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Attached is an application by Watco, Inc. for Approval of the Sale of Assets
and/or Transfer of Certificate of Convenience and Necessity. The purpose of this
application is to perform a name change from Silverwell Service Corporation (a defunct

corporation) to Watco, Inc.
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ARIZONA CORPORATION COMMISSION

| APPLICATION FOR APPROVAL OF THE SALE OF ASSETS AND/OR TRANSFER OF

CERTIFICATE OF CONVENIENCE AND NECESSITY

WATER AND/OR SEWER

A. The name, address and telephone number of the Transferor (Company) is:

Silvecagll  Seavice Cac*t\\. o/ e ks
oo s U St Showy (o . A= B39

(3 S3IF - YD

B. If doing business under a name other than the Transferor (Company) name, specify:

N/A

C. The Transferor is a:

Corporation: Partnership
“C”, “S”, Non-Profit Limited, General
____Arizona, Foreign Arizona, Foreign
Sole Proprietorship Limited Liability Company
X Other (Speciy) .
DNexonct (mi‘\mmfl—icm
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D. List the name, address and telephone number of the attomey for the Transferor.

N/A

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

Mowas %(‘(‘xﬁ:ﬁ‘)

DNECYERNELS Show (om, A= FAASRANT

(Qag) _s537- 5739

F. The name, address and telephone number of the Transferee (Company) is:
(Oodes, Tk,

Voo B 137D Shewy low . A= F5998

(A3%) S37 - 3Z3%

G. If doing business under a name other than the Transferee (Company) name, specify:

N /A

H. List the name, address and telephone number of the attorey for the Transferee.

N /A

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

Ihormas Gmr\a@

By Box \3FQ hewy (oo | 4= B390

(1) S3 7 5739

J. (Transferee) List the name, address and telephone number of the on-site manager of the utility:

Theamas @(‘ Q’{ilﬂ
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K.(Transferee) List the pame, address and telephone number of the certified operator as
authorized by the Arizona Department of Environmental Quality:
Wlack @mr‘vln

T Ban 1370 Show (awy . As= 55908

Qag) s37- 5739

1. The Transferee is a:

X Corporation: Partnership
“C”, _X_*87, Non-Profit Limited, General
—X Arizona, ____ Foreign ____ Arizona, ____ Foreign
Sole Proprietorship Limited Liability Company
Other (Specify)

M. If Transferee is a corporation:

1. List names of Officers and Directors:

Officers Directors
Mack  Geapn Nk Gmc\ap
Rachaca @‘cc«‘»p Rachaca @\um«g\n
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2. Indicate the number of shares of stock authorized to issue:

[ @le) lOC‘f’J

3. If stock has been issued, indicate the number of shares issued and the date of issue:
1,000

Wacch Al Aons

N. If Transferee is a partnership:
1. List the names of general partners:

N /A

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

tv /A

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

O. If Transferee is a sole proprietor, list name, address and telephone number of individual:
N/A

ccotran.doc 4/00 6




P. Have all customer security deposits been refunded? Yes___ No X If no, mark the block below which
describes the proposed disposition of security deposits.

___ All security deposits will be refunded at time of closing.
_ Al security deposits will be transferred to the Transferee.

— Other (explain).

Q. Are there any refunds due on Main Extension Agreements? Yes X No___. If Yes, mark the block below
which describes the proposed disposition of the refunds.

____ Transferor will continue to refund after the transfer.
X Transferee will assume the refunding obligations.
___ A full refund will be made at closing by Transferor.
— Other (explain).

R. (WATER ONLY) Are there any refunds due on meter and service line installations?
Yes X No___.If Yes, mark the block below that describes the proposed disposition of refunds.

___ Transferor will continue to refund after the transfer.
_X Transferee will assume the refunding obligations.
___ A full refimd will be made at closing by Transferor.
__ Other (explain).
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S. (Transferee) Attach the following exhibit(s):

Copy of bill of sale, purchase contract or other instrument, which conveys the assets to the transferee.
Atticles of Incorporation (if corporation)

By-Laws (if corporation)

Certificate of Good Standing (if corporation)

Articles of Partnership (if partnership)

Atticles of Organization (if limited liability company)

Corporate Resolution if required by Articles of Incorporation

Attach a copy of the transfer of City or County Franchise from the Transferor to Transferee.

PRSP~

T. List names and addresses of any other public utility interest Transferee has:

1_N/A

2. N/A

U. Indicate the date that notice of the application was sent, or will be sent to the customers.

/4"8“* 14,2006

centran.doc 4/00 8




DATED the_2< __ day of /(ugc st , 2006

(Signature of Authorized Representative of Transferor)

\ (Type Name Here)
(Title)
SUBSCRIBED AND SWORN to before me on this day of 20
NOTARY PUBLIC

My Commission Expires

W///éM

(Signature of Authorized Representative of Transferee)

Wack @(‘(\T‘DP

(Type Name Here)
Yeesidendt
(Title)
SUBSCRIBED AND SWORN to before megn this

day of

20_(1’(5L

[

¥j O
NOTARY PUBLIC

My Commission Expires

CFEICIAL SEAL
TTTE PACE

Seaie of Arzona

) NAVAID COUNTY

27 iy Goman, Expires Jarssary 31, 2010
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PUBLIC NOTICE OF AN APPLICATION FOR SALE OF ASSETS
AND/OR TRANSFER OF THE CERTIFICATE
OF CONVENIENCE AND NECESSITY

BY: WATCO, INC.

