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NOTICE OF FILING FINANCING 
DOCUMENTS 

Pursuant to Decision No. 72748, Livco Water Company hereby submits copies ol 

$11 executed financing documents related to the WIFA loan. See Attachment 1. 
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MOYES SELLERS & HENDRICKS 
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GENERAL BORROWING RESOLUTIONS 

TO: Watcr hhSru~W Finance Authority Of Arizona 

THIS IS TO CERTIFY that, at a meeting of thc Board of Directom of Livco Water Company, a 
corporation duly organized and existing under the laws of the State of Arizona., which meeting 
was ppe r ly  and duly d e d  in a c c d c e  with the Bylaws and Articles of Incorporation of said 
corporation, and held w the 4* day of Septembera 2012, at which meeting at least a quonun of 
said Board of Direc~rs was present and those present constituted a legally sufficient number 
qualified to act and hransact matters as outlined below, the following Resolutions were adopted 
and the same have not been altered, amended or revoked: 

RESOLVED THAT this corporation is hereby authorized and empowered to enter into a loan 
transaction With WATER INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA 
("Lender") and borrow pursuant thereto, and that, Rick Katrtz, the President, of this corporation, 
be, and he is hereby, authorized and empowered to act on behalf of this corporation, and in such 
capacity such officer is authorized and empowered to borrow h r n  time to time on behalf of, and 
in the name oc the corporation fkom Lender such sums of money as such authorized officer or 
person may deem expedient, not exceeding in the aggregate at any one time the principal sum of 
thirty thousand dollars ($30,000), on sucb terms and conditions as such authorized person or 
officer so acting hereunder may approve, including, without limitation, conferring the power to 
appoint a receiver, and to pledge, set over, transfer, assign, mortgage, hypothecate, grant secufity 
interests in, and otherwise encumber as security for the repayment of each of such loans, any 
assets of the corporation as may be required and agreed upan between such authorizedofficer or 
person aud Lender, and to execute and deliver to Lender on behalf of, and in the name of, the 
corporation, the corporation's evidence(s) of indebtedness stating the corporation's promise and 
obligation to pay said principal s~rm(s), together with any other amounts which may be provided 
for in s u b  inStrument(s) evidencing said indebtedness and h m  time to time, when any 
obligation evidencing any of such loam matwes, to renew the loan(s) in whole or in part until the 
same are paid infirll; and 

FURTHER RESOLVED, that such authorized officer or person andor the Livco manager, Jenni 
Wicks, are hereby authorized and empowered to execute on behalfoc and in the name of, the 
corporation from time to time loan agreements, - * granting Lender a security interest in 
any assets of the coqmration, and supplements to each, together with any and all other security 
agreements, iostruments and documents as may be required and agwd upon between such 
officer or person and h d e r  or which such officer or person may deem expedient in Carrying out 
the inteats and purposes of the Resolutions set forth hereiq and 

FURTHEB RESOLVED, that these Resolutions relate solely to gcneral corporate borrowing and 
do not in my manner whatsoever limit the amount of any corporate borrowing heretofore or 
hemafter made lmda any other fjnancing arrangement, and that these Resolutions are mutually 
exclusive, cumulative as to amounts and shall not serve to revoke or alter any Resolutions 
previously delivered to Lender or (unless spe&cally otherwise provided) be revoked by any 
Resolutions subsequently 
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delivered to Lender relating to general or specific financing atfangements between Lender and the 
corporation; and 

RESOLVED FURTHER, that for action of the Lender in reliance thereon, the Secretary of this 
corporation certify and deliver to the said Lender a copy of these Resolutions, and that these 
Resolutions shall remain in bll force and effect until Written notice of their repeal shall have beem 
received by Lender and until all indebtedness which may have been incurred as aforesaid shall have 
been paid and satisfied. 

WE FURTHER CERTIFY that the authority conferred is not inconsistent with the Laws of the State 
of Arizona or the State wherein this corporation was chartered, nor the Charter or Bylaws of this 
corporation. 

IN WITNESS WHEREOF, the President and Secretary of this corporation have-hereunto set 
their hands officially and affixed the seal of this corporation this Y day of, 
%- 

ATTEST: 

(SEAL) 
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Loan Resolution 2013-002- Livco Water Company 
Water Infrastructure Finance Authoriw of Arizona 

WHEREAS, the Water Infrastructure Finance Authority of Arizona (the "Authority") has 
received from Livco Water Company (the "Local Borrower) a request for a loan (the "Loan1'); 
and 

WHEREAS, the Authority has determined that the Local Borrower has met the requirements of 
Arizona Revised Statutes 549-1201 et seq. (the "Act") and the rules promulgated thereunder (the 
"Rules "): and 

WHEREAS, the terms and conditions under which a Loan will be made and the obligations of 
the Local Borrower will be set forth in a loan agreement or bond purchase agreement (the "Loan 
Agreement") to be executed by the Local Borrower and the Authority. 

NOW, THEREFORE BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE 
AUTHORITY AS FOLLOWS: 

The Executive Director of the Authority is hereby authorized and directed to execute a Loan 
Agreement with the Local Borrower to evidence a Loan in accordance with the Act, the Rules, 
the Local Borrower's applications to the Authority, and the Project Summary detailed in Section 
2 of this Loan Resolution. 

The Executive Director and other Authority officials, as appropriate. are authorized and directed 
to sign any document and take such actions as necessary and appropriate to consummate the 
transactions contemplated by this Resolution and the Loan Agreement and to ensure that the 
Local Borrower has completed all requirements of the Authority as detailed in Section 3, Section 
4, and Section 5 of this Loan Resolution. 

This Resolution shall take effect immediately and shall terminate one year from the date of 
Board Action. 

Dated: August 15,2012 

Attest: es; k u  
Executive Director 
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Loan Resolution 2013-002- Livco Water Company 
Water Infrastructure Finance Authority of Arizona 

2.1 Project Number(s) 

DW 019-2013 

2.2 Project Priority Data 

PL Rank Fundim Cvcle Powlation Sewed Subsidv Rate 
12 2013 850 80% 

2.3 Project Description(s) 

Livco Water Company’s main storage tank is over 40 years old. The original paint has 
mostly flaked off, exposing the metal tank to the elements and causing it to begin to 
deteriorate. 

The Water Company proposes to refurbish the tank to repair the deterioration and to repaint 
the tank to prevent any further deterioration. 

6 
% 

2.4 Previous Board or Committee Actions 

June 20,2007 - Board awarded TA grant 870044-08 of $3,500 to Livco Water Company for 
a water system evaluation. 

June 25,2008 - Board awarded TA grant 870075-09 of $10,000 to Livco Water Company 
for the design of a system interconnect. 

June 25,2008 - Board adopted Loan Resolution #2008-020 (Loan #920141-09) for $124,000 
to Livco Water Company for the replacement of old water meters. 

2 5  Project Finance Committee Recommendations 

Not reviewed by Project Finance Committee 

Financial Assistance Amount: $30,000 

Primary Repayment Source: Drinking Water System Revenues 
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Loan Resolution 2013-002- Livco Water Company 
Water Infrastructure Finance Authoriw of Arizona 

Secondary Repayment Source: None 

Loan Term: 20 years 

Frequency of Repayment: Monthly 

Loan Structure: Non-governmental with Level 1 

Debt Service Reserve Fund Requirements: WIFA Held 

Repair and Replacement Fund Requirements: Local - Separate Account 

Requirements Prior to Loan Execution: 

Require Legal Opinion: Yes 

Other: None 

Requirements Prior to Construction: None 

Requirement During Construction: None 

Requirements Prior to Final Disbursements: None 

Loan Category: Not Qualified 

Policy Exceptions: None 

Observation Schedule: 

Observation 1: 80% construction budget dispersal 

Withholding Percentage: 10% (released after deliverables received) 

Requirements Prior to Loan Execution: None 

Requirements Prior to Construction: 

Prior Review and Approval of Construction Bids: Yes 

Require Construction Signs: Yes 
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Loan Resolution 201 3-002- Livco Water Company 
Water Infrastructure Finance Author& of Arizona 

The Local Borrower shall erect a construction sign displaying information on the Project 
and the h d i n g  sources. The Authority shall provide specifications for such construction 
signs. 

Other: None 

Requirements During Construction: 

Prior Review of Changes in Project Scope: Yes 

The Local Borrower shall submit to the Authority, for review and approval prior to 
execution, any change to the plans and specifications, construction contracts, Eligible 
Project Costs, or any other change which will effect the performance standards or 
purpose of the Project. 

Other: None 

Requirements Prior to Final Dlsbursemenb: 

Require Plan of Operation: No 

Require Final Approval: No 

Other: None 

Policy Exceptions: Exception to WIFA Policy #II.3. Project is only expected to take one 
week; only one construction observation is required. 

WIFA to generate Press Release: Yes 

Other: Wage rate reporting requirements 
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Loan Agreement 

between 

Water Infrastructure Finance Authority of Arizona 
(the ‘cAuthority”) 

and 

Livco Water Company 

(the “Local Borrower”) 

Evidencing a Loan h m  the 
Authority to the Local Borrower 

Dated as of September 21,2012 



WATER INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA 
LOAN AGFtEXMEN" 

This Loan Agreement (as it may be amended or supplemented from time to time, this 
"Ameement") is made and entered into as of the date set forth below by and between Borrower 
and Lender set forth below. 

This Loan Agreement includes the attached Exhibits and the attached Standard Terms and 
Conditions. Any capitalized terms used and not defined herein shall have the meanings ascribed 
to such terms in the Exhibits and Standard Terms and Conditions. 

Seetioo 1. Partv Names And Addresses. 

Borrower: Livco Water Company 

Borrower Mailing PO Box 659 
Address: Concho, Arizona AZ 85924 

(928) 337-2266 
(928) 337-3578 

Attention: Jenni Wicks, Manager 

Borrower Business PO Box 659 
Office Address: Concho, Arizona 85924 

Lender: Water Inhstructure Finance Authority of Arizona 

Lender 
Address: Phoenix, Arizona 85007 

11 10 West Washington Street, Suite 290 

Attention: Executive Director 

Section 2. Loan Informatioa. The terns of the Loan include the terms set forth in the Exhibits, 
which are part of this Agreement: 

Exhibit A 
Exhibit B 
Exhibit C 
Exhibit D 
Exhibit E 
Exhibit F 
Exhibit G 
Exhibit H 

Financial Assistance Terms and Conditions 
Technical Terms and Conditions 
Reporting Requirements 
Debt Service Reserve and Replacement Reserve Provisions 
Limits on Additional Indebtedness without Lender Consent 
Fom of Promissory Note 
Form of Opinion of Counsel to Borrower 
Borrower Disclosure 

Section 3. The Loan. Subject to the terms and conditions of this Agreement, Lender a g e e s  to 
make the Loan to Borrower by meaos of one or more disbursements ("Disbursementsyy) in an 



aggregate principal amount not to exceed the Loan Amount (the ‘’Commitmentyy). The 
undisbursed portion of the Commitment shall expire on but not include the earliest of (i) the date 
on which the Loan has been fully disbursed by Lender, or (ii) the first Principal Repayment Date 
set forth in the Exhibit A. The obligation of Borrower to repay the Loan is evidenced by the 
Promissory Note in the form attached hereto as Exhibit F, 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 ‘W-”). In the event of a conflict between the Note and 
this Agreement, the terms of this Agreement shall be deemed controlling. The Loan shall not 
constitute a revolving loan, and amounts qmid may not be rebornwed. 

Section 4. Advances. Section 4. Disbursements. Lender may disburse h d s  by check, by 
electronic means or by means of magnetic tape or other transfer medium. In making 
Disbursements, Lender shall be entitled to rely upon, and shall incur no liability to Borrower in 
acting upon, any request made by a person identiwig himself or herself as one of the persons 
authorized by Borrower to quest Disbursements. Disbursements of the Loan will be made only 
upon satisfaction of the conditions set forth in this Agreement, including the following: 

(a) Lender has received a draw request h m  Borrower, in form and substance satisfactory to 
Lender, not less than ten (10) days prior to the date for which such Disbursement is requested, 
specifjing the amount and purpose of the Disbursement requested. Lender will furnish an 
acceptable form of draw request to Borrower. Lender may revise the form of draw request firom 
time to time. 

(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. 

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

&don 5. Pavment Of PrincimL Interest And Fees. The outstanding principal balance of 
the Loan, together with all unpaid accrued interest due under the Note, shall be paid by 
“automatic debit” firom the Borrower Deposii Account. The Borrower Deposit Account shall be 
a Demand Deposit Account in the name of the Borrower, Account Number 252453614 
maintained with Bank of America Borrower shall cause monthly payments to be made by direct 
debit to the Lender in accordance with routing instructions within Exhibit A. 

Section6. Loan And Securitv 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 Securitv A m e n t ” )  granting Lender a Secutity interest in the collateral described 
therein by the provisions of this Agresment providing for the holding of, and granting Lender a 
security interest in, the Debt Service Reserve Fund and the Replacement Reserve Fund (as 
described in Exhibit D). The Continuing Security Agreement, any Deed of Trust and any other 
agreements, documents or instrummts securing the Loan are r e f e d  to as the “securit~ 



Documents”. This Agreement, the Note, the Security Documents and any other agreements, 
documents or instruments evidencing, securing or otherwise relating to the Loan, and all exhibits 
thereto, are referred to as the ccLoan Documents”. 

IN WITNESS WHEREOF, the Authority and Borrower have caused this Loan Agreement to be 
executed and delivered as of the date of execution hererof. 

DATED as of September 2 1,20 12 

Livco Water Company 

Title: Manager 

Water Inlktmcture Finance Authority of Arizona 

By: 



LOAN AGREEMENT ADDENDUM 

Wage Rate Requirements for Compliance with P.L. 111-88 

Water Inbtructure Finance Authority of Arizona 

This document (this "Wage Rate Addendum") sets forth additional requirements 
applicable to state revolving fund Loans made by the Water Infrastructure Finance Authority 
of Arizona ("WIFA") that 8 f e  subject to the requirements of federal Public Law 11 1-88, 
"Making appropriations for the Department of the Interior, environment, and related agencies 
for the fiscal year ending September 30,2010, and for other purposes," enacted October 30, 
2009 ("P.L. 111- 88"). The provisions in this Wage Rate Addendum are a part of the Loan 
Agreement. Capitalized tern not otherwise defined herein shall have the meanings given 
them in the Loan Agreement. 

The parties acknowledge and agree that b d s  disbursed by WIFA to the Local 
Borrower will include h d s  made available to WIFA by the federal government under P.L. 
1 1 1-88, and that the requirements of P.L. 1 11-88 include those set forth in this Wage Rate 
Addendum. The Local Borrower agrees to comply with all of those requirements and agrees 
that failure to do so is a breach of the provisions of the Loan Agreement which may result in 
a default under the Loan Agreement, termination of WIFA's obligation to make 
disbursements on the Loan and the Local Borrower beiig required to repay all amounts that 
have been disbursed by WIFA on the Loan, together with interest and fees as provided in the 
Loan Agreement. 

Additional Reauirement for SubreciDienQ that are not Governmental Entities: 

om - Under this Wage Rate Addendum, the Obtaining Wage Demmmab 
non-(r;overnmental borrower must submit its proposed Davis Bacon wage determinations to 
WFA for approval prior to includihg the wage determination in any solicitation, contract task 
orders, work assipments, or similar instruments to existing contractors. THIS PARAGRAPH 
DOES NOT APPLY TO GOYERNMENTAL ENTITIES. 

. .  

section 1. Wage Rate Reuuirements 

The following language must be included in all Davis Bacon covered construction contracts 
and subcontracts. (29 CFR Part 5.5) 

(a) The Local Borrower shall insert in full in any contract in excess of $2,000 which is 
entered into for the actual construction, alteration andor repair, including painting and 
decorating, of a treatment work under the CWSRF or a construction project under the 
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DWSRF, or building or work financed in whole or in part h m  Federal h d s  or in 
accordance with guarantees of a Federal agency or financed h m  funds obtained by pledge 
of any contract of a Federal agency to make a loan, grant or annual contribution (except 
where a different meaning is expressly indicated), and which is subject to the labor standards 
provisions of any of the acts listed in Sec. 5.1, or the FFY 2010 appropriation, the following 
clauses: 

(1) Minimum wages. (i) All laborers and mechanics employed or working upon the site of 
the work will be paid unconditionally and not less often than once a week, and without 
subsequent deduction or rebate on any account (except such payroll deductions as are 
permitted by regulations issued by the Secretary of Labor under the Copeland Act (29 CFR 
part 3)), the full amount of wages and bona fide fringe benefits (or cash equivalents thereof) 
due at time of payment computed at rates not less than those contained in the wage 
determination of the Secretary of Labor which is attached hereto and made a part hereof, 
regardless of any contractual relationship which may be alleged to exist between the 
contractor and such laborers and mechanics. Contributions made or costs reasonably 
anticipated for bona fide fiinge benefits under section l(b)(2) of the Davis-Bacon Act on 
behalf of laborers or mechanics are considered wages paid to such laborers or mechanics, 
subject to the provisions of paragraph (a)(l)(iv) of this section; also, regular contributions 
made or costs incurred for more than a weekly period (but not less often than quarterly) 
under plans, funds, or programs which cover the particular weekly period, are deemed to be 
constructively made or incurred during such weekly period. Such laborers and mechanics 
shall be paid the appropriate wage rate and fringe benefits on the wage determination for the 
classification of work actually pexformed, without regard to skill, except as provided in Sec. 
5.5(a)(4). Laborers or mechanics performing work in more than one classification may be 
compensated at the rate specified for each classification for the time actually worked therein: 
Provided, that the employer's payroll records accurately set forth the time spent in each 
classification in which work is performed. The wage detenninalion (including any additional 
classification and wage rates conformed under paragraph (a)(l)(ii) of this section) and the 
Davis-Bacon poster (WH-1321) shall be posted at all times by the contractor and its 
subcontractors at the site of the work in a prominent and accessible place where it can be 
easily seen by the workers. Local Borrowers may obtain wage determinations h m  the U. S. 
Department of Labor's web site, www.wdol.nov. 

(ii)(A) The Local Borrower, on behalf of EPA, shall require that any class of laborers or 
mechanics, including helpers, which is not listed in the wage determination and which is to 
be employed under the contract shall be classified in conformance with the wage 
determination. The WIFA award official shall approve an additional classification and wage 
rate and m g e  benefits therefore only when the following criteria have been met: 

(1) The work to be performed by the classification requested is not performed by a 
classification in the wage determination; and 
(2) The classification is utilized in the area by the construction industry; and 
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(3) The proposed wage rate, including any bona fide fiinge benefits, bears a reasonable 
relationship to the wage rates contained in the wage determination. 
(€3) If the contractor and the laborers and mechanics to be employed in the classification (if 
known), or their representatives, and the Local Borrower agree on the classification and 
wage rate (including the amount designated for fringe benefits where appropriate), a report of 
the action taken shall be sent by the Local Borrower to the WIFA award official. The WIFA 
award official will transmit the repo* to the Administrator of the Wage and Hour Division, 
Employment Standards Administration, U.S. Department of Labor, Washington, DC 202 10 
and to the EPA Davis Bacon Regional Coordinator concurrently. The Administrator, or an 
authorized representative, will approve, modify, or disapprove every additional classification 
action within 30 days of receipt and so advise the WIFA award official or will notify the 
WIFA award official within the 30-day period that additional time is necessary. 
(C) In the event the contractor, the laborers or mechanics to be employed in the classification 
or their representatives, and the Local Borrower do not agree on the proposed classification 
and wage rate (including the amount designated for fringe benefits, where appropriate), the 
award official shall refer the questions, including the views of all interested parties and the 
recommendation of the WIFA award official, to the Administrator for determination. The 
Administrator, or an authorized representative, will issue a determination within 30 days of 
receipt and so advise the contracting officer or will not@ the contracting officer within the 
3O-day period that additional time is necessary. 
@) The wage rate (including I6ringe benefits where appropriate) determined pursuant to 
paragraphs (a)(I)(ii) (B) or (C) of this section, shall be paid to all workers performing work 
in the classification under this contract from the first day on which work is performed in the 
classification. 
(iii) Whenever the minimum wage rate prescribed in the contract for a class of laborers or 
mechanics includes a fringe benefit which is not expressed as an hourly rate, the contractor 
shall either pay the benefit as stated in the wage determination or shall pay another bona fide 
fringe benefit or an hourly cash equivalent thereof. 
(iv) If the contractor does not make payments to a trustee or other third person, the contractor 
may consider as part of the wages of any laborer or mechanic the amount of any costs 
reasonably anticipated in providing born fide f i g e  benefits under a plan or program, 
Provided, That the Secretary of Labor has found, upon the written request of the contractor, 
that the applicable standards of the Davis-Bacon Act have been met. The Secretary of Labor 
may require the contractor to set aside in a separate account assets for the meeting of 
obligations under the plan or program. 

(2) Withholding. The Local Borrower shall upon its own action or upon written request of 
WIFA, EPA award official or an authorized representative of the Department of Labor 
withhold or cause to be withheld fiom the contractor under this contract or any other Federal 
contract with the same prime contractor, or any other federally-assisted contmt subject to 
Davis-Bacon prevailing wage requirements, which is held by the same prime contractor, so 
much of the accrued payments or advances as may be considered necessary to pay laborers 
and mechanics, including appmtices, trainees, and helpers, employed by the contractor or 
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any subcontractor the full amount of wages required by the contract. In the event of failure to 
pay any laborer or mechanic, including any apprentice, trainee, or helper, employed or 
working on the site of the work, all or part of the wages required by the contract, the (Agency) 
may, after written notice to the contractor, sponsor, applicant, or owner, take such action as 
may be necessary to cause the suspension of any M e r  payment, advance, or guarantee of 
funds until such violations have ceased. 

(3) Payrolls and basic records. (i) Payrolls and basic records relating thereto shall be 
maintained by the contractor during the course of the work and preserved for a period of 
three years thereafter for all labom and mechanics working at the site of the work. Such 
records shall contain the name, address, and social security number of each such worker, his 
or her correct classification, hourly rates of wages paid (including rates of contributions or 
costs anticipated for bona fide fringe benefits or cash equivalents thereof of the types 
described in section l(b)(2)(€3) of the Davis-Bacon Act), daily and weekly number of hours 
worked, deductions made and actual wages paid. Whenever the Secretary of Labor has found 
under 29 CFR 5S(a)(IXiv) that the wages of any laborer or mechanic include the amount of 
any costs reasonably anticipated in providing benefits under a plan or program described in 
section I(b)(2)@) of the Davis-Bacon Act, the contractor shall maintain records which show 
that the commitment to provide such benefits is enforceable, that the plan or program is 
financially responsible, and that the plan or program has been communicated in writing to 
the laborers or mechanics affected, and records which show the costs anticipated or the 
actual cost incurred in providing such benefits. Contractors employing apprentices or 
trainees under approved programs shall maintain written evidence of the registration of 
apprenticeship programs and certification of trainee programs, the registration of the 
apprentices and hinees, and the ratios and wage rates prescribed in the applicable programs. 
(ii)(A) The contractor shall submit weekly for each week in which any contract work is 
performed a copy of all payrob to the Local Borrower. Such documentation shall be 
available on request of WIFA or EPA. As to each payroll copy received, the subrecipient 
shall provide written confirmation in a form satisfactory to the State indicating whether or 
not the project is in compliance with the requirements of 29 CFR 5.5 (a)(l) based on the 
most recent payroll copies for the specified we&. The payrolls shall set out accurately and 
completely all of the information required to be maintained under 29 CFR 5.5(a)(3)(i), 
except that full social security nnmbem and home addresses shall not be included OD 
weekly transmittals. Instead the payrolls shall only need to include an individually 
identifjing number for each employee (ag., the last four digits of tbe employee's social 
security number). The required weekly payroll information may be submitted in any form 
desired. Optional Form WH-347 is available for this purpose from the Wage and Hour 
Division Web site at htt~://wvw.doI.~ov/esa/whd/forms/wh347instr.htm or its successor site. 
The prime contractor is responsible for the submission of copies of payrolls by all 
subcontractors. Contractors and subcontcactors shall maintain the f i l l  social security number 
and current a d h s  of each covered worker, and shall provide them upon request to the 
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Local Borrower for transmission to WIFA or EPA, if requested by EPA, WIFA, the 
contractor, or the Wage and Hour Division of the Department of Labor for purposes of an 
investigation or a d i t  of compliance with prevailing wage requirements. It is not a violation 
of this section for a prime contractor to require a subcontractor to provide addresses and 
social security numbers to the prime contractor for its own records, without weekly 
submission to the Local Borrower. 
(€3) Each payroll submitted shall be accompanied by a "Statement of Compliance," signed by 
the contractor or subcontractor or his or her agent who pays or supervises the payment of the 
persons employed under the contract and shall certify the following: 
(1) That the payroll for the payroll period contains the information required to be provided 
under Sec. 5.5 (ax3)(ii) of Regulations, 29 CFR part 5, the appropriate information is being 
maintained under Sec. 5.5 (a)(3)(i) of Regulations, 29 CFR part 5, and that such information 
is correct and complete; 
(2) That each laborer or mechanic (including each helper, apprentice, and trainee) employed 
on the contract during the payroll period has been paid the full weekly wages earned, without 
rebate, either directly or indirectly, and that no deductions have been made either directly or 
indirectly h m  the full wages earned, other than permissible deductions as set forth in 
Regulations, 29 CFR part 3; 
(3) That each laborer or mechanic has been paid not less than the applicable wage rates and 

fiinge benefits or cash equivalents for the classifidon of work performed, as specified in 
the applicable wage determination incoprated into the contract. 
(C) The weekly submission of a properly executed certification set forth on the reverse side 
of Optional Form WH-347 shall satisfy the requirement for submission of the "Statement of 
Compliance" required by paragraph (a)(3)(ii)(B) of this section. 
@) The falsification of any of the above certifications may subject the contractor or 
subcontractor to civil or criminal prosecution under section 1001 of title 18 and section 23 1 
of title 3 1 of the United States Code. 
(iii) The contractor or subcontractor shall make the rewrds required under paragraph (a)(3)(i) 
of this section available for inspection, copying, or transcription by authorized 
representatives of WIFA. EPA or the Department of Labor, and shall permit such 
representatives to intemiew employees during working hours on the job. If the contractor or 
subcontractor fails to submit the required records or to make them available, the Federal 
agency or WIFA may, after Written notice to the contractor, sponsor, applicant, or owner, 
take such action as may be necessary to cause the suspension of any firther payment, 
advance, or guarantee of h d s .  Furthermore, failure to submit the required records upon 
request or to make such records available may be grounds for debarment action pursuant to 
29 CFR 5.12. 

(4) Apprentices and trainees - (i) Apprentices. Apprentices will be permitted to work at less 
than the predetermined nrte for the work they performed when they are employed pursuant to 
and individually registered in a bona fide apprenticeship program registered with the U.S. 
Department of Labor, Employment and Training Administration, Office of Apprenticeship 
Training, Employer and Labor Services, or with a State Apprenticeship Agency recognized 
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by the Office, or if a person is employed in his or her first 90 days of probationary 
employment as an apprentice in such an apprenticeship program, who is not individually 
registered in the program, but who has been certified by the Office of Apprenticeship 
Training, Employer and Labor Services or a State Apprenticeship Agency (where appropriate) 
to be eligible for probationary employment as an apprentice. The allowable ratio of 
apprentices to journeymen on the job site in any craft classification shall not be greater than 
the ratio permitted to the contractor as to the entire work force under the registered program. 
Any worker listed on a payroll at an apprentice wage rate, who is not registered or otherwise 
employed as stated above, shall be paid not less than the applicable wage rate on the wage 
determination for the classification of work actually performed. In addition, any apprentice 
performing work on the job site in excess of the ratio permitted under the registered program 
shall be paid not less than the applicable wage rate on the wage determination for the work 
actually performed. Where a contractor is performing construction on a project in a locality 
other than that in which its program is registered, the ratios and wage rates (expressed in 
percentages of the journeyman's hourly rate) specified in the contractor's or subcontractor's 
registered program shall be observed. Every apprentice must be paid at not less than the rate 
specified in the registered program for the apprentice's level of progress, expressed as a 
percentage of the journeymen hourly rate specified in the applicable wage determination. 
Apprentices shall be paid fringe benefits in accordance with the provisions of the 
apprenticeship program. If the apprenticeship program does not specie fiinge benefits, 
apprentices must be paid the 1 1 1  mount of f h g e  benefits listed on the wage determination 
for the applicable classification. If the Administrator determines that a different practice 
prevails for the applicable apprentice classification, fringes shall be paid in accordance with 
that determination. In the event the Office of Apprenticeship Training, Employer and Labor 
Services, or a State Apprenticeship Agency recognized by the Office, Withdraws approval of 
an apprenticeship program, the contractor will no longer be permitted to utilize apprentices at 
less than the applicable predetermined rate for the work performed until an acceptable 
program is approved. 
(ii) Trainees. Except as provided in 29 CFR 5.16, trainees Will not be permitted to work at 
less than the predetermined rate for the work performed unless they are employed pursuant to 
and individually registered in a program which has received prior approval, evidenced by 
formal certification by the US. Department of Labor, Employment and Training 
Administration. The ratio of trainees to journeymen on the job site shall not be greater than 
permitted under the plan approved by the Employment and Training Administration. Every 
trainee must be paid at not less than the rate specified in the approved program for the 
trainee's level of progress, expressed as a percentage of the journeyman hourly rate specified 
in the applicable wage determination. Trainees shall be paid fringe benefits in accordance 
with the provisions of the trainex program. If the trainee program does not mention h g e  
benefits, trainees shall be paid the 1 1 1  amount of h g e  benefits listed on the wage 
determination unless the Admistrator of the Wage and Hour Division determines that there 
is an apprenticeship program associated with the corresponding journeyman wage rate on the 
wage determination which provides for less than full h g e  benefits for apprentices. Any 
employee listed on the payroll at a trainee rate who is not registered and participating in a 
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training plan approved by the Employment and Training Admistration shall be paid not 
less than the applicable wage rate on the wage determination for the classification of work 
actually perFomed. In addition, any trainee performing work on the job site in excess of the 
ratio permitted under the registered program shall be paid not less than the applicable wage 
rate on the wage determination for the work actually performed. In the event the 
Employment and Training Administration withdraws approval of a training program, the 
contractor will no longer be permitted to utilize trainees at less than the applicable 
predetermined rate for the work pdomed until an acceptable program is approved. 
(iii) Equal employment opportunity. The utilization of apprentices, trainees and journeymen 
under this part shall be in conformity with the equal employment opportunity requirements 
of Executive Order 11246, as amended, and 29 CFR part 30. 

(5) Compliance with Copeland Act requiremenb. The contractor shall comply with the 
requirements of 29 CFR part 3, which are incorporated by reference in this contract. 

(6) Subcontracts. The contractor or subcontractor shall insert in any subcontracts the clauses 
contained in 29 CFR 5.5(a)(1) through (10) and such other clauses as the EPA determines 
may by appropriate, and also a clause requiring the subcontractors to include these clauses in 
any lower tier subcontracts. The prime contractor shall be responsible for the compliance by 
any subntractor or lower tier subcontractor with all the contract clauses in 29 CFR 5.5. 

(7) Contract termination: debarment. A breach of the contract clauses in 29 CFR 5.5 may 
be grounds for termination of the contract, and for debarment as a contractor and a 
subcontractor as provided in 29 CFR 5.12. 

(8) Compliance with Davis-Bacon and Related Act requirements. All rulings and 
interpretations of the Davis-Bacon and Related Acts mtained in 29 CFR parts 1,3, and 5 
are herein incoqorated by reference in this contract. 

(9) Disputes concerning labor standards. Disputes arising out of the labor standards 
provisions of this contract shall not be subject to the general disputes clause of this contract. 
Such disputes shall be resolved in accordance with the procedures of the Department of 
Labor set forth in 29 CFR parts 5, 6, and7. Disputes within the meaning of this clause 
include disputes between the contractor (or any of its subcontractors) and the Local Borrower, 
WIFA, EPA, the U.S. Rpartment of Labor, or the employees or their representatives. 

(10) Certification of eligibility. (i) By entering into this contract, the contractor certifies that 
neither it (nor he or she) nor any person or firm who has an interest in the contractor's firm is 
a person or firm ineligible to be awarded Government contracts by virtue of section 3(a) of 
the Davis-Bacon Act or 29 CFR 5.12(a)(l). 
(ii) No part of this contract shall be subcontracted to any person or firm ineligible for award 
of a Government contract by virtue of section 3(a) of the Davis-Ehon Act or 29 CFR 
5.12(a)(l). 
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(iii) The penalty for making false statements is prescribed in the U.S. Criminal Code, 18 
U.S.C. 1001. 

(b) Contract Work Hours and Safety Standards Act. The Local Borrower shall insert the 
following clauses set forth in paragraphs (b)( l), (2), (3), and (4) of this section in full in any 
contract in an amount in excess of $100,000 and subject to the overtime provisions of the 
Contract Work Hours and Safety Standards Act. These clauses shall be inserted in addition to 
the clauses required by Sec. 5.5(a) or 4.6 of part 4 of this title. As used in this paragraph, the 
terms laborers and mechanics include watchmen and guards. 
(1) Overtime requirements. No contractor or subcontractor contracting for any part of the 
contract work which may q u i r e  or involve the employment of laboms or mechanics shall 
require or permit any such laborer or mechanic in any workweek in which he or she is 
employed on such work to work in excess of forty hours in such workweek unless such 
laborer or mechanic receives compensation at a rate not less than one and one-half times the 
basic rate of pay for all hwrs worked in excess of forty hours in such workweek. 
(2) Violation; liability for unpaid wages; liquidated damages. In the event of any violation of 
the clause set forth in paragmph (bX1) of this section the contractor and any subcontractor 
responsible therefore shall be liable for the unpaid wages. In addition, such contractor and 
subcontractor shall be liable to the United States (in the case of work done under contract for 
the District of Columbia or a territory, to such District or to such territory), for liquidated 
damages. Such liquidated damages shall be computed with respect to each individual laborer 
or mechanic, including watchmen and guards, employed in violation of the clause set forth in 
paragraph (b)(l) of this section, in the sum of $10 for each calendar day on which such 
individual was required or permit&& to work in excess of the standard workweek of forty 
hours without payment of the overtime wages required by the clause set forth in paragraph 
(b)(1) of this section. 
(3) Withholding for unpaid wages and liquidated damages. The Local Borrower, upon its 
own action or upon written request of the EPA Award Oficial or an authorized 
representative of the Department of Labor shall withhold or cause to be withheld, tiom any 
moneys payable on account of work performed by the contractor or subcontractor under any 
such contract or any other Federal conttstct with the same prime contractor, or any other 
federally-assisted contract subject to the Contract Work Hours and Safety Standards Act, 
which is held by the same prime contractor, such sums as may be determined to be necessary 
to satisfy any liabilities of such contractor or subcontractor for unpaid wages and liquidated 
damages as provided in the clause set forth in paragraph (bX2) of this section. 
(4) Subcontracts. The contractor or subcontractor shall insert in any subcontracts the clauses 
set forth in paragraph (b)(l) through (4) of this section and also a clause requiring the 
subcontractors to include these clauses in any lower tier subcontracts. The prime contractor 
shall be responsible for compliance by any subcontractor or lower tier subcontractor with the 
clauses set forth in paragraphs (b)(l) through (4) of this section. 
(c) In addition to the clauses contained in pamgraph (b), in any contract subject only to the 
Contract Work Hours and Safety standards Act and not to any of the other statutes cited in 
29 CFR Sec. 5.1, the Local Borrower shall insert a clause requiring that the contractor or 
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subcontractor shall maintain payrolls and basic payroll records during the course of the work 
and shall preserve them for a period of three years h m  the completion of the contract for all 
laborers and mechanics, including guards and watchmen, working on the contract. Such 
records shall contain the name and address of each such employee, social security number, 
correct classifications, hourly rates of wages paid, daily and weekly number of hours worked, 
deductions made, and actual wages paid. Further, the Local Borrower shall insert in any such 
contmct a clause providing that the records to be maintained under this paragraph shall be 
made available by the contractor or subcontractor for inspection, copying, or transcription by 
authorized representatives of WIFA, EPA and the Department of Labor, and the contractor or 
subcontractor will permit such representatives to interview employees during working hours 
on the job. 

Section 2. General Provisions. 

(a) Binding Effkct. This Wage Rate Addendum shall inure to the benefit of and 
shall be binding upon WIFA and the Local Borrower and their respective successors and 
assigns. 

(b) Severability. In the event any provision of this Wage Rate Addendum shall be 
held illegal, invalid or unenforceable by any court of competent jurisdiction, such holding 
shall not invalidate, render unenforceable or otherwise affect any other provision hereof. 

(c) Amendments, Supdements and Modifications. This Wage Rate Addendum 
may not be amended, supplemented or modified without the prior Written consent of WIFA 
and the Local Borrower. 

(d) Execution in Countemarts. This Wage Rate Addendum may be executed in 
several counterparts, each of which shall be an original and all of which shall constitute but 
one and the same instrument. 

(e) Amlicable Law. This Wage Rate Addendum shall be governed by and 
construed in accordance with the laws of the State of Arizona. 

( f )  Cations. The captions or headings in this Wage Rate Addendum are for 
convenience only and shall not in any way define, limit or describe the scope or intent of any 
provisions of this Wage Rate Addendum. 

Further Assurances. The Local Borrower shall, at the request of WIFA, 
authorize, execute, acknowledge and deliver such further resolutions, conveyances, trslnsfers, 
assurances, hancing statements and other instruments as may be necessary or desirable for 
better assuring, conveying, granting, assigning and confirming the rights and agreements 
granted or intended to be granted by this Wage Rate Addendum. 

(g) 
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c 
(h) Arbitration. The parties hereto agree to use arbitration to the extent required 

by Section 12-15 18 of the Arizona Revised Statutes. 

(i) N O .  - To the extent applicable by provision of 
law, the parties acknowledge that this Wage Rate Addendum is subject to cancellation 
pursuant to A.RS. 6 38-51 1 , the provisions of which are hereby incorporated herein. 

WIFA and the Local Borrower are signing this Wage Rate Addendum to be effective as part 
of the Loan Agreement. 

Water Infrastructure Finance Authority of Arizona 

By: 

Sandra Sutton, Executive Director 

Livco Water Company 

By: 

Jeani Wicks, Manager 

[Signature page to Wage Rate Addendum to Loan Agreement] 

10 
PHopsw5691452 



Exhibit A of Loan Agreement 

Loan Nomber ........................................................................................... 
Cl* Date ............................................................................................. 
Financial Assistance Terms and Conditions 

Original Loan Amount as of the Closing Date ............................................. $ 
Final Loan Amount as of Release of Retention ............................................. $ 
Loan Term ...................................................................................... 
Combined Interest& Fee Rate 
First Fixed Monthly Payment.,. ............................................................. 
Final Fixed Monthly Paymeot ............................................................... 

Debt ScrViee Reserve Fund Requirements (Held by WIF'A) 
Total Reserve Amount ................................................................................... $ 
Monthly Deposit. ........................................................................................... $ 
Reserve Funded by @ate) .............................................................................. 

Repair and Replacement Fund Requirement (Held by Borrower) 
Begin Funding on @ate) ................................................................................. 

Monthly Deposi t. ............................................................................................ $ 

Annual Amount. .............................................................................................. $ 

Monthly Payment 
Period #7 . 1 st Debt Service Payment 

Maximum Payment (Includes interest payable from Closing tolst Payment) ......... $ 
Minium Payment ............................................................................ $ 

Periods #8 Uuough #66 ................................ .................................................... $ 
Periods #67 through #I20 ................................................................................. $ 

WIFA will cakukate rha/irsr payment due on P e r i d  #7; papwnl will depend on achrol loan &mvs . 

Periods #I21 through #I80 ............................................................................... $ 
Periods #I81 through #240 ............................................................................... $ 

920231-13 

09/21/12 

30,000.00 
30,000.00 

20 
4200% 

04/01/13 
0910 1 132 

2256.00 
37.60 

03m1118 

04/01/18 
45120 
37.60 

785.60 
225.60 

225.60 
188.00 
188.00 
188.00 
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1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Monthly C o m b d  Fixed Monthly Combined Fixed 
Payment Interest and Montbly Payment Interestand Monthly 

10/01/12 4200% 0.00 41 02/01/16 4200% 225.60 
Period Dates Fee- Payment Period Dates Fee Rate Payment 

11/01/12 
12/01/12 
01/01/13 
02/01/13 
03/01/13 
OUO 1 / I  3 
05/01/13 
06/01/13 
0710 1 /I 3 

0910 1 /I 3 
10/0 111 3 
11/01/13 
12/01/13 
01/01/14 
02/01/14 
03/01/14 
04/01/14 
0510 111 4 
06/01/14 
07/01/14 
08/01/14 
0910 111 4 
1010 111 4 
11/01/14 
12/01/14 
01/01/15 
02/01/15 
0310 I/ 1 5 
04/01/15 
0510 111 5 
06/01/15 
07/01/15 
08101/15 
09/01/15 
10/01/15 
11/01/15 
12/01/15 
01/01/16 

08/01/13 

4 2 W o  
4 2 m o  
4200% 
42200% 
4.200% 
4.200% 
4200% 
4200% 
4200% 
4200% 
4200% 
42200% 
4200% 
4.2000? 
4200% 
4200% 
4.200% 
4200% 
4200% 
4 2 m o  
4200% 
4 2 W o  
4200% 
4200% 
42200% 
4200% 
4 2 W h  
4.2wyo 
42000/. 
4200% 
4200% 
4.200% 
4 2 W h  
4200% 
4200% 
4.200% 
4200% 

4 2 m  
42200% 

0.00 42 
0.00 43 
0.00 44 
0.00 45 
0.00 46 

785.60 47 
225.60 48 
225.60 49 
225.60 50 
225.60 51 
225.60 52 
225.60 53 
225.60 54 
225.60 55 
225.60 56 
225.60 57 
225.60 58 
225.60 59 
225.60 60 
225.60 61 
225.60 62 
225.60 63 
225.60 64 
225.60 65 
225.60 66 
225.60 67 
225.60 68 
225.60 69 
225.60 70 
225.60 71 
225.60 72 
225.60 73 
225.60 74 
225.60 75 
225.60 76 
225.60 77 
225.60 78 
225.60 79 
225.60 80 

03/01/16 
0410 1 /I 6 
05/01/16 
06/01/16 
07/01/16 
OW0 1 / 1 6 
09Pl1116 
1010 111 6 
11/01/16 
12/01/16 
01/01/17 
02/01/17 
03/01/17 
0410 111 7 
05/01 /I  7 
06/01/17 
07/01/17 
08/01/17 

10/01/17 
11/01/17 
12/01/17 
01/01/18 
02/01/18 
03/01/18 
0410 1 / I  8 
05/01/18 
06/01/18 
07/01/18 
08/01/18 
09/01/18 
10/01/18 
11/01/18 
12/01/18 
0 110 111 9 
OW0 1 /I 9 
03/01/19 
04/01/19 
05/01/19 

09mi117 

4 2 w e  
4200% 
4200% 
4200% 
4 2 0 W  
4.200% 
42200% 
4200% 
4200% 
4200% 
4200% 
4200% 
4200% 
4.200% 
4200% 
4.200% 
4200% 
4 2 w o  
4200% 
4.200% 
4200% 
4 2 W ?  
4 2 W h  
4 2 W h  
4 2 w o  
4200% 

42200% 

4 2 W h  
42200% 
4200% 
42200% 
42000h 
4 2 W h  
4200% 
4200% 
4200% 
42200% 

4.200% 

4 2 w o  

225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
225.60 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 



Payment lnterestand Monthly Payment lnterestaad Monthly 
Period Dates Fee- Payment Period Dates Fee Rate Payment 

81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 
100 
101 
102 
103 
104 
105 
106 
107 
108 
109 
110 
111 
I12 
113 
114 
115 
116 
117 
118 
119 
120 

06/01/19 4200% 
07/01/19 
08/01/19 
0910 111 9 
1 0/01/19 
11/01/19 
12/01/19 
Ollolno 
m 1 n o  
0310 1 DO 
04/01/20 
05/01/20 
06/01/20 
0710 1/20 
08/0 1 /20 
0910 1 no 
10/01/20 
1 llOl/2O 
12/01/20 
OllOlr21 
02/01/21 
03/01/2 1 
04/01/21 
05/01/21 
0610 1/21 
07/01 /21 
08/01/21 
0910 1 Dl 
10/01/2 1 
1 llOl/2l 
12/01/21 
01/01/22 
02/01/22 
0310 1 M 
04/01/22 
05/01/22 
06/01/22 
0710 1 /22 
08/01/22 
09/01/22 

4 2 W h  
4 2 W h  
4 2 W h  
4200% 
4200% 
4 2 W h  

4 2 W h  

4200% 
4200% 
4.2Wh 
4 2 W h  
4200% 
4200% 
42Oo0h 
4200% 
4200% 

4200% 
42Wh 
4 2 W h  
4200% 
4 2 w o  
4200% 
4 2 W o  
4200% 
4200% 
4200% 
4200% 
4 2 W o  
420We 
4 2 W o  
4200% 
42ooo/a 
4200% 
4200% 
4 2 w o  

4 2 w o  

4200vo 

4 2 W o  

42ooo/a 

188.00 121 
188.00 122 
188.00 123 
188.00 124 
188.00 125 
188.00 126 
188.00 127 
188.00 128 
188.00 129 
188.00 130 
188.00 131 
188.00 132 
188.00 133 
188.00 134 
188.00 135 
188.00 136 
188.00 137 
188.00 138 
188.00 139 
188.00 140 
188.00 141 
188.00 142 
188.00 143 
188.00 144 
188.00 145 
188.00 146 
188.00 147 
188.00 148 
188.00 149 
188.00 150 
188.00 151 
188.00 152 
188.00 153 
188.00 154 
188.00 155 
188.00 156 
188.00 157 
188.00 158 
188.00 159 
188.00 160 

10/01/22 
11/01/22 
12/01/22 
0 1/01 /23 
02/01/23 
03/01/23 
04/01/23 
05/01/23 
06/01/23 
07/01/23 
08/01/23 
09/01/23 
1010 1 /23 
11/01/23 
12/01/23 

02/01/24 
03/01/24 
04/01/24 
05/01/24 
06/01/24 
0710 1 /24 
08/01/24 
0910 1 124 
1010 1 /24 
11/01/24 
12/01/24 
0110 1 /25 
02/01 I25 

04/01 125 
05/01/25 
06/01/25 
07/01/25 
0810 1 /25 
09/01/25 
10/01/25 
11/01/25 
12/01/25 
01/01/26 

01/01/24 

03/01/25 

42Wh 
42200% 
4200% 
4200% 
4.200% 
4200% 
4200% 
4200% 
4 2 w o  
4200% 
4200% 
4200% 
4200% 
4200% 
4200% 
4200% 

42000/0 
4200% 
4200% 
4 2 m o  
4200% 
4200% 
4.200% 
4.200% 
4200% 
4200% 
4200% 
4200% 
4200% 
4 . 2 w o  
4200% 
4200yo 
4.200% 
4200% 
4 2 W h  
4200% 
4200% 
4200% 
4200% 

4200yo 

188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
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Payment Interestand Monthly Payment lnterestand Monthly 
Period Dates Fee- Payment Period Dates Fee Rate Payment 
161 02/01/26 4200% 188.00 201 06/01/29 4.2ooo/b 188.00 
I 62 
163 
164 
165 
166 
167 
168 
169 
170 
171 
172 
1 73 
I 74 
175 
176 
177 
1 78 
1 79 
180 
181 
I82 
183 
184 
185 
186 
187 
188 
189 
190 
191 
1 92 
193 
194 
1 95 
1% 
197 
198 
199 
200 

03/01/26 
04/01/26 
0510 1 /26 
0610 1 /26 
0710 1/26 
08/01/26 
09/01/26 
10/01/26 

12/01/26 
0 I IO1 I27 
02/01/27 
03/01/27 

05/01/27 
06/01/27 
07/01/27 
08/01/27 
0910 1/27 
10/01/27 
11/01/27 
12/01/27 
01/01/28 
02/01/28 
03/01/28 
04/01/28 
05lOl/28 
0610 1 /28 
0710 1 /28 
0810 1 I28 
09/01/28 
1 0/01/28 
1 llOlI28 
12/01/28 
01/01/29 
02/01/29 
03/01R9 
04/01/29 
05/01/29 

1 1/01/26 

04/01/27 

4200% 
42009/0 
4200% 
4.200% 
4 2 W h  
4200% 
4200% 
4 2 m o  
4200% 
4200% 
4200% 
4200% 
4.200% 
4200% 
4200% 
4 2 W h  
4200% 
4200% 
420OOm 
4200% 
4200% 
4 2 W h  
4 2 W h  
4200% 
420Ph 
4200% 
4200% 
4 2 W h  
4200% 
420Wh 
4 2 W ?  
4200% 
4200016 
4 2 W k  
4 2 W !  
4200% 
4200% 
4200% 
4200% 

188.00 202 
188.00 203 
188.00 204 
188.00 205 
188.00 206 
188.00 207 
188.00 208 
188.00 209 
188.00 210 
188.00 211 
188.00 212 
188.00 213 
188.00 214 
188.00 215 
188.00 216 
188.00 217 
188.00 218 
188.00 219 
188.00 220 
188.00 221 
188.00 222 
188.00 223 
188.00 224 
188.00 225 
188.00 226 
188.00 227 
188.00 228 
188.00 229 
188.00 230 
188.00 231 
188.00 232 
188.00 233 
188.00 234 
188.00 235 
188.00 236 
188.00 237 
188.00 238 
188.00 239 
188.00 240 

07/01/29 
08IO 1/29 

1010 1/29 
11/01/29 
12/01/29 

02/01/30 
03/0 1/30 
04/01/30 
OSIO 1 /30 
06/01/30 
0710 1/30 
08/01/30 
09/01/30 
10/01/30 
11/01/30 
12/01/30 
01/01/31 
02/01/31 
03/01/31 
04/01/31 
05/01/31 
06/01/31 
07/01/31 
08/01/31 
0910 113 1 
10/01/31 
11/01/31 
12/01/31 
01/01/32 
02/01/32 

04/01/32 
05/01/32 
06/01 /32 
07/01/32 
08/01/32 
0910 1 132 

09/01/29 

oimino 

0 3 m i m  

4200% 
42000h 
4.200% 
4200% 
4200% 
4200% 
4200% 
4200% 
4200% 
4200% 
4200% 
4.200% 
4200% 
4 2 w o  
4200% 
4200% 
4200% 
4200% 
4200% 
4200% 
4.200% 
4.200% 
4200% 
4.200% 
4200% 
4200% 
4.200% 
4200% 
4200% 
4.2owo 
4200% 
4.2wyo 
4200% 
4200% 
4200?? 
4 2 W h  
42Wh 
4 2 W h  
4.200% 

188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
188.00 
189.80 
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Exhibit B 

Technical Terms and Conditions 

W o n  1 
Budget 

Uses by Budget Item 

Design & Engineering .......................................................... $1,5OO.00 

Amount Budgeted 

Planning. $0.00 

LegavDebt Authorization.. .................................................... $1,500.00 
Financial Advisor. .............................................................. $0.00 
Landsystem Acquisition.. .................................................... $0.00 

$0.00 Equipment/Matwials.. .......................................................... 
Construction/lnstallationAmprovernent. ...................................... $27,000.00 

.......................................................................... 

Inspection & Construction Management.. ................................... 
Project Officer.. ................................. .i .............................. 
Administration.. ................................................................. 
Staff Training.. .................................................................. 
Capitalized Interest .............................................................. 
Refinance Loan .............................................................. 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 

............................................................................ $0.00 Other.. 
Total Budget ..................................................................... $30,000.00 

Section 2 
Project Description 

Livco Water Company’s main storage tank is over 40 years old. The original paint has mostly 
flaked off, exposing the metal tank to the elements and causing it to begin to deteriorate. 

The Water Company proposes to refirrbish the tank to repair the deterioration and to repaint the 
tank to prevent any further deterioration. 

Section 3 
Estimated Observation and Disbursement Schedule 

Observation Schedule: 

Observation 1 : 80% construction budget dispersal 
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Withholding Percentage: 10% (released after deliverables received) 

Additional Observations - A WIFA representative may perform additional observations based 
on information provided in the projects status reports included in each Local Borrower 
disbursement requisition form. 

Section 4 
Requirements Prior To Condruction 

Section 4.1 Construction Bids. The Local Borrower shall submit to the Authority for review 
and approval prior to execution: 

(a) engineering contracts related to the Project, 
(b) bid documents related to the Project, 
(c) construction contracts related to the Project, and 
(d) certification of positive effort for disadvantaged business enterprise @BE) participation. 

Section 4.2 User Chams. The Local Borrower has established (or, if the System is not yet in 
operation, the Local Borrower will, at or before the time the System commences operation, 
establish) a system of user charges which, with other b d s  lawfblly available, will at all times be 
sufficient to pay the costs of operation and maintenance of the System, including renewals and 
replacements of the System. The Local Bomwer also agrees that such system of usef charges 
will be established and maintained in compliance with any applicable requirements of state and 
federal law as long as the Local Borrower owes amounts under this Loan Agreement. The Local 
Borrower at its sole option may pay the costs of operation, maintenance, repair, replacement, 
extensions and additions to the System fiom any funds lawfklly available to it for such purpose. 

Section4.3 Interest in Proiect Site. As a condition of the Loan, the Local Borrower will 
demonstrate to the satisfaction of the Authority that the Local Borrower has or will have a fee 
simple or such other estate or interest in the site of the Project, including necessary easements 
and rights-of-way, as the Authority 6nds suf€icient to assure undisturbed use and possession for 
the purpose of construction and operation of the Project for the estimated life of the Project. 

Section4.4 Federal Clean Water Act. The Local Borrower covenants that, to the extent 
legally applicable, the Project will meet the requirements of the Federal Clean Water Act in 
effect on the date of Loan Closing and any amendments thereto that may retroactively apply to 
the Loan, and the Local Borrower agrees that the Project will comply with applicable provisions 
of those federal laws and authorities listed in Article 9 of the Standard Terms and Conditions. 

Section 4.5 Federal Safe Drinking Water Act. The Local 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 
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! retroactively apply to the b a n ,  and the Local B O K O W ~ ~  agrees that the Project will comply with 
applicable provisions of those federal laws and authorities listed in Article 9 of the Standard 
Terms and Conditions. 

Section 4.6 Signs. Not required. 

w o n  5 
Requirements During Construction 

Section 5.1 Changes in Proiect %om. The Local Borrower shall submit to the Authority, for 
review and approval prior to execution, any change to the plans and specifications, construction 
contracts, Eligible Project Costs, or any other change which will effect the performance 
standards or purpose of the Project. 

Section 5.2 ComDletion of Proiect and Provision of Monevs Therefor. The Local Borrower 
wvenants and agrees (a) to exercise its best efforts in accordance with prudent utility 
construction practice to complete the Project and (b) to the extent permitted by law, to provide 
from its own fiscal resources all moneys, in excess of the total amount of loan proceeds it 
receives hereunder and under any subsequent loan fkom the Authority, required to complete the 
Project. 

Section 5.3 I n s d o n s :  Information. The Local Borrower shall permit the Authority and any 
party designated by the Authority to examine, visit and inspect, at any and all reasonable times, 
the property, if any, constituting the Project, and to inspect and make copies of any accounts, 
books and records, including (without limitation) its reoords regarding receipts, disbursements, 
contracts, investments and any other matters relating thereto and to its financial standing, and 
shall supply such reports and information as the Authority may reasonably require in connection 
therewith. 

Section 5.4 Adiustments for Inekible Costs. The Local Borrower shall promptly reimburse 
the Authority for any portion of the Loan which is determined to have been used for costs that 
are not eligible for funding under the Authority Act, the Federal Clean Water Act, as amended, 
or the Federal Safe Drinking Water Act, as amended, unless such matter is curable in some other 
manner by the Local Bomwer to the satisfaction of the Authority. Such reimbursement shall be 
promptly repaid to the Authority upon written request of the Authority. Any such reimbursed 
principal amount will be applied to reduce the outstanding principal amount of the Loan. 

Section5.5 ArcbaeoloPical Artifacts. In the event that archaeological artifacts or historical 
resources are discovered during construction excavation of the Project, the Local Borrower shall 
stop or cause to be stopped construction activities and will notify the State I-I iston’c Preservation 
Ofice and the Authority of such discovery. 

section 6 
Requirements Prior To Final Disbursements 

Section 6.1 Plan of Omration. No requirement, 
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Section 62 Final A D O ~ O V ~ .  No requirement. 
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M i b i t  C 

Reporting Requirements 

Section 1. Annual Loan Review. The Authority's Annual Loan Review Form and annual 
financial statements in a format approved by the Authority, including the report of any annual 
audit@) and all audit reports required by governmental auditing standards and any applicable 
Arizona rules, shall be provided by the Local Borrower to the Authority within one-hundred and 
eighty (180) days after the end of each fiscal year of the Local Borrower. The Local Borrower 
shall complete all audits and submit all reports required by the federal Single Audit Act within 
the time limits under that federal law, currently withiin the earlier of 30 days after receipt of the 
auditor's reports or nine months after the end of the audit period, unless a longer period is agreed 
to in advance by the federal agency that provided the funding or a different period is specified in 
a program-specific audit guide. 

Section2. Records and Accoumtq. The Local Borrower shall keep accurate records and 
accounts for the System, including the Project (the "System Recorth"), separate and distinct from 
its other I.ecords and accounfs (the "General Recordlr"). To the extent required by law, such 
System Records shall be maintained in accordance with generally accepted government or other 
applicable accounting standards and shall be audited annually, if required by law, by an 
independent accountant, which audit may be part of the annual audit of the General Records of 
the Local Borrower. Such System Records and General Records shall be made available for 
inspection by the Authority at any reasonable time. 

Section 3. Notice of Cimw e Ln JLev Personnel Promptly after becoming aware thereof, the 
Local Borrower shall provide notice in writing to the Authority of any change to the information 
in Section I of the Loan Agreement and any other change in key personnel connected to the 
Project and Loan. 

Section 4. Notice of Material Adverse Chanve. The Local Borrower shall promptly notify the 
Authority of any material adverse change in the activities, prospects or condition (financial or 
otherwise), of the Local Borrower relating to the System, or in the ability of the Local Borrower 
to make all Loan Repayments from the Source of Repayment described in this Loan Agreement 
and otherwise to observe and perform its duties, covenants, obligations and agreements 
hereunder. 

Section 5. Disadvantaged Business Enterprise IDBE) Pros ram. The Local Borrower must 
report DBE participation to the Authority based on guidance from the Authority. 

Section 6. Notice of Default. Promptly after becoming aware them6 Local Borrower shall 
give notice to the Authority of (i) the occurrence of any Event of D e h l t  under the Loan 
Agreement 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 material breach, default, or Event 
of Default (a "Future Breach") under any agreement, indenture, mortgage, or other instrument 
(other than the Loan Agreement) to which the Local Borrower is a party or by which it or any of 
its property is bound or affected. Local Borrower shall provide written notice to the Authority if 
the effect of such breach, default, Event of D e W t  or Future Breach is to accelerate, or to permit 

c- 1 



the acceleration of, the maturity of any indebtedness under such agreement, indenture, mortgage, 
or other instrument; provided, however, that the hilure of the Local Borrower to give such notice 
shall not affect the right and power of the Authority to exercise any and all of the remedies 
specified herein. 

Section 7. 
notify the Authority immediately upon commencement of construction activities. 

Notice of Construction Commencement. The Local Borrower shall promptly 

Section 8. Notice of Non-Environmental Lbation. Promptly after the commencement or 
overt threat thereof, Local Borrower shall provide the Authority with written notice of the 
commencement of all actions, suits, or proceedings before any court, arbitrator, or governmental 
department, commission, board, bureau, agency, or instrumentality affecting Local Borrower 
which, if adversely determined, could have a material adverse effect on the condition (financial 
or otherwise), operations, properties, or business of Local Borrower, or on the ability of Local 
Borrower to perform its obligations under the Loan Agreement. 

Section 9. Notice of Environmental Litisation. Without limiting the provisions of Section 7 
above, promptly after teceipt thereof, Local Borrower shall provide the Authority with written 
notice of the receipt of all pleadings, orders, complaints, indictments, or other communication 
alleging a condition that may require Local Borrower to undertake or to contribute to a cleanup 
or other response under laws relating to environmental protection, or which seek penalties, 
damages, injunctive relief, or criminal sanctions related to alleged violations of such laws, or 
which claim personal injury to any person or property damage as a result of environmental 
btors or conditions or which, if adversely determined, could have a material adverse effect on 
the condition (fmancial or otherwise), operations, properties, or business of Local Borrower, or 
on the ability of Local Borrower to perform its obligations under the Loan Agreement. 

section 10. Reeu iatorv and Other Notices. Promptly after receipt or submission thereof, 
Local Borrower shall provide the Authority with copies of any notices or other communications 
received h m  or directed to any governmental authority with respect to any matter or proceeding 
which could have a material adverse effect on the condition (financial or otherwise), operations, 
properties, or business of Local Borrower, or the ability of Local Borrower to perform its 
obligations under the Loan Agreement, or which teveals a substantial non compliance with any 
applicable law, regulation or rule. 

Section 11. Other Information. The Local Borrower shall submit to the Authority other 
information regarding the condition ( h c i a l  or otherwise), or operation ofthe Local Borrower 
as the Authority may, from time to time, regsonably request. 

Section 12. Additional R e ~ ~ r t i m  Rea uirements. The Local Borrower shall refer to the Loan 
Agreement Addendum for wage rate report@ requirements. 
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Exhibit D 

Debt Senice Reserve And RepIacement Reserve Requirements 

Section 1. Debt Service Reserve Fund. 

(a) There is established and maintained a Debt Service Reserve Fund held by the Lender. The 
deposits required pursuant to this Exhibit shall be automatically debited h m  the Borrower 
Deposit Account along with Borrower's regularly scheduled payments of principal and interest. 
The mount 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. 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 Reauirement") 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 Exhibit A. The amount of the Debt Service Reserve Requkment and the amount of the 
required periodic build up will be adjusted to reflect any adjustment of the Loan repayment 
schedule. 

(b) For so long as the Loan is outstanding, if on any Interest Payment Date or Principal 
Repayment Date Borrower has not paid to Jmder an amount equal to the mount 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 b m  the Debt Service Reserve Fund to the 
payment of any mounts 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 d i t e d  to the Debt 
Service Reserve Fund to be at least equal to the amount then required to be on deposit therein. 

(c) The Lender may commingle h d s  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 Serviw Reserve Fund h m  investment earnings on amounts credited to 
the Debt Service Reserve Fund m an amount not to exceed 10% of investment earnings. 

(d) Not less than annually, Lender shall deliver to Borrower an accounting of the Debt Service 
Reserve Fund, indicating the principal amount thereh, and net mual investment earnings 

've costs and fees pursuant to Clause (c) of this Section) (investment earnings less zhumtmb 
(the Wet Earnings''). Net Earning shall be applied not less than annually as a prepayment of 
principal. 

. .  

(e) Subject to subsections (a), (b), (c), and (d) of this Section, when the Debt Service Reserve 
Fund is equal to or greater than the amouuts due from the Borrower, the Lender shall: 
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Y (i) Apply the Debt SeMce Reserve Fund to pay in fidl all amounts payable by Borrower 
under this Agreement. 

(ii) Transfer to Borrower all monies remaining in the Debt Service Reserve Fund after 
payment in 1 1 1  of all amounts payable by Borrower. 

Section 2. ReDlacement Reserve Fund. 

(a) Borrower shall establish a separate account to secure payment to Lender of Loan repayments 
payable under the Loan Documents (the “ReD~acement Reserve Fund”). The Replacement 
Reserve Fund shall be held and adminh~ red by the Borrower in an account which is acceptable 
to Lender pursuant to the provisions of the 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 Exhibit A. The amount of the 
required monthly deposit will be adjusted to reflect any adjustment of the Loan repayment 
schedule. 

(b) For so long as the Loan is outstandio& 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 an Event of 
Dekult (an ‘‘Urn- Event of Default“), has occurred and is continuing, Borrower from time 
to time may withdraw moneys h m  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, fiuniture, fixtures or other personal 
p r o m  for the drinking water system provided that the property is depreciable; (u) 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 
comtwtion of additions to or improvements, extensions or enlargements to, or remodeling of, 
the drinking water system provided that the property is depreciable; andor (iv) to make 
payments to Lender on the Loan. 

(c) For so long as the Loan is outstanding, if on any Interest 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 Agrement, 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 CoIlSents to transfer, the amount of the deficiency h m  the 
Replacement Reserve Fund to Lender. 

(d) The Lender shall require that the Borrower shall keep adequate and accurate records of 
moneys, investments and investment earnings on amounts credited to the Replacement Reserve 
Fund. Lender shall have the right to audit the records of the Borrower insofar as they pertain to 
the Replacement Reserve Fund. 
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Section 3. Debt Service Reserve Fund and ReDlacement Reserve Fund as Collateral. 

(a) Grant of Security Interest AS collateral security for the prompt and complete payment when 
due of all obligations of the Borrower to the Lender under the Agreement and the Note and all 
other obligations and liabilities of the Borrower to the 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 Agreement or any of the Loan Documents (the “Obligations”), 
Borrower has granted, bargained, sold, assigned, pledged, and set over and by these presents 
does hereby grant, bargain, sell, assign, pledge, transfer and set over unto the Lender, and its 
s u c c e ~ ~ ~ r s  and assigns, all of the Borrower’s right, title and interest in and to any amounts held 
or deposited in the Debt Service Reserve Fund and in the Replacement Reserve Fund (the 
“PledFed Funds“). 

(b) Terms and Conditions. 

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

(ii) From and after the Occurrence and during the continuation of an Event of Default, Lender 
may, in the sole and absolute discretion of the 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 the Lender, (u) 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 h r n  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 acc~rdance with the Agreement. 

(iii)Lender shall have, with respect to the Pledged Funds, all rights and remedies of a s e c d  
party under Article 9 of the Arizona Uniform Commercial Code and other applicable laws. 

Section4 R~DM tations, Warranties and Covenants. 

(a) Borrower agrees to establish upon closing and maintain the Debt S&ice Reserve Fund and 
the Replacement Reserve Fund in accodance with the provisions of the Agreement. 

@) The Borrower covenants that it will not 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. 
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(c) Borrower hereby represents and warrants to Lender, effect on the date of the Agreement and 
on the date of each deposit of Pledged Funds to the Debt Service Reserve Fund and the 
Replacement Reserve Fund, that: 

(i) No filing, recording, registration or declaration with or notice to any person or entity is 
required in order to preserve or perfect the first priority lien and charge intended to be created 
hereunder in the Pledged Funds. 

(ii)Except for the security interest granted to the Lender pursuant to this Agreement, 
Borrower 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, tinancing statement, equivalent security or lien instrument or 
continuation statement covering all or part of the Pledged Funds is on file or of record in any 
public office except such as may have been filed by the Borrower in fkvor of the Lender. 

(iv)This Agreement constitutes a valid and continuing first lien on and first security interest 
in the Pledged Funds in favor of the Lender, prior to dl other liens, encumbrances, security 
interests and rights of others, and is enforceable as such as against creditors of and purchasers 
h r n  the Borrower. 

(d) Without the prior written consent of the Lender, the Borrower 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 interest themin, except for the security interest provided for 
by the Agreement. 

(e) Borrower 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 the Lender. 
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Exhibit E 

Limits On Additional Indebtedness Without Lender Consent 

Unless otherwise agreed to in writing by Lender, while this Agreement is in effect, whether 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 (i) Bccounts 
payable to trade creditors and current operating liabilities (other than for borrowed money) 
incurred in the ordinary course of Borrower’s business, and (i) Capital Leases, the aggregate 
amount of which exceeds at any one time $5000. 

(b) 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 occurring during the term hereof in excess of 
$5000. 

(e) Livco Water Cornww: Create, incur, assume, or allow to exist, directly or indirectly, any 
indebtedness or liability for borrowed money, to aay member of the Livco Water Company the 
aggregate amount of which exceeds at any one time $5000, or any such liability to any one 
member, regardless of amount, without such member consenting to, through the execution and 
delivery to WIFA of, the Subordination Agreement included in these loan documents behind Tab 
13. 



Exhibit F 
PROMISSORY NOTE 

$30,000.00 Phoenix, Arizona 
September 21,2012 

For Value Received, Livco 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 m u d s  which shall at all 
times be conclusive and govern, with interest thereon at an annual rate equal to Three & two tenths 
percent (3.2%). Intenst shall be calculated on a 36-y 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 mamer set hrth in the Loan Agreement (as 
hereinafter defined). 

Lender and Borrower have established specific instructions and procedures by which draws against 
said credit will be presented for disbursement pursuant to the t e r n  and conditions of that certain 
Loan Agreement of even date herewith (the "Loan Amement"), 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 Thirty Thousand Only 
($30,000), 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 shaU be paid in lawful money of the United States. Principal and 
interest shall be payable at 1 1 10 West Washington, Suite 290, Phoenix, Arizona 85007, or at such 
other place as the holder hereof may designate. Borrower may prepay the Loan, in whole or in part, 
at any time without premium or penalty pursuant to Section I(a) of the Standard Terms and 
Conditions relating to the Loan. 

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 accr~eed to the date of such payment, and the balance, ifany, to the payment of 
principal. Any payments received by the holder hereof after any Event of Default (as defined in the 
Loan Agreement) shall be applied to the amounts specified in this paragraph in such order as the 
holder hereof may, in its sole discretion, elect 

If any payment of interest and/or principal is not received by the holder hereof when such payment is 
due, then, as additional medies, (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 e n  (1 5) days and 
(b) all past due payments of principal andor interest shall bear interest from their due date until paid 
at an annual rate equal to the sum of (i) six percent (6%) and (ii) the interest rate specified herein, 
payable on demand (the "Default Rate"). 
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This Note shall become immediately due and payable at the option of the holder hereof without 
presentment or demand or any notice to Borrower or any other person obligated hereon, upon default 
in the payment of any of the principal hereof or any interest thereon when due, or if any event occurs 
or condition exists which authorizes the acceleration of the maturity hereof under the Loan 
Agreement. Time is of the essence with regard to all payment obligations in this Note. Failure to 
exercise any remedy or right hereunder shall not constitute a waiver ofthe 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 involvement 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 
hrther 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 herein to the contrary, the applicable rate of interest agreed 
to herein shall include the applicable interest rate described herein, in accordance with the terms of 
this Note, and any additional charges, costs and fees incident to this loan to the extent they are 
deemed to be interest under applicable Arizona law. Should the applicable rate of interest as 
calculated under this Note exceed that allowed by law, the applicable rate of interest will be the 
maximum rate of interest allowed by applicable law. 

Livco Water Company 

r 
Title: Manager 
"Borrower" 
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Moms SELLERS & HENDRICKS - I ___  - 
1850 N. Central Avenue, Suite 1100 Phoenix, AZ 85004 fax 602.274.9135 

September 21,2012 

Water Infrastructure Finance Authority of Arizona 
1110 West Washington, Suite 290 
Phoenix, Arizona 85007 
Attention: Elmer Garcia, Senior Loan Officer 

Re: Loan ("Loan") from Water Infrastructure Finance Authority of 
Arizona ("Lender") to Livco Water Company, Inc. ("Borrower") 

Ladies and Gentlemen: 

We are attorneys admitted to practice in the State of Arizona and have acted as 
counsel to Borrower, which proposes to enter into a Loan Agreement (as hereinafter 
defined) with the Water Infrastructure Finance Authority of Arizona (the "Authority"). 
We have examined originals, or copies certified or otherwise identified to our 
satisfaction, of the following documents: 

A. Proposed Loan Agreement between Lender and Borrower; 

8. Promissory Note to be executed by Borrower and payable to Lender; 

C. Continuing Security Agreement to be executed by Borrower; 

D. UCC-1 Financing Statement; 

E. Articles of Incorporation of Borrower; 

F. Closing Certificate of the Borrower; 

F. Borrower's Resolution; and 

G. 
borrowing represented by the Loan and of the rates, fees and charges of Borrower as 
currently in effect. 

Evidence of the approval by the Arizona Corporation Commission of the 



September 21,2012 
Page 2 

Based upon the foregoing, and subject to the qualifications and limitations set 
forth below, it is our opinion that: 

1. 
standing under the laws of the State of Arizona. 

Borrower is an Arizona corporation duly organized, validly existing, and in good 

2. The Borrower has full legal right and authority to undertake and complete the 
Project (as such term is defined in the Loan Agreement); subject, however, to the effect 
of restrictions and limitations imposed by, or resulting from, bankruptcy, insolvency, 
moratorium, reorganization, debt adjustment or other similar laws affecting creditors’ 
rights generally heretofore or hereafter enacted. 

3. To the best of our knowledge, after such investigation as we have deemed 
appropriate, and as certified by appropriate parties, the resolutions identified above 
have been duly and lawfully adopted in accordance with applicable Arizona law. 

4. 
execution and delivery of the Loan Agreement by the Borrower, the observance and 
performance by the Borrower of its duties, covenants, obligations and agreements 
thereunder and the consummation of the transactions contemplated therein and the 
undertaking and completion of the Project, except as disclosed to the Authority, do not 
and will not contravene an existing law or any existing order, injunction, judgment, 
decree, rule or regulation of any court or governmental or administrative agency, 
authority or person having jurisdiction over the Borrower or its property or assets or 
result in a breach or violation of any of the terms and provisions of, or constitute a 
default under, any existing bond resolution, trust agreement, indenture, mortgage, deed 
of trust or other agreement to which the Borrower is a party or by which it, the system 
or its property or assets is bound. 

To our knowledge, without investigation except as disclosed, the authorization, 

5. To the best of our knowledge, after such investigation as we have deemed 
appropriate, all approvals, consents or authorizations of, or registrations of or filings 
with, any governmental or public agency, authority or person required to date on part 
of the Borrower in connection with the authorization, execution, delivery and 
performance of the Loan Agreement and the undertaking and completion of the Project 
have been obtained or made. 

We are qualified to practice law in the State of Arizona, and we do not purport to 
be an expert on, or to express an opinion concerning, any law other than the law of the 
State of Arizona. This opinion is limited in all respects of the laws in the State of 
Arizona now in effect, to the matters set forth herein, and to the date hereof, and we 
assume no obligation to revise or supplement this letter should any such law be 
changed by legislative action, judicial decision or otherwise. The representations, 
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warranties, covenants and similar statements made by the Borrower in the Loan 
Agreement and Documents are the sole responsibility of the Borrower and are not in 
any way adopted by us as part of this opinion. No opinion may be inferred or implied 
beyond the manner expressly stated herein and only in the context of the assumptions 
and qualifications herein described. 

4 

This opinion is issued to you and is not to be relied upon for any other purpose 
or by any other person or entity. This opinion is not to be referred to or recorded in any 
document or report filed with or delivered to any governmental agency or other person 
without our prior written consent. 

Respectfully, 

Moms SELLERS & HENDