona.
AS PER EXHIBIT “A" ATTACHE HERETO AND MADE A PART HEREOF!:
pun.;um TO ARS 33~401, THE BENEFICIARIES AND 'IHBTR ADDRESSES ABB AS FOLLOWS:
MI T DEVELOPMENT COMPANY « WESTERN LAND
906 )l. ncacho Dzive o 5743 ‘gast Thomas, suiea 5
Casa Granda, Arizona 85222 Scottadale, Arizona 85251
SUBJECT TO: Current taxes and odier asse i inp snd all rights of way, mcunhnaeu. liens,
covenants, conditions, restrictions, obligations and lhbsﬂnrs ss may appess of secord.
And the Grantoe hereby binds rsell aad ita succeasors to wagant and defead the tidde a8 aguinst all aces of the Grantor herain
snd no other, subjest to she matters above set forth,
IN WM 1NESS WHEREOF, ssid Carporstion has caused these pre to be signed by hl duly suthon zed offfcer. ’ :
i
DATED July 13, 1982
——
The geantees by signing thc p below evid their 0 acquite ssid premises as ioine with the right of
suevivorahip, and not as petty at A8 < in :
7413 DEED IS SUBJECT TO TERMS AND CONDITX
OF WESTERN TITLE AGENCY TRUST 205 and
— PARTICULARLY AS TO THE RELEASE PROVISIONS.
‘ 0/'- GRAMTLLS p
| stATe oF AniZONA }". .
l County of Maticups ‘, ‘. Lo ..03 "
o~y 4; k
’ On ._gﬂhﬂ\\xh X %A < mnn oesc Bofare sem, the undersigned, @ Nolery Pvﬁl& in u} )dd County by
and Staty, persanaily sppeare. \_\ AL
Anaun ia me 18 be the et NI AT YA X - ol the nmnuo- olm hl’whhmh % s tsument, -
and divo hnuus 1o me fo be the perion. who exvenied 3 on dehall ol such dad l‘\- M ueb covpnmﬁu :
sunwcuivd the samr. ' ;
oion Lapies Maeeh 10, 1,3
Ny rammis viow exp My Comms.210f LA ’ e s e vt e Notary Public
4 NOVvaRY ’MI:::':: 'l"";=='°..‘::':ﬂ\l“;' AND SYATR
STATE OF 'UZ" C"- '\ b .
CGounty of P"\ ‘
I"'\‘.
On T?‘ZJ !"FE ﬁ% 1982 _bejere me, the undersigued, @ Notary Public m and Jor savd County
and Siaie, p-vw#ly q)- ‘;_,,Jmud_n._mzxﬂ_mé_\ludi:h J. DParks
Axoun lo me 10 8 lh,}nruﬁ__ra—whu nameSa. . subscribed 10 the within 1ns and achnowledged 1h-l.Iﬂ:l:—.
onotuivd the a‘\. fa b 55
LR, N C_:_. e 7 N :
x My commission npnu.__g___ L___Kﬁ.__. N :_LJA;\((.L,) A ‘Lk( =




EXHIBIT “A"

The West Half (W4) of the Northeast quarter (NE%) of Section Fourteen
(14}, Township Five (5) South, Range Four (4) East of the Gila and
salt River Base and Meridian, Pinal County, Arizena.

Together with an easement for ingress, egress and utilities over the
South 30 teet of the North Half and the lLorth 30 faet.of the South

Half . . ‘ - A i




#*%. CERTIFICAZZ OF RECOADING W+

BTATE OF ARIZONA, COUNTY OF PINAL (33).

I BEAEDY CIRTIFY THAT THX WITHIN INSTRUMZNT WAS FILED FOR REC
2D
PINAL COUNTY, BTATR OF ARIZ0BA. WITHESS MY RAND AND OPIICIALOSSMI}:

No: 717122 TINR: 1343 190C182 !AGES; gag

WILLIAN 8, TROUMAN
PIXAL COUNTY RXCORDER, BY weusrefs.

FEE $008.00

veeeees JDRPUTY

1712

Q7 e
ALCORDING RLAUCITED &Y l‘tM‘: OF ARIZONA

COUNTY or.._._._.._._.} " Uneeby conity
Dhat the within Instrument was filed and recorded cammms

1420 ? 4
r— ’Az,n;u.ﬂtln AREONDRD Mail, TS n DOCKB‘!" tJJd

ALEXANDER M. & MARTE 8. TOTH ot the requent of.
Assneés 9412 E. Angus Drive
‘g e sqggg..uz., Arizona 85281 - .| Witneas my hand and official seal.
1 . N »,
. Cousty
. - By
srder No. 4-729,494 Deputy Reaord

SPACE ABOVE THIS LINK '_'Ol NECONORR'E USE st

Fre Neo

Pun
[ 1]

: B ; . MAIL, TAN STATRMENTS YO o
nwmozn M. 5 MARIZ S, TOTH Amxl.n.s. i This Spacs
assaess 8412 E, Ancus Drive
Lalitd Smtudn!.a. Az, 85251

SPECIAL
WARRANTY DEED

For the euuidlmlon of Ton MQMWWWM;?ERN, TITLE
| ; ‘ : . AGENCY, INC., sn Asizons corperation, 3 Trustes, the Grantor herein, doss herely conwy to

ALEXANDER M. TOTH and MARIE S. TOTH, husband and Hl.io.. i
the Craniss, the following reul property situated in Rinal =i County, Ad

The Northeast quartar of the Northeast quarter of Saction Pourtsen {14) , Township

Five {5) South, Range Four (4) Bast of the Gila and Salt luvu- Base and Meridian,
Pinal County, Arizona.

.

Subjact to § non~exclusive fox ing and ntl!.!.ti.u aver tha
South 30 feat of the West 30 fmet, -

Subject to texms and conditions of Westexn Title Agency Trust No. 208 and
particularly as to the relsase previsions.

-PURSUANT TO ARS 31-401, THE BENEPICIARIES AND THEIR ADDRESSES ARE AS FOLLOWS:
MX TIERRA DEVELOPMENT COMPANY U, 8. WESTERN LAND CO.

906 8. Plcacho Drive 5743 E, Thomac Rd. Suite §
Casa Grande, Arizona 85222 Scottsdalas, Arizona 85251

BJ&‘P Current tions In patents and all essements, rights of way, encum-
- 'm: “‘u::nd.i‘:go:l“: :-ﬁ':&'ﬁf":ﬂhﬁhﬁ.‘ and lhhl iiies a8 muy sppekr of records

th tor hereby binds ltself and its auccsssors to warrant and defend the tie ss sgainat all acte of the
Guablmh u?;: other, subject to the matters above set forth, -

N NITNESS SHEREOF, sald Corporation han caused there pnneau 10 be aigned by its duly suthorized alficer.
..September 13, 1902 ey 1TLE AGENCY, INC
Datad 'g%mau k2% ¢ )

STATE OF ARIZONA

County of Maricops ol

on /) YTV I AR A o defora me, the undersigned, & Nolery Pablic, in and jor 38id County

and State, personaily appearsd. John J. Rarmelich ol

of the w)dqm Jf-&pirnmlm within
16 me 18 be 38 e TEASELQLEAGRE, [ [
‘I::.I‘;n:::.‘ and al1o Anows Io we 10 5¢ ibe person wds exccuted 1t on debalf .I u :rluwldpd o me
1hat snch corporation executed the 2omss

'/ @ 4 i cr § -
b 3
n’ Commizaion Expires nm.lré.’...m.\#«mu‘!nmfmmm o—-"all‘uc m..u.u...-- % > 5"17" e

D ey @... '?Oa-my Pubdlic

Hyuete 0
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ROy »‘,'r.j».-" E A

eaw CIRTLTICATS . OT g3CORDIIG . WI? .
o7 3312034, COUUTY oy PIML_(88)

1 i12237 €337171 TAAR a3 91T31Y 1i3TaUAIAT A3 PILID goa 23C02D 13

oF A2130MA. ¥172233 MY RAUD ASD orIICIAL B2AL.

1ML couITY, g87AT2
k.2 717901 12 0300 29_00‘!‘31 o PAGES? 002 g3 8007 00
AT R it |
By - 74_:_ S
' ‘ 717901

' }:fsti OF ARIZONA | °* o . |
» " County of Masicops ‘ ». 1 nersby centify that the within m\n@ wat flied “‘ recotded _—
_ . - in DOCRET 1‘37-\90 and jndensa In deeds.

" at the requast of ' e
When recarded. mail 1o apere my hand ad offcial peal-
WESTEIN TITLL »-INCe . County Recorde? | cnpoared
4041 N, Contral Ave-: Ste. B-145 By Protostated
Phoenix, Arizonz : Qs Fou!
____@_._71-'-129',517 [T : Deputy Recordef
- Tharranty Beed
rummﬂmamnmmmmhmmmww‘
MT TIZRRA DEVEIQPMENT COMPANY, sn Arizend corporation ‘
does hareby convey to . . . ‘
| ymoTzR TR AGENCY, INC.s aS AEAZE corporation, Trastes. according to Trust WO 210 ..
the following deseribed property situated in Maﬂc@pt Co\):;ty. Arizona:
S PER EXHIBIT "A" mamnuzmmmms A PART HERECF:
THE nnm'!muns D THEIR ADDRESSES ARE A8 FOLIONS
COMRPANY (htlnnoﬂ.c:\.azy)

PURSUANT 1O 2RS 33-40%,

U. Se WESTESN LAND 0. (2nd peneficlary) Mt TIZDRA
5743 E. gults S 906 N. picacho prive
geottadal Casa fsx:uv.h. Axizona 85222 X

1982 ®i Tiexza Deval

h! Yy 1%

nx-mwmwuwM%
of.
5’:2" Cz.—r‘u - ( Ducd" f a




The Southwest quarter of Secction Fourteen (14), Township Flve Scuth (5)
Range Four Bast (4), of the Gila and Salt River Bas and Meridian, pinal
County, Ariszona. :

EXCZPTING apd raserving, howevar, to the United States all the coal and
other ninerals in the lands so entered and Patented togather with the
right t0 prospect for, mine, and remaova same pursuant to the provisions
and limitations of the Act of December 29, 151G (39 Stat, 862) as set

forth in the Patents recorded in Bock 49, page 277 and Book 49, page
97 of Deeds, .

SUBJECT 70 AN EASEMENT OVERT The North-30 feot for-utilities; 4ngress— -
L . . .. .and egress. And., . Y et e b Ly L aame
: The South 30 foot of the North half and
the North 30 fcet of the South half for
ingreas, egress and Utilities. aAna .
The West 30 foot of the Bast half and the
East 30 foet of the West half for Utilities.

E T

EXCEPT that portion of the Southwest quarter of said Section 14, Township
5 South, Range 4 East described as follows:

BEGINMING at the Southwest corner of maid Section 14 thence Roxth 454 faet;
thence East 50 fest to the true point of beginning; thence Noxth 50 feet;
thencs East 50 feet; thence South 50 feet; thaenca Weat 50 faet to the

txue point of beginning. For well aite purpoaes.
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Exhibit 1 - Property (Personal Property)

Parts and equipment in the Mobile Mini storage box which has been specifically expensed to the
Companies, and/or by size, function, etc, make them exclusively the property of the Companies.




Exhibit 1 - Contracts
List:.

. WIFA Loan (see Exhibit 3) ,_
Water Service Agreement with Richard Bunger (see Exhibit 3)




WATER SERVICE AGREEMENT

Mchawk Water Company (MWC) hereby agrees to provide water service to Richard E.
Bunger, dba MOBILE MINI STORAGE SYSTEMS (MMSS) for its manufacturing facility

located in the Southeastern

corner of Section 15 Township 5 South, Range 4 Bast,

Gila and Salt River Meridian, Pinal County, Arizona. This Water Service Agree-
ment shall be conditional on tha follewing terms: :

1. Mobile Mini stérage Systems will cause to be installed at its sole cost a

8" PVC water main extension from the vicinity of the MWC pumping discharge
located in trading Post Road westerly to the Southeast corner of MMSS property
and terminate in an 8" gate valve. MMSS will simultaniously install a 3" sexvice
meter on this main extension and dedicate the main extension and meter to MuC

effective with the date MWS begins service the MMSS,

H

' 2. Where required and applicable MMSS to obtain or define easements necessary
to provide MWS with access to its water mains and meters, ‘

3. MMS8S to secure any required building permits at its sole cost and effort,
and shall install its system according to the standard required by the Pinal
County plumbing code in effect at time of issuance of the plumbing permit. )
And obtain all necessary approvals and permits from ADEQ technicalreview sec-

tion.

4., MWC will read its meter monthly and bill MMSS for water used by MMSS at the
same rate and terms that it charges its other water customers according to
the Arizona Corpocation Commission approved rates and regulations then in
effect, but for the first 10 years of operation of said water main extension

MWC shall provide & 10%

equal to 10% of the total construction cost annually.

,__j._MC—wil}. be yesponsible

discount against water salaes not to exceed an amount

[ —

for maintenance Mair of its meter and all

preceeding systems at no charge to MMSS,

) '.l‘liis WATER SERVICE AGREEMENT shall be considered to be a continuing aggreement,
© and may be cancelled only by the written consent of both parties to this
agreement, This WATER SERVICE AGREEMENT shall be assignable to any guccessors in

interest, heirs or assigns of the parties to this agreement.

ACCEPTED AND AGREED:

MOHAWK WATER COMPANY

MOBILE MINI STORAGE SYSTEMS
5202 East Washington Street

BY: aJAmes w. C T frsit er

>
pufE: s‘/i 3'/ 59

- STATE OF ARIZONA

County of 8-

My. commission will expire

This instrument was acknowledged before me this

day of ‘ﬂ;é/ / M by the grantors
fof:;: ﬁ. dgg&‘s TOmgy WA Lrrue

SEAL
< CHRISTINE E, SMITH
: j Notary Public — State of Arizona
RN MARICOPA COUNTY
=" My Comm. Expices June 12, 1980




Exhibit 2 - Excluded Assets

Mobile Mini storage box located on/or near the Mohawk Water Company well site. |

All equipments and parts not specifically listed in Exhibit 1 - Personal Pi'operty- and located in
the Mobile Mini storage box on the Mohawk site are Excluded Assets

~ All Personal Property not listed in Exhibit 1 are excluded.




Exhibit 3 - Assumed Liabilities

- WIFA loan

Customer DepoSits Purchaser will assume the obligation to return customer deposits of the
companies based on the customers’ fulfillment of the terms and conditions of the deposit
agreements between the Companies and the customers.




LOAN AGREEMENT BY AND BETWEEN

WATER INFRASTRUCTURE FINANCE
AUTHORITY OF ARIZONA

AND

ANDERSON BROTHERS WATER COMPANY

Dated May 1, 1999




LENDER APPROVAL OF INSTRUMENTS AND PARTIES

SECTION21.  LENDER APPROVAL OF INSTRUMENTS AND PARTIES ...........\...... 20
SECTION22.  LENDER DETERMINATION OF FACTS .........ccovuennnn, 20
SECTION23.  INCORPORATION OF 'PREAMBLE, RECITALS AND STATEMENT OF TERMS

I S RN S U B S S T SRR E ..20
SECTION24.  DISCLAIMER BY LENDER ........... v. AT R 20
SECTION25.  SEVERABILITY ............ SR AT ity 2
SECTION26.  CHOICE OF LAW ANDJURISDIC’IION i, el ernen21
SECTION27. " CAPTIONS ... u'eesleeeeeseeeensses i, .......... 21
SECTION28. -~ WAIVER OF JURY TRIAL . ....uuviteeeeniieeeeeneeeiinineeeeeenennnns 21
SECTION 29. TIMEOFTHEESSENCE ......... 21
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SECTION 34,  WAIVER OF STATUTE OF LIMITATIONS . ........ U S 22
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SECTION36.  HEADINGS AND REFERENCES ... e e, e eis 2
SECTION37.  COUNTERPART EXECUTION ....... s .22
SECTION38.  ARBITRATION .. .vvnvveeesssosseeseeessenes e e e, 23
SECTION 39.. . NOTICE REGARDING ARS. §38-511 ... vnevreenennnnnnnaneniannns, 23
SECTION 40, SIGNS .+t tettneennaernnneeetnaeenteeeeineeeneeaeeeneraneennns 23
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WATER INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA
LOAN AGREEMENT :
(Non-governmental Water System)

DATE: May 1, 1999
PARTIES: Borrower: ' ANDERSON BROTHERS WATER COMPANY an Anzona‘
g ‘ corporation
Borrower » 498 East 4th Street
- Mailing ." Casa Grande, Arizona 85222
Address: S Attention: James W. Little
Borrower A 498 East 4th Street
" Business Office Casa Grande, Arizona 85222
Street Address:
Lender: WATER INFRASTRUCTURE FINANCE AUTHORITY OF
' ' ARIZONA
Lender - 202 E Earil?);/e Suite 480 7

Address: - Phoenix, Arizona 85012
' Attention: Executive Director

" THIS LOAN AGREEMENT (as it may be amended or supplemented from 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 of
the conditions set forth in this Agreement, Lender agrees to make a loan (the “Loan”) 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 from that well transporfed 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 facility, 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.

pCRA




()  Combined Interest and Fee Rate: 5.43%

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

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

® Debt Service Reserve Fund: Required in the total amount of $7,604.04 by
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 ad_]ustment see Section 6.

(@ Replacement Reserve Fund: Requlred monthly deposxts 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 financial 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 Lo i Annual Financial Statements from Borrower' Annual financial statements
are due within one-hundred and eighty (180) 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 treasurér. See Clause (i) of Subsection (i) of
Section 10.

(@ = Fiscal Year of Borrower: From January 1 to December 31 of each year.

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

)] 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 600-642-0011_maintained with The Bank of Casa Grande Valley.

. 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 (“Advances™) in an




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 from time to time (the “Note”). 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 revolvmg loan, and amounts repa1d 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: ~

(@)  Lender Has received a draw"recjuest from 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
ytT

(b)  Except as hereinafter provided, disbursements shall be made only upon
certification of an authorized officer of Lender that such 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
entities entitled 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.

, © 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 Note shall be paid by “automatic debit” from
the Borrower Deposit Account. ,

® Loan Repayment Schedule. Borrower shall pay to Lender the
amounts 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
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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, (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 amounts and
shall enter the results in the Loan repayment schedule and furnish the revised schedule to Borrower.

(i)  Prepayment. Borrower may prepay the Loan, in whole; or in part in
increments of pnnc1pa1 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 final pnnclpal
repayment date and the final mterest repayment date shall be affected thereby.

_ (i)  Application of Payments. Absent 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
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 and/or 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 from 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, payable on demand.

(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 included and the date each such Advance
is repald shall be excluded.

.(vi) Paymenton Matunty Date. On the final Principal Repayment Date,
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) 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 fetained 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. The Loan shall be secured by the

Continuing Security Agreement of even date herewith executed by Borrower for the benefit of

Lender (the “Continuing Security Agreement”) granting Lender a security interest in the 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 Agreement”) 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 other 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 otherwme relating to the Loan are referred to as
the “I gg D ]!!ﬂ! ES”

SECTION 6. DEBT SERVICE RESERVE FUND

(@)  The deposits required pursuant to Subsection (f) of Section 1 of this
Agreement shall be automatically debited from the Borrower Deposit Account along w1th
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 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 amount of the debt service reserve requn'ement (the “Debt

; Service Reserve Requirement”) for the Loan: —Initiatly, the-amount of the Debt Ser vice 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 will be
adjusted to reflect any adJus’(ment of the Loan repayment schedule

() Forsolongasthe Loanis outstandlng, ifon 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, 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 becqme 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.

(©) 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 administering the Debt Service Reserve Fund.




(d)  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 (¢) of Section
6) (the “Net Earnings™). Net Earnings shall be applied not less than quarterly as a prepayment of

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

v . (¢)  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.

SEC’_I‘ION 7. REPLACEMENT RESERVE FUND.

(a) Borrower shall estabhsh a separate account to sectire payment to Lender of
Loan repayments payable under 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 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

() Forso long as the Loan is outstandmg, 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 Event of Default™), has occurred and is continuing, Borrower from
time to time may withdraw moneys from 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, 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 property 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 depreclable and/or (1v) to make payments to Lender on the

Loan,

(¢©)  Forso 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 thé 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 audxt the records of the Borrower insofar as they
pertam to the Replacement Reserve Fund.

SECTION 8. CONDITIONS PRECEDENT.

(a) Conditions Precedent to Initial Advance. This Agreement and Lender s
obhgatxon 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 drscretlon on or before the date of such Advance:

(V)] Loan Documents. That Lender receive duly executed originals of this
Agreement, the Note, the Security Agreement, the Cash Collateral Agreement and all other
instruments and documents contemplated hereby.

(i)  Corporate Existence and Authorization. That Lender receive copies

of (A) all corporate resolutions, documents and proceedings of Borrower authorizing the execution,

-7 delivery, and performance-of the Loan Documents to which it is a party, certified to be true and
B - correct by the Secretary of Borrower; (B) Borrower’s Articles of Incorporation, with all amendments
certified by the Arizona Corporation Commission; (C) certificate as to Borrower’s good standing

from the Arizona Corporation Commission and (D) Borrower s Bylaws with all amendments
certlﬁed by the Secretary of Borrower.

‘ - (i) 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.
| S r

~ (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 provrded 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 otherwise 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 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 such costs and expenses upon demand.

(viii). Imsurance. 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.

(fx) 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) Subordmatxon Agreement. That Lender receive a Subordination

’ Agreement, in form and substance satlsfactory to Lender, fully executed by the Borrower and the

Subordmated Creditors referenced in Section 1.

~ (b)  Advances Generally. Lender’s obiigation 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 defined
in Section 12 hereof) 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”™).

@) Continuing Representations and Warrantles That the
representatlon and watranties 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. - ‘ :

. (iiiy Other Items. That Lender receive such other items 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' 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 from Lender.




_ _nghts generally

(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. -

()  Consents. No consent, permission, authorization, order, or license of any
goveinmental authority is necessary in connection with the execution, delivery, performance, or
enforcement of the Loan Documents to which Borrower is a party, except such as 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, msolvency, reorganization, moratonum or similar laws affecting creditors’

(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,
“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, except as Borrower has disclosed on Schedule
2 attached hereto.

® 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 Borrower, or on the ability of Borrower to perform its -
obligations, under the Loan Documents except as Borrower has disclosed on Schedule 2 attached

- hereto.

r

(g)  Litigation. There are no pendmg legal, arbitration, or governmental acuons
or proceedmgs 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 on the ability of Borrower to perform its
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 free and clear of any lien or encumbrance, except the
liens and encumbrances speclﬁcally identified on Schedule 2 attached hereto.

@) ‘Financ'i_al 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 (“GAAP”) 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
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.

@) Principal Place of Business; Records. The principal place of busmess 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 subsxdlaxy, except as Borrower has disclosed

on Sghedule attached hereto.

(D  Water Rights 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
marner, 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 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 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 and/or
waste water services.
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SECTION 10. AFFIRMATIVE COVENANTS.

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

(a) Corporate Exxstence 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,

1ndentures, mortgages, and other instruments to whrch itisa party or by whrch it or any of its
property is bound.

(c) Compliance with Environmental Laws. Without limiting 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 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.

_ (d) Licenses; Permits; Etc. Duly and.lgvrrﬁrlly 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.

(e Insurance. Maintain 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 i 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 dehvered to Lender.

i3} Property Maintenance. Mamtam and preserve at all tlmes 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 orders.

® Books and Records. Keep adequate records and books of account in
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.

() . 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 earnings, a statement of cash flows, and all notes and schedules relating
thereto.

(i) * 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.

@iif) 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 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 its 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 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 remed1es 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 otherw1se operations, properties, or business of Borrower or on the ability
of Borrower to perform its obhgations under the Loan 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 Borrowér 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 any 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 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 comphance 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, financial or otherwise,

' operatlons, 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 furnished pursuant to 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

— therein) and fairly present its financial condition during the periods covered thereby and as of the

Co - dates thereof (subject to normal year-end adjustment); and (ii) setting forth calculations showing
compliance with the financial covenants set forth in Subsections (j) and (k) below.

: (ix) Other Information. Such other mfor.matlon regarding the condition,
ﬁmmclal or otherwise, or operations of the Borrower as Lender ‘may, from time to tlme reasonably

request.

G Debt Service Reserve. Establish ui)on clesmg and maintain the Debt
Service Reserve Fund and the Replacement Reserve Fund (the “Reserves™) in accordance with the
provisions hereof.

k) DSC. Achieve, at each fiscal year end a Debt Service Coverage Ratio
(“DSC™) 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 period.. 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 from increases or decreases in value of capital assets, or from 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
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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 free 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) Operatxon 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, workmg order and operating condition, and (c) from time to
time make all necessary and proper repairs, renewals, replacements, additions, betterments and
1mprovements 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) ‘ Archaeological Artifacts. 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 activities and will notify the State Historic Preservation Office,.
- and Lender of such discovery.

(» Federal Safe Drinking Water Act. Borrower covenants that, to the extent

/ legally apphcable, 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 apphcable prov1s1ons of those federal
laws and authorities hsted below: ;

- ENVIRO \L: ‘
1. Archeolo.gical and Historic Preservation Act of 1‘974, Pub. L. 85-523, as amended. -
2. Clean Air Act, Pub. L. 84-159, as amended.

3. Coastal Barrier Resources Act, Pub. L/97-348,

4. Coastal Zone Management Act, Pub. L. 92-583, as amended.
5. ° 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. Protection of Wetlands, Executive Order 11990,
9. Farmland Protection Policy Act, Pub. L. 97-98.
10. Fish‘and Wildlife Coordination Act, Pub. L. 85-624, as amended..
11.  National Historic Preseryation Act of '1966, PL 89-665, as amended.r

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

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

N MISCELLANEOUS:

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

2. Procurement Prolﬁbitions under Section 306 of the Clean Air Act and Séction 508

of the Clean Water Act, including Executive Order 11738, Administration of the
- Clean Air Act and the Federal Water Pollution Control Act with Respect to Federal
Contracts, Grants, or Loans,

3. Umform Relocation and Real Property Acqulsmon Policies Act, Pub L 91-646,as

amended.

4, Debarment and Suspension, Executive Order 12549,

~ SOCIAL POLI

' 1. Age Discrimination Act of 1975, Pub. L. 94-135.

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).

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

4,  Section 504 of the Rehabilitation Act of 1973, Pub. L. 93-112 (including Executive
Orders 11914 and 11250).
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5. The Drug-Free Workplace Act of 1988, Pub. L. 100-690 (applies only to the
capitalization grant recipient).

6. Equal Employment Opportunity, Executive Order 11246.

7. Women's and Mmonty Business Enterprise, Executlve Orders 11625 12138 and
12432.

8. Section 129 of the Small Business Admmxsiratlon Reauthonzatlon and Amendment
Act of 1988, Pub. L. 100-590

9. Anti-Lobbying Prov1s1ons (40 CFR Part 30) (applies only to capitalization grant
recipients). . )

(@ MBE, WBE SBRA Momtormg and Reportmg Mmonty Business
Enterpnse (MBE), Women Business Enterprise (WBE), Small 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 of payments to

 contractor and/or termination of contract. Guidance for completing the required reports will be

supplled to Borrower by Lender.
SECTION 11. NEGATIVE COVENANTS.

Unless otherwise agreed to in writing by Lender, whxle this Agreement isin effect wether
or not any advance is outstanding, Borrower shall not:

(a) Borrowings. Create, incur, assume, or allow to exist, dlrectly orindirectly,
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 reqmred 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 “Capital Lease”), 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) Llens Create, incur, assume, or 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 (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 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.

(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 hereby consents to the merger
of Borrower with Mohawk Water Company (“Mohawk™), 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
g1vuig of notice or the passage of time, or both, would give rise to an Event of Default hereunder or

thereunder. Borrower agrees to notrfy Lender wrchm thrrty (3 0) days. of the date the merger becomes
effective. :

; @ Transfer of Assets. Sell, transfer, lease, or otherwise dispose of any of
l Borrower’s assets, except in the ordinary course of its business or to effect any change in ownership.

(e) Change in Business. Engage in any business activities or operations -
____ substantially different form or unrelated toE Borrower s present business activities or operatlons

: ) R ® 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 occumng “during the term hereof in excess of the
amount set forth in Sectlon 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
and/or the Replacement Reserve Fund except in accordance with the provisions of this Agreement.

SECTION 12. EVENTS OF DEFAULT.
Each of the following shall constitute an “Event of Default” hereunder:

(a) | Payment Default. Failure by Borrower 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. <
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(c) Certain Affirmative Covenants. Failure by the Borrower to perform 0}
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, mcludmg, W1thout limitation, any °
covenant excluded under Subsection (c) above.

(e) Cross-Default. Borrower should, after any applicable grace penod breach
or be in default under the terms of any agreement (other than the Loan Documents) between -
Borrower and Lender, including, without limitation, any other loan agreement, security agreement,
mortgage, deed to secure debt, or deed of trost.

(D . 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.

(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 4nd in effect fora period of twenty (20)
consecutive days w1thout being vacated, discharged, satisfied, or stayed pending appeal

(h) Insolvency; Etc. Borrower: (1) 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 (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, arrangement, readjustment of debt, d1ssolut10n or liquidation law or statute of any
jurisdiction. .

*

)] Material Adverse Change. Any material adverse change occurs, as
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.

~ SECTION 13. REMEDIES UPON EVENT OF DEFAULT.
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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 provided by agreement or under 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 from 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 future 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) Apphcatmn of Payments After terrmnatlon and acceleratio oz
U . all amounts received by Lender shall be applied to the amounts owing hereunder and under the Note -
o in whatever order and manner as Lender shall in its sole discretion elect.

SECTION 14, SURVIVAL. The representaﬁons; 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, warranties, 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 provxsxon

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 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 prierity 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 described 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
.ender as its attorney-in-fact, with full 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.

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 the event

Borrower is unable to satisfy any such conditions, shall any such waiver have the effect of
precluding Lender from thereafier 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 with copies of all documents- wh1ch they may reasonably request in connectxon
with the Agreement.

SECTION 22. LENDER DETERMINATION OF FACTS. Lender shaﬂ at all times be
free 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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SECTION 23. INCORPORATION OF PREAMBLE, RECITALS AND

STATEMENT OF TERMS. The preamble, recitals and statemnent of terms are hereby incorporated
into this Agreement. -

SECTION 24. 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 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 unénforceaﬁlé,

the enforceability of the other pmVlSlOl‘lS shall not be aﬂ'ected and they shall remain in full force and
_ effect

. SECTION 26. CHOICE OF LAW AND 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, 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 STATE COURTS OF ARIZONA.

_ SECTION 27. CAPTIONS. Section captions used in this Agreement are for convenience
only, and shall not affect the construction of this Agreement.

: SECTION 28. 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 (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.

SECTION 29. TIME OF THE ESSENCE Tnne is of the essence with rega.rd to each.
provision of this Agreement as to which timeisa factor.

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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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 from time to time, by written notice served on the other, designate a different address
ora different attention person for service of demands and notxces

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. Ifat any time or from
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.

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; without limitation, costs and expenses
of litigation and reasonable attorneys' fees) arising from 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 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
survive payment and performance of the Obligations and shall remain in full force and effect without

~ termination.

SECTION 34. WAIVER OF STATUTE OF LIMITATIONS. Borrower waives, to the

full extent permitted by law, the right to plead and any statutes of lnmtatxons as a defense in any
action or proceeding in respect of the Loan Documents

- SECTION 35. NUMBER AND GENDER. In tlns Agreement the smgular shall include
the plural and the masculine shall include the feminine and neuter genders, and vice versa.

SECTION 36. HEADINGS AND REFERENCES. The headings at the beginning of each
section of this Agreement are solely for convenience 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 37. 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
constitute pne 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. s

SECTION 38. ARBITRATION. The parties hereto agree to use arbitration to the extent
required by Section 12-1518 of the Arizona Revised Statutes, as amended.

SECTION 39. NOTICE REGARDING A.R.S. § 38-511. To the extent applicable by

provision of law, the partles acknowledge that this Agreement is subject to cancellatlon pursuant to
~ AR.S. §38-511, the provisions of which are hereby mcorporated herein.

SECTION 40. SIGNS. Throughout the term of the Loan, Lender shall have the right to
erect one or more signs (complying 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 financmg
of the prOJect as Lender may deem appropriate.

’ DATED as of the date_ first above stated.

~ ANDERSON BROTHERS WATER COMPANY, an
Arizona corporation

WATER  INFRASTRUCTURE  FINANCE

AUTHORITY OF ARIZONA
A 7 T A
xecutive Director
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EXHIBIT B
TO WIFA LOAN AGREEMENT

For Period

COMPLIANCE CERTIFICATE

To induce The Water Infrastructure 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 furnished to WIFA. The under31gned certify that (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, rmght 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.
Required o * Actual
. DEBT SERVICE RESERVE 5.
' REPLACEMENT RESERVE s
W | 120:1.0.

Net Income + Interest Expense + Depreciation

Annual Pn'nci;;al and Interest Payments

ANDERSON BROTHERS WATER COMPANY




° copy

For Period

EXHIBIT B
TO WIFA LOAN AGREEMENT

'COMPLIANCE CERTIFICATE

To induce The Water Infrastructure 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 furnished to WIFA. The undersigned ceitify that (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.

' Thxs certificate is attached to and made a part of this Borrower’s report for the above stated

period.

| Required ' Actual
 DEBISERVICERESERVE B S

" REPLACEMENT RESERVE. s

DEBT SERVICE COVERAGE . 150:1.0.

Net Income + Interest Expense + Depreciation

Annual Pﬁncipal and Interest Payments

ANDERSON BROTHERS WATER COMPANY




Schedule 1 to Loan Ag'reement .

Closing Date....... , 05/01/99
L
First Payment Date : ' 07/1 5/99 i
Financial Assistance Terms and Conditions v
Loan Amount " . $92,650.00
Combined Interest and Fee Rate 5.430%
Term voasdon sresvease ' 20 :
_Payments ¥ .. Monthly
# of Payment Periods : 240
" . Monthly Debt Service Payments..... ereee $633.67
Annual Payments... $7,604.04
Closing Fee (0.5% of Loan Amount) $463.25
Debt Servnce Reserve Fund Requlrements
Total Reserve Amount $7,604.04 .
Frequency of Reserve Deposxts to WIFA......ccce0een.., Monthly ) .
: Monthly Deposit : $126.73
Reserve Funded by (Date) e 15-Jun-2004,

WIFA will apply earnings on Debt Service Reserve to Principal Repayment.
Minimum Monthly Payment

Prior to Debt Service Reserve Requirement .........ecveees $760 40 *
Monthly Payment Allocations :
i Monthly Reserve Fund Contribution.....eee $126 73
Monthly Combined Interest & Fee Payment........ See Section 2: Monthly Calculation #1
. Monthly Principal Repayment See Section 2: Monthly Calculation #2
. *® WIFA will calculate the first paymeht due; minimum payment equals amount for Period 1.
Following Debt Service Reserve chuxrcment................... $633.67
Monthly Payment Allocations- .
Monthly Reserve Fund Contribution. ... . $0.00
Monthly Combined Interest & Fee Payment........ See Section 2: Monthly Calculation #1
Monthly Principal Repayment........ See Section 2: Monthly Calculation #2

Repalr and Replacement Fund Requirement .
Begin Funding on (Date) : 01-Jan-2005 -

Annual Amount .. $1,520.81
; Frequency of Fund Deposxts ..... veesnsiesss Monthly
| Monthly Deposlt....cecesrnmace. .. $126.73

Data Printed: 04/22/98 Time Printed: 02:27:06 PM
GASHARENMNOWIFAVPROJECTWOH ANDWOAN AND\SCH 1.WB2




WIFA Monthly Calculations

#1: Monthly Combined Interest & Fee Payment =
-k .
Combined Interest & Fee Rate * Principal Outsz;anding

#2: Monthly Principal Repayment =

‘Total Ménthly Payment - Mbnthly Reserve Fund Deposit -
Month Combined Interest & Fee Payment

Project Cost Classification - Amount

——— a. Administrative, Legal Costs, Financial Adviser. 0.00 b
- b. Land, Structure, Right-of-Way . 0.00 et

¢. Design, Architectural, Engineering Fees........ 11,000.00

d. Construction/Improvement Costs . 81,186.75

- e. Equipment/Materials..... Camnannn - 0.00

- f. Application Fees, Financing Costs, Capitalized Interest....................... 463.25

- g. Total Budm‘fed : $92,650.00

Date - Amount

05/01/99 - $463.25

06/01/99 $41,460.88
. 07/01/99 - $41,460.88

-08/01/99 $9,265.00 Required 10% Set- Aszde
Total $92,650.00

Date Printed: 04/22/98 Time Printed: 02:27:07 PM
G\SHARED\DOWIFA\PROJECTWOH_ANDL.OAN_AND\SCH_1.WB2




Minimum o Total
‘Payment - Monthly » Payment - Monthly
Period Dates Payment * Period Dates Payment
1 07/15/99 ' 41 . 11152002 76040
2 08/15/99 760.40 42 12/152002 ~ 76040 -
3 09/15/99 760.40 ' 43 01/15/2003 760.40
4 10/15/99 760.40 44 02/15/2003 760.40
5 11/15/99 76040 45 03/15/2003 760.40
6 12/15/99 . 76040 | 460 . 04/15/2003 - 76040
7  01/15/2000 760.40 47 05/15/2003 760.40
8 02/15/2000 76040 - 48 06/15/2003 760.40
9 03/152000- 760.40 49 07/15/2003 - 760.40
10 04/15/2000 760.40 50  08/15/2003 760.40
11, 05/15/2000 760.40 51 ~ 09/15/2003 760.40
12 06/15/2000 760.40 52 10/15/2003 - 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 - 01152004 - 760.40
16  10/15/2000 760.40 " 56 02/15/2004 760.40
. .17 11/15/2000 . 76040 ' 57 03/15/2004 760.40 .
! " 18 | 12/15/2000 760.40 58. . 04/15/2004 760.40
19 . 01/15/2001- 760.40 59 05/15/2004 760.40
20 02/15/2001 760.40 : 60 -+ 06/15/2004 760.40
21 03/15/2001 - 760.40 : 61 07/15/2004 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 10/15/2004 © 633.67
25 07/15/2001 76040 - 65 11/15/2004 633.67
26;-  08/15/2001 76040 - . 66 12/15/2004 633.67
27 09/15/2001 76040 - 67 01/15/2005 633.67 -
28 10/15/2001 760.40 68 02/15/2005 633.67
29 11/15/2001 © 760.40 69 03/152005 - 633.67
30 12/15/2001 760.40 70 04/15/2005 633.67
31 01152002  760.40 Coem 05/15/2005, . 633.67
32 02/15/2002 760.40 ‘72 06/15/2005 633.67
33 03/15/2002 76040 73 07/15/2005 633.67
- 34 04/15/2002 760.40 74 08/15/2005 633.67
35 05/15/2002  760.40 15 09/15/2005 633.67
36  06/15/2002 760.40 . - 76 10/15/2005 633.67
37  07/15/2002 76040 - . 77 - 11/15/2005 . 633.67
38 08/15/2002 760.40 78 12/15/2005 633.67
39 09/15/2002 - 760.40 79 - 01/15/2006 633.67
40 10/15/2002 760.40 80 02/15/2006 1633.67

* WIFA will calculate the first papment due; minimum payment equals amount for Period 1.

Date Printed: 04/22/99 Time Printed: 02:27:07 PM
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Minimum

: Date Printad: 04/22/99 Time Printed; 02:27:07 PM
GASHARED\DOWMFAWROJECTWMOH_ANDMLOAN_ANOVSCH_1.WB2

: Total -
Payment - Monthly Payment Monthly
Period Dates Payment Period Dates - Payment
81-* 03/15/2006 633.67 121 07/15/2009 633.67
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 11/15/2009 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 11/15/2006 633.67 - 129 03/15/2010 .633.67
90 12/15/2006 - 633.67 130 04/15/2010 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
96 06/15/2007 63367 136 16/15/26106———  633.67
97 07/15/2007 633.67 137 11/15/2010 - 633.67
- 98 08/15/2007 633.67 138 12/1512010 633.67
99 09/15/2007 633.67 139 01/15/2011 633.67
100,  10/15/2007. . 633.67 140 .. 02/15/2011 633.67.
101 11/15/2007 633.67 141 7 03/15/2011 633.67
. 102 12/15/2007 - 633.67 142 04/15/2011 633.67
103.  01/15/2008 633.67 143 05/15/2011 633.67
104 02/15/2008 633.67 144 06/15/2011 633.67
105 03/15/2008 633.67 145 07/15/2011 633.67 -
106 ;. 04/15/2008 633.67 146 08/15/2011 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
111 09/15/2008 633.67 151 01/15/2012 633.67
112 10/15/2008 ' 633.67 152 02/15/2012 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 - 05/152012- 633.67
116 02/15/2009 633.67 156 06/15/2012 633.67
117 03/15/2009 633.67 157 07/15/2012 633.67
118 04/15/2009 633.67 158 -08/15/2012 633.67
119 05/15/2009 633.67 159 - 09/15/2012 633.67
120 06/15/2009 633.67 160 10/15/2012 633.67

E
3




Minimum Total
Payment Monthly Payment Monthly
Period Dates Payment Period Dates Payment
16 11/15/2012 633.67 201 03/15/2016 633.67
162 12/152012 633.67 202 04/15/2016 = = 633.67
163 01/15/2013 633.67 .203. 05/15/2016 633.67
| 164 02/15/2013 633.67 204 06/15/2016 633.67
| 165 - 03/15/2013 633.67 205 07/15/2016 633.67
i 166  04/15/2013 633.67 206 08/15/2016 633.67
167  05/15/2013 633.67 207 09/15/2016 ' 633.67
‘168 06/15/2013 633.67 208 10/15/2016 633.67
169  07/15/2013 633.67 209 11/15/2016 633.67
170 08/15/2013 633.67 - 210 12/15/2016 633.67.
171~ 09/15/2013 633.67 211 01/15/2017 633.67
172 10/15/2013 633,67 212 02/15/2017 - 633.67
173 11/15/2013 633.67 213 03/15/2017 - 633.67
174 12/15/2013 633.67 214 1 04/15/2017 633.67
175 01/15/2014 633.67 215 05/15/2017 - 633.67.
176 02/15/2014 633.67 216 06/15/2017 633.67
. 177 03/1512014 633.67 217 07/15/2017 633.67
; - 178 04/15/2014 633.67 218 ~ 08/152017 633.67
179 05/15/2014 633.67 219 09/15/2017 633.67
180  06/15/2014 633.67 220, 10/15/2017 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 01/15/2018 . 633.67
184  -10/15/2014 633.67 224 02/15/2018 633.67
185 11/152014 633.67 - 225 03/15/2018 633.67
186.  12/15/2014 633.67 226 04/15/2018 633.67
187 01/15/2015 633.67 227 05/15/2018 633.67
188 02/15/2015 633.67 - 228 06/15/2018 633.67
- 189 03/15/2015 633.67 229 07/15/2018 ~633.67
_ 190 04/15/2015. 633.67 230 08/15/2018 633.67
| . 191 05/15/2015 633.67 -.231 09/15/2018 633.67
‘ 192 06/15/2015 633.67 232 10/15/2018  633.67
‘ : "193  07/15/2015 633.67 233 11/15/2018 633.67
194  08/15/2015 633.67 234 12/15/2018 633.67
195 09/15/2015 633.67 235 01/15/2019 633.67
196 - 10/15/2015 633.67 236 02/15/2019 - 633.67
197 11/15/2015 633.67 237 03/15/2019 633.67
198 12/15/2015 633.67 238 04/15/2019 633.67
199 01/15/2016 633.67 239 105/15/2019 633.67
200 02/15/2016 633.67 240 633.67

06/15/2019

Date Printed: 04/22/99 Tlme Printed: 02:27:07 PM
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SCHEDULE 2

TO WIFA LOAN AGREEMENT
1. Exception(s) to Subsection 9(e) entitled “Comphance with Laws™: (insert exceptions or
. “N one”)
None

‘ 2. | Exception(s) to Subsectmn 9(f) entitled “Envn:onmental Comphanc : (insert exceptions
| or “None”) '
‘ ,
‘ Nor;_e |
’ . 3. Exception(s) to Subsection 9(g) entitled “Litigation™: (insert exceptions or “None”)
k None: |
\ 4. Exceptibn(s) to Subsection 9(h) entitled “Title to Property”: (insert exceptions or “None”)
- o
‘ 5. “Exception(s) to Subsection 9(k) entitled “Subsidiaries”: (insért exceptions or “None™)
|

None

ANDERSON BROTHERS WATER COMPANY "~

”

T.}(,} e it

(,!/‘{7/%




PROMISSORY NOTE

$92,650.00 Phoenix, Arizona

May 1, 1999

FOR VALUE RECEIVED, ANDERSON BROTHERS WATER COMPANY
("Borrower"), promise to-pay to WATER INFRASTRUCTURE FINANCE AUTHORITY OF
ARIZONA ("Lender") 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 43/100ths 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 estabhshed speclﬁc 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
Thousand Six Hundred Fifty and No/100 Dollars ($92,650.00), such lesser amount determined in
accordance with the Loan Agreement with respect to the Loan (as defined in the Loan Agreement).

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. Botrower may prepay the Loan, in whole
orin part, at any time without premium or penalty.

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 '[hlS
paragraph in such order as the holder hereof may, m 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%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 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 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,




| P ®

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

_statute, andAwhe’ther incurred in connection with the involvement of any holder hereof as creditor
- in such proceedings or otherwise.

| ' Borrower and all sureties, endorsers and guarantors of thls 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 exhaust its temedies against any maker

Note or any other mdulgence with respect hereto without notice thereof to any of them.

of i mterest 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 w111
be the maximum rate of interest allowed by apphcable law.

|
|
‘ , : Notwithstanding any provision contamed herein to the contrary the applicable rate
|
|

ANDERSON BROTHERS WATER COMPANY an
Arizo rporation

By, Mo a/}:a(ﬁ(-‘
e: Jamés W, L e
Title: Pr¢sident

L) B OE g WCI"




'CASH COLLATERAL AGREEMENT

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").

EQH&S:' ‘

A.  Pledgor and Lender have entered into that certain Loan Agreement of even date

herewrth (the "Loan Agreement"), pursuant to which Lender has made available to Pledgor a loan
of up to $92 650.00 (the “ngn .

. 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 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 the Replacement Reserve Fund are referred to herein as the "Pledged Funds".

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

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

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 cons1derat10n
~ thereof, Pledgor and Lender agree as follows:

1. Deﬁn;,h_cmg. The following terms shall have the following meanings:
"Cash Collate eement" means this Cash Collateral Agreement, as the same

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

"Debt Serngg Reserve Fund" shall have the meaning ascribed thereto in Section
‘2 hereof.

"Obligations" 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,




° o

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 Fund" shall have the meamng ascribed thereto in Sectlon
2 hereof. _

2. stablis Debt Service Reserve Fund and Replacement Reserve
E@__ Pledgor and Lender agree that concurrently with the execution and delivery of this Cash
~ Collateral Agreement there is established 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 secunty for the prompt and
o _ complete payment when due of all the Obligations, Pledgor has granted, bargained, sold, assigned,
Y . 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
L in and to any Pledged Funds now or hereafter held or deposited in the Debt Service Reserve Fund
i
|
|
|

_‘anitheReplagement ReserveFund. =

e

4. T d itions

(@  TheDebt Service Reserve, Tund 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 thereof. Pledgor's sole right with

“respect to the Pledged Funds in the Debt Servxce Reserve Fund shall be as provided herein and-in
.the Loan Agreement

(b)  Ifno Event of Default, and no event which with the giving of hotice
or the passage of time or both could become an Event of Default, has occurred and is continuing,
Pledgor from time to time may withdraw moneys from 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, equipment, 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; (iii) for the acquisition or construction of additions to or improvements,
extensions or enlargements to, or remodeling of, the Facility provided that the property is
depreciable; and/or (iv) to make payments to Lender on the Loan.




(¢)  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 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 Artlcle 9 of the Arizona Uniform Commercial Code and other
applicable laws.

5. Further Assurances. Pledgor Will, at any time and from 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.

6. , No ngbg ;12 for L@ﬁg Agtlong Neither Lender nor any of its officers,
directors, employees agents attorneys-in-fact or affiliates shall be liable for any action lawfully
_ taken or omitted to be taken by any of them under or in connection with thls Cash Collateral

. Agreement (except for gross negligence or willful misconduct).

7. . Notlce All notices, requests, demands or other communications to or
upon the parties hereto shall be deemed to have been given or made when mailed, delivered or
transmitted in accordance with the requirements of the Loan Documents.

. 8. " No Failure, 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 prov1ded are
cumulative and not exclus1ve of any rights or remedies provided by law.

9. M_A_mgn_dmw None of the terms and provisions of this Cash

Collateral Agreement may be waived, altered, modlﬁed or amended except by an instrument in
wntmg executed by the parties hereto. ‘

10. ~ Representations and Warranties; Covenanfcs.

(@)  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:




o — —€b)  Without the pnorwrrtten—cmxsenrvfteuder
i : 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,

o o

® " 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.

@) 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.

(iii) No security agreement, financing statement, equivalent security or
lien instrument or continuation 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 .

(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, priorto all
other liens, encumbrances, security interests and rights of others, and is enforceable as
such as against creditors of and purchasers from Pledgor

lien, mortgage, hypothecation, security interest, charge, option or any other encumbrance with
respect to any of the Pledged Funds, or any interest therein, except for the security interest provided
for by this Cash Collateral Agreement.

v (c).  Pledgor hereby covenants and agrees that it will defend Lender' ]
right, title and secunty interest in and to the Pledged Funds agamst the claims and demands of all
persons ‘whomsoever except to the extent. which arise out of the willful misconduct or gross
neghgence of Lender. :

11. Lender's Expenses 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.

12.  GovemningLaw. This Cash Collateral Agreement shall be deerned 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. v :




13. severablhtx 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 unenforceability without invalidating the remaining provisions hereof,
| . and any such prohibition or unenforceablhty in any jurisdiction shall not invalidate or render
| - unenforceable such provision in any other Junsdwtlon

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 remedles 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) remaining 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 occurred: (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 further obligation to make any loans or advances to Pledgor pursuant to the Loan Agreement or
any of the other Loan Documents.

16. ‘Counterpart Thls Agreement may be executed in counterparts, all of
which executed counterparts shall together constitute a single document. Signature pages may be

b _ detached from the counterparts and attached to a single copy of this Agreement to form phys1cally
W R one document. :

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

Pledgor: ANDERSON BROTHERS WATER COMPANY, an
Arizona corporatmn

dines W. Little
esident

Lender: INFRASTRUCTURE FINANCE AUTHORITY

OF ARIZONA

o Oh 1.

halrman/Execu‘uve Director




Return copy or recorded original to:
SNELL & WILMER

One Arizona Center

Phoenix, AZ 85004-0001 .

Attn: Marilyn L. Benesch Legal Ass1stant

ARIZONA UNIFORM COMMERCIAL CODE
FINANCING STATEMENT--FORM UCC-1
This FINANCING STATEMENT s presented for filing
(recording) pursuant to the Arizona Uniform Commercial
Code.

1. Debtor(s) (Iast name first and address):
ANDERSON BROTHERS WATER COMPANY
498 East 4th Street

Casa Grande, Arizona 85222

2. Secured Party(ies) and address: - o
WATER lNFRASTRUCTURE FINANCE AUTHORITY OF
ARIZONA

202 E. Earll Drive, Suite 480

Phoenix, AZ 85012

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

4, Proceeds of collateral are also
covered,

X If checked, products of collateral are also covered.

5. ThisFinancing Statement covers the following types (or items) of property: ' ‘ o ‘

* SEE EXHIBIT B ATTACHED HERETO AND INCORPORATED HEREIN BY REFERENGE.

6. If the collatéral is crops, the crops are growing or to bé grown on the 'fbllowing described real estate:

7. If the collateral 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 resultmg from the sale thereof at the welihead or minehead to whlch the security
interest attaches upon extraction, the legal description of the real estate concemed is:

THE REAL PROPERTY MORE PARTICULARLY DESCRIBED IN EXHIBIT A ATTACHED HERETO AND
INCORPORATED HEREIN BY REFERENCE (THE “REAL PROPERTY").

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

»”




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

_ 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: AN
Efbcutive Director
Signature of Debtor

~ ANDERSON BROTHERS WATER COMPANY, an Arizona
. corpora :

By N AT -

*"Namerdameq W. Littl
Titlef President
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SERIN
EXHIBIT A .

LEGAL DESCRIPTION
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EXHIBITB

COLLATERAL DESCRIPTION

All of Debtor's present and future right, title, and interest in and to any and all of Debtor’s Fixtures,
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.

. (@) 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™);

" (b) all goods, (whether goods held for sale or returned or whether used in the business of the

Debtor or to be installed in or on the Real Property), personal property, equipment, inventory, ﬁxtures, furmshmgs, ,
devices or tools and all rep] acements or substitutions of same (the “Personal Property”);

(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 ¢onservation districts created under Article III,
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 systems 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), archxtectural contracts, engineering contracts, and general intangibles -
(including without limitation trademarks, trade names, 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) all accounts arising from or by virtue of 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 amounts due under current and future water
supply customer accounts, including but not limited to those future accounts arising from any water utility plants
i or systems (or for delivery of water by any other means (the “Accounts™);




(e) all deposits, bank accounts, funds, instruments, notes or chattel paper of Borrower, including,
vy without limitation cash or securities depos1ted pursuant to leases to secure performance by the tenants of their
~ obligations thereunder; and proceeds arising from or by virtue of the sale, lease or other disposition of the Real

Property and proceeds (including premmm refunds) of each policy of insurance relating to the Real Property (the.
“Proceeds™)

(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 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 otheérwise; and (iii) any optxon, right of first
refusal, other right to acquire, or other i 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 Anzona (A.R.S. §§ 47-1101 through 47-9507).




- SUBORDINATION AGREEMENT

This SUBORDINATION AGREEMENT ("Subordination Agreement") is made as
of May 1, 1999, by ANDERSON BROTHERS WATER COMPANY (hereinafter called
"Borrower"), and James W. Little (hereinafter collectively called "Creditor"), in favor of WATER
INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA (hereinafter called "Lender™).

RECITALS -

A.  Borrower is or may hereafier become obligated to Lender to the extent

permitted pursuant to that certain Loan Agreement of even date herewith (the "Lgan Agreement")
between Borrower and Lender. : _

B. = ltisacondition to the makmg of the Loan, as defined in the Loan Agreement,
that Bon'ower and Credxtor enter into this Subordination Agreement.

C. In order to induce the Lender to enter into the Loan and to from this time, or

from time to time, at its option, make loans or extend credit or other accommodations or benefits to
_ . or for the account of Botrower, 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
and amount and upon terms 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 provxded any and all present and future
indebtedness or obligations of Borrowexj 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 Indebtedness"”) to any and all
indebtedness of Borrower to Lender, whether now existing or hereafter arising, direct or indirect,
absolute or contingent, joint, several, or joint and several, secured or unsecured, due,or not due
(including, without limitation, all amounts die under the Loan Agreement and the Loan Bocuments
thereunder), and whether arising directly between Borrower and Lender, or acquired oufright,
- 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

"Superior Indebtedness").

NOW THEREFORE S0 long as Borrower is mdebted to Lender on account of
- Superior Indebtedness, the parties hereto undertake and agree as follows

1. The Subordmated Indebtedness shall, at all times and in all respects, be wholly
subordinate and inferior in claim and right to the Superior Indebtedness, and all claims, rights and
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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 remedles 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 pericd that an Event of Defé.ult,_ or an event Which with notice or
lapse of time or both would become an Event of Default, has eccurred and is continuing, Borrower

|
‘ .
i shall not make and Credltor shall: 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
.- ——proceedings by or-against Borrower for any relief under any bankruptcy or insolvency laws, or

. .relating to the relief of debtors, readjustment of indebtedness, reorganizations, arrangements,
' . compositions or extensions, or of any other event whereby it becomes necessary or desirable to file
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 thie 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
the optioip of the Lender, forthwith become due and payable without demand or notice.

5. Should any payment or distribution or security or proceeds thereof, other than
the payments permitted pursuant to paragraphs 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 preclsely the form as received except for the
endorsement or assignment of Creditor where necessary for application on the Superior
Indebtedness, whether due or not due, and until so delivered 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.




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 endorsets, sureties or guarantors thereof, or release from the terms of this or any
other subordmatlon 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 miodification or extension of the time of
payment, of the Superior 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
accommodatlor_ls to or for the account of Borrower on the faith hereof.

8. = Creditor agrees that Lender, at any time and from 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 the 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

. Subordination Agreement

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 behalf 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(s) of credit, or committing itself to make any advances in connection theréwith,
or which may now, or hereafter, participate therein. 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 assigns, as the case may be, it being understood,
however, that no assignment of the Subordinated Indebtedness due Creditor from Borrower, or any
part thereof, shall be made to one not a party hereto without the wntten consent of the Lender first
had and obtamed as hereinabove provided.

11. . Creditor agrees not to commence or join with any other creditor of Borrower
in commencing any bankruptcy, reorganization or msolvency proceedings against the Borrower.




12. This Subordination Agreement shall be deemed to have been executed,
delivered and performed in Arizona, and construed according to the laws of the State of Arizona.
Creditor and Borrower waive notice of acceptance hereof and all other notices or demands
whatsoever. ,

13. | In the event of a breach of any covenant or agreement made herein by either
Creditor or Borrower, Lender may, at its option, declare all of the Superior Indebtedness and/or
Subordmated Indebtedness immediately due and payable

14. - The words "Creditor" and "Borrower” as herein used shall include the plural -
as well as the singular and, if Creditor or Borrower includes two (2) or more, they shall be jointly
and severally bound hereby.

. 15. This Subordination 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 physmally one
document. ,

IN WITNESS WHEREOF, this Subordination Agreement has been duly executed
as of the date first written above..

'ANDERSON BROTHERS WATER COMPANY, an
Arizona corporation /

By: 2§4P25Wk:“

e: Jathes W, Littté
/Title: sident

~ “Borrower”
gf

SW. LIT‘;:LE

"Creditor”
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R INFRASTRUCTURE FIN EAUTHORIT RIZO
- LOAN AGREEMENT
~ (Non-governmental Water System)

DATE:  May1,1999
'PARTIES:  Borrower: ' MOHAWK WATER COMPANY
Borrower 498 East 4th Street - ;
Mailing " Casa Grande, Arizona 85222
Address: . Attention: James W. Little
‘ , . Borrower 498 East 4th Street
1 : ' Business Office Casa Grande, Anzona 85222
| ’ Street Address: |
: Lender: WATER INFRASTRUCTURE FINANCE AUTHORT
Gy Lender 202 E. Earll Drive, Suite 480
et : Address: Phoenix, Arizona 85012

Attention: Executive Director

THIS LOAN AGREEMENT (as it may be aménded or supplemented from time to time, this

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

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

(b)  Purpose of Loan: An abandoned agricultural well will be rehabilitated, and

| the water from 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

{ ~ centralized storage facility, water will be delivered to both Mohawk Water
o Company and with the construction of a 16,000 foot long transmission main

| to Anderson Brothers Water company customers.

(c)  Combined Interest and Fee Rate: 5.43%




(@  Closing Fee: $786.75 (0.5% of Loan Amount); see Subsection (b) of Section

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

® 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 contmmng
on the same day of each Payment Date, sub_)ect to adjustment; see Section 6.

(f3) 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 Fmanexal 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 financial statements must be submhitted by the Borrower with respect
to each calendar quarter through and including the calendar quarter ending December 31, 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.

@) Annual Financial Statements from Borrower: Annual financial statements
~are due within one-hundred and eighty (180) 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
Sectlon 10.

1)) Fiscal Year of Borrower: From January 1 to December 31 of each year.

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

)] Subordinated Credxtors: 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 _600-652-0012 maintained with The f Grande Valley.

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 (“Advances”) in an
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 -
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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 time (the “Note™). 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 revolvmg 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 satlsfactlon of the conditions set forth in this
Agreement, including the followmg : ~ :

(a) Lender has rece1ved a draw request from Borrower, in form and substance
satlsfactory 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 from time
to time.

' (b)  Except as hereinafter provided, dlsbursements shall be made only upon
______certification of an authorized officer of Lender that such mer An authorized ,
. .officer of Lender shall approve disbursements in payment of the invoices, demands for payment, L ?
AR - approved contractors’ estimates or other evidence of cost incurrence directly to the persons or peig
T entities entitled 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

! o - (¢)  Lender hasreceived such other items or documents as Lender may reasonably
‘ require.

" : : - SECTION 3. 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 Note, shall be paud by “automatic debit” from
 the Borrower Deposit Account.

. o Loan Repayment Schedule. Borrower shall pay to Lender the
amounts 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
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, (B) the amortization schedule as provided in Schedule 1 and ©
the Combined Interest and Fee Rate. Upon such adjustment, Lender shall compute the adjusted
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interest payment amounts for each Payment Date to reflect the adjusted principal amounts and shall
enter the results in the Loan repayment schedule and furnish the revised schedule to Borrower.

. (i) 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 final pnnclpal

repayment date and the final interest repayment date shall be affected thereby

(m) . Application of Payments. Absent a defanlt 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
-~ 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 and/or 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 from 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 Sectmn 1, payable on demand.

) * Caleulations 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 mcluded and the date each such Advance
is repaid shall be excluded. X

v (vi) Payment on Maturity Date. On the final Principal Repayment Date,
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. ‘

)] Closmg 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 retained by Lender as its sole property, and
shall not be applied to any payments due under the Loan Documents

SECTION 4. LOAN AND SECURITY DOCUMEN’I’S The Loan shall be secured by the
Continuing Security Agreement of even date herewith executed by Borrower for the benefit of
Lender (the “Continuing Security Agreement”) 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 “Cash Collateral Agreement”) 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
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any other 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 ev1dencmg, securing or othervnse relating to the Loan are referred to as
the “Loan Documents”.

SECTION 5. DEBT SERVICE RESERVE FUND.

- (@)  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 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 amount of the debt service reserve requirement (the “Debt
Service Reserve Requirement™) 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 reqmred periodic build up wi

b Lo (b) For so long as the Loan is outstanding, ifon 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, 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 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.

(¢)  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 adn}mlstermg the Debt Service Reserve Fund.

(d)  Notless 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 © of Section
6) (the “Net Earnings™). Net Earnings shall be applied not less than quarterly as a prepayment of




. ‘ .

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

(¢)  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. REPLACEMENT RESERVE FUND.

(a) - Borrower shall establish a separate account to secure payment to Lender of
Loan repayments payable under 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 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 deposu 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 Event of Default”), has occurred and is continuing, Borrower from

time to time may withdraw moneys from 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, 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 property 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 deprecxable and/or (iv) to make payments to Lender on the.
Loan.

(¢)  For so long as the Loan is outstanding, if on any Payment Date or Principal
Repayment Date Botrower 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 reqﬁire that the Borrower shall keep adequate and accurate
records of moneys, investments and investment earnings on amounts credited to the Replacement
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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. CON])ITIONS PRECEDENT.

(a) Condmons 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 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:

(1) Loan Documents. That Lender receive duly executed originals of this

Agreement the Note, the Security Agreement, the Cash Collateral Agreement and all other
instruments and documents contemplated hereby.

- (i) Corporate Existence 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; © certificate as to Borrower’s good standing from

the Arizona Corporation Commission and (D) Borrower ] Bylaws with all amendments certlﬁed by
_ the Sécretary of Borrower, -

(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
enforceabrhty of the Loan Documents have beén obtained and are in full force and effect

(1v) 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
substannally 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 secunty
interest on all security provided for herem

(vi)  Permits. That Lender receive evidence satrsfactory 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 otherw1se be required by law.

(vu) 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 such costs and expenses upon demand.




(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) Subordmatlon Agreement That Lender receive a Subordination
Agreement, in form and substance satisfactoty to Lender, fully executed by the Borrower and the
Subordmated Credltors 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 the following conditions
precedent on or before the date of such Advance

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

(i) Continuing Representatmns and Warranties.  That the
representanon 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.

@ili)  Other Items. That Lender recewe such other items or documents as
»Lender may reasonably require.

SECTION 8. REPRESENTATIONS AND WARRANT IES.

(a)  Organization; Power; Etc. Borrower (I) is duly orgamzed, 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 from Lender;,

(b)  Due Authorization; No Violations; Ete. 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,
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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.

(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 as have been
obtained and are in full force and effect.

\ (d) Binding Agreement. Each of the Loan Documents to which Borrower is &
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, {nsolvency, reorgamzatron, moratorium, or similar laws affecting creditors’
rights generally.

" ()  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,

- “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, except as Borrower has disclosed on Schedule
2 attached hereto.

® Envxronmental Comphance. Without hmmng 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 Borrower, or on the ability of Borrower to perform its

_obligations, under the Loan Documents, except as Borrower has disclosed on Sgbedgle 2 attached
hereto.

(2)  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 on 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,




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

o Financial Statements; No Material Adverse Change; Ete. 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 (“GAAP’ ) 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
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. |

()  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 dmclosed

- on Schedule 2 attached hereto.

()] Water Rights 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 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 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 and/or
waste water services.
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SECTION 9. AFFIRMATIVE COVENANTS.

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

(a) 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) Compliance with Environmental Laws. Without limiting 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, financial or otherwise, operations, properties, or business of Borrower, or on the

_ability of Borrower to perform its obligations under the Loan Documents.

) Licenses§ Permits; Etc. Duly and lawfully 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 othérwise required by law.

(¢  Insurance. Maintain 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 sithated, 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.

, ® Préperty Maintenﬁnce. Maintain and preserve at all times its property,-
and each and every part and parcel thereof, in good gépair, working order and condition and in
compliance with all applicable laws, regulations and orders. ' '

(g) * Books and Records. Kéep adequate records and books of account in
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 Fmancxal Statements. As soon as avaxlable 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 comparanve form; and (ii) include a balance sheet, a statement of income,

as statement of retained earnings, a statement of cash flows, and all notes and schedules relatmg
thereto. :

(i) 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, Whlch quarterly
statements shall include any and all supplements thereto.

(iii) Notice of Default. Promptly after becoming aware thereof, a notice

L of () 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 its property is bound or affected if the
effect of such breach, default, event of default or event is to accelerate, or to permit the acceleratiori -
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 instrumentality
affecting Borrower 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. ’

(v) Notice of Environmental Litigation. Without hmmng the provisions
of Clause (lv) above, promptly after receipt thereof, notice of the receipt of all pleadmgs 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 any 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.

4 02} 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 substantlal non compliance with any law, regulation or rule.

resulted or may result in a material adverse change in the condition, financial or otherwise,

operations, properties, or business of Borrower, or the ability of Borrower to perform its obligations
under the Loan Documents.

i ' ' (vii) Mateﬂal Adverse Change.: Prompt notice of any mater which has
.

|

|

(viii) Compliance Certificates. Concurrent with each statement required
to be furnished pursuant to 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 () such financial
. statements are prepared in accordance with GAAP consistently applied (except as may be noted ]
_ therein) and fairly present its financial condition during the periods covered thereby and as of the Vl\“;
O . dates thereof (subject to normal year-end adjustment); and (ii) setting forth calculations showing g
W compliance with the financial covenants set forth in Subsections (j) and (k) below.

(ix) Other Information. Such other information regardlng the condition,
ﬁnanc1a1 or otherwise, or operatlons of the Borrower as Lender may, from time to time, reasonably

request.
)} Debt Service Reserve. Establish upon closing and maintain the Debt
| Service Reserve Fund and the Replacement Reserve Fund (the “Reserve ”) in accordance with the
| " provisions hereof,

| : &) DSC. Achieve, at each fiscal year end a Debt Service Coverage Ratio

‘ (“DSC”) of 1.20. For the purposes of this Section, DSC shall be computed by adding net income
plus interest expense, depreciation and amottization expenses and dividing the total by the sum of
principal and interest payments required during the penod In the computation of net income, gains
and losses and any taxes or reduction of taxes resultmg from the sale or other disposition or
abandonment of capital assets, or from increases or decreases in value of capital assets, or from the
retirement or reacquisition or resale or reissnance of debt or capital stock, shall be disregarded.

‘ _ ()] 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; ot use same to reduce

obligations due creditors; or invest same for capital expendltures 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 free 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 thlng 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 © 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.

(o) Archaeological Artifacts. 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 activities and will notify the State Historic Preservation Office, -
" and Lender of such discovery

®: Mﬂ&&ﬂn&gﬂgﬂ_ t. 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 apphcable provisions of those federal

laws and authorities listed below:

ENVIRONMENTAL;
1. Archeological and Historic Preservation Act of 1974, Pub. L. 85-523, as amended.
2. Clean Air Act, Pub, L. 84-159, as amended.
3. Coastal Barrier Resources Act, fub. L. 97-348.
4, Coastal Zone Management Act, Pub. L. 92-583, as amended.
| 5. Endangered Species Act, Pub. L. 93-205, as amcndeci.
6. Environmental Justice, Executive Orde;* 12898.
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7. Floodplain Management, Executive Order 11988 as amended by Executive Order
12148.

8. Protection r)f Wetlands, Executive Order 11990.
9. Farmland Protection Policy Act, Pub. L. 9798, .
- 10. - Fishand Wildlife Coordination Act, Pub. L. 85-624, as amended. ‘
11, Nation_al Historic Preservation Act of 1966, PL 89-665, as amended.
12; Safe Drmkmg Water Act, Pub. L. 93- 523 as amended.
| 13, Wild and Scenic Rivers Act, Pub L. 90—542 as amended.
I ECONO NE

1. | Demonstration Cities and Metropolitan Der/elopment Act of 1966, Pub. L. 89-754,
‘ as amended, Executive Order 12372.

. 2. - Procurement Prohibitions under Section 306 of the Clean Air Act and Section 508 -
| : of the Clean Water Act, including Executive Order 11738, Administration of the R
Coy v Clean Air Act and the Federal Water Pollution Control Act with Respect to Federal ’

' Contracts, Grants, or Loans.

- 3. . Uniform Relocation and Real Property Acdﬁféiﬁon Policies Act, Pub. L. 91-646, as _
~ amended.

' 4, Debarment and Suspension, Executive Order 12549.
SOCIAL POLICY:
1. - Age Discrimination Act of 1975, Pub. L. 94-135.

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

3. Sectlon 13 of the Federal Water Pollutmn Control Act Amendments of 1972, Pub.
- L.92-500 (the Clean Water Act) -

4. Sectlon 504 of the Rehabilitation Act of 1973, Pub. L. 93-112 (including Executive
Orders 11914 and 11250).
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5. The Drug-Free Workplace Act of 1988, Pub. L. 100-690 (applies-only to the’
capitalization grant recipient).

6. Equal Employment Opportunity, Executive Order 11246.

7. Women's and Minority Business Enterpnse Executlve Orders 11625 12138 and
12432. . _

8. Section 129 of the Small Busmess Administration Reauthonzahon and Amendment -
Act of 1988, Pub. L. 100-590.

9. Antl-Lobbymg Prowsmns (40 CFR Part 30) (apphes only to capltahzatmn grant
' . recipients). .

@ MBE WBE SBRA Momtormg and Reportmg Mmonty Business
Enterprise (MBE) Women Business Enterprise (WBE), Small Business Enterprise in a Rural Area
(SBRA) reporting is a requirement for contracts that are funded in whole, or in part, by Lender
monies. Ifa 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 and/or termination of contract. Guldance for completing the required reports will be
supplied to Borrower by Lender.

SECTION 10. NEGATIVE COVENANT S..

Unless otherwise agreed to in wntmg by Lender, while ﬁus Agreement is in effect, wether .

or not any advance is outstanding, Borrower shall not:

(a) 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 “Capital Lease”), except for
() 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, or 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 (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 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, matenalmen, warchousemen, and like
persons that secure obligations that are not past due.

() Mergers; Acqulsmons, 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 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
o effectlve _

@ Transfer of Assets. Sell, transfer, lease, or otherwise dispose of any of
Borrower s assets, except in the ordinary course of its busmess or to effect any change in ownershlp

(e) Change in Business. Engage in any business act1v1t1es or operatio
________ substantially different form orunrelated to Bonowexmuﬁ or operatlons

B (f) Leases. Create, incur, assume, or permit to exist any obligations as lessee
o 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 L@xtatxon, taxes, insurance maintenance,

and other charges) in any fiscal year of Borrower occurring during the term hereof in excess of the
amount set forth in Section 1 hereof.

(2 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
and/or 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:

. (@) Payment Default. Failure by Borrower to make ‘any éayment or investment
required to be made hereunder, under the Note, or under any other Loan Document when due.

) Represenfations and Warranties. Any representation or watranty 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. -
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(©) . Certain Affirmative Covenants. Failure by the Borrower to perform or
comply with any covenant set forth in Section 10 hereof (other than Subsections (jii), (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 Covenanfs and Agreements. | Borrower should fail to. perform or

. comply with any other covenant or agreement contained herein, mcludmg, without limitation, any

covenant excluded under Subsection © above.

(e) Cross-Default. Borrower should, after any apphcable grace period, breach
or be in default under the terms of any agreement (other than the Loan Documents) between
Borrower and Lender, including, without limitation, any other loan agreement, security agreement,
mortgage, deed to secure debt, or deed of trust.

@ 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.

(2 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 (i) such
judgments, decrees, and orders shall continue unsatisfied and in effect for a period of twenty (20)
consecutive days without being vacated, discharged, satisfied, or stayed pending appeal.

(h) Insolvency, 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 (i) 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, an'angement readjustment of debt, d;ssolutxon or liquidation law or statute of any
jurisdiction.

¢

@ Material Adverse Change. Any material adverse change occurs, as
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.

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: -

() 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 whlch are hereby expressly waived by Borrower. |

(b) Enforcement Lender may proceed to protect exercise, and enforce such

~ rights and remedies as may be provided by agreement or under 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 from time to time, and no failure on the part of Lender to
exetcise, 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 future 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
' possesswn or under its control

(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

in whatever order and manner as Lender shall inits sole discretion elect.

SECTION 13. SURVIVAL. The reﬁresentations 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, DISCHARGE, TERMINATICON, OR
WAIVER. The Loan Documents contain the entire understanding and agreement of Lender and
Borrower and supersede all prior representations, warranties, 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 defanlt 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. 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
a551gnment 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 nghts and
obligations under the Loan Documents in its absolute and sole discretion.

* SECTION 16. 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 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 described 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 17. AUTHORITY TO FILE NOTICES. Borrower irrevocably appoints
~ Lender as its attorney-in-fact, with full 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.

SECTION 18. 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 gavern 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 Agréement.

SECTION 20. 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 with copies of all documents which they may reasonably request in connection
with the Agreement. ,

SECTION 21. LENDER DETERMINATION OF FACTS. Lender shall at all times be

free 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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SECTION 22. INCORPORATION OF PREAMBLE, RECITALS 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 2
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 wntlng, such approvals shall be solely for the benefit of Borrower.

SECTION 24, SEVERABILITY If any provision of tlns Agreement is unenforceable,

the enforceability of the other prov1slons shall not be affected and they shall remain in full force and
effect ,

SECTION 25. CHOICE OF LAW AND 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, 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 STATE COURTS OF ARIZONA. :

SECTION 26. CAPTIONS Section captions used in this Agreement are for convenience
only, and shall not affect the construction of this Agreement, -

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 (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.

‘ SECTION 27. WAIVER OF JURY TRIAL BORROWER WAIVES AND, BY
|

SECTION 28. TIME OF THE ESSENCE.- Time is of the essence with regard to each
prov1s1on of this Agreement as to whlch time is a factor.

_ . 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 from time to time, by written notice served on the other, designate a dxfferent address
or a different attention person for service of demands and notlces

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. RESCISSION OR RETURN OF PAYMENTS. If at any time or ﬁ'om
 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.

, SECTION 32; 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 (mcludmg, without limitation, costs and expenses
of litigation and reasonable attorneys' fees) arising from 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 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

survive payment and performance of the Obligations and shall remain in full force and effect without
termination.

SECTION 33. WAIVER OF STATUTE OF LIMI_TATIONS. 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. In this Agreement the singular shall include
the plural and the masculine shall include the feminine and neuter genders, and vice versa.

SECTION 35. HEADINGS AND REFERENCES. The headings at the beginning of each
section of this Agreement are solely for convenience and are not part of this Agreement. Reference
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herein to a section, attachment, exhibit, or schedule is to the respective sectlon, attachment, exhibit,
or schedule herein or hereto, unless otherwme 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

constitute;one and the same document. Signature pages may be detached from the counterparts and
attached to a smgle copy of tlus document to physically form one document. T

SECTION 37. ARBITRATION. The parties hereto agree to use arbitration to the extent
reqmred by Sectxon 12-1518 of the Arizona Rev1sed Statutes, as amended

SECTION 38. NOTICE REGARDING A.R.S. § 38-511. To the extent apphcable by
provision of law, the partles acknowledge that this Agreement is subject to cancellation pursuant to
- AR.S. §38-511, 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 (complying with city/town requirements) on the project indicating its

* - providing of financing for the project, and Lender shall also have the right to pubhclze its financing
of the project as Lender may deem appropriate.

: ——DAIEDasofthedateﬁrstabovestated

MOHAWK WATER COMPANY, an Arizona
corporation

, ‘ Nam /.f esW Lﬁtle '
o , - Titlé: Prgsident .
! : o o

WATER  INFRASTRUCTURE  FINANCE

AUTHORITY OF ARIZONA
By: 05»4\_ 7 M
ecutive Director
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: EXHIBIT B
TO WIFA LOAN AGREEMENT

‘copy

For Period

COMPLIANCE CERTIFICATE

To induce The Water Infrastructure 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 furnished to WIFA. The undersigned certify that (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 unde‘r' the Loan Agreement.

period.
ileqixired
* DEBT SERVICE RESERVE, R s
DEBT SERVICE COVERAGE ~izoa0.

Net Income + Interest Expense + Depreciation

Annual Principal and Interest Payments

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

* Actual

MOHAWK WATER COMPANY
| T ; At

itle I
¢ ,//x/qc,;

Date



Schedule 1 to Loan Agreement AR

WIFA will apply eamings on Debt Service Reserve to Principal Repayment.

Closing Date...wr. 05/01/99
. ; .
First Payment Date ‘ 07/15/99 )
Financial Assistance Terms and Condxtmns .
Loan Amount ' . $157,350.00
Combined Interest and Fee Rate 5.430%
» Term : s . 20
- Payments..... . . Monthly
# of Payment Periods... 240
; . Monthly Debt Service Payments cesnsesasasarassessnnisasssss $1,076.18
J " Annual Payments........... .. $12,914.15
| Closing Fee (0.5% of Loan Amount) , $786.75
| .
L ~ Debt Service Reserve Fund Requirements . - : — ~
| ' Total Reserve Amount $12,914.15 - e
L SR Frequency of Reserve Deposits to WIFA Monthly : e
( Monthly Deposit $215.24 -
! Reserve Funded by (Date) e 15-Jun-2004
|
|

Minimum Monthly Payment

Prior to Debt Service Reserve Requirement .......c.uecessesse .$1,29141 *
Monthly Payment Allocations ‘ : '
: Monthly Reserve Fund Contribution.........cessereses $215.24
Monthly Combined Intérest & Fee Payment........ See Section 2: Monthly Calcularion #1
_ Monthly Principal Repayment ' See Section 2: Monthly Calculation #2
* WIFA will calculate the first payment due; mininum payment equals amount for Period 1.
Following Debt Service Reserve Requirement......cuceeecee $1,076.18
Monthly Payment Allocations R R
Monthly Réserve Fund Contribution.........fueee -$0.00
Monthly Combined Interest & Fee Payment..... .. See Section 2: Monthly Calculation #1
Monthly Principal Repayment... See Section 2: Momhly Calculation #2

Repair and Replacement Fund Requirement

Begin Funding on (Date)..... eevsversanesnseens 01-JAN-2005

Annual AMOUNL.....eerrererrerersenssens cossssssssssasmsnnnenssons $2,582.83
“Frequency of Fund Deposits......ccocevvimennrnncnne vereeeees Monthly

Monthly Deposit.....coueesencens reveerareesins setsearnnasees . $215.24

Date Printed: 04/22/99 Time Printed: 01:35:26 PM
GASHAREDDOWIFAPROJECTUCH _ANDUWOAN_MOHISCH_1.WB2




WIFA Monthly Calculations

#1 Monthly Combined Interest & Fee Payment =

Combmed Interest & Fee Rate * Prmczpal Outstandzng

#2: Monthly Principal Repayment =

Total Monthly Payment - Monthly Reserve Fund .D_e;ziosit -
* Month Combined Interest & Fee Payment

Pro;ect Cost Classnﬁcatxon . : _ 7 Amount
Budgeted
‘ a, Admmlstratlve, Legal Costs, Financial Advisor.. 5,000.00
S b. Land, Structure, Right-of-Way ' ; 0.00 -
_— " c. Design, Architectural, Engineering Fees ' - 20,000.00
: d. Construction/Improvement Costs ' o . 1131,563.25
e. Equipment/Materials i . "~ 0.00 -
f. Application Fees, Financing Costs Capitalized Interest....................... 786.75 .
g. Total Budgeted _ $157,350.00

Date | Amount

05/01/99, $786.75
-06/01/99 $70,414:13
07/01/99 $70,414.13

.~ 08/01/99 ' $15,735.00 Required 10% .S'et-Asxde
Total - $157,350.00

Dats Printed: 04/22/89 Time Printed: 01:35:27 PM
G\SHARED\DDOWIFAPROJECTWOH_ANDWLOAN_MOH\SCH_1.W82 *




: Payment
Period - Dates
1 07/15/9
2 08/15/99
3 09/15/99
4 10/15/99
5 11/15/99
6 12/15/99
7 01/15/2000
-8 .02/15/2000
"9 03/15/2000 -
10 04/15/2000
11 05/15/2000
12 06/15/2000
| 13 07/15/2000
14 08/15/2000
15 09/15/2000
16 10/15/2000
17 11/15/2000
18 12/15/2000
| 19 01/15/2001
.20 02/15/2001
[ 21 03/15/2001
| 22 04/15/2001
.23 05/15/2001
‘ 24 06/15/2001
25 07/15/2001
| .26 08/15/2001
1 27 09/15/2001
28 10/15/2001
29 - 11/15/2001
30 - 12/15/2001
31 . 01/15/2002
32 02/15/2002
33 . 03/15/2002
-34 04/15/2002
35 05/15/2002
36 06/15/2002
37 07/15/2002
38 08/15/2002
39 09/15/2002
40 10/15/2002

Minimum Total
Monthly Payment Monthly
Payment * Dates Payment
: 41 117152002 _ 1,291.41
"1,291.41 42 - 12/15/2002 1,291.41-
1,291.41 43 ~ 01/15/2003 1,291.41
1,291.41 44 02/15/2003. 1,291.41
1,291.41 45 03/15/2003 1,291.41
1,291.41 46 04/15/2003 1,291.41
1,291.41 47 05/15/2003 1,291.41
1,291.41 48 - 06/15/2003 1,291.41
1,291.41 49 07/15/2003 1,291.41
1,291.41 50 108/15/2003 1,291.41
1,291.41 51 09/15/2003 1,291.41
1,291.41 52 10/15/2003 1,291.41
1,291.41 53 + 11/15/2003 1,291.41
" 1,291.41 54 © 12/15/2003 - 1,29141
1,291.41 55 01/15/2004  1,291.4
1,291.41 56 02/15/2004 1,291.41
1,291.41 57 03/15/2004 1,291.41
1,291.41 58 - 04/15/2004 1,291.41
1,291.41 59 05/15/2004 1,291.41
1,291.41 60 06/15/2004 1,291.41
1,291.41 61 07/15/2004 1,076.18
- 1,291.41 62 - 08/15/2004 1,076.18 -
1,291.41 63 09/15/2004 1,076.18 -
1,291.41 64 10/15/2004 1,076.18
1,291.41 65 11/15/2004 1,076.18
1,291.41 66 12/15/2004 1,076.18
1,291.41 67 01/15/2005 1,076.18
1,291.41 68 02/15/2005 1,076.18°
1,291.41 69 03/15/2005 1,076.18
1,291.41 70 04/15/2005 1,076.18
1,291.41 .7 05/15/2005 1,076.18
.. 1,291.41 72 06/15/2005 1,076.18
1,291.41 73 07/15/2005 - 1,076.18
1,291.41 74 08/15/2005 1,076.18
1,291.41 75 09/15/2005 - 1,076.18
1,291.41 76 10/15/2005 1,076.18
1,291.41 77 - 11/15/2005 1,076.18
1,291.41 78 12/15/2005 1,076.18
1,291.41 79 ~ 01/15/2006 1,076.18
1,291.41 80 02/15/2006 1,076.18

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

. Date Printed: 04/22/99 Time Printed: 01:35:28 PM
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‘ ; ' Minimum ‘ : Total
‘ . Payment Monthly ~ Payment Monthly
‘ Period Dates Payment " Period Dates Payment
| 81 * 03/152006 . 1,076.18 121 . 077152009 1,076.18
| 82  04/15/2006 1,076.18 - 122 - 08/15/2009 1,076.18
| 83 05/15/2006 1,076.18 123 09/15/2009 1,076.18
84 06/15/2006 - 1,076.18 124 ~10/15/2009 1,076.18
85  07/15/2006 1,076.18 125 11/15/2009 1,076.18 .
86  08/152006 1,076.18 C126 12/15/2009 1,076.18
87  09/15/2006 1,076.18 127 01/15/2010 1,076.18
88 10/15/2006 - 1,076.18 128 02/15/2010 1,076.18
89 11/15/2006 1,076.18 129 03/15/2010 1,076.18
90 12/15/2006 . 1,076.18 130 04/15/2010 1,076.18
91  01/15/2007 1,076.18 131 05/15/2010 1,076.18
92 02/15/2007 - 1,076.18 132 06/15/2010 - 1,076.18
93 - 03/15/2007 1,076.18 | 133 07/15/2010 1,076.18
94 04/15/2007 1,076.18 134 . 08/15/2010 1,076.18
95 . 05/15/2007 1,076.18 - 135 09/15/2010 1,076.18
96  06/15/2007 ©1,076.18 136 10/15/2010 1,076.18
97 07/15/2007 1,076.18 137 . 11/15/2010 1,076.18 -
’ 98  08/15/2007 1,076.18 138 . 12/152010 1,076.18
99  09/15/2007 1,076.18 139 017152011  1,076.18 . F
100  10/15/2007 1,076.18 140 .. 02/15/2011 1,076.18 - :
101"  11/15/2007 1,076.18 141 " 03/15R2011 1,076.18
102 . 12/152007  1,076.18 142 © 04/15/2011 1,076.18
103 01/15/2008  1,076.18 143 05/15/2011 - 1,076.18
104  02/15/2008 1,076.18 144 06/15/2011 - 1,076.18
105  03/15/2008 1,076.18 - 145 07/15/2011 '1,076.18
106 - 04/15/2008 1,076.18 146 08/15/2011 ©1,076.18
107 05/15/2008 1,076.18 © 147 09/15/2011 1,076.18
108 06/15/2008 1,076.18 148 10/15/2011 1,076.18
109  07/15/2008 1,076.18 149 11/15/2011 1,076.18
i . 110 08/15/2008 1,076.18 150° 12/15/2011 1,076.18
| 111 09/15/2008 11,076.18 ‘151 01/15/2012 1,076.18
| 112~ 10/15/2008 1,076.18 152 02/15/2012 . 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 ‘1,076.18 155 05/15/2012- - - 1,076.18
116  02/15/2009 1,076.18 156 06/15/2012 1,076.18
117 © 03/15/2009 . 1;076.18 : 157 07152012  1,076.18
118 04/15/2009 1,076.18 158 '08/15/2012 1,076.18
119 05/15/2009 1,076.18 159 09/15/2012 1,076.18
120 06/15/2009 1,076.18 160 10/15/2012 1,076.18
HSHAREDOMIFA OO, ANDULOAN. MORSLH, W82




| Minimum Total
| Payment Monthly Payment " Monthly
Period Dates Payment Period Dates Payment
| ‘161 11/15/2012 1,076.18 201 03/15/2016 " 1,076.18
| - - 162 12/152012 1,076.18 202 - 04/1512016 "~ 1,076.18
g 163 01/15/2013 1,076.18 203 05/15/2016 1,076.18
‘ oot 164  02/15/2013 1,076.18 204 06/15/2016 - 1,076.18
165 03/15/2013 1,076.18 205 07/15/2016 1,076.18
166 - 04/15/2013 1,076.18 206 . 08/15/2016 1,076.18
’ 167  05/15/2013 1,076.18 207 09/15/2016 1,076.18
168 06/15/2013 1,076.18 208 10/15/2016 1,076.18
’ 169  07/15/2013 1,076.18 209 11/15/2016 1,076.18
170  08/15/2013 1,076.18 210 - 12/15/2016 1,076.18
' 171 09/15/2013 ~  1,076.18 211 01/15/2017 1,076.18
_ 172 10/15/2013 1,076.18 212 - 02/15/2017 1,076.18
173 11/15/2013 1,076.18 213 03/15/2017 1,076.18
| ‘ 174 12/15/2013 1,076.18 214 - 04/15/2017 1,076.18
o 175 01/15/2014 1,076.18 215 105/15/2017 1,076.18
} 176 02/15/2014 1,076.18 216 0671572017 1,076.18 .
. .- 177 03/15/2014 1,076.18 217 07/15/2017 1,076.18
o - - 178 04/15/2014 1,076.18 218 08/15/2017 1,076.18
179 05/15/2014 1,076.18 219 09/15/2017 1,076.18
180  06/15/2014 1,076.18 220, 10/15/2017 1,076.18
181 07/15/2014 1,076.18 221 11/15/2017 1,076.18.
’ - 182 08/15/2014 1,076.18 222 12/152017 1,076.18
183 09/15/2014 1,076.18 223 01/15/2018 1,076.18
’ 184 10/15/2014 1,076.18 224 02/15/2018 1,076.18
- 185 11/15/2014 1,076.18 225 03/15/2018 1,076.18
| ‘ 186 12/15/2014 1,076.18 - 226 04/15/2018 1,076.18
: ’ 187  01/15/2015 1,076.18 227 05/15/2018 1,076.18
! 188 02/15/2015 1,076.18 228 - 06/15/2018 1,076.18
189 03/15/2015 1,076.18 229 07/15/2018 1,076.18
190 04/15/2015 1,076.18 230 08/15/2018 1,076.18
191 05/15/2015 . 1,076.18 , . 231 09/15/2018 1,076.18
192 06/15/2015 1,076.18 232 10/15/2018 1,076.18
193 07/15/2015 1,076.18 233 11/15/2018 1,076.18
194 - 08/15/2015 - 1,076.18 234 12/15/2018 1,076.18
195 09/15/2015 - 1,076.18" 235 01/15/2019 1,076.18
196 10/15/2015 1,076.18 236 02/15/2019 1,076.18
197 11/15/2015 1,076.18 237 03/15/2019 1,076.18
198 12/15/2015 1,076.18 238 04/15/2019 1,076.18
199 01/15/2016 1,076.18 239 05/15/2019 1,076.18
200 02/15/2016 1,076.18 240 06/15/2019 1,076.18

Date Printad: 04/22/89 Time Printed: 01:35:20 PM
GASHARED\DOWIFAWPROJECTWOH_ANDILOAN,_ MOH\SCH_1.WB2




SCHEDULE 2
TO WIFA LOAN AGREEMENT

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

Non_e

Exceptlon(s) to Subsectxon 9(1‘) entitled “Environmental Comphance” (msert exceptmns
or “None™)

None

Exception(s) to Subsection 9(g) entitled “Litigation™: (insert exceptions or ‘None’3

None -

Exception(s) to Subsection 9(h) entitled “Title to Property”: (insert exceptions or “None™)

None

Exception(s) to Subsection 9(k) entitled “Subsidiaries™; (insert exceptions or “None”)

None

MOHAWK WATER COMPANY




OMISSORY NOTE,

$157,350.00 : , ' Phoenix, Arizona -
‘ . ' May 1, 1999

FOR VALUE RECEIVED MOHAWK WATER COMPANY ("Borrower"), promise
to pay to WATER INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA ("Lender") 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 43/100ths 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 speclﬁc 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 One Hundred Frfcy
Seven Thousand Three Hundred Fifty and No/100 Dollars ($157,350.00), such les n

PM—*ﬂammed in accordance with the Loan Agreement with respect to the Loan (as defined in the Loan

Agreement)

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. Barrower may prepay the Loan, in whole
or in part, at any time without premxum or penalty.

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 recelved by the holder hereof when
such payment is due, then, as additional remedies, (a) 4 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 from their due
date until paid at an annual rate equal to the sum of (i) six percent (6%) and (ii) the interest rate
speclfied herein, payable on demand (the "Default Rate")

This Note shall become nnmedxately 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 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
Borrower of any proceeding under any chapter of the Bankruptcy Code, or similar federal or state
statute, and whether incurred in connection with the mvolvement of any holder hereof as creditor
in such proceedings 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 exhaust its 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.

Notwithstanding any provision contained hetein 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 w111
be the maximum rate of interest allowed by applicable law.

MOHAWK WATER COMPANY, an Arizona

"Borrower"



ASH COLLATERAL AGREEMENT

This CASH COLLATERAL AGREEMENT is made as of May 1, 1999 between Mohawk

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 "Loan Agreement"), pursuant to which Lender has made available to Pledgor a loan
_of up to $157,350.00 (the " _m,.)

- B. Pursuant to the Loan Agreement, eertam funds are required to be deposited from time
to time by Pledgor in a Debt Service Reserve Fund administered by the Lender and ina 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 the Replacement Reserve Fund are referred to herein as the "Pledged Funds".

C. Pledgor and Lender desire to enter into this Cash Collateral Agreement to
Jhedeposuand holding of thePledged Funds. '

T S D. _The Loan Agreement this Cash Collateral Agreement and all other documents
- : secunng or otherwise relating to the Loan shall be referred to collectively in this Cash Collateral
'Agreement as the "Loan Documents". All capitalized terms used in this Cash Collateral Agreement

and not otherwise defined shall have the meanings given to such terms in the Loan Agreement.

|
|
|
|
|
|
|
| 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 eonsrderatron :
thereof, Pledgor and Lender agree as follows

1. Q____r;m_@ The following terms shall have the following meanings:

| . ! "Cash Qollat_e_rgl Agr_ggmem" means this Cash Collateral Agreement, as the same
- : may be amended, supplemented or otherwrse modified from time to time.

] "MW“ shall have the : meamng ascribed thereto in Section
‘ 2 hereof.: : ,

o "leigag'orlg" 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.

"Eledged Funds" shall mean as defined in the Recitals to this Agreement.

" eplacement Reserve Fund" shall have the meamng ascribed thereto in Section
2 hereof. 4

. 2. blishment of Debt Service Reserve Fund and Replacement R,
Fund. Pledgor and Lender agree that concurrently with the execution and delivery: of this Cash-
Collateral Agreement there is established 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, bargamed 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 Semce Reserve Fund -

- and the Replacement Reserve Fund.

. Terms and _(_;oﬁgitiong

(a) The Debt Service Reserve Fund 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 thereof. Pledgor's sole right with

respect to the Pledged Funds in the Debt Servme Reserve Fund shall be as provided herein and in
the Loan Agreement .

(b)  Ifno Event of Default, 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 from time to time may withdraw moneys from the Replacement Reserve Fund and apply
the moneys withdrawn for one or more of the followmg purposes: (i) for the acquisition of new, or
the replacement of obsolete or worn out, machinery, equipment, furniture, fixtures or other persona.l
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; (iii) for the acquisition or construction of additions to or improvements,
extensions or enlargements to, or ‘remodeling of, the Facility provided that the property is
depreciable; and/or (iv) to make payments to Lender on the Loan. | '




(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 anid 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) Lendershall have, with respect to the Pledged Funds, all rights and
remedies of a secured party under Article 9 of the Arizona Uniform Commercial Code and other
applicable laws.

5. Further Assurances, Pledgo.r will,v at any time and from ﬁme to tirne,
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.

6. o Liability for La ctions. Nelther Lender nor any of its officers,

td

. taken or omitted to be taken by any of them under or in connection with this Cash Collateral
- Agreement (except for gross negligence or willful misconduct).

7. ~ Notices. All notices, requests, demands or other communications to or
upon the partles hereto shall be deemed to have been giveti or made when mailed, delivered or
transmitted in accordance with the requirements of the Loan Documents.

8. - NoFailure, etc, No failure to exercise and no delay in exercising on the
part of Lender of any right, power or privilege hereunder shall operdte 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
cumula'uve and not exclusive of any rights.or remedxes provided by law.

9. Waiver: Amendments. None of the terms and provisions of this Cash

Collateral Agreement may be waived, altered, modxﬁed or amended except by an instrument in
wntmg 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:

ployees, agents, attorneys-in-fact or afﬁhate&shal%beﬁable{erﬂyactmmlawfuﬁy——

T
\




® - 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. '

(i) 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.'

(ili) No security agreement, ﬁnancmg statement, equivalent security or
lien instrument or contmuahon 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
m 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 agamst creditors of and purchasers from Pledgor.

(b) Without the prior written consent of Lender, Pledgor hereby
. 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, security interest, charge,.option or any other. encumbrance with

respect to any of the Pledged Funds, or any mterest therein, except for the secunty 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. 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 agreesto
pay all costs of Lender, including reasonable attorneys' ]’:‘ees, 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.




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 unenforceability without invalidating the remaining provisions hereof,

and any such prohibition or unenforceablhty in any jurisdiction shall not invalidate or render
unenforceable such provision in any other jurisdiction.

14. . Succéssots 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 a351gns

15, Igmun_aum; This Agreement shall terminate and, upon request of Pledgor,
all monies (if any) remaining 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 occurred: (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 further 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 physmally
. one document.

IN WITNESS WHEREOF, the parties, hereto have executed or caused this
mstrument to be duly executed and delivered as of the date first above wntten

Pledgor: M OUpNK- (NATEY. CD.

By 35#"

N/'xrne T s (W. CAiTTLE
itle; P,u,;

'Lender: 'WATER INFRASTRUCTURE FINANCE AUTHORITY
OF ARIZONA

o Gl #-Tuh

Charrman/Executlve Dlrector




¢ 8. This Financing Statement is signed by the Secured Party instead of the debtor to perfect or continue perfectlon ofa
S secunty interest in:

__coliateral already subject to a security interest in another Junsdlctlon when it was brought into thls 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 INl:-'RASTRUCTURE FINANCE AUTHORITY OF ARIZONA
By: |

Executive Director .

Signature of Debtor

MOHAWK WATER COMPANY an Arizona
s corpor jon

"""Na e/ Jajnes W. Litt/
Title: Pregident -

Benescm\PHX\615425.01
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., 8. This Financing Statement is sngned by the Secured Party instead of the debtor to perfect or continue perfec’uon ofa
~ security mterest in:

__collateral already subject to a security interest in another 1unsd|ctlon when it was brought into thls state.
proceeds of collateral because of a change in type or use.

__ collateral as to which the filing has lapsed or will lapse.

collateral acqulred after a change of name, |dent|ty 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 Arlzona

“ Tife: Pre ident

Benescm\PHX\615425.01




- LEGAL DESCRIPTION ' :




____highways, roads, pubhcgmunds,easementsand ohts-of-way and all rights incident thereto which we
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

BIT
COLLATERAL DESCRIPTION
All of Debtor’s present and future right, title, and interest in and to any and all of Debtor’s Fixtures,

Personal Property, General Intangibles, Accounts and Proceeds as defined below regardless of whether in the
possessmn of Debtor, a ballee, a warchouseman, or any other Person.

(@  the water ut111ty plants and systems of the Debtor, including, but not limited to, all water
works, generatlng 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™);

‘ .(b) all goods, (whether goods held for sale or returned or whether used in the business of the
Debtor or to be installed 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™);

(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,

v 21a11i00

equivalents, capital improvements project contracts, utility construction agreements with any governmental
authority, including municipal utility districts or other constitutional conservation districts created under Article III,
Section 52, or Article X VI, 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 systems 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, engmeermg contracts, and general intangibles

(including without limitation trademarks, trade names, 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 prov1d1ng for the purchase, lease, sale or assignment of ‘water or water

rights (the “General Intangibles”);

(d)  all accounts arising from or by virtue t;f 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 amounts 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 means (the “Accounts™);

Benescm\PHX\§15425.01




(& all depos1ts bank accounts, funds, instruments, notes or chattel paper of Borrower, including,
“without limitation cash or securities dep051ted pursuant to leases to secure performance by the tenants of their
obligations thereunder; and proceeds arising from 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™)

‘ (®  all of the following: (i) any lease or other right to use; (i) 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
refusal, other nght to acquire; or other interest or right (“Liens and Encumbrances”)

All other capltahzed terms used herein and not otherwse defined shall have the meanmgs set forth in the Uniform
.Commerclal Code in effect in the State of Arizona (A.R.S. §§ 47-1101 through 47-9507).

Benescw\PHX\§15425.01
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Exhibit 4 - List of Necessary Consents of Parties

1. Resolution(s) of the Copper Mountain Ranch Community Facilities District authorizing
~ acquisition of the Companies pursuant to the Assets Agreement.

2. Resolutions of Mohawk Water company and Anderson Bros. Farms, Inc. authorizirig the sale
of the assets of the corporations and execution of all documents by James W. Little, President

and Secretary.




o . 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 all of the shares, waived
notice of said meeﬁng, and the following Resolution was passed:
BE IT RESOLVED, that J ames W. Little as President and Secretazfy 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
full.

DATED this 25" day of September, 2001.

/7%/{/\

Taniks W. Little, PieSident

ATTEST:

ames W. Little, Secrétary




CORPORATE RESOLUTION

WHEREAS, Mohawk Water Company, at a Special Meeting held September 25,2001, with
James W. Little being present representing the ownership of all 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
Mohawk 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
full.

DATED this 25" day of September, 2001,

Jame$ W. Little/President

ATTEST:

X/«w%’wéé;

és W. Little, Sectt tary




‘ o o

RESOLUTION NO. 10

A RESOLUTION OF THE BOARD OF THE COPPER MOUNTAIN
RANCH COMMUNITY FACILITIES DISTRICT, CASA GRANDE,
ARIZONA, APPROVING THE TERMS AND CONDITIONS IN AN
AGREEMENT WITH MOHAWK WATER COMPANY AND ANDERSON
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 COMMUNITY
FACILITIES DISTRICT, CASA GRANDE ARIZONA THAT the Board authorize the following:

l. the acquisition of the Mohawk and Anderson Brothers water companies for the purchase
price of $987,000 adjusted by the following:

i Less any balance of the loans, outstanding at close of escrow, made to the
Companies by the Water Infrastructure Financing Authority (“WIFA”) which
loans shall be assumed by the Purchaser.

ii, " Less the payoff of any other liabilities, encumbrances, liens, or customer
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.

iii. = Less any taxes due at the time the corporate structure of the Companies is

disbanded whether before or after COE.

iv. Plus any material costs for construction, rehabilitation or mstallatlon of

equipment for the Mohawk Water Company well between April of 2001 and close of

escrow which decreased readings of NO; to Safe Water Act standards.

v.  Plus 20% of the sum of item , for labor of James W. Little.

2, expenditure of public ﬁmds in an “Amount not to exceed $800, 000 for acquxsmon of the
Mohawk and Anderson Brothers water companies and reasonable closing costs;

3.  expenditure of public funds in an amount not to exceed $25,000 annually for two years
“from the close of escrow for consulting services for James W. (Bill) Little; and

4. execution of the agreement and any documents necessary to carry out this purpose by the
City Manager. ‘ r




- ‘ ’

Section 2. Emergency Clause

WHEREAS, it is neéessary 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
effective immediately upon its passage and adoption ‘ o

_ PASSED AND ADOPTED by the Board of the Copper Mountain Ranch Community Facilities
District, Casa Grande, Arizona, this th _day of August 2001, | ‘

APPROVED this 8 day of 299t . 9001, by the affirmative vote of three-fourths of the
members of the Board of the Copper Mountain Ranch Community F(acilities District, Casa Grande, Arizona,

Mwﬂ

Chairman of the Copper Mountain Ranch CFD '

7 v
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RESOLUTION NO. 10.1

A RESOLUTION OF THE BOARD OF THE COPPER MOUNTAIN
RANCH COMMUNITY FACILITIES DISTRICT, CASA GRANDE,
ARIZONA, APPROVING THE TERMS AND CONDITIONS IN AN
AGREEMENT WITH MOHAWK WATER COMPANY AND ANDERSON
BROTHERS WATER COMPANY FOR THE ACQUISITION OF THE
ASSETS OF THE COMPANIES; AND EXPENDITURE OF PUBLIC
FUNDS IN AN AMOUNT NOT TO EXCEED $850,000 INCLUDING
REASONABLE CLOSING COSTS; AUTHORIZING EXECUTION OF
AN AGREEMENT; AND DECLARING AN EMERGENCY.

WHEREAS, there has been presented before the District board, a form of agreement (the “Asset
Purchase Agreement”) by and between the District and the Seller (as defined in the Purchase Agreement)
and the execution and performance of the such Purchase 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 F acilities District General Plan; and

WHEREAS, it appears to this District that the execution of the Purchase Agreement and the
acquisition of the companies (as defined in the Purchase Agreement) is necessary to further the goals and
purpose of the District in accordance with the Act and the District’s General Plan;

NO'WYTHEREFORE BE IT RESOLVED BY THE BOARD OF THE COPPER MOUNTAIN

'R‘ANCH 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 the form 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 eéxecution thereof by the District Administrator).

2. 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;

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 Resohmon shallbe
effective unmedlately upon its passage and adoption

c PASSED AND ADOPTED by the Board of the Copper Mountain Ranch Community Facilities
! District, Casa Grande, Arizona, this 4th day of Septenber2001.




APPROVED this 4th day of Seprtember, 2001, by the affirmative vote of three-fourths of the
members of the Board of the Copper Mountain Ranch Community Facjlifies District, Casa Grande, Arizona.

Chairman o the Copper Mountain Ranch CFD

ATTEST:

L2

7/

- District Clerk




Exhibit 5 - Registrations

Arizona Department of Environmental Quality Registration Numbers:

Mohawk: PWS 11-328
Anderson:  PWS 11-011

Arizona Department of Water Resources:

Mohéwk ,

Type: Municipal Frovider (GW Only)
#56-001328.0000

Well #1 | 55-620625.
Well #2 55-620625
Well#3  55-608903
Well#4  55-608904

Anderson ‘

Type: Municipal Provider (GW Only)
. #56-001303.0000
Well #1 55-087174
Arizona Department of Revenue |

Mohawk LD. #55-156
Anderspn 1D. #55-265

There are no registrations of the type described in 4:15(e) of the purchase and sale contract.




Exhibit 6 - Insurance




December'ZO, 2000

Anderson Bros. Mohawk Water
- Company, Inc.
‘498 E. 4th Street

ur
Insurame:md
Real Estate
Professionals
.. an Assurex Partner
719 L, Cotton.\voml Lane (85222

0. Box 15001 )
Casa Grande, AZ 85230-5001
(520) 836-7483

(520) 836-6681 FAX

CasaGrande AZ 85222
" RE: American States Insurance
Policy # 01CE3167244

Dear Bill'

Please ﬁnd enclosed your copy of the pollcy noted above It provides coverage for the period of
- 01/15/01 to 01/15/02.

B Please review the policy and note specific limits of liability and applicable deducﬁbles. If you
have any questtons or wish to make any changes, please glve usa call :

The pohcy has been 1ssued at an annual premium of $965 00 Our i invoice is enclosed

We are a full service agency and can provide you with competitlve quotes for auto, home, life
and health, and long term convalescent care products.

We appreciate your business

Sincerely,

o Fhavk 7
JR. McEvoy . ' .

THE MAHONEY GROUP :

enclosure




THE MAHONEY GROUP-CASA GRAR

P. O. Box 15001
Casa Grande, AZ 85230-5001
Phone : 520-836-7483 Fax : 520-836-6681

Anderson Bros. - Mohawk Water

Company, Inc.
498 E. 4th Street
Casa Grande, AZ 85222

778792 01/15/01 REN GL-S:

110752

AT
12/20/00

01CE3167244
OMPANY

American States Insurance

01/1s/01 ____ 01/15/02

i

01/02 Commercial Liability

~Invoice Balance:

_01/15/01 _

$
$

965,00
965,00




E SAFECCO . . AMERICAN STATES INSURANCE conuv ‘ . PAGE 1
. INDIANAPOLIS, INDIANA |
COMMERCIAL INSURANCE poucv -

MOHAWK WATER COMPANY | I RENEWAL DECLARATIONS ]

498 E 4TH ST :
; 9 CASA GRANDE, AZ 85222 POLICY NUMBER 01-CE-316724-4
s ADDRESS ' : RENEWAL OF 01-CE-316724-3 01-98
SEE NAMED INSURED EXTENSION AGENT  THE MAHONEY GROUP
o MME 719 EAST COTTONWOOD LANE
PoLICY PERIOD FROM 01-15-01 70 01-15-02 12:01 AM appRess  CASA GRANDE, AZ 85222

STANDARD TIME AT YOUR MAILING ADDRESS SHOWN ABOVE. :
S , 02-95564 - (520) 836-7483

THIS POLICY IS SUBJECT TO FINAL AUDIT.
TOTAL ESTIMATED ANNUAL PREMIUM o ‘
DUE ON EFFECTIVE DATE: o : B $965.00

IN RETURN FOR THE PAYMENT OF THE PREMIUM AND SUBJECT TO ALL THE TERMS OF THIS POLICY, WE AGREE WITH YOU
TO PROVIDE THE INSURANCE AS STATED IN THIS POLICY.

COMMERCIAL LIABILITY COVERAGE PART Y | 965.00

Ry , | 965.00

1385

/"‘-ﬂu\(ﬁ/\ /27 2oy
L
(DATE) ~AUTHORIZED REPRESENTATIVE)

9-CC(0887)

COMPANY USE ONLY




5§ saFeco . NAMED INSURED EXTENSION . PAGE 2
AMERICAN STATES INSURANCE COMPANY
INDIANAPOLIS, INDIANA

POLICY NUMBER: 01-CE-316724-4

The following Is a complete list of the named insureds:

MOHAWK WATER COMPANY -

ANDERSON BROS WATER COMPANY .
CASA GRANDE WEST WATER COMPANY
CASA GRANDE SOUTH WATER ‘
COMPANY

o
o
©
-

9-CC(0887)

COMPANY USE ONLY

neavenle S Y- RN oYY DREDADEN 49.44-NN




COMMERCIAL LIABILITY COVERAGE PART DECLAﬁATIONS Lo PAGE CG -LAST

NAMED INSURED: MOHAWK WATER COMPANY POLICY NUMBER: OI—CE 316724—4;
FORM OF BUSINESS: ORGANIZATION OTHER THAN A PARINERSHIP OR JOINT VENTURE

_ LIMITS OF INSURAN CE
COMHERCIAL GENERAL LIABILITY -

GENERAL AGGREGATE LIMIT (OTHER THAN PRODUCTS-COMPLETED OPERAIIONS) 500,000

PRODUCTS-COMPLETED OPERATIONS AGGREGATE LIMIT 500,000

PERSONAL AND ADVERTISING INJURY LIMIT 500,000

EACH OCCURRENCE LIMI ' 500,000

DAMAGE TO PREMISES REN{ED TO YOU (ANY ONE PREMISE) , 200,000

MEDICAL EXPENSE LIMIT (ANY ONE PERSON) - . ' 10,000
0 S YOU © 0 ;

1. 110 E 4TH ST
CASA GRANDE,AZ 85222

2. PETERS RD. S. OF CASA GRANDE
HWY; N 1 MI E. MONTGOMERY RD
CASA GRANDE AZ 85230

CODE | CLASSIFICATION-PREMIUM BASIS | EXPOSURE | RATE | PREMIUM

' COMMERCIAL GENERAL LIABILITY
OTHER THAN PRODUCTS-COMPLETED OPERATIONS

*% LOCATION §# 1 **
99943 |WATER COMPANIES .
- |PRODUCTS—-COMPLETED OPERATIONS ARE SUBJECT
TO THE GENERAL AGGREGATE LIMIT

PAYROLL (PER $1000 24,100 | 40.0510|% 965.00
COMMERCIAL LIABILITY TOTAL ~ e $  965.00

THE FOLLOWING FORMS CURRENTLY APPLY TO THIS COVERAGE PART:

" COMMON POLICY CONDITIONS

NUCLEAR ENERGY LIABILITY ENDTS
AMENDMENT OF INS. AGREE.-INJ. OR DAMAGE
COMMERCIAL GENERAL LIABILITY COVERAGE
.LIABILITY PLUS ENDORSEMNT

AZ CHANGES-CANCEL & NONRENEWAL
EXCL-PUBLIC UTILITIES-FAILURE TO SUPPLY
COMPANY COMMON POL CONDITIONS

HOW TO SAVE MONEY AT AUDIT

ASBESTOS EXCLUSION

EMPLOYMENT RELATED PRACTICES

~
=
-

et
[y
(==}
|
W
o
o
~J
[=-]
0
lllllllllll

| < CG2147(1093

9-cc(cG) (1298) DENVER (S) (ROLES) PREPARED 12-11-00 CMD40 SEQ.0001
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2. Verify that each subcontractor’s insurance Is “adequate.”
. 3. Certificates of insurance should be renewed before they expire.
* 4, Certificates should be retained for at least two years.

THIS 1S A NOTICE ONLY. THE FULL EXACT CONTRACT IS CONTAINED ONLY IN THE POLIGY.

F§ saFecoO POLICYHOLDER NOTICE

RE: Adequat-ely Insured Subcontractors

If you are & 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. lf your subcontractors carry
*adequate” insurance, the rate per $1,000 cost of such work s lower than the rate for inadequately insured: subcontractors.
If your subcontractors are madequately insured, or uninsured, we must classify and rate their work as if performed by your.
own employees. The resultant premlums may be substantially higher.

We will constder any subcontractor you hire to be “adequately lnsured“ if that subcontractor carries a limit of Iiablhty which
Is equal to yours or $100, 000 whichever is lower. :

At the time of premium audit, a company representative will request evldence 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 as evidence of liability insurance, They
may obtain these from thelr insurance agent. _ ‘

, You should monitor these certificates of insurance carefully.

1. Centificates of insurance should be In file for all subcontractors working for you.

If you have any questions about your policy or this notice, contact your agent.

Pana 1 nf1
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Various pravisions 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 wards "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

).

- Other words and phrases that appear ln -quotation marks

have spgclal meaning. Refer to DEFINITIONS (SECTION V).
SECTION | - COVERAGES

COVERAGE A. BODILY INJURY AND PROPERTY 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”" aor “property
-damage" to which this insurance does not apply.
We may, at our discretion, investigate any

“occurrence™ and settle any claim or "sui” that.

may result. But:

_ (1) The amount we wilI pay for damages Is
limted as described in  LIMITS OF
INSURANCE (SECTION 1l1); and

(2) Our right and duty to defend end when we
have used up the applicable fimit 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 sewices is covered unless
explicitly provided for under SUPPLEMENTARY
PAYMENTS - COVERAGES A AND B.

b. This insurance applies to "bodily iniury“ and

“property damage” only if.-

(1) The "bodily injury" 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.

- P ae e e e taas Aflan leae dnnd ~e

COMMERCIAL GENERAL LIABILITY .-
COVERAGE FORM

qualifying as such under WHO IS AN INSURED (SECTION

€G 00 01 01 86

- CdMMERClAL GENERAL LIABILITY
S COVERAGE FORM

c. Damages because of "bodlly injury" include
damages claimed by any person or ‘organization
for care, ioss of services or death resulting at any
time from the "bodily injury”.

2. Excluslons.

This Insurance does not apply to:
a. Expected or Intended Injury

“"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

- “Bodlly Injury* or "property damage" for which
the insured is obilgated to pay . ddmages 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 "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 '

(h) such attorney fees and litigation
expenses are for defense of that party
against a civil or aiternative dispute
resolution  proceeding in  which
damages to which this Insurance
applies are alleged.

¢. Liguor 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

persen under the legal drinking age or under
the influence of alcohol; or

-4 At an




(3) Any statute, ordinance or regulation relating
to the sale, gitt, 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.
Workers Compensation and Similar Laws
Any obligation of the insured under a workers
compensation, disability benefits or

unemployment compensation law or any similar
law,

Employer's Liability

" “Bodily Injury” to:
(1) An “"employee" of the Insured arising out of.

and In the course of:

.(a) Employment by the insured; or
(b) Performing duties related to the
conduct of the insured’s business; or

(2) The spouse, child, parent, brother ar sister

of that “employee” as a consequence of-

- paragraph (1) above.
This exclusion applies:

(1) Whether the insured may be liable as an
employer or in any other capacity; and

(2) To any obiigation to share damages with or

repay someone else who must pay damages
because of the injury.

This exclusion does not apply to liability assumed

" by the insured under an “insured contract”.

Pollution _ ;

(1) "Bodily injury" or “"propety = damage"
arising out of the actual, alleged or
threatened discharge, dispersal, seepage,
migration, release or escape of pollutants:

(a) At or from any premises, site or
location which is or was at any time

owned or occupied by, or rented or

loaned to, any insured;

“(b) At or from any premises, site or

location which Is or was at any time
used by or for any insured or others for
the handling, storage, disposal,
processing or treatment of waste;

(¢) Which are or wers at any time

. transported, handled, stored, treated,
disposed of, or processed as waste by
or for any insured or any person ar
organization for whom you may be
legally responsible; or

- Sl emase o~ AANI [ 2

€G.00010196

COMMERCIAL GENERAL LIABILITY
COVERAGE FORM

(d) 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:

() 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

@if) if the- operations are to test for
monitor, clean up, remove,
contain,  treat, detoxify or
‘neutralize, or in any way respond

to, or assess the effects of

poliutants.

Subparagraph (d)(I) does not apply to
“podily Injury" or “property damage”
arising out of the escape of fuels, lubricants
or other operating flulds which are needed

. to perform the

or mechanical functions necessary for the
operation of "mobile equipment” or its

parts, if such fuels, Wbricants or other ;-
operating flulds escape from a vehicle part

designed to hold, store or receive them. This
exception does not apply if the fuels,
lubricants or other operating fluids are
intentionally  discharged, - dispersed or
released, or if such fuels, lubricants or other
operating flulds are brought on or to the
- premises, site or location with the intent to
be discharged, dispersed or released as part
of the operations being performed by such
insured, contractor or subcontractor.

‘Subparagraphs (a) and {d)(i) do not apply
to “bodily Injury* or “property damage"
arising out of heat, smoke or fumes from a
hostile fire.

As used in this exclusion, a hostile fire
means one which becomes uncontrollable
or breaks qut from where it was intended to
be.

(2) Any loss, cost, or expense arising out of
any:

- (a) Request, demand or order that any
insured or others test for, monitar,
clean up, remove, contain, treat,
detoxify or neutralize, or in any way
respond to, or assess the effect of
pollutants; or

1900V
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(b) Claim or sult 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 solid, 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 unloading".

This exclusion does not apply to:
(1) 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
property for a charge;

- (3) Parking an "auto" on, or on the ways next

B
L

to, premises you own or rent, provided the
"auto” Is not owned by or rented or loaned
to you or the insured;

(4) Liability assumed 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 £.(3)
of the definition of “mobile equipment”.

Mobhile Equipment

"Bodily Iniury“ or "property damage" arising out
of

(1) The transportation of “mabile 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 for, or while being prepared for,
any prearranged racing, speed, demolition,
or stunting activity.
War

“Bodily injury” or "property damage” due to war,
whether or not declared, or any act or condition

e deted bnasssnman Qavainan Nffiaa Ina 1004 noo.
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. CbMMERClAL GENERAL LIABILITY
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: | _

(1) Property you awn, 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
contral of the insured;

(6) 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 If -

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

“~. do not apply to liability assumed under a

sidetrack agreement.

Paragraph (6) of this exclusion does not apply to
“property damage" included in  the
“products-completed operations hazard®.
Damage to Your Product

“Property damage" to “your product" arising out
of it or any part of it.

Damage to Your Work

“Property damage” 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
wark or the work out of which the damage arises
was performed on your behalf by a
subcontractor. ‘

Damage to lmpalred Propetty or Property Nut
Physically Injured

“Property damage" to “ lmpalred property" or

property that has not been physically injured,
arising out of: .

(1) A defect, deficiency, inadequacy or

dangerous condition in “your product” or
"your work”; or



(2) A delay or failure by you or anyone acting
on your behalf to perform a contract or
agreernent in accordance with its terms.

This exclusion does not apply to the loss of use
of other property arising out of sudden and
accidental physical injury to "your product” or
"your work" after it has been put to its intended

- Use.

Recall of Products, Work or Impaired Property

Damages claimed for any loss, cost or expense
incurred by you or others for the loss of use,
withdrawal, recall, inspection, repair, replacement,

- adjustment, removal or disposal of:
(1) "Your product”;

(2) "Your work"; or

(3) "Impaired property”;

if such' product, work, or property is withdrawn
or recalled from the market or from use by any
person or organization because of a:known or
suspected defect, deficiency, inadequacy or

| CG-00 010196
COMMERCIAL GENERAL L!ABlLlfY

COVERAGE FORM ¢

No other obligation or liability to pay sums or
perform acts or services is covered unless
explicitly provided for under SUPPLEMENTARY
PAYMENTS - COVERAGES A AND B,

This Insurance applies to:

(1) “Personal Injury" caused by an offense

arising out of your business, excluding
advertising,  publishing, broadcasting or
telecasting done by or for you;
(2) "Advertising Injury" caused by an offense
. committed in the course of advertising your
goods, products or services;

but only if the offense was committed in the
“coverage territory" during the policy perlod

2. Exclusions.
This Insurance does not apply to:

“Personal injury"* or “advertising injury"

{1) Avising out of oral or written publication of
material, if done by or at the direction of the
insured with knowledge of its falsity;

dangerous condition.in &, - —

Bxclusions ¢. through n. do not apply to damage by
" -fire to premises while rented to you or temporarily
occupied by you with permission of the owner. A
separate limit of insurance applies to this coverage as
described in LIMITS OF INSURANCE (Section ).

COVERAGf B. PERSONAL AND ADVERTISING INJURY
_LIABILITY

1. Insuring Agreement.

We will pay those sums that the lnsured becomes
legally obligated to pay as damages because of
“personal injury” ar "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

no duty to defend the insured against any "suit*

seeking damages for “personal injury* or
"advertising Injury” to which this insurance does
not apply. We may, at our discretion, investigate
any "occurrence” or offense and settle any clalm
or “suit" that may result. But:

(1) The amount we will pay for damages Is
limited as described In LIMITS OF
INSURANCE (SECTION 1t); 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.

:*(8) For which the insured has assumed fiabiity

C.

(2) Arising out of oral or written publication of
material whose first publication took place
before the beginning of the policy period;

(3) Arsing out of the willful violation of a penal
statute or ordinance committed by or with
the consent of the Insured;

in a contract or agreement. This exclusion

does not apply to liability for damages that

the Insured would have in the absence of the
* - contract or agreement; or _

(6) Arsing out of the actual, alleged or
threatened discharge, dispersal, seepage,
migration, release or escape of pollutants at
any time.

"'Advertlsing injury” aris!ng out of;

(1) Breach of contract,” other than

misappropriation of advertising ideas under

- an implied contract;

(2) The failure of goods, products or services to
conform with advertised qualty or
performance,

(3) The wrong description of the price of goods,
praducts or services, or

(4) "An offense committed by an Insured whose
business is advertising, broadcasting,
publishing or telecasting.

Any loss, cost or expense arising out of any:

(1) Request, demand or order that any Insured
or others test for, monitor, clean up, remave,

e,
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contain, treat, detoxify or neutralize, or in

o

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

up, removing,  confaining, - treating,
detoxifying or neutralizing, or in any way
responding to, or assessing the effects of
pollutants.

Pollutants means any solld, liquid, gaseous or thermal
iritant or contaminant, including smoke, vapor, soot,
fumes, aclds, alkalls, chemicals and waste. Waste
Includes materlals to be recyc!ed recondltxoned or
reclaimed.

COVERAGE C. MEDICAL PAYMENTS

|
} ~ because of testing for, monitoring, cleaning
!

1. insuring Agreement.

a.  We will pay medical expenses as described below

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-

(3) Because of your operations.

pravided that:

. {1) The accident 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) The injured person submits to examination,
at our expense, by physicians 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:

(1) First aid administered at the time of an
accident;

(2) Necessary medical, surgical, x-ray and
dental services, including prosthetic devices;
and

(3) Necessary ambulance, hospital, professional
nursing and funeral services.

2.  Exclusions.
We will not pay expenses far "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.

s
~”
-
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¢. To a person injured on that part of premises you
own or rent that the person normally occuples.

d. To a person, whether or not an "employee" of
any insured, if benefits for the "badily injury” are
payable or must be provided under a workers
compensation or disabliity benefits law or a
similar law.

e. To a person Injured while taking part in athletics.

L. Included within - the “products-completed
operations hazard".

g. Excluded under Coverage A.

h. Due to war, whether or not declared, or any act

- aor condition incident to war. War includes civil

. war, insurrection, rebellion or revolution,

SUPPLEMENTARY PAYMENTS - COVERAGES A AND B |

We will pay, with respect to any claim we investigate or
settle, or any “euit" against an insured we defend: ’

1. All expenses we ncur.
2. Up to $250 for cast 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
Caverage applies. We do not have to fumish these
bonds.
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. All-reasonable expenses incurred by the insured at our
request to assist us in the investigation or defense of
the claim or "suit”, Including actual loss of eamings
up to $250 a day because of time off from waric.

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 limit of insurance, we will not pay
any prejudgment interest based on that period of time
after the offer.

L

7. All interest on the full amount of any judgment that

accrues aiter entry of the judgment and before we
have paid, offered to pay, or deposited in court the
part of the judgment that Is wuthln the applicable fimit
of insurance.

These payments will not reduce the limits of insurance.

If we defend an Insured against a “suit* and an indemnitee
of the insured Is also named as a party to the “suit", we
wil defend that indemnitee if all of the following canditions -
are met:

a. The "suit” against the indemnitee seeks damages
for which the insured has assumed the Habiiity
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of the indemnnitee in a contract or agreement that
Is an "insured contract";

b. This Insurance applies to such llabllxty assumed
by the insured;

¢. 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 lnformatton‘

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;

e. 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
t  The indemnitee:
(1) agrees in writing to:
(a) cooperate with us in the Investigation,
settiement or defense of the "suit”,
— {b) immediately send us coples of any
demands, notices, summonses or legal
papers received. in connection with the
(1] SUi n; : '
(¢c) notfy any other Insurer whose
© coverage is available to the lndemnitee.
and
(d) cooperate with us with respect to

coordinating other applicable insurance -

avallable to the indemnitee; and
{2) provides us with written authorization to:

(a) obtain records and other information
related to the “suit”; and-

(b) conduct and contral the defense of the
indemnitee In such “suit”.

So long as the above conditions are met, attomeys
feas incurred by us in the defense of that indemnitee,
necessary litigation expenses incurred by us and
necessary litigation expenses incurred by the
indemnitee at our request will be paid as
Supplementary  Payments. ~ Notwithstanding the
provisions of paragraph 2.b.(2) of COVERAGE A -
BODILY INJURY AND PROPERTY DAMAGE LIABILITY
(Section | - Coverages), such payments will not be
deemed to be damages for “bodily injury" and
“property damage” and will not reduce the limits of
insurance.

Our obligation to defend an Insured's indemnitee and
to pay for attorneys fees and necessary litigation
expenses as Supplementary Payments ends when:

Ao nlunn Niflan las aAas
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a. We have used up the applicable limit 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 £ above,
are no longer met.

SECTION Il - WHO 1S AN INSURED

If you are designated in the Declarations as:

a. An individual, 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 liabllity 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 managers.

[ YOy JFN L.}

d. An organization other than a partnership, joint
venture or limited liability company, you are an

insured.  Your “executive officers” and directors " .

are insureds, but only with respect to their duties

as your officers or directors. Your stockholders
. .. Are also Insureds, but only with respect to thenr
-+ liabillty as stockholders.

2. Each of the following Is also an Insured:

a. Your “employees", other than either your
“executive officers” (if you are an. organization
other than a partnership, joint venture or limited
fiability company) or your managers (if you are a
limited liability company), but only for acts within
the scope of their employment by you or while

performing dutles related to the conduct of your

business. However, none of these "employees“
is an insured for: -~
(1) "Bodily injury" or “personal in]ury'
(a) To you, to your partners or members
(if you are a partnership or joint
‘venture), to your members (if you are
a limited liability company), or to a
co-"employee” while that
co-"employee" is either in the course
- of his or her employment or performing
guties related to the conduct of your
- business;

(b) To the spouse, child, parent, brother or
sister of that co-“employee" as a
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consequence of paragraph (1)(@)

ahove;

(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.

(2) “Property damage” to property:

(a) Owned, occupled or used by,

(b) Rented to, in the cdre, custody or
control of, ‘or over which physical
control s being exercised for any
purpose by, - B

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).
b. Any person (other than your "employee"), or any

organization while acting as your real estate
manager.

. ¢ -Any person or organization having proper

temporary custody of your property it you die, but
only:

(1) With respect to liability arising out of the
- maintenance or use of that property; and
(2) Untit your legal representative has been
appointed. :

d. Your iegal representative if you die, but only with
respect to duties as such. That representative will
have all your rights and duties under this
Coverage Part.

With respect to "mobile equipment" registered in your
name under any motor vehicle registration law, any
person is an insured while driving such equipment
along 2 public highway with your permission. Any
other person or- organization responsible for the

conduct of such person is also an insured, but only .~

with respect to liability arising out of the operation of
the equipment, and only if no other insurance of any
kind is avallable to that person or organization for this
liability. However, no person or organization is an
insured with respect to:

a. "Bodily injury" to a co- "employee" of the person
driving the equipment; or

h. “Property damage" to property owned by, rented
to, in the charge of or occupied by you or the
employer of any person who is an insured under
this provision.
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4. Any organization vou newly acquire or form, other than
a partnership, joint venture or limited liability company,
and over which you maintain ownership or ma}ority
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
until 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

¢. Coverage B 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, Joint venture or
limited liability company that Is not shown as a Named
Insured in the Declarations.

SECTION Il - LIMITS OF INSURANGE

1. The Limits of insurance shown in the Declarations and
the rules below fix the most we will pay regardless of
< *the number of:
@ Insureds;
h. Claims made or "suits" brought; or
¢. Persons or organizations making claims or
bringing "sults".

- 2. .The General Aggregate Limit is the most we will pay
for the sum of:-

a. Medical expenses under Coverage C,

b. Damages under Goverage A, except damages
because of “bodily injury" or “property damage"
included in the “products-completed Operatlons
hazard"; and

¢. Damages under Coverage B.

‘3. The Products-Completed Operations Aggregate Limit
is the mast we will pay under Coverage A for damages
because of “bodily injury" and “property damage"
included In the “products-completed operations
hazard",

4. Subject to 2. above, the Personal and Advertising -
Injury Limit is the most we will pay under Coverage B
for the sum of all damages because of all "personal
injury" and all “advertising injury” sustained by any
one person or organization.

-~
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Subject to 2. or 3. above, whichever applies, the Each-

Occurrence. lelt is the most we will pay for the sum
of.

a. Damages under Coverage A; and
b. Medical expenses under Coverage C

because of all "bodily injury" and “property damage"”
arising out of any one “occurrence”.

Subject to 5. 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 occupled by you with permission of the
owner, arising out of any one fire. . .

Subject to 5. above, the Medical Expense Limit Is the
most we will pay under Coverage C for all medical
expenses because of “bodlly inlury" sustained by any
one person.

The Lirmts of Insurance of this Coverage Part apply
separately to each conisecutive annual period and to any
remaining period of less than 12 months, starting with the

beginning of the policy period shown In the Declarations,
~unless—thepoticy-perlod-s-extended

after

additional period of less than 12 months. In that case, the

- -additional perlod- will be deemed part of the last preceding -

period for purposes of determining the Limits of Insurance.

'SECTION IV - COMMERCIAL GENEHAL'

LIABILITY CONDITIONS

1.

Bankruptoy. .

Bankruptey or lnsolvency of the Insured or of the

insured's estate will not relieve us of our obligations

under this Coverage Part.

Duties In The Event of Occurrence, Difense, Claim

Or Suit.

2. 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:

(1) How, when and where the “accurrence” or
offense took place; '

(2) The names arid addresses of any injured
persons and witnesses; and

(3) The nature and location of any injury or
damage arising out of the "occurrence” or
offense.

b. 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.

GG 00 01 0196
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You must see to it that we receive written notice

of the claim or “suit” as soon as practicable.
¢ You and any other involved Insured must:

(1) Immediately send us copies of any
demands, notices, summonses or legal
papers received in connection with the claim

‘ or L] su] "o

(2) Authorlze us to obtain records and other

~ information; :

(3) Cooperate with us in the lnvestigatlon or

. settlement of the claim or defense against
_ the "suit"; and

(4) Assist us, upon our request, in the
enforcement of any right against any person
or organization which may be liable to the
insured because of Injury or damage to

* which this insurance may also apply.

XA No insured wili, except at that Insured's own cost,

voluntarily make a payment, assume any
obligation, or incur any expense, other than for
first aid, without our consent.

No person or organizatlon has a 'right under this "

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 Coverage Part unless all of its
" "terms have been fully complied with.

A person or organization may sue us to recover on an
agreed settlement or on a final judgment against an

~ insured obtained after an actual trial; but we will not

be liable for damages that are not payable under the
terms of this Coverage Part or that are in excess of the
applicable limit of insurance. An agreed seftlement
means a settlement and release of liabllity signed by
us, the insured and the clalmant or the claimant’s legal
representative.

Other Insurance.

If other valid and collectible Insurance Is available to

-, the insured for a loss we cover under Caverages A or

B of this Coverage Part, our obllgations are |im|ted as
follows:

a. Primary Insurance

This Insurance Is primary except when b. below
applies. If this Insurance is primary, our
abligations 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. FPExcess Insurance

3
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5.

This Insuranca is - excess over any of the other
Insurance, whether primary, excess, contingent
or on any other basis:

(1) That is Fire, Extended Coverage, Builder's
Risk, Installation Risk or simllar 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) f the loss arises out of the maintenance or
use of aircraft, “autos” or watercraft to the
extent not subject to Exclusion g of
Coverage A (Section 1).

"~ When this Insurance s excess, we will have no

duty under Coverages A or B to defend the.

insured against any “suit" if any other Insurer
has a duty to defend the insured against that
“suit". If no other insurer defends, we will
undertake to do- so, but we will be entitled to the
Insured's rights agalnst all those other insurers.

When this insurance Is excess over other
insurance, we will pay only our share of the
amount of the loss, if any, that exceeds the sum
of
(1) The total amount that all such other
insurance - would pay for the loss In the
" absence - of this insurance; and

- (2) The total of all deductible and self-insured

amounts under all that other insurance.

We will share the remaining loss, if any, with any
other insurance that is not described in this
Excess Insurance provision and was not bought
specifically to apply in excess of the Limits of
Insurance shown. in the Declarations of this
Caoverage Part.

¢. Method of Sharing

If all of the other insurance permits contribution
by equal shares, we will follow this method also.
Under this approach each Insurer contributes
equal amounts until it has paid its applicable limit
of insurance or none of the loss remains,
whichever comes first.

I 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 apphcable limits of
insurance of all insurers.

Premium Audit.

a.  We will campute all premiums for thlS Coverage
Past in accordance with our rules. and rates.
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b. Premium shown in this Coverage Part as advance
premium is a deposit premium only. At the closa
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 perlod Is greater than the
eamed premium, we will return the excess to the
first Named Insured.

c. The first Named Insured must keep records of the
information we need for premium computation,
and send us copies at such times ‘88 we may

, request.

6. Representations.

By accepting this policy, you agree:

3. The statements In the Declarations are accurate
and complete;

b. Those statements are based upon representations

~ you made to us; and

¢.  We have Issued this policy in reliance upon your
representations.

7. Separation 0f Insureds.

Except with respect to the Limits of Insurance, and any
rights or duties specifically assigned in this Coverage
Part to the. first Named Insured, this insurance
applies:

o Asf each Named Insured were the only Named
- Insured; and

b. Separately to each insured agalnst whorn claim
Is made or “suit" is brought.

3 Transfer ot Rights 0f Recovery Agalnst Others To -

Us.

If the insured has rights to recover all or part of any
payment we have made under this Coverage Par,
those rights are transferred to us. The insured must
do nothing aiter loss to impair them. At our request,
the insured will bring “suit” or transfer those rights to
us and help us enforce them,

9. When We Do Not Renew.

~ If we decide not to.renew this Coverage Part, we will

"+ mail or deliver 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 1s malled, proof of malling will be suificient
proof of notice.

 SECTION V - nenmnows

1. "Advertising injury" means injury arising out of one
or more of 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,

" progucts or services; :
b.  Oral or written pubhcation of materia! that vxolates
- a person’s right of privacy;

¢ Misappropriation of advertising ideas or style of

doing business; or

‘d. Infringement of copyright, title or slogan.

“Auto” means a fand motor wvehicle, traller or
semitraller designed for travel on public roads,
including any attached machinery or equipment. But
"auto” does not include “mobile equiprent”.

“Bodily injury" means bodily injury, sickness or
disease sustained by a person, Including death

resulting from any of these at any time.
“Goverage territory” means:

a. The United States of America (including its
territories and possessions), Puerto Rico and
Canada;

b, international waters or airspace, provided the
injury or damage does not occur In the course
of travel or transportation to or from any place

.. notinciuded in a. above; or

¢ Al 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
I In the territory described in a. above,
but is away for a short time on your
business; and

(2) The insured's responsibllity to pay damages
Is determined in a “suit® on the merits, in
the territory described in a. above or in a
settlement we agree to.

"Employee” includes a “leased worker". “Employee"
does not include a "temporary worker".

“Executive officer” means a person holding any of the
officer positions created by your charter, constitution,
by-laws or any other similar goveming document.
“Impaired property” means tangible property, other

than "your product” or "your work”, that cannot be -

used or is less useful because:

‘a. It incorporates “vyour product” or “your work"

that Is known or thought to be defective, deficient,
inadequate or dangerous; or :

b. - You have falled to fulfill the terms of a contract
or agreement; ‘

if such property can be restored to use by:

nF

Dana 40 Af 49

-

CG.00 010196

COMMERCIAL GENERAL LIABILITY
COVERAGE FORM

“a. The repar, replacement, adjustment or removal

of "your product” or "your wark"; or
b. Your fulfiling the terms of the contract or
agreement.

“Insured cantract" means:

a. A contract for a lease of premises. However, that
portion of the contract for a lease of premises
that indemnifles 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";

- A sidetrack agreement;

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 municlpality, except in connection

with work for & municipality;

An elevator maintenance agreement; ,

That part of any other contract or agreement

pertain!ng to your business (including an

municipality in_connection

with work performed for a municipality) under

- .which you assume the tort fiabifity of another | .

~party to pay for “bodily injury" or "property
damage" to a third person or organization. Tort
... Jiability 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

contract ar agreement:

(1) That indemnifies a railroad for “bodily
injury” or “property damage" arising out of
construction ar demolition operations, within
50 feet of any railroad property and affecting
any rallcoad bridge or trestle, tracks,
road-beds, tunnel, underpass or crossing;

(2) That indemnifies 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 .

() 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,
enginger or surveyor, assumes fiability for
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10.

1,
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an injury or damage arising out of the
insured’s rendering or failure to render
professional services, including those listed
in (2) above and supervisory, Inspection,
~ architectural ar engineering activities.

“Leased worker" means a person leased to you by a
labor leasing 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",

“Loading or unloading“ means the handling of
property.

~a. After it Is moved from the place where it Is-

. accepted for movement into or onto an aircratt,
watercraft or “autg"”;

b. While it is In or on an- aircraft watercraft or

“auto"; or

¢. While it is belng moved from an alrcraft
watercraft or “auto” to the place where it-is finally
delivered;

but “loading or unloading" does not Include the
movement of property by means of a mechanical
device, other than a hand truck, that is not attached to

“-. the aircraft, watercraft or "auto”.
“Moblle equipment” means any of the following types.

of land vehicles, Including any attached machinery or

equlpment

a. Bulldozers, farm machinery, forkhfts and nther
vehicles designed for use principally off public
roads;

h. Vehicles malntained for use solely on or next to
premises you own or rent;

. €. Vehicles that travel on crawler treads;

d. Vehicles, whether self-propelled  or- not,
maintained primarily to provide mobilty to
permanently mounted:

(1) Power cranes, shovels, loaders, diggers or
drills; or _

(2) Road construction or resurfacing equipment
such as graders, scrapers or rollers;

8. Vehicles not described in a., b, c. or d. above
that are nat self-propefied and are maintained
primarily to provide mobility to . permanently
attached equipment of the following types:

(1) Air compressors, pumps and generators,
including spraying, welding, building
cleaning, geophysical exploration, lighting
and well servicing equipment; or

(2) Cherry pickers and similar devices used to
raise or lower workers;

12. “Occurrence“

13.
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f.  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 wil
be considered “autos":

(1) Equipment designed primarily for:
- (a) Snow remaoval; . _n
(b) Road  maintenance, but  not
. construction or resurfacing; or
(c) Street cleaning.

(2) Chemy pickers and similar devices mounted
on automobile or truck chassis and used to
" raise or lower warkers; and
(3) Air compressors, pumps and generators,
- including - spraying, welding, building
‘cleaning, geophysical exploration, lighting
and well servicing equipment,

means an  accident, including
continuous or repeated exposure to substantially the
same general harmful conditions.

“Personal injury" means injury, other than “bodily
injury”, arising out of one or more of the following
offenses:

_.8. False arrest, detention ar lrnpnsonment
b Malicious prosecution;
‘e.  The wrongful eviction from, wrongful entry into,

or Invasion of the right of private accupancy of a
room, dwelling or premises that a person
occupies by or on behalf of its owner, landlord
or lessor;

d. Oral or written publication of material that
slanders or libels a person: or organization or
disparages a person’s or organization's goods,
products ar services; or

e.  Oral or written publication of material that vIolates
a person's right of privacy.

_ 14, "Products-completed operations hazard":

’
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a. Includes all “bodily Injury" and “property
damage” occutring away from premises you own
or rent and arising out of “your product" or

_ “your work" except:

(1) Products that are stil in your physical
possession; or

(2) Work that has not yet been completed or
abandoned. However, “your work" will be
deemed completed at the earliest of the
following times:




16.

16.
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(a) When all of the work called for In your
contract has been completed.

(b) When all of the work to be done at the

Job site has been completed if your

contract calls for work at more than -

one job site.

When that part of the work done at a
job site has been put to its Intended
use by any person or organization other
than = another  contractor  or
subcontractor working on ‘the same
project.

Work that may need service; malntenance,
correction, repair or replacement, but which
is otherwise complete, will be treated as
completed.

b. Does not include “"bodily injury" ar “property
damage" arising out of:

(1) The transportation of property, unless the
injury or damage arises out of a condition in

(c)

or on a vehicle not owned or operated by

you, and that condition was
“joading or unloading” of that vehicle by

any insured;
(2) The wexstence of tools, uninstalled
equipment or abandoned or

materials; or
Products or operations for which the
classification, listed in the Declarations or in
a policy schedule, states
products-completed operations are subject
to the General Aggregate Limit.

“Property damage” means:

a. Physical Injury to tangible property, including all
resulting loss of use of that property. All such
loss of use shall be deemed to occur at the time
of the physical injury that caused It; or

b. Loss of use of tangible property that Is not

"(3)

physically Injured. All such loss of use shall be

deemed to occur at the time of the "occurrence"
that caused k.

"Sult" means a civil proceedlng in which damages
because of “bodily injury”, “property damage”,
“persanal Injury” or “advertising injury” to which this
insurance applies are alleged. "Suit" includes:

unused-

that ;

- CG.00 010196
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COVERAGE FORM

- @ . An arbitration proceeding in which such damages

~b. Any other

17.

18.

19,
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are claimed and to which the insured must
submit or does submit with our consent; or
alternative  dispute  resolution
proceeding in which such damages are claimed
and to which the Insured submits with qur
consent.

“Temporary worker" means a person who Is furnished

.to you to substitute for a permanent “employee" on

leave or to meet seasonal or short-term workload

conditions.

"Your product" means:

a. Any goods or products, other than real property,
manufactured, sold, handled, dnstrlbuted or
disposed of by:

(1) You;

(2) Others trading under your name; or

(3) A person or organization whose business or
assets you have acquired; and

b. Containers (other than vehicles), materials, parts ‘

or equipment fumished In connection with such

“Your product” includes:

a. Warranties or representations made at any time

with respect to the fitness, quality, durability,
.. berformance or use of "your product”; and

b. i:The providing of or failure to provide wamings or
Instructions.

"Your product” does not Include vending machines
or other property rented to or located for the use of
others but not sold.

"Your work" means:

a. Workor operaﬂons pcrformed by you or on your

behalf; and

b. Materials, parts or equipment fumnished in

“connection with such work or operations.
“Your work" includes:

a. Wamanties or representations made at any time
with respect to the fitness, quality, durability,
performance or use of “your work”; and

b. The providing of ar failure to prowde warnings or
instructions.

4974V
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This endorsenent modifies insurance provided under the following:

THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY.

F§ SAFECO  AMENDMENT OF INSURING AGREEMENT -
KNOWN INJURY OR DAMAGE

CG 0057 09 99
COMMERGIAL GENERAL LIABILITY

COMMERCIAL GENERAL LIABILITY COVERAGE PART (OCCURRENCE VERSION)

Paragraph 1. Insuring Agreement of Section | Coverage A

- Bodily Injury And Property Damage liahility replaced by
the following:

1. Insuring Agreement

We will pay those sums that the insured becomes
legally abligated to pay as damages because of
“bodily injury" or “property damage" to which

“: this Insurance applies. We will have the right and
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duty to defend the insured against any "sult"
seeking those damages. However, we will have

. -no duty to defend the insured against any "suit"-

“seeking damagas for "bodily injury™ or "property
damage" to whicn 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 1l - 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 abligation or liability to pay sums or
perform acts or. services is covered unless

~ explicitly provided for under Supplementary

Payments - Coverage A and B.

This Insurance applies to “bodily imury" and

“property damage™ anly if.

(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 perlod; and
(3) Prior to the policy period, no insured listed
under Paragraph 1. of Section Il - Who Is
An Insured and no "employee" authorized
by you to give or receive notice of an

Dana 1 Af 4
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“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.
“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 H - 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.
“Bodily injury" or “property damage" will be

:: deemned to have been known to have occurred at

the earliest time when any insured listed under

Paragraph 1. of Section Il - 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 damage"; or

(3) Becomes aware by any other means that
"bodily Injury" or “property damage" has
occurred or has begun to occur.

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”.




THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT GAREFULLY.

EMPLOYMENT-RELATED PRACTICES
EXCLUSION

This endorsement modifies insurance provided under the following:

F=§ saFECO

COMMERCIAL GENERAL LIABILITY COVERAGE PART

A. The following exclusion is added to paragraph 2.,

Exclusions of COVERAGE-A - BODILY INJURY AND
PROPERTY DAMAGE LIABILITY (Section I -
Coverages):

This insurance does not apply to:
1. “Bodily injury" to:
a. A nperson arising out of any: ..

(1) Refusal to employ that person;
(2) Termination . of that  person's
employment; or

(3) Employment-related practices, pollcies,
acts or omissions, such as coercion,
demoticn, evaluation, reassignment,
discipline, defamation, harassment,
humiliation or discrimination directed
at that person; or

CG 21471093
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B. The following exclusion Is added to paragraph 2.,

Exclusions of COVERAGE B - PERSONAL AND
ADVERTISING INJURY LIABILITY (Section 1| -
Coverages): :
This insurance does not apply to:
1. "Personal injury” to:

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 "bodily
injury” -to that person at whom any of the
employment-related practices described in
paragraphs (1), (2) or (3) above is directed.

This exclusion applies:

a. Whether the Insured may be llable 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.
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b.. The spouse child, parent, brother or sister

~of that person as a consequence of .~ o
“personal injury" to that person at whom -

any of the employment-related practices
described in paragraphs. (1), (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.

anvew
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THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY.

Fs§ saFeco EXCLUSION - FAILURE TO SUPPLY €6 2250 11 89
COMMERCIAL GENERA'L LIABILITY

‘This endorsement modifies insurance provided under the following:

COMMERCIAL GENERAL LlAiBlLlTY COVERAGE PART

This Insurance does not apply to "bodﬂy iniury' or "property damage" arising out of the faxlure of any insured to adequately
supply gas, oil, water, electricity or steam.

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 Services Office, Inc., 1984, 1988

THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY

a SAFECO _ EXCLUSION - ASBESTDS | CG 86 13 05 93
 COMMERCIAL GENERAL LIABILITY

This endorsement modifles 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, dlstnbutlon dlsposal existence, use of or exposure to asbestos,
asbestos dust, asbestos fibers or asbestos products.

We will not have the duty to defend any such claim or “sult"

CG 86 13 06 98




THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY.

P safeco LIABILITY PLUS ENDORSEMENT G 76 36 09 00
' COMMERCIAL GENERAL LIABILITY

This endorsemént 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 of equipment leased to you by such person
: _____ The following paragraph is added to WHO. IS AN INSURED or organization, subject to the following
3 (Section 1) -additional provisions:

(@) This insurance does not apply to any
“occurrence™ which takes place after
the equipment lease expires;

- B.. Any person or organization shown in the schedule or
: for whom you are required by wiitten contract,

agreement or permit to provide Insurance is an (b) This insurance does not apply to
insured, subject to the following additional provisions: e “bodily injury" or “property damage"
a.  The contract, agreement or permit must be in L arising out of the sole negligence of
| A effect during the policy period shown in the such person or organization;
- Declarations, and must have been executed prior (4) Permits Issued by any State or political

to the “bodily injury,” “property damage," subdivision 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 o the following additional provision:
by this endorsement is an insured only to the — ol 4 Wi
extent you are held liable due to: , This insurance does not apply to "bodily

injury,” “property damage,” “personal
(1) The ownership, maintenance or use of that injury,” or “advertising Injury* arising out
part of premises you own, rent, lease or

of operations performed for the state or
occupy, Subject to the following additional municipality.
provisions: o

c. The insurance with respect to any architect,

(a) This insurance does not apply to any engineer, o surveyor added as an insured by this

- "occurrence” which takes place after ' endorsement does not apply to “bodily injury,”

. you lcease to be a. tenant in any “propeny damagel" “persona! lniury." 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 ‘

o 4 services by or for you, including:
or demolition operations performed by

1317

. (1) The preparing, approving, or failing to
or on ﬂbeha(;tj (?f the , pers;_n or prepare  or approve maps, drawings,
o L organization acced as an instred; : opinions, reports, surveys, change orders,
£ (2) Your ongoing operations for that Insured, designs or specifications; and
whether the worl is perfl)!’med by you or for (2) S(Jperwsory' mspecuon or engineering
you,

services.
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" d. This insurance does not apply td "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 caverage 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 NON-DWNED AIRCRAFT
LIABILITY

Exclusion g. of COVERAGE A (Section Nis replaced by the .

following:

g. “Bodily Injury" or “property damage™ arising out
of the ownership, maintenance, use or
entrustment to- others of any alrcraft, “auto™ or
watercraft owned or operated by or rented or
loaned to any insured. Use includes operation
and "loading or unloading."

This exclusion does not apply to:

(1) A watercraft 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;

{(4) Liability assumed under any "lnsured
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 £.(2) or £.(3)

of the definition of “mobile equipment.”
(6) An aircrait you do not own provided It is not
operated by any insured.

TENANTS’ PROPERTY DAMAGE LIABILITY

When a Fire Damage Limit is shown in the Declarations the
following changes are made:

1. The last paragraph of COVERAGE A (Section ) is
replaced by the following:
Exclusions ¢. through e. and exclusions g. through n.
do not apply to your liability for “property damage” to

P Ll o T e
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premises while rented to you or temporarily occupled i

by you with permission of the owner.  The following

additional exclusions apply dnly to such "property
damage:”

T?ls insurance does not apply to llablllty arising out
0

0. Mechanical breakdown, or by rupture of or
bursting caused by centrifugal force.

~ p. Explosion of steam boilers, steam pipes, steam_

turbines or steam engines.

g Activities of any insured which are not connected

with the business of any insured.

~ A separate limit of Insurance applies to this coverage
and is described as the Fire Damage Limit in LlMlTs
OF INSURANCE (Section 11).
2. Paragraph &. of LIMITS OF INSURANCE (Sectlon i)
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

_Tented to you, or ternporarily occupied by you
with permission of the owner, arising out of any
one “occurrence.”

The Fire Damage Limit is the higher of $200,000
or the amount shown In the Declarations as Fire

Damage Limit.

3. Paragraph 4.b.(2) of COMMERCIAL GENERAL

LIABILITY CONDITIONS (Section 1V) is replaced by the
following:

(2) That is Fire, Explosion or “property damage"
insurance for premises rented to you or
_temporarily occupied. by you with permission of
- the owner; or

4. Paragraph 8.a. of DEFlNlTlONS (Sectlon V) is replaced -

by the following:

a. A contract for g lease of prernises. 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

temnporarily occupied by you with permission of

© . the owner Is not an “insured contract,”

WHO IS AN INSURED - MANAGERS

The following is added to Paragraph 2.a. of WHO IS AN
INSURED (Section Nl):

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
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| * COMMERCIAL GENERAL LIABILITY
a. Paragraph 2. of SUPPLEMENTARY PAYMENTS - control of, or over which physical control is bemg

COVERAGES A AND B Is replaced by the following: exercised for any purpose by:

2. Up to $2,000 for cost of bail bonds required (1) A co-volunteer or your employee; or
because of accidents or traffic law violations (2) You, any of your “employees", any partner
arising out of the use of any vehicle to which the ' or member (if you are a partnership or joint
Bodily Injury Liability Coverage applies. We do venture), or any member (if you are a limited -
not have to fumish these bonds. . liability company).

EMPLOYEES AS INSUREDS - HEALTH CARE SERVICES 2 E’;ct'g:";g“ 5 ‘;mgf COVERAGE C (Section 1) Is replaced |
Provision 2.a.(1) d. of WHO 1S AN INSURED ({Section 1) is ' A
deleted, unless excluded by separate endarsement, ' ‘ :gtas;‘;": ‘??;d's?:@pzrﬂfhnéf igxor::;:tg? ae
EXTENDED ~COVERAGE FOR NEWLY ~ACQUIRED . ' B P R
gm?:? :l: N:f WHO IS AN INSURED (Section 1) ls INCREASED MEDICAL EXPENSE LIwIT

replaced by the followin o The_ medical expense limit is amended to $10,000.

o KNOWLEDGE OF OCCURRENCE
a. Coverage under this provision Is afforded only

" The following Is added to Paragraph 2. Duties In The Event

until the end of the policy period. Of Occurrence, Offense, Claim Or Suit of COMMERCIAL
EXTENDED "PROPERTY DAMAGE" ‘;fg‘;::‘;;;g“:ﬂ;gygﬂofs (Isfction v): L
nce,” claim or “sut™ by your

z:éusion a. of COVERAGE A. (Section 1) is amended to agent, servant or employee shall not in itself constitute

~a “Bodiy ln]ury" or "property damage“ emmhwved

2™ .- ‘intended from the standpoint of the Insured. This  Servant or employee. \

S exclusi?& %oes not apph{ﬂ to ;;god"x;h injury" o; UNINTENTIONAL FAILURE TO DISCLOSE ALL HAZARDS
“property damage” resuling from the use of  po yiawing Is added to Paragraph 6. Representations of
reasonable force to protect persons or property. - COMMERCIAL GENERAL LIABILITY CONDITIONS (Secton

ADDITIONAL INSURED - VOLUNTEERS - W) -

_ If you unintentionally fail to disclose any hazards existing
1. WHO IS AN INSURED (Section Il) Is amended to

! at the inception date of your policy, we will not deny
include as insureds any persans who are volunteer - coverage under this Coverage Form because of such failure.
workers for you, but only while acting at the direction*  However, this provision does not affect our right to collect
of, and within the -scope of their duties for you.

additional premium or exercise our right of cancellation or
However, no volunteers are insureds for:

non-renewal,
a. "Bodlly Injury" to:

(1) Co-volunteers or | ii ' LIBERALIZATION GLAUSE
o-volunteers or your employees arising ou The folowing paragragh s added 1o COMMERCIAL
gf' and in the course of their duties for you, GENERAL LIABILITY CONDITIONS (Sacton IV):

) You, any of your "employees,” any partner 10, If a revision to this Coverage Pat, which would
~or member (if you are a partnership or joint - provide more coverage with no additional premium,
venture), or any member (if you are a limited ‘ becomes effective during the policy period in the state

|

- — knowledge of the named Insured unless an officer of the
|

|

1am

llability company). - : shown in the Declarations, your —policy Wil
b. “Property damage" to property owned, occupied - automatically provide this additional coverage on the
or used by, rented to, in the care, custody, or effective date of the revision.
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All coverage Parts included in this pol_icy are subject to the following conditions.

A,
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_Cancellation

1. The first Named Insured shown - in the
Declarations may cancel this palicy by mailing or
delivering to us advance written notice of
cancellation.

2. We may cancel this policy by mamng or
delivering to the first Named Insured wrltten
notice of canceliation at least:

a. 10 days before the effective date of

cancellation if we cancel for nonpayment of

‘ premium; or
. b. 30 days. before the effectlve date of
) ‘cancellation if we cancel for any other
: reason.
d.  We will mail or deliver-our notice to the first
Named Insured's last mailing address known to
us.

-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 first

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.
Changes

This policy contains all the agreements between you '

and us concerning the insurance afforded. The first ~ F

Named Insured shown in the Declarations s

‘authorized to make changes in the terms of this policy

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.
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
policy period and up to three years afterward.
Inspections And Surveys
1. We have the right to: '

a. Make inspections and surveys at any time;

b. Give you reports on the conditions we find; -

-and

¢. Recommend change‘s.

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:
a. Are safe or healthful; or
~b. Comply with laws, regulations, codes or
" . standards.

3. Paragraphs 1. and 2. of this condition apply not
only to us, but also to any rating, advisory, rate
servide or similar organization which makes
insurance inspections, surveys, reports or
recommendations. *

4. Paragraph 2. of this condition does not apply to

any Inspections, surveys, repots  or
recommendations we may make relative to
certification, under state or municipal statutes,
ordinances or regulations, of boilers, pressure
vessels or elevators.

E ~“Premiums
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The first Named Insured shown In the Declarations:

1. Is responsible for the payment of all premiums,
- and

2. Wil be the payee for any retumn premiums we

pay.
Transfer Of Your Rights And Duties Under Thls
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
property.
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This endorsement modifies insurance provided under the following:

1.

THIS ENDORSEMENT CHANGES THE POLICY PLEASE READ it CAREFULLY

NUCLEAR ENERGY LIABILITY . lLoo211104

EXCLUSION ENDORSEMENT
(Broad Form)

BUSINESSOWNERS POLICY
COMMERCIAL AUTO COVERAGE PART

~ COMMERCIAL GENERAL LIABILITY COVERAGE PART -

FARM COVERAGE PART

PRODUCTS/COMPLETED 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

The Insurance does not apply:

A. Under any Liabilitv Coverage, to "bodlly In]ury"
or “property damage:"
(1) With respect to which an "insured” under
_the policy Is also an insured under a nuclear

(1) The "nuclear material"* (a) is at any "nuclear
facility" owned by, or operated by or on
behalf of, an “insured" or (b) has been
discharged or dispersed therefrom;

(2) The “nuclear material” Is contained in

“energy - fiabllity policy Issued by Nuclear
Energy Liability Insurance Association,
Mutual Atomic Energy Liability Underwriters,
Nuclear Insurance 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 of -

. liability; or

(2) Resulting from the "hazardous propenles"
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

by the United States of America, or any

agency thereof, with any person or -

organization.

B. Under any Medical Payments coverage. to
. 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.
€. Under any Liability Coverage, to “bodily injury"
or "property damage" resulting from “hazardous
properties” of “nuclear material,” if:

LAl e Allan s A0ONR [, P
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"spent fuel” or “waste™ at any time
possessed, handled, used, processed,

stored, transported or disposed of, by or on 3

behalf of an “insured;” or
(3) The “bodily Injury" 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 s

located within the United States of America,
its territories or possessions or Canada, this
exclusion (3) applies only to “property
damage" to such “nuclear facillty‘ and any
property thereat.

As used In this endorsement:

- “Hazardous properties” includes radioactive, toxic or

explosive properties.

-~ "Nuclear material* means "source material," “Special

- nuclear material" or “by-product material.”

“Source material," “special nuclear material," and
"by-praduct 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, sofid or fiquid, which has been used or
exposed to radiation In a "nuclear reactor.”

anwme
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“Waste" means any waste material (s) containing’

"by-product material" other than the tailings or wastes
produced by the extraction or concentration of
uranium or tharium 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 reactor;"
(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;"
(c) 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

~IL 002111 94

premises where such equipment or device ‘Is
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 all
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.

. 3"Prqperty damage” Includes all forms of radioactive
* contamination of property.
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THIS ENDORSEMENT CHANGES THE POLICY PLEASE READ IT GAREFULLY

ﬁ SAFECO ARIZONA CHANGES . IL 02 53 07 89
CANCELLATION AND NONRENEWAL i

This endorsement modifies insurance provided under the following:

BOILER AND MACHINERY COVERAGE PART
BUSINESSOWNERS POLICY

- COMMERCIAL CRIME COVERAGE PART” ‘
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
PRODUCTS/COMPLETED OPERATIONS. LIABILITY COVERAGE PART

*This endorsement does not apply to coverage provided for employee dishonesty (Coverage Form A) or public employee
dishonesty (Coverage Forms O and P).

A. The following |s added to the CANCELLATION | If we cancel this policy based on one or more of

Common Policy Condition (and applies except In the above reasons, we will mail by certified mail
situations where B., belnw, applies): to the first Named Insured, and mall to the agent,
7. Cancellation Of Policies In Effect For 60 Days Or if any, written notice of cancellation stating the -

More reasons for cancellation. We will mail this notice:

If this policy has been in effect for 60 days or W the last malling addresses known to US, at

more, or if this policy Is a renewal of a policy we least: R

~ _Issued, we may cancel this policy only for one a. 10 days before the effective date of S
or more of the following reasons: T - cancellation if we cancel for nonpayment of

a. Nonpayment of premium; : premium. - ,

b. Your conviction of a crime arising out of ... b 60 days before the effective date of

~ acts increasing the hazard insured against; : ;‘; cancellation if we cancel for any of the other

¢. Acts or omissions by you or your reasons.

- representative constituting fraud or material B. If the Commercial 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 clalm under this policy; : residential purposes -and consist of one through.

d. Substantial change in the risk assumed, four dwelling units; and/or N
except to the extent that we should have 2. personal property (except business or farm g
‘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 initlated :

or is a renewal of a policy we issued, we may cancel
only for one or more of the following reasons:
a. Nonpayment of premium;

by our reinsurer or reinsurers;
g. Determination by the Director of Insurance

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. ¢. Acts or omisslons by you or your

solvency; or

h. Acts or omissions by you or your
representative which materially Increase the
hazard insured against.

representative constituting fraud or material
misrepresentation in obtaining the policy,
continuing the policy, or presenting a claim ¢
under the policy; ~

Copyright, Insurance Services Office, Inc., 1989,
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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;

f. 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 _

g. 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
cancellation, to the first Named Insured. We will
mail this notice to the last malling address known
to us, at least:

(1) 10 days before the effective date of
canceliation - if we cancel - for
nonpayment of pramium.

(2) 30 days before the effective date of
cancellation, if we cancel for any of the
other reasons.

C. The following Is added and supersedes any provision

to the contrary (and applies except in situations where
D., below, applies):

MONRENEWAL

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, Iif any, written notice -of
nonrenewal. We will mail this notice to the last
malling addresses known to us at least 60 days
prior to the expiration of this policy.

1L'02 68 07 89

2. If noticé is- méﬂed proof of mailing will be |
sufficlent 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,
ar ‘
b. You have obtained replacement coverage or
agreed in writing to do so.
If the Commercial Property Coverage Part ar the Farm
,Property Coverage Form provides coverage for:
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 perlod. Proof of malling will bev
sufficient proof of notice.

2. If either one of the following occurs, we are not
required to provide notice of nonrenewal:

~ &  you have agreed to nonrenewal; or

b. you have accepted replacement coverage.

| 3 I 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.

Copyright Insurance Services Omce, Inc., 1989
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P=I SsAFECO  cOMPANY COMMON POLICY CONDITIONS. ~ IL72010382

This policy consists of:

Common Pollcy Declaratinns which include your name and mailing address, the policy penod premnum Informatlon and
coverage part(s) included.

Common Policy Conditions.

. Cove_rage parts consist of one or more of the following:

Commercial Property

Commercial Liability
*.Commercial Inland Marine
- Commercial Crime/Bonds

Commercial Automobile

Businessowners

Boller and Machinary

Workers’ Compensation.

Each of the coverage _parfs consist of.

One or more coverage forms
One or more coverage part conditions’
Applicable endorsements.

If you have any questions, please contact your'agent listed on the Common.Policy Declarations.

4901V

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. )

»

Fortnsy @ Porse et braln

Secreiary ~ ‘ President

AMERICAN STATES INSURANGE COMPANIES'
500 North Meridian Streat
Indlanapolis, Indiana 46204-1275

M In N4 N1 09 Onna 4 ot 4




o
~
-

F3 sAFECO  yOTICE TO POLICYHOLDERS - S i

(12-93)

BROADENINGS, RESTRICTIONS AND -
- CLARIFICATIONS OF COVERAGE

This notice has been prepared in conjunction with the impiementation 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.
BHOADEN!NGS OF COVERAGE

CG 00 01 -- Commercial General Liability coverage Form (Occurrence Verslon)

CG 00 02 - Commercial General Liability Coverage Form (Claims-Made Version)

CG 00 08 -- Owners and Contractors Protective Liability Coverage Form

CG 00 33 -- Liquor Liability Coverage Form (Occurrence Version) }

CG 00 34 - Liquor Liability Coverage Form (Claims-Made Version)

CG 00 37 -- Products/Completed Operations Liability Coverage Form (Occurrence Version)
CG 00 38 -- Products/Completed Operations Liability Coverage Form (Claims-Made Version)
CG 00 39 -~ Pollution Liability Coverage Form (Deslgnated Sites)

CG 00 40 -- Pollution Liability Limited Coverage Form (Deslgnated Sites)

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 llability 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 labor leasing 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 Form (Occurrence. Version)

CG 00-02 -- Commercial General Llability Coverage Form (Claims-Made Version)

CG 00 37 -- Products/Completed Operations Liability Coverage Form (Occurrence Version)
CG 00 38 -- Products/Completed 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 caverage 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 rallroad property and affecting such property.

CG 00 39 - Pollution Liability Coverage Form (Designated Sites)

CG 00 40 - Pollution Liability Limited Coverage Form (Deslgnated Sites)
CG 03 00 - Deductible Liability Insurance

CG 03 05 -- Deductible Liability Insurance

CG 28 33 -- Voluntary Clean-Up Costs Reimbursement

’

There s 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 rewsed endorsement only damages will be reduced by

the deductible.
CG 20 23 -- Additional Insured -- Executors, Administrators, Trustees or Beneﬁciaries

This endorsement now provides coverage to executors, edminlstrators. trustees or beneficiaries of an insured’s living trust
while acting within the scope of thelr duties as such. Previously, coverage applied only to the estate.
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CG 22 66 - Optical and Hearing Ald Establishments

Coverage in this endorsement is broadened to provide that employees of optical and hearing aid establishments will be
covered for their liabliity arising out of rendering or failure to render professuonal health care services wrth respect to
optometry or optical or hearing aid servrces

CG 22 69 -- Druggists

Coverage in this endorsement is broadened to provide that employees of druggists will be covered. for their liability arising
out of rendering or failure to render professional health care services as pharmacists. -

€G 24 17 Contractual Liablity - Railroads

This new endorsement Is optional. it amends paragraph c. of the definition of “insured contract” and deletes the exception
for construction or demolition operatlons within 50 feet of a railroad to provrde contractual liability coverage under the
contractor's CGL policy. ' .

RESTRICTIONS IN COVERAGE

CG 20 21 -- Additional Insured -- \Iolunteers '
GG 20 22 -- Additional Insured -- Church Members, Otﬁcers and Volunteer Worlers

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

__Insured's partners and members.

6-2978

CG 21 47 - Emplovment-nelated Practices Exeluslon

The personat injury excluslon in this endarsement will now apply 1) when the insured may be liable as an employer orinany ~ - )

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. dlrected because of "bodlly injury" and “personal Injury®. "% :

CG 22 73 -- Exclusion -- Oil or Gas Producting Operations

This revised exclusion endorsement now applies to locations on which any insured, rather than any Named -Insured, Is
_perfarming operatrons This tracks with current wording in the CGL.

CG 28 07 Principals Protective Liabillty Caverage .

The pollution exclusion is revised in several respects, particularly with regard to property owned or accupied 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 AND OTHER EDITORIAL REVISIONS -~ COVERAGE FORMS

All General Liability coverage forms contain minor editorial revisror\e to provtde 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 (Oceurrenoe Version)
CG 00 02 -- Commercial General Liabllity Coverage Form (Clalms-Made Version)

The Coverage A - Bodily Injury and Property Damage Liability exclusions under Section | now contain titles to provide
for easier reading.

The mobile equipment exclusion is revised to clarify that Hability arising from mablle equipment which Is not being
raced, but being used to prepare for prearranged racing events is covered. Coverage is still excluded for moblie
equipment engaging ar preparing to engage In these events.
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The Fire Damage Legal Liabllity 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 “administersd."
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 thers 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 title in the DUTIES IN THE EVENT OF OCCURRENCE, CLAIM OR SUIT will now Include the term "OFFENSE" 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 thxs coverage form is edltorially revised to
clarify the language.

The exceptions in the "insured contract" definition are reformatted and numbered in order to provide for easler reading.
The DEFINITIONS Section has been revised to add “executive officer and "temporary worker* definitions.

ce un 09 -- Owners And Contractors Protective Liability Coverage Form -- Coverage For Operations Of -Designated
Contractor

_The exclusions under Section | now contaln 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 equipment exclusion s revised to clarify that liability arising from maobile equ:pment used to prepare for
prearranged racing events is covered. Coverage is still excluded for mobile equipment engagxng or preparing to engage
in these events.

The WHO IS AN INSURED provision Is revised to clarify that if the Named Insureg: 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 officer” and "temporary worker" deﬂnitions.

GG 00 33 -- Liquor Liahility Coverage Form (Oceurrence Version) - .
CG 0D 34 Liquor Liability Coverage Form (Claims-Made \Iersion)

The exclusions under Section | 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 "injury” to partners or members. This provision is also revised to clarify that there is
no coverage for praperty in the cdre, custody or control of the Named insured. In addition, this provision is reformatted
to provide for easier reading.

The EXTENDED REPORTING PERIOD provision ln the claims-made version of this coverage form Is editorially revised to
clarify the language.

The DEFINITIONS Section has been revised to add “executive ofﬂcez" and “temporary worker" definitions.
€G 00 35 -- Rallroad Protective Liability .coverage Form

. The exclusions under Section 1 now contain titles to provide for easier reading.
The DEFINITIONS Section has been revised to add an “exectitive officer” definition.

CG 00 37 - Products/Completed Operations Liability Cnverage Form (Occurrence Version)
CG 00 38 - Pruductslcompleted Operatlons Liability Coverage Form (Claims-Made Version)

The exclusions under Section | now contain tites to provide for easier reading. ‘
The WHO 18 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 |nsured In addltlon this provision is
reformatted to provide for easier reading.

The EXTENDED REPORTING PERIOD prowslon in the claims-made version of this coverage form is editorlally 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 warker” definitions.

CG 00 39 -- Pollution Liability Coverage Form (Designated Sites)
GG 00 40 -- Poliution Liability Limited Coverage Form (Deslgnated Sites)

The exclusions under Section | now contain titles to provrde 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 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 provisron Is
reformatted to provide for easler 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 ofﬂcer" and "temporary worker" definitions.
cLAR!FIGATIONs IN COVERAGE AND OTHER EDITORIAL REVISIONS -~ ENDORSEMENTS

6 02 24 Earlier Notice of Cancellation Provided By Us (C6L)
GG 28 04 — Earlier Notice of Cancellation Provided By Us (OCP)

? These new endorsements replace withdrawn endarsements CG 02 12 and CG 28 28 and provide 8 mechanlsm for an earfier
~ notice of cancellation.
|
|
|
|
|

CG 20 07 -- Additional Insured - Englneers, Architects or Surveyors (CGL)
€6 20 09 -- Additional Insured - Owners, Lessees or Contractors (Form A)
CG 20 10 -- Additlonal Insured -- Owners, Lessees or Contractors (FormB) ~ — —— ——  ——— el
-GG 20 31 -~ Additlonal Insured - Engineers, Architects or Surveyors (0GP) & ?

These 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
created to apply to the OCP pollcy

CG 20 17 -- Addition_al Insured - Townhouse Assoclations

This endorsement Is revised to clarify that the “property to which the townhouse owner has title" Is real property.

CG 22 36 -- Exclusion - Products and Professional Services - Druggists
CG 22 37 - Exclusion - Products and Professional Services - Optlcal ‘and Hearing Ald Establishments '
CG 22 39 -- Exclusion - Camps or Campgrounds :
CG 22 44 -- Exclusion - Services Fumished By Health Cave Providers
CG 22 45 - Exclusion - Spaecified Therapeutic or Cosmetic Services
CG 22 66 -- Optical and Hearing Ald Establishments
C6 22 69 - Druggists
CG 22 71 - Golleges or Schools (Limited Fonn)
-~ GG 22 72 - Colleges or Schools

K399V

These endorsements are revised to clarify that the services excluded are “professional health ¢are 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 -- Excluslon Housing Pro]ects Sites

This endorsement ls amended to clarify that coverage s 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 revrsed to clarify that the exclusion only applies to bodily injury
and property damage liability.
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: CG 22 51 -- Exclusion - Law Enforcement Agencles -

|

|

\

This endorsement is revised to clarify that the exclusion applies to acts or omissions arising out of law enforcement
activities performed by the named insured's police department or law enforcement agency.

CG 24 04 -- Waiver Of Transfer Of Rights 0f Recovery Against Others To Us (GGL)

This endorsement is amended to make it apphcéble to only the CGL Coverage Form. In addition, It is revised to clarify that

the endorsement applies to both angoing 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 addltion this endorsement is no longer for use with
the Liquor Liability policy. . , v

IL 09 18 - Retrospective Premium Endor'sement - One year plan.-'- Multiple Lines
IL 09 19 - Retrospective Premium Endorsement -- Three Year Plan -- Multiple Lines
IL 09 20 -- Retrospective Premium Endnrsement = Five Year Plan - Multiple Lines

" In order to provtde cansistency’ with 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 36 ~- Exclusion -- Coverage C -- Medical Payments
CG 21 39 -- Contractual Liability Limitation
€6 21 46 ~ Abuse or Molestation Exclusion
-. €6.21 49 -- Total Pollution Exclusion Endorsement
- CG-22 30 -- Exclusion -- Corporal Punishment
CG 22 34 -- Exclusion - Construction Management Errors and Omisslons
CG 22 52 - Exclusion - Medical Payments Coverage (Inmates, Patiants or Prisoners)
. CB 22 67 - Corporal Punishment ‘
CG 22 63 - Operation of Customers’ Autos on Particular Premises
CG 22 76 -~ Professional Liability Exclusion -- Computer Software
CG 24 .08 -- Liguor Liability )
-CG 24 09 -- Governmental Subdivisions
CG 24 10 -- Excess Pravislon -- Vendors -
CG 24 11 -- Fiduciaries - Fiduciary Interest T
CG 27 01 - Supplemental Extended Reporting Period Endorsement (GGL)
€G 27 02 -- Exclusion of Spacific Accidents, Products, Work or Locations (CGL)
€G 27 03 -- Amendment of Section V -- Extended Reporting Period for Specific Accidents, Products, Wark or Locations
CG 27 04 -- Supplemental Extended Reporting Period for Specific Accidents, Products, Work or Locatmns {CGL)
CG 27 05 - Exclusion of Specific Accidents, Products, Work or Locations (Products)
CG 28 02 - Insured Site Definition (Contractors)
CG 28 03 -- Supplemental Extended Reporting Period Endorse‘mnnt
CG 28 31 -~ Pollution Exclusion Amendment
€6 28 34 -- Supplomental Extended Reporiing Period Endorsement -
CG 28 35 -- Supplemental Extended Reporting Period for Specific Accidents, Products, Work or Locations
CG 29 88 -~ Walver of Transfer of Rights of Recnven] Against Others To Us (OCP)

4
3
©
-

These endorsements are revised' to incorporate various editorial, reformattlng 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 thh Products policy, and CG 29 88 has been introduced for use with the ocP
policy.
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E SAFECO NOTICE TO POLICYHOLDERS e s
* BROADENINGS, RESTRICTIONS AND -
CLARIFICATIONS OF COVERAGE

This notice has been prepared in conjunction with the implementation of changes to your policy. it cantains a brlef 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 - Commercial General Liability Coverage Form (Occurrence Version)

CG 00 09 - Owners and Contractors Protective Llability Coverage Form

€6 00 33 - Liquor Liability Coverage Form (Occurrence Version)

CG 00 35 - Rallroad Protective Liabillty Coveage Form

CG 00 37 - Products/Completed Operatlons Liability Coverage Form (Occurrence Version)

- CG 00 39 - Pollution Liabllity Coverage Form
CG 00 40 - Pollution Liability Limited Coverage Form -

The Supplementary Payments provision in these policies has been revised to increase the maximum daily payrment for
loss of earnings from §100 per day to $250 per day to move adequately address the eamings of many professions.

In these policies, the definition 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.

TG 0D 01 - Commerclal Generat Liability Coverage Form-{Occurrence Version)—— _
CG 00 09 - Owners and Contractors Protective Liability Coverage Form '

l;G 00 33 - Liquor Liability Coverage Form (Occurrence Version)

CG 00 37 - Products/Completed Operations Liability Coverage Form (Dccurrence Version)

CG 00 39 - Pollution Liability Caverage Form '

G& 00 40 - Pollution Liability Limited Coverage Form

Several revisions have been made to Section Il - Who Is An Insured in these policies 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.
GG 00 01 - Commerclal General Llability Coverage Form (Occun'ence Version)
C& 00 09 - Owners and Coniractors Protective Liability Coverage Form
CG 00 37 - Products/Completed Operattons Liability Coverage Form (Occurrence \lerslon)

The Contractual 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 property damage llablllty coverage when the lnsured has
- assumed such a liability in an “insured contract.”

An amendment has been made to the Supplementary Payments provision In these policles to provide for the defense.
of an indemnitee and the payment of an Indemnitee’s defense expenses as SUpplementaly Payments if certain specific.
conditions are met.

CG 00 01 - Commercial General Llahlllty Coverage Form (Occurrence llerslon)
CG 00 09 - Owners and Contractors Protective Liahility Coverage Form
CG 00 35 - Railroad Protective Liability Coverage Form

A limited exception has been added to the Poliution Exclusion 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
- pperations, provided the pollutants escape from the maobile equlpment part designed by its manufacturer to hold such
pollutants
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BROADENINGS OF COVERAGE - MULTISTATE ENDORSEMENTS

CG 20 21 - Additlonal Insuved - Volunteer Workers

GG 20 22 - Additional Insured - Church Members, Officers and Volunteer Workers
€6 20 30 - Oil or Gas Operatinns - Nonoperating, Working Interests

These endorsements are revised to acknowledge the existence of a new form. of business entity known as the limited liablity
company and by specifying members and managers of limited Hability companies as insureds.

€6 20 32 - Additionai Insured - Engineers, Architects or Surveyors Not Engaged hy 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.

cc 22 74 Amendment of (:ontractual Liahility Exclusion for Personal ln]urv Limited to False Arrest, Detention or
Imprisonment for Designated (:ontracts or Agreements '

The Contractual Liability - exclusion contained ln 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 pravision 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.

£G 22 80 - Limited Excluslon - Contractors - Professional Llability

_This endorsement Is introduced to limit the application of the exclusion of professional services available in endorsement C8& k
-.22°43. For policles to which GG 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 project for athers,

regardless of whether or not the design portion of the project is subcontracted
CG 24 16 - Limited Pollution Liability Extension Endorsement -

With thts language change, coverage for poliution incidents is broadened by adding a hostile fire exception to the existing
poliution exclusion.

RESTRICTIONS IN cnvt_snAcE - MULTISTATE ENDORSEMENTS
C6 21 52 - Exclusion - Financial Services.

'This new endorsement excludes, from the CGL policy, coverage for certain liability exposures arising out of the rendering of

financial services, without iniringing upen coverage for a financial institution’s conventianal CGL expasure.
CG 21 53 - Exclusion - Deslgnated Ongoing Operations
€6 21 54 - Exclusion - Designated Operations Covered hy A Consolidated (Wrap-Up) lnsurance Prngram

These new endorsements exclude coverage for a designated operation when the designated operation is insured eisewhere
or when the Insured chooses not to insure a certain operation.

CLARIFICATIONS IN COVERAGE AND OTHER EDITORIAL REVISIONS - COVERAGE FORMS

All General Liabillty coverage forms contain minor editorial revisions to provide for consistency ameng 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 - Bommerctat General Liahility Coverage Form (Occurrence \lerston)
GG 00 09 - Owners and Contractors Protective Liability Coverage Form

CG 00 33 - Liguor Liability Caverage Form (Occurrence Version)




€G 00 35 - Railroad Protective Liabllity Coveage Form ,

GG 00 37 - Products/Completed Operations Liability Coverage Form (Occurrence Verslon)
CG 00 39 - Pollution Liabllity Coverage Form

€6 00 40 - Pollutlon Liability Limited Coverage Form

These policies have been amended to Clarify that an - insurer lnvesﬂgates and settles claims, and defends msureds
against suits.

CG 00 D1 - Commercial General Liability Coverage Fnrm (oct:urrence Version),

Paragraph 1.a. of the Insuring Agreement for both Coverage A - Bodily Injury and ‘Property Damage Liability 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 Poliution exclusion is added to Coverage B - Personal and Advertising Injury Liability to clanfy the Intent that damages
resulting from pollution incidents are not and were never intended to be covered under personal injury or advertislng
injury coverages under the CGL.

|
\
|
|
|
|
|
|
| In addition to minor editorial changes. the Other Insurance 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 rmaney if the Insured has fire insurance available to cover such loss.

|

|

|

|

|

Paragraphs 1.(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.

The Definitions section has also been amended in these policies to clarify that the “products-completed operations
_hazard" definition only includes coverage for damages ansmg out of a conditlon in a vehlcle not owned or operated by

" the named instred and to more clearly sta i ] : xeneral Aggregate Limit
are excluded from products-completed operattons coverage

c6 nn 09 Owners and Contractors Protective L!ablmy Coverage Form |

Paragraph 1.2 of the Insuring Agreement Is revised to clarify the intent under the cherage Form not to defend insureds
when no coverage exists under the policy.

€6 0D 33 - - Liguor Liability coverage Form (Oecurrnce Version)

when no coverage exists under the policy.
¢G 00 35 Rallroad Protective Liabillty Coverage Form

tansw

t Paragraph 1.a. of the Insuring Agreement Is revised to clarify the intent under the Coverage Form not to defend insureds
|
|
|
|

Paragraph 1.a. of the Insuring Agreement is rewsed to clarify the intent under the 00verage Form not to defend insureds
when no coverage exists under the policy.

€6 00 37 - Products/Completed Operations Liability Coverage Form (Occurrence \Iersiun)

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.

Paragraphs £.(2) and (3) of the “insured contract® definition In the Deﬁmtions Section have been revised to update the
fist of professional services (for architects, engineers or suveyors) 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 nperations that are subject to the Aggregate Limit are
excluded from products-completed operations coverage.

CG 00 39 - Polluﬂdn Liability Goverage Form
€G 00 40 - Poliution Liability 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 1l - 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.

CLARIFICATIONS IN COVERAGE AND OTHER EDITORIAL REVISIONS - ENDORSEMENTS

€@ 03 00 - Deductible Liability Insurance (CGL and Products)
CG 03 05 - Deductible Liability Insurance (Liquor)

These endorsements are revised to clarify that It is the insured that is being defended against a suit.

GG 20 07 - Additional Insured - Engineers, Architects or Surveyors (CGL)
GG 20 31 - Additional Insured - Engineers, Architects or Surveyors (OCP)
~ GG 22 34 - Exclusion - Constructiun Management Errors and Omissions

These endorsements have been revised tn update the list of professional services contalned in the forms to conform to

- standard Industry terms.

CG 20 11 - Additional insured - Managers or Lessors of Premises

CG 21 36 - Exclusion - New Entities

GG 21 37 - Exclusion - Employees as Insureds ,

CG 21 42 - Exclusion - Explosion, Collapse and Underground Property Damage Hazard (Specified Operatiuns)

CG 21 43 - Exclusion - Explosion, Collapse and Underground Property Damage Hazard (Specified Operations
Exceptod) .

€6 21 49 - Total Pollution Exclusion Endorsement :
" CG 22 38 - Exclusion - Fiduciary or Representative Liability of Finam:lal Institutions
CG 22 40 - Exclusion - Medical Payments to Children (Day Care Centers)
GG 22 66 -~ Exclusion - Injury to Volunteer Firefighters
CG 22 67 - Exclusion - Underground Resources and Equipment
R €622 63 - Stevedoring Operations Limited Completed Operations Coverage

GG 24 05 - Financlal Institutions (Reporting Provision and leitation to Fldueiary Interest or Representative
Interest) ‘

CG 24 07 - Products/Completed Operatlons Hazard Redefined
CG 24 09 - Governmental Subdivisions
CG 24 11 - Fiduclaries - Fiduciary Interest
" GG 28 06 - Limitation of Coverage to Insured Premises
CG 28 33 - Voluntary Clean-Up Costs Reimbursement
GG 29 51 - Empluvment-Related Practices Exclusion

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 irnprdved readability. :

CG 21 40 - Coverage B - Persunal Injury Uabllity Only (Advertising Injury Llahllity Not Included) (Occurrenca
Version)

In addition to other editorial changes, a pollution exclusion has been added to these endorsements for personal injury liability
to clarify 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.
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CG 22 43 - Exclusion - Engineers, Architects or Surveyors - Profesional Liability

Revisions have been made to this endorsement to clarify that it applies only to those Named Insureds who are in tne '

business of providing professional services to others as an architect, engineer or surveyor only, as well as to update the list
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 o Germinate - Seed Merchants
(CGL and Products)

06 24 18 - Seed Merchants - Goverage for Erroneous Delivery or Mlxture and Resulting Fallure of Seed to
Germinate (CGL)

CG 24 19 - Seed Merchants - Coverage for Erroneous Delivery or Mixture (Resultlng Failure of Seed to
Germinate Not Included) (CGL) 3

€G 24 20 - Seed Merchants - Coverage for Erroneous Deliverv or Mixture and Resultlng Failurl of Seed to
Germinate (Products)

CG 24 21 - Seed Merchants - Coverage for Erroneous Delivery or Mixture (Resulting Failure of Seed to
‘ Germinate Not Included (Products)

The above new endorsements have been created to clarify the intent of the coverage provided under the Seed Merchants
classifications.

CG 22 48 - Exclusion - Insurance and Related Operations

This endorsement has been modified to add additional activities that rnay be performed by today’s insurance operations.'.

Additionally, editarial revisions have been made for clarification and to improve readabllity

CG 22 79 - Exclusion - (:ontractors Prolesslonal Liability

’T_his new endorsement Is introduced to clarify the policy’s coverage intent to exclude coverage for the professional liability 7

. of a construction contractor who is acting In the capacity of an architect, engineer or surveyar or who has provided an
architect, engineer or surveyor with professional services In connection with work perfonned.

CG 28 06 - Personal Injury Liability

in addition to other editorial changes, a pollution exclusion has been added to this endorsement to clarify that damages
resulting from poliution incidents are not and were never intended to be covered under personal injury coverage

CG 28 07 - Principals Protective Llahlllty Coverage

This endorsement Is revised in order to clarify the lntent under this endorsement not to defend Insureds when no coverage
- exists under the policy.

4008V




Providing You Peace of Mind

A SAFECO INSURANCE POLICY

. Thank you for allo'win;q SAFECO’s American States Business Insurance
to fulfill your insurance needs. If you have any questions regarding
your policy, please contact your indgpendent insurance agent.

o
o~
-

E SAFECO

SAFECO Insurance Company of America
SAFECO Piaza, Seattle, WA 98185-0001 :
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Exhibit 7
List of bank accounts

Bank Accounts:

Sunstate Bank/Checking Account No. 6093201019
Sunstate Bank/Anderson Bros./Savings Account No. 6006420011 |

Sunstate Bank/Mohawk/Savihgs Account No. 6006520012




Exhibit 8 - Legal Description for Notice of Intent to Serve
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~ QFFICIAL RECORDS OF
,J) Voo R " PINAL COUNTY RECORDER

, KATHLEEN C. FELIX .
Recorded at the request of: | \ &
CHICAGO TITLE INSURANCE DATE: @#8/17/98 TIME: 1454
When recorded mail to: FEE 1 - 12.48 ‘
LARJ INVESTMENT & DEVELOPMENT FAGES: 2
117 East Second Street FEE NO: 19986-832741
Casa Grande, AZ 85222

@ 2079
WARRANTY DEED

Escrow No.9804758-44

For the consideration of Ten ,Doilars and other valuéble considerations Ior we,
- RMR PROPERTIES, L.L.P., an Arizona limited llabxhty partnership and Gregg Rahn, as
T Trustee of the ADVISOR MORTGAGE of ILLINOIS L.L.C., 401 K Profit Sharing Plan
| and Trust dated January 1, 1995,
‘ ' the GRANTORS do hereby convey to

GRAND VALLEY DEVELOPMENT PARTNERS #1 Limited Partnershlp, an Amona
R R '

l 'the GRANTEE.S the following described property situated in Pinal County, Arizona:

! The West half of the West half of Section 24, Township 5 South Range 4 East, Gila and Salt
l Rlver Base and Meridian, Pinal County, Arizona;

| EXCEPT all that part lying South of the North right of way of the Southern Pacific Railroad. -
3 EXCEPT- any portion lying within HIghway right of way.

‘ | The name and address of the Trust Beneficiaries of the Advisor Mortgage of Illineis, L.L.C.,
401(!() Profit Sharing Plan and Trust can be obtained from the employer at:

1450 E American Lane, Suite 1400
Schaumburg, IL 60173
! 3 '
SUBJECT TO: Current taxes, assessments, reservations in patents and all easements, rights of
way, encumbrances, liens, covenants, conditions :md restrictions as may appear, of record. |

And I or we do warrant the title against all persons whomsoever. subject to the matters above set
forth.

Dated: .Q.,Llljj_ﬁ_




Aug-02-01 09:02A r-oc.aar-‘ne & assoc .

RMR Properties, L.L..P., an Arizona limited Advisor Mortgage of Illinois, L.L.C.,
liability pam\ershxp 401(K) Profit Sharing Plan and Trust dated
January 1, 1998.

By: The Townsend Family Trust dated July _‘\/‘ﬁs (
- 3, 1990, Partmer By: ~ PP ee—

—., Gregg Rahd, Trustee
By: ‘ '

- Wm, Trustee
By: A =z

. Robert Townsend, Trustee

By y -

My T nd, Partner f‘
By: ‘ Z 7/"/

Robert Townscnd Partner

_ STATE OF ARIZONA )
County of MstineoP™ )

This instrument was acknowledged before me this \‘gt": day of August 1998 by Myrta
Townsend and Robert Townsend, individually and as Trustees of The Townsend Family Trust,
dated July 3, 1990 the Partners of RMR, Properties, L.L.P., an Arizona limited liability

partnership, and that as such partners, being authorized so to do, signed the e of the Limited
Ltabnlny Panm:rshxp as such partaer. '

SNE C. HOFEmAN
ng!'fmuauc MIZDNA !
SALCOUNT ,
) f.mcsk.g.l zcn {

y of Aﬁgust, 1998
%.C.. 401K Profit

X OOHCMLN.M.

ey Y b8 ‘HQFZGM“ ‘
AT AN O ) )
R em PSQM! LQ..‘U} |

My Com.bap-ex * 2 N

Notary Pulfic




Exhibit 9 - Employees, Agents and Independent Contractors, etc

There are no employees of the Companies

Indep‘endent Contractors of the Companies

- Robert Gordon
| 420-4" Street .
| " Casa Grande, Arizona 85222 -
i Social Security No. 518-11-5607
‘ S A ‘
| Jim Little
| 13551 Trading Post Road
| Casa Grande, Arizona 85222
|  Social Security No. 550-55-9214
| .
: 'DNA, Inc.
| Bill Collings
314 E. 8" Street
- " Casa Grande; Arizona-85222 o )
- 'C &V Services -
Mitch Humbert
Casa Grande, Arizona 85222
Kenco

2898 N. Signal Peak Road
Casa Grande, Arizona 85222

- 15690 Towner Street
|
|
\
\










' 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 all 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
full

DATED this 25™ day of September, 2001.

QO’ /17%/(/{

Jamps W. Little, P;eéldent

- ATTEST:

ames W. Little, Seg/tétary







- *°  CORPORATE RESOLUTION

WHEREAS, Mohawk Water Company, at a Special Meeting held September 25,2001, with
James W. Little being present representing the ownership of all 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
Mohawk 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
full. :

"DATED this 25% day of September, 2001.

James W. Little/President
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RESOLUTIONNO. —__ 10

A RESOLUTION OF THE BOARD OF THE COPPER MOUNTAIN
RANCH COMMUNITY FACILITIES DISTRICT, CASA GRANDE,
ARIZONA, APPROVING THE TERMS AND CONDITIONS IN AN
AGREEMENT WITH MOHAWK WATER COMPANY AND ANDERSON
- 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 TI-IE BOARD OF THE COPPER MOU'NTAIN RANCH COMMUNTTY
FACILITIES DISTRICT, CASA GRANDE, ARIZONA, 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 following:

i ‘ Less any balance of the loans, outstanding at close of escrow, made to the
Companies by the Water Infrastructure Financing Authority (“WIFA™) which
, loans shall be assumed by the Purchaser.
i, Less the payoff of any other liabilities, encumbrances, liens, or customer
' 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.
iii.  Less any taxes due at the time the corporate structure of the Compames is
disbanded whether before or after COE.
iv. Plus any material costs for construction, rehabilitation or installation of
equipment for the Mohawk Water Company well between April of 2001 and close of
escrow which decreased readings of NOs to Safe Water Act standards.
V. Plus 20% of the sum of item , for labor of James W. Little.

2. expendlture of public fu.nds in an Amount not to exceed $800,000 for acqmsmon of the
Mohawk and Anderson Brothers water companies and reasonable closing costs;
3. expenditure of public funds in an amount not to exceed $25,000 annually for two years
‘from the close of escrow for consulting services for James W. (Bill) Little; and :
, 4, execution of the agreement and any documcnts necessary to carry out this purpose by the
C1ty Manager ,







Section 2. Emergency Clause

WHEREAS, it is necessary for the préservation 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
effective immediately upon its passage and adoption

- PASSED AND ADOPTED by the Board of the Copper Mountain Ranch Community Facilities
District, Casa Grande, Arizona, this Sth day of August 2001,

APPROVED this 6th day of AGUSt . g0 by the affirmative vote of three-fourths of the
members of the Board of the Copper Mountain Ranch Community Facilities District, Casa Grande, Arizona.

MIJ%‘»

Chairman of the Copper Mountain Ranch CFD

ATTEST:

Yistrict Clerk







- RESOLUTION NO:- 10.1

A RESOLUTION OF THE BOARD OF THE COPPER MOUNTAIN
RANCH COMMUNITY FACILITIES DISTRICT, CASA GRANDE,
ARIZONA, APPROVING THE TERMS AND CONDITIONS IN AN
AGREEMENT WITH MOHAWK WATER COMPANY AND ANDERSON
BROTHERS WATER COMPANY FOR THE ACQUISITION OF THE
ASSETS OF THE COMPANIES; AND EXPENDITURE OF PUBLIC
FUNDS IN AN AMOUNT NOT TO EXCEED $850,000 INCLUDING
REASONABLE CLOSING COSTS; AUTHORIZING EXECUTION OF
AN AGREEMENT; AND DECLARING AN EMERGENCY.

WHEREAS, there has been presented before the District board, a form of agreement (the “Asset
Purchase Agreement”) by and between the District and the Seller (as defined in the Purchase Agreement)
and the execution and performance of the such Purchase Agreement will be in furtherance of the purposes of
the District and pursuant to the terms’of 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 companies (as defined in the Purchase Agreement) is necessary to further 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 COMMUNITY FACILITIES DISTRICT, CASA GRANDE, ARIZONA, THAT the Board :
"~ authorize the following:

L. The District Administrator is hereby authorized and empower to execute, on behalf of the
. District, the Purchase Agreement in substantially the form presented at this meeting and attached

to the Request for District Board Action, and any other documents necessary to carry out this
purposé, 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 éxecution thereof by the District Administrator).

2. 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;

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 emst, and this Resolution shallbe
effective immediately upon its passage and adopuon

PASSED AND ADOPTED by the Board of the Copper Mountain Ranch Commumty FaCﬂerS
- District, Casa Grande, Anzona, this 4th day of Septembex2001.







,sr"‘x
APPROVED this 4th Ath  day of September, 2001 by the affirmative vote of three-fourths of the -
members of the Board of the Copper Mountam Ranch Community Facjlifies District, Casa Grande, Arizona.

Chairman of the (fopper Mountain Ranch CFD

ATTEST

- //w 7%&»

D1smct Clerk

N
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