Silverwell Service Corporation has filed with the Arizona Corporation
Commission (“Commission™) an application for authority to sell its assets and/or transfer
its Certificate of Convenience and Necessity to provide water service to Watco, Inc. If
the Application is granted, Watco, Inc. would be the exclusive provider of water service
to your area. Watco, Inc. is under the jurisdiction of the Commission.

If you have any claims against Silverwell Service Corporation, including claims
for refunds of security deposits, service line and meter installations (WATER ONLY) or
main extension agreements and you have not already been contacted by the Company,
you must present your claim to Silverwell Service Corporation on or before September 8,
2006. Direct your claim(s) to Silverwell Service Corporation, 800 S 11™ St, Show Low,
Arizona 85901 or call 928-537-2148.

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

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




‘? Lot 27 Silver Lake Estates Unit 2 ver Lake Estates Unit 2 &
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PURCHASE AGREEMENT
2/19/96

This is an agreement between Mark E. and Barbara L. Grapp, husband and -
wife, herein referred to as "BUYERS" and Star Development Corporation,
Silver Well Service Corporation, White Mountain Realty Corporation,
Bourdon Ranch Estates Service Company and Bourdon Ranch Estates,

Ltd., with all the above bemg referred to in this document as "SELLERS",
The purpose is to sell all interests of the Silver Well Service Corporation
including its franchise area and the water company pertion of Bourden
Ranch Estates Service Company, Inc. to Mark E. and Barbara L. Grapp.

The SELLERS will provide a Quit Claim Deed to the BUYERS which will
include the following: /

Lot 16 Bourdon Ranch Estates Unit 1 $ BY Adedo oF TRUST AU c;é\c’m{..
urity

together with all wells and equipment that is currently owned by Silver Well 5 520 ok

Service, Inc. and Bourdon Ranch Estates Service Company, inc. plus all the  ou e

lines, meters, appurtenances and easements currently existing in the Silver g&mgpe&

Well Service Corporation Certificate of Convenience and Necessity and Q;‘);‘i“]

franchise area along with all past, present and future water rights pertaining i ﬂa/
Q

to these systems..

The purchase price will be as follows:
$10,000.00 payable in accordance with stipulation below.

$17,000.00 BUYERS shall assume $17,000.00 note on Lot 13 to
Bourdon Ranch Estates, Ltd. payable at $205.00 per

month.

$ 8,050.69 responsibility for the payoff of reimbursable meter
deposits due and payable to customers
(As of 1/1/92)

$1,665.00 Payoff of main extension agreements due and payable
to two customers in Silver Lake Estates.

$10,286.41 Unpaid taxes owed to Navajo County on the water
system known as Silver Well Service, Inc. as of 1/1/82.

$12,000.00 (Approximate Cost) Extend water lines to Lot 169 in
Silver Lake Estates Unit | to be comppleted hgm

% As to avoid further litigation:

$569,002.10 TOTAL




'PAGE TWO (Purchase Agreement / Grapps & Silver Well Service, Inc)

The amounts owed on this agreement, $10,000.00 and $17,000.00,
totally $27,000.00 will be on a promissory note with an annual rate of 8%
interest payable over a twenty {20) year period at the rate of $225.84 or
more per month with said monthly payments to be made to Lawyers Title
located in Phoenix, Arizona until the $17,000.00 note is satisfied. Thereafter
the monthly payment of $225.84 will be made to Bourdon Ranch Estates,
Ltd. ATTN: Les Ebeling, located in Phoenix, Arizona.

BUYERS currently operate the water company and have a list of customers
due meter deposit refunds and those owed on main extension agreements.
SELLERS avow that Bourdon Ranch Estates Service Company, Inc. has
never actively transacted business and therefore owes no liabilities and has
no debts.

There are no actions, suits, proceedings or investigations pending , to the
knowledge of the SELLER, other than ADEQ concerns which the BUYERS -
are aware, that would challenge the validity of this Agreement or which
would impair the ability of SELLERS to execute Quit Claim Deeds to the
BUYERS.

SELLERS to provide BUYERS with any checking accounts of Silver Well
Service, Inc. BUYERS will receive all rights relative to the business of
selling water and to derive income from such.

BUYERS have installed 100,000 water storage tank at Silver Lake Estates

and shall pursue a storage tank at Bourdon Ranch Estates meeting the W
minimum requirements of ADEM Bourdon Ranch Estates, Ltd.

participating in the purchase and installation, exact terms to be established

at a later date.




Page Three

bé/é%ﬂ/i/ )% S-26 - Sﬂge;éll Service, Inc.

LINE EXTENSIONS:

BUYERS agree to line extensions at Bourdon Ranch Estates, Ltd. on the
following basis:

1. For aline extension request by the SELLER corporations, the
BUYERS agree to install water lines in accordance with ADEQ approved
extensions, including main extensions or laterals, to Bourdon Ranch
Estates, Unit ll, for the cost of materials and equipment being supplied by
SELLERS, said material may include:

All pipe and fittings (not meter installation)

Bedding cinders

Backhoe and compressor rentals

Blasting materials

2. The BUYERS shall provide all labor to dig, blast and install the
water lines to ADEQ specifications. Bourdon Ranch Estates, Unit Il
anticipates installing all lines during the late spring, early summer of 19886,
which will include approximately 2800' 6" lines, 1800" of 1" lines, 18
services, 2 Tees, 5 6" valves, 3 2" Blowoff valves. These numbers and
materials may change subject to engineering requirements.

3. Future Units in Bourdon Ranch Estates will be subject to
negotiation between SELLERS and BUYERS, regarding line extensions.

4. SELLERS will provide Quit Claim Deeds to BUYERS within 20
days after agreement is signed by BUYERS and $

o 2 s

BUYER Mark E. /«p’p Date

zt/@[,
ohn Goodson Date

Star Development Corp.

EL

‘BUYER Barbara L. Gfapp Date

E =

EL ER John R. Potts Date
Whl unta Realty, Inc
99 sﬂw ac

SELLER Les Ebelin D dte
Bourdon Ranch Estates, L
Bourdon Ranch Estates Service
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TERMeooornomomonoeor— -
DATE ——TIME /076755
KNOW ALL MEN BY THESE PRESENTS:

‘ That we, the undersigned, have this day voluntarily associated ourselves together for the purpose of
forming a corporation under the laws of the State of Arizona; and for that purpose, do hereby adopt
Articles of Incorporation as follows:

ARTICLE L
NAME
The name of the corporation is WATCO, INC.
ARTICLE II.
PURPOSE
The purpose for which this corporation is organized is the transaction of any or all lawful business

for which corporations may be incorporated under the laws of the State of Arizona as they may be
amended from time to time.

ARTICLE IIL.
INITIAL BUSINESS

The corporation initially intends to provide water service to residential and business organizations

as a public utility.

ARTICLE1V.
AUTHORIZED CAPITAL

The corporation shall have the authority to issue 100,000 shares of common stock, non par.




ARTICLE V.
PREEMPTIVE RIGHTS

The shareholders, from time to time, of the common stock of this corporation shall have preemptive
rights as to the common stock then or thereafter authorized to be issued, including treasury stock,
unless they have waived or forfeited their right of preemption. No resolution of the Board of
Directors authorizing the issuance of stock to which preemptive rights shall attach may require such
rights to be exercised within less than ninety (90) days.

ARTICLE VI.
STATUTORY AGENT

The name and address of the initial statutory agent of the corporation is James G. Knollmiller,
Attorney at Law, 1745 South Alma School Road, Suite 230, Mesa, Arizona 85210.

ARTICLE VIL
KNOWN PLACE OF BUSINESS

The known place of business of the corporation shall be P.O. Box 1270, Show Low, Arizona 85902.
The physical address of the business shall be 340 North 9* Street, Show Low, Arizona 85901.

ARTICLE VIII.
BOARD OF DIRECTORS

The initial Board of Directors shall consist of two (2) directors, but the number of persons to serve
on the Board of Directors thereafter shall be fixed by the Bylaws of the corporation. The persons
and their addresses who are to serve as directors until the first annual meeting of the shareholders
or until their successors are elected and qualified, are:

Mark E. Grapp, Sr. Barbara Grapp
P.O. Box 1270 P.O. Box 1270
Show Low, AZ 85902 Show Low, AZ 85902
ARTICLE IX.
INCORPORATORS

The incorporators of the corporation are:

Mark E. Grapp, Sr. Barbara Grapp
P.O.Box 1270 P.O. Box 1270
Show Low, AZ 85902 Show Low, AZ 85902




All powers, duties, and responsibilities of the incorporators shall cease at the time of delivery of
these Articles of Incorporation to the Arizona Corporation Commission for filing.

ARTICLE X.
DISTRIBUTIONS FROM CAPITAL SURPLUS

The Board of Directors of the corporation may, from time to time, distribute on a pro rata basis to
its shareholders out of the capital surplus of the corporation, a portion of its assets, in cash or in

property.

ARTICLE XI.
INDEMNIFICATION OF OFFICERS
DIRECTORS, EMPLOYEES, AND AGENTS

Subject to further provisions adopted in the Bylaws of the corporation, the corporation shall
indemnify any person who incurs expenses by reason of the fact that he or she is or was an officer,
director, employee, or agent of the corporation. This indemnification shall be mandatory in all
circumstances in which indemnification is permitted by law and the Bylaws of the corporation.

ARTICLE XII.
LIABILITY OF DIRECTORS
The liability of the directors of the corporation for monetary damages shall be eliminated to the
fullest extent permissible under Arizona law.
ARTICLE XIII.
REPURCHASE OF SHARES
The Board of Directors of the corporation may, from time to time, cause the corporation to purchase
its own shares to the extent of the unreserved and unrestricted earned and capital surplus of the
corporation.
IN WITNESS WHEREOF, we hereunto affix our signatures this day of January, 2003.

Cl Y oo Fr

Mark E. Grapp, Sr., Incorporator

Barbara Grapp, Incorporatgxﬂ
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STATE OF ARIZONA )
) ss.
County of Navajo )

.
Mareh The foregoing Articles of Incorporation were acknowledged before me this l Lf‘-— day of
vanuary, 2003.

JULIE D, ?.EW!“% 1‘ Q,LJ b \\‘UQ‘ i
) . L= ‘.\ ~ !

2\ - of Arizonz Publi

5 NmryNAPu\t}lAchD%%tSNT‘? o ’ Notar) ublic

Ny Comm. Explres May 1, 2005

1, James G. Knollmiller, having been designated to act as Statutory Agent for WATCO, INC, hereby
consent to act in that capacity until removal or resignation is submitted in accordance with Arizona
Revised Statutes.

GQMM Y MotllL
ames G. Knollmiller, Statutory Agent




BYLAWS
OF

WATCO, INC.

ARTICLE 1
OFFICES AND CORPORATE SEAL

1.1 Principal Office. The Corporation shall maintain a principal office in Navajo
County, Arizona, at its known place of business as provided for in the Articles of Incorporation.

1.2 Other Offices. The Corporation may also maintain offices at such other place or
places, either within or without the State of Arizona, as may be designated from time to time by the
Board of Directors, and the business of the Corporation may be transacted at such other offices with
the same effect as that conducted at the principal office.

1.3 Corporate Seal. A corporate seal shall not be a requisite to the validity of any
instrument executed by or on behalf of the Corporation, but nevertheless, if in any instance a
corporate seal be used, the same shall be, at the pleasure of the Officer affixing the same, either (a)
acircle containing the name of the Corporation and the words "Incorporated, 2003, Arizona," or (b)
a circle containing the words "Corporate Seal" on the circumference thereof.

ARTICLE 2
SHAREHOLDERS

2.1  Shareholders' Meetings. All meetings of Shareholders shall be held at such place
as may be fixed from time to time by the Board of Directors, or in the absence of direction by the
Board of Directors, by the President or Secretary of the Corporation, either within or without the
State of Arizona, as shall be stated in the notice of the meeting or in a duly executed Waiver of
Notice thereof.

2.2 Annual Meetings. Annual meetings of Shareholders shall be held on the second
Thursday in February, if not a legal holiday, and if a legal holiday, then on the next secular day
following, or at such other date and time as shall be designated from time to time by the Board of
Directors and stated in the Notice of Meeting. At the annual meeting, Shareholders shall elect a
Board of Directors and transact such other business as may properly be brought before the meeting.

2.3  Notice of Annual Meeting. Written notice of the annual meeting stating the place,
date, and hour of the meeting shall be given to each Shareholder of record entitled to vote at such
meeting not less than ten (10), nor more than fifty (50) days before the date of the meeting.




24  List of Shareholders. The Officer who has charge of the stock ledger of the
Corporation shall prepare and make, at least ten (10) days before every meeting of Shareholders, a
complete list of the Shareholders entitled to vote at the meeting, arranged in alphabetical order, and
showing the address and the number of shares registered in the name of each Shareholder. Such list
shall be open to the examination of any Shareholder, for any purpose germane to the meeting, during
ordinary business hours, for a period of at least ten (10) days prior to the meeting, either at a place
within the city where the meeting is to be held, or at the corporate business offices. The list shall
also be produced and kept at the time and place of the meeting during the whole time thereof, and
may be inspected by any Shareholder. '

2.5  Special Meetings of Shareholders. Special meetings of the Shareholders, for any
purpose or purposes, unless otherwise prescribed by statute or by the Articles of Incorporation, may
be called by the President and shall be called by the President or Secretary at the request in writing
of a majority of the Board of Directors, or at the request in writing of Shareholders owning a
majority in amount of the entire capital stock of the Corporation issued, outstanding, and entitled to
vote. Such request shall state the purpose or purposes of the proposed meeting.

2.6  Naotice of Special Meetings. Written notice of a special meeting stating the place,
date, and hour of the meeting and the purpose or purposes for which the meeting is called shall be
given not less than ten (10) nor more than fifty (50) days before the date of the meeting to each
Shareholder of record entitled to vote at such meeting. Business transacted at any special meeting
of Shareholders shall be limited to the purposes stated in the Notice. Shareholders entitled to vote
at the meeting shall be determined as of 4:00 o'clock p.m. in the afternoon on the day before Notice
of Meeting is sent.

2.7 Quorum and Adjournment. The holders of a majority of the shares issued,
outstanding, and entitled to vote at the meeting, present in person or represented by proxy, shall
constitute a quorum at all meetings of the Sharcholders for the transaction of business except as
otherwise provided by statute or by the Articles of Incorporation. If, however, such quorum shall
not be present or represented at any meeting of the Shareholders, the Shareholders entitled to vote
at the meeting, present in person or represented by proxy, shall have power to adjourn the meeting
to another time or place, without notice other than announcement at the meeting at which
adjournment is taken, until a quorum shall be present or represented. At such adjourned meeting at
which a quorum shall be present or represented, any business may be transacted which might have
been transacted at the meeting as originally notified. If the adjournment is for more than thirty (30)
days, or if, after the adjournment, a new record date is fixed for the adjourned meeting, a Notice of
the adjourned meeting shall be given to each Shareholder of record entitled to vote at the meeting.

2.8 Majority Required. When a quorum is present at any meeting, the vote of the
holders of a majority of the voting power present, whether in person or represented by proxy, shall
decide any question brought before such meeting, unless the question is one upon which, by express
provision of the statutes or of the Articles of Incorporation, a different vote is required, in which case
such express provision shall govern and control the decision of such question.




2.9  Voting. Atevery meeting of the Shareholders, each Shareholder shall be entitled to
one vote in person or by proxy for each share of the capital stock having voting power held by such
Shareholder, but no proxy shall be voted or acted upon after eleven (11) months from its date, unless
the proxy provides for a longer period.

2.10  Action Without Meeting. Any actionrequired or permitted to be taken at any annual
or special meeting of Shareholders may be taken without a meeting, without prior notice, and
without a vote, if a consent in writing, setting forth the action so taken, shall be signed by the holders
of all of the outstanding shares entitled to vote with respect to the subject matter of the action.

2.11 Waiver of Notice. Attendance of a Shareholder at a meeting shall constitute waiver
of notice of such meeting, except when such attendance at the meeting is for the express purpose of
objecting to the transaction of any business because the meeting is not lawfully called or convened.
Any Shareholder may waive notice of any annual or special meeting of Shareholders by executing
a written Notice of Waiver either before or after the time of the meeting.

ARTICLE 3
DIRECTORS

3.1 Number. The number of Directors which shall constitute the whole Board shall be
not fewer than one (1), nor more than seven (7). The Directors shall be elected at the annual meeting
of the Shareholders, except as provided in Paragraph 3.2 of this Article, and each Director elected
shall hold office until his or her successor is elected and qualified. Directors need not be
Shareholders.

3.2  Vacancies. Vacancies and newly created directorships resulting from any increase
in the authorized number of Directors may be filled by the affirmative vote of a majority of the
remaining Directors then in office, though not less than a quorum, or by a sole remaining Director,
and the Directors so chosen shall hold office until the next annual election and until their successors
are duly elected and qualified, unless sooner displaced. If there are no Directors in office, then an
election of Directors may be held in the manner provided by statute.

33 Powers. The business and affairs of the Corporation shall be managed by its Board
of Directors, which may exercise all such powers of the Corporation and do all such lawful acts as
are not by statute, the Articles of Incorporation, or these Bylaws directed or required to be exercised
or done by the Shareholders. :

3.4  Place of Meetings. The Board of Directors of the Corporation may hold meetings,
both regular and special, either within or without the State of Arizona.




3.5  Annual Meetings. The first meeting of each newly elected Board of Directors shall
be held immediately following the annual meeting of Shareholders, and in the same place as the
annual meeting of Shareholders, and no notice to the newly elected Directors of such meeting shall
be necessary in order legally to hold the meeting, providing a quorum shall be present. In the event
such meeting is not held, the meeting may be held at such time and place as shall be specified in a
notice given as hereinafter provided for special meetings of the Board of Directors, or as shall be
specified in a written waiver by all of the Directors.

3.6 Regular Meetings. Regular meetings of the Board of Directors may be held without
notice at such time and at such place as shall from time to time be determined by the Board.

3.7  Special Meetings. Special meetings of the Board may be called by the President or
the Secretary on one (1) day's notice to each Director, either personally, by mail, by telegram, or by
telephone. Special meetings shall be called by the President or Secretary in like manner and on like
notice on the written request of two (2) Directors.

3.8 Quorum. A majority of the membership of the Board of Directors shall constitute
a quorum and the concurrence of a majority of those present shall be sufficient to conduct the
business of the Board, except as may be otherwise specifically provided by statute or by the Articles
of Incorporation. If a quorum shall not be present at any meeting of the Board of Directors, the
Directors then present may adjourn the meeting to another time or place, without notice other than
announcement at the meeting, until a quorum shall be present.

3.9  Action Without Meeting. Unless otherwise restricted by the Articles of
Incorporation or these Bylaws, any action required or permitted to be taken at any meeting of the
Board of Directors or of any committee thereof may be taken without a meeting, if all members of
the Board or committee, as the case may be, consent thereto in writing, and the writing or writings
are filed with the minutes of proceedings of the Board or committee.

3.10 Compensation. The Directors may be paid their expenses, if any, of attendance at
each meeting of the Board of Directors and may be paid a fixed sum for attendance at each meeting
of the Board of Directors or a stated salary as Director. No such payment shall preclude any Director
from serving the Corporation in any other capacity and receiving compensation therefor. Members
of special or standing committees may be allowed like compensation for attending committee
meetings. The amount or rate of such compensation of members of the Board of Directors or of
committees shall be established by the Board of Directors and shall be set forth in the minutes of the
Board.

3.11 Waiver of Notice. Attendance of a Director at a meeting shall constitute waiver of
notice of such meeting, except when the person attends the meeting for the express purpose of
objecting to the transaction of any business because the meeting is not lawfully called or convened.
Any Director may waive notice of any annual, regular, or special meeting of Directors by executing
a written Notice of Waiver either before or after the time of the meeting.




3.12 Executive and Other Committees.

| 3.12.1 The Board of Directors, by resolution adopted by a majority of the full Board,
| may designate from among its members an Executive Committee and one or more other committees,
| each committee to consist of two or more Directors. The Board may designate one or more Directors
as alternate members of any committee, who may replace any absent or disqualified member at any
meeting of the committee. In the absence or disqualification of a member, and the alternate or
alternates, if any, designated for such member, of any committee, the member or members thereof
present at any meeting and not disqualified from voting, whether or not he or they constitute a
quorum, may unanimously appoint another Director to act at the meeting in the place of any such
absent or disqualified member.

3.12.2 Except as otherwise provided in this section, the Executive Committee shall
have and exercise all of the authority of the Board in the management of the business and affairs of
the Corporation and any other committee shall have and exercise the authority of the Board to the
extent provided in the resolution designating the Committee. The Board of Directors, with or
without cause, may dissolve any such committee or remove any member thereof at any time.

3.12.3 Notwithstanding Section 3.12.2, no such committee of the Board shall have
the authority of the Board in reference to:

A. The amendment or repeal of the Bylaws or the adoption of new
Bylaws;

B. The filling of vacancies on the Board of Directors or in any committee
of the Board of Directors;

C. The fixing of compensation of Directors for serving on the Board or

on any committee of the Board of Directors; or
D. The submission to Shareholders of any action that requires Shareholder
approval by law,

3.13 Dividends. Except as limited by statute and the Articles of Incorporation, the Board
of Directors shall have full power to determine whether any, and, if so, what part, of the funds legally
available for the payment of dividends shall be declared in dividends and paid to the Shareholders
of the Corporation. The Board of Directors may fix a sum which may be set aside or reserved over
and above the paid-in capital of the Corporation for working capital or as a reserve for any proper
purpose, and from time to time may increase, diminish and vary such fund.

3.14 Minutes. The Corporation shall keep minutes of the proceedings of its Board of
Directors and committees thereof.




3.15 Director Conflicts of Interest.

3.15.1 No contract or other transaction between the Corporation and one or more of
its Directors or any other corporation, firm, association or entity in which one or more of its directors
are Directors or Officers or are financially interested, shall be either void or voidable because of such
relationship or interest or because such Director or Directors are present at the meeting of the Board
of Directors or a committee thereof which authorizes, approves or ratifies such contract or
transaction or because his or their votes are counted for such purpose, if:

A. The fact of such relationship or interest is disclosed or known to the
Board of Directors or committee which authorizes, approves or ratifies the contract or transaction
by a vote or consent sufficient for the purpose without counting the votes or consents of such
interested Directors; or

B. The fact of such relationship or interest is disclosed or known to the
Shareholders entitled to vote and they authorize, approve or ratify such contract or transaction by
vote or written consent; or

C. The contract or transaction is fair and reasonable to the Corporation
atthe time the contract or transaction is authorized, approved or ratified, in light of the circumstances
known to those entitled to vote thereon at that time.

3.15.2 Common or interested Directors may be counted in determining the presence
of a quorum at a meeting of the Board of Directors or a committee thereof which authorizes,
approves or ratifies such contract or transaction.

ARTICLE 4
OFFICERS

4.1  Designation of Titles. The Officers of the Corporation shall be chosen by the Board
of Directors and shall be a President, a Secretary, and a Treasurer. The Board of Directors may also
choose a Chairman of the Board, any number of Vice Presidents, and one or more Assistant
Secretaries and Assistant Treasurers. Any number of offices may be held by the same person, unless
the Articles of Incorporation or these Bylaws otherwise provide.

4.2  Appointment of Officers. The Board of Directors at its first meeting after each

annual meeting of Shareholders shall choose a President, a Secretary and a Treasurer, and may
choose any number of Vice Presidents and a Chairman of the Board, each of whom shall serve at the
pleasure of the Board of Directors. The Board of Directors at any time may appoint such other
officers and agents as it shall deem necessary to hold offices at the pleasure of the Board of Directors
and to exercise such powers and perform such duties as shall be determined from time to time by the
Board.




4.3  Salaries. The salaries of the Officers shall be fixed from time to time by the Board
of Directors, and no Officer shall be prevented from receiving such salary by reason of the fact that
he is also a Director of the Corporation. The salaries of the Officers, or the rate by which salaries
are fixed, shall be set forth in the minutes of the meetings of the Board of Directors.

44  Vacancies. A vacancy in any office because of death, resignation, removal,
disqualification, or otherwise may be filled by the Board of Directors at any time.

4.5 Chairman of the Board. The Chairman of the Board, if one shall have been
appointed and be serving, shall preside at all meetings of the Board of Directors and shall perform
such other duties as from time to time may be assigned to him or her.

4.6  President. The President shall preside at all meetings of Shareholders and, if a
Chairman of the Board shall not have been appointed or, having been appointed, shall not be serving
or be absent, the President shall preside at all meetings of the Board of Directors. He or she shall sign
all deeds and conveyances, all contracts and agreements, and all other instruments requiring
execution on behalf of the Corporation, and shall act as operating and directing head of the
Corporation, subject to policies established by the Board of Directors.

47  VYice President. There shall be as many Vice Presidents as shall be determined by
the Board of Directors from time to time, and they shall perform such duties as from time to time
may be assigned to them. Any one of the Vice Presidents, as authorized by the Board, shall have all
the powers and perform all the duties of the President in case of the temporary absence of the
President, or in case of his or her temporary inability to act. In case of the permanent absence or
inability of the President to act, the office shall be declared vacant by the Board of Directors and a
successor chosen by the Board.

4.8  Secretary. The Secretary shall see that the minutes of all meetings of Shareholders,
of the Board of Directors, and of any standing committees are kept. He or she shall be the custodian
of the Corporate seal and shall affix it to all proper instruments when deemed advisable by him or
her. He or she shall give or cause to be given required notices of all meetings of the Shareholders
and of the Board of Directors. He or she shall have charge of all the books and records of the
Corporation except the books of account, and in general, shall perform all the duties incident to the
office of secretary of a corporation and such other duties as may be assigned to him or her.

49  Treasurer. The Treasurer shall have general custody of all the funds and securities
of the Corporation, except such as may be required by law to be deposited with any state official.
He or she shall see to the deposit of the funds of the Corporation in such bank or banks as the Board
of Directors may designate. Regular books of account shall be kept under his or her direction and
supervision, and he or she shall render financial statements to the President, Directors and
Shareholders at proper times. The Treasurer shall have charge of the preparation and filing of such
reports, financial statements and returns as may be required by law.

4.10 Bonds. The Board of Directors may require any and all Officers, respectively, to give
abond for the faithful performance of their respective duties in such sum as said Board of Directors

7




may determine, such bond to be executed by a reliable surety company, but the expense of obtaining
the same shall be borne by the Corporation.

ARTICLE 3
CAPITAL STOCK

5.1  Form and Execution of Certificates. The certificates of shares of stock of the
Corporation shall be in such form as shall be approved by the Board of Directors. All certificates
shall be signed by both the President and the Secretary.

5.2  Certificates to be Entered. All certificates shall be consecutively numbered and the
names of the owners, the number of shares, and the date of issue shall be entered into the
Corporation's books.

5.3  Old Certificates to be Cancelled. Except in cases of lost or destroyed certificates
(and, in that case, after the receipt of a satisfactory bond, unless the giving of bond be waived) no
new certificates shall be issued until the former certificates of the shares represented thereby shall
have been surrendered and canceled. All such surrendered certificates shall be preserved by the
Secretary for reference.

5.4  Transfer of Shares. Shares shall be transferred only on the books of the Corporation
by the holder thereof, in person or by his attorney, upon the surrender and cancellation of certificates
for a like number of shares.

5.5  Regulations. The Board of Directors shall have the power and authority to make all
such rules and regulations as it may deem expedient concerning the issue, transfer and registration
of certificates of stock.

ARTICLE 6
DIVIDENDS

6.1 Dividends. The Board, in its discretion, from time to time, may declare dividends
upon the capital stock from the surplus or net profits of the Corporation, and, subject to the
provisions of the certificate of incorporation, may fix and change the dates for the declaration and
payment of dividends.

ARTICLE 7
AMENDMENTS

7.1  Amendments. The Board of Directors shall have power to make, amend, and repeal
the Bylaws of the Corporation by the vote of a majority of the Directors present at any regular or

=



special meeting of the Board, provided notice of such contemplated action shall be given to each
Director in the notice of such meeting.

The undersigned, being both of the Directors of WATCO, INC., hereby certify:

A. That the Directors of said Corporation are:

Mark E. Grapp, Sr. Barbara Grapp
P.O. Box 1270 P.O. Box 1270
Show Low, AZ 85902 Show Low, AZ 85902

B. That we adopt the foregoing Bylaws as the Bylaws of this Corporation.

IN WITNESS WHEREOF, we have hereunto subscribed our names this 1% day of April,
2003.

Mark E. Grapp, Sr.
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WATCO, INC.
P.O. BOX 1270 SHOW LOW, AZ 85902/PHONE 928-537-8739/FAX 928-537-8739

August 24, 2006

To Whom It May Concern:

The Franchise granted to Silverwell Service Corporation (a defunct corporation)
expired prior to 2000; subsequently, Watco applied for, and was granted, the Franchise
for that area in 2000.

In 2005, Watco, Inc. applied to Navajo county for a non-exclusive Franchise

containing the whole of Navajo county; this Franchise was granted that same year.
-~ —--—Jf you have any questions, I may be contacted by any means mentioned in the
header of this letter. Thank you.

Sincerely,

Phios ¢t

Thomas Grapp
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A RESOLUTION Q@gﬁm BOARD OF SUPERVISORS OF NAVAJO COUNTY,
GRAN@VC A NON-EXCLUSIVE WATER FRANCHISE
FOR PUBLIC UTILITY PURPOSES
PURSUANT TO A.R.S. § 40-283 TO WATCO.

BE IT RESOLVED by the Board of Supervisors of Navajo County as follows:

Section 1. There is hereby granted to __WATCQ _, an Arizona public service corporation,
public utibty or political subdivision, its successors and assigns (“Franchisee™), the right, privilege and
non-exclusive franchise tc construct, install, maintain and operate on, over, alopg, across and under
the present and future public strests, avenues, alleys, highways, bridges, roads and other public ways
m that portion of the unincorporated area of Navajo County more particularly described or depicted
on Exhibit A hereto, all Hines, pipes, cables and other facilities customarily associated with the
Franchisee’s business of supplying WATER. service to its customers,

Scetion 2. All facilities to be constructed or installed pursuant to this Franchise shall be
constructed, installed and mamtained in accordance with Navajo County standards, specifications and
permit and nsurance requivements for work within the public rights of way, as adnmxstercd by.the
Navajo County Department of Public Works and Risk Manager.

Ssetion 3. 1f any facility constructed or installed pursusmt to this braﬁchzsé'ts found to
interfere unduly with vehicular or pedestrian traffic, Franchisee shall, &t its own expense and within
a reasonable time after notice thereof by the Department of Public Works, remove or relocate the
facility so as to eliminate the unduc interference.

“Segtion 4. Franchisee shall bear all expenses, including damage und compensation, for any
akteration of the dircction, surface, grade or alignment of a public road or other public way, made for
the purpose of this Franchise,

Sectign §. This Franchise is subject at ail timos to such rcgulations and limitations on the use
of the public rowds and other public ways as the Board of Supervisors may deem best for the public
safety and welfare from timae to time.

Section ¢, If the Board of Supervisors takes action to dispose of an unnecessary public
roadway pursuant 10 AR.S. § 28-7201 ¢} seq,, the Board shall include in the instrument of disposal
specific and appropriate languagc to preserve Franchisee’s rights of use as they existed before the
disposal. ; -

Section 7. If Franchisee’s excreise of its rights under this Franchise causes'disturbance of
pavement, sidewalk, driveway or other improved surface, or piantmg, or other ground cover,
Franchisee shall, at its ¢xpense, promptly restore the surface to its prior condition in 2 mamner
satisfactory to the Department of Public Works. ,
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Sectign 8. If Franchisee’s facilities within any public road; ot other public way must be
permanently or temporarily relocated due to the relocation, realignment or improvement of the road
or way by Navajo County or another'governmental entity (including & Colinty Improvemens District),
Franchisce shall cooperate Jully and shall bear the expense of’relocating its facilities; provided,
however. that if Franchisee’s facilities were oviginally installed ((fire the toad or way was granted

10 Navzjo County or the public, Navajo County (or the govéijéfxiéhtal entity undertaking the
relocation, realignment or improvement) shall bear the expense of relocating Franchisce’s facilities.

Section 9. To the full extent permitted by law, Franchisce shall indermnify, defend and hold
harraless Navajo County and its officials, employees and agents from and against any loss, claim,
expense or liability arising out of Franchisec’s excreise of its rights under this Franchise.

Secticn 10. This Franchise shall continue and exist for a pericd of 25 years from the date
hereof, v

Section 11. The right, privilege and Fanchise granted herein shall be binding upon and inure
to the benefit of Franchisec, its successors and assigns; provided, howevet, that no transfer or
assignment shall be made without the prior writter approval of the Board of Supervisors.

Section 12. Any and all franchisces previously granted to Franchisee by the Board of
Supervisors, and any and all resclutions and parts thereof that may confict with the terms hereof, are
hereby vepealed.

Section 13. [fany provision of this Franghise iy adjudged to-be invalid or unerforceable in
whole or part, the remaining provisions shall not be affected. ‘ . . '

PASSED AND ADOPTED on_September 1L 2006, at Hofbrook, Nevajo County, Arizona. -

;cg’/’/%,& YA 222N
Larry Vi@g, Chairman
Board of Supervisors

Attest:

(;/;‘-"f('ﬁ Q,\/ojm/ ? -
g@/ Jongd, %(‘k of the Board v

i

The foregoing terms and conditions are hereby accepted by Franchisee.

By ?é‘ }/7/%4’,—»" et )

TAARK RAPP

Title _hrn e

A
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RESOLUTIONNO. £3:0%

A RESOLUTION OF THE BOARD OF SUPERVISORS OF
NAVAJO COUNTY, GRANTING A NON-EXCLUSIVE
FRANCHISE FOR PUBLIC UTILITY PURPOSES
PURSUANT TO A.RS. §40-283 TO _ W/ ATCD

BE IT RESOLVED by the Board of Supervisors of Navajo County as follows:

Section !, There is hereby granted o \A}ATC e » 811
Arizona public service corporation, public utility or polifical subdivision, its successors and

assigns ("Franchisee"), the right, privilege and non-gxclusive franchise 10 construct, instell,
maintain and operate on, over, along, across and under the present and future public streets,
avenues, alleys, highways, bridges, roads and other public ways in the unincorporated axeas of
Navajo County uoder the jurisdiction of the Board of Swpervisors, all lines, pipes, cables and
other facilities custornarily associated with the Applicant's business of supplying

water service to its customers,

Section 2. Al facilities to be constructed or installed pursuant to this Franchise shall be
constructed, instatled and maintained in accordance with Navajo County standards, specifications
and permit and insurance requirements for work withinthe public rights of way, a3 administered
by the Navajo County Department of Public Works and Risk Manager.

Section 3. If any facility consiructed or irstalled pursuant to this Franchise is found to
interfere unduly with vehicular or pedestrian traffic, Franchisee shall, a its own expense and
within & reasonable time after notice thereof iy the Department of Public Works, remove or
relocats the facility sc as to eliminate the undue interference.

Section 4. Franchisee shall bear all expenses, including damage and compensatior:, for
any alteration of the direction, surface, grade or alignment of & public road or other public way,
made for the puxpose of this Franchise.

Section5 This Franchise is subject at all times to such regulations and limitations on the
use of the public roads and other public ways as the Board of Supervisors may deem best for the
public safety and welfare from time fo time.

Section 6. If the Board of Supervisors takes action to dispase of an unnecessary public
roadway pursuant to A.R.S. § 28-7201 et seq., the Roard shall include in the instrument of
disposal specific and appropriate language o preserve Franchisee's rights of use as they existed
before the disposal.

Section 7. 1f Franchisee’s exercise of its rights under this Franchise causes disturbance of
pavement, sidewaik, driveway or other iniproved surface, or planting or other ground cover,
Franchisee shall, at its expense, promptly resiore the surface to its prior condition W & manner
satisfactory to the Departinent of Public Works,

[FiGr
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} Section §. 1 Franchisee's facilities within any public road ov other public way aust be
permanently or temporanly redocated due to the rclocation, realignment or jmprovement of the
road or way by Navajo County or another governmenta) entity (including a County }mpr?\','t‘ament
District), Franchisce shall cocperate fully and shall bear the expense of relocating its facilities;
provided, however, that if Franchisee’s facilities were onginally instalied before the rQad OF Way
was grazited to Navajo County or the public, Navajo County (or the governmental entity
undertaking the relocztion, realignment or irprovement) shall bear the expense of relocating
Franchisee's facilities.

Secuion 9. To the full extent permitted by Jaw, Franchisee shall indemnnify, defend and
hold harmless Navajo County and its officials, employees and agents from and against anysléssg
clajm, expense or lability arising out of Franchisee’s exercise of its rights under this Franciise.

Section 10. This Franchise shall continue and exist for a period of 25 years from the dale
hereof.

Section 11. The right, privilege and franchise granted herein shal) be bindimg upon and
inure 1o the beneflt of Franchisee, its successors and assigns; provided, however, that no ir ansfer
or assignment shall be made without the prior written spproval of the Board of Supervisors.

Section 12. Any and all franchisees previously granted to Franchisee by the Board of
Supervisors, and any and all resolutions and parts thereof that may condlict with the terms hereof,
are hereby repealed.

Section 13. If any provision of this Franchise is adjudged to be invalid or unenforceable
in whole or part, the remaining provisions shall not be affected.

PASSED AND ADOPTED on /437/ o3 PS> ., at Holbrook, Navaio

County, Anizona. A %

ineé(, Board of Supervisors

Attest
toandene +2 ol
Clesk of the Board U

The foregoing terms and conditions are hereby accepted by Franchisee.
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By Mack Geaoo -
: ™
Title /?rmaa\ en e
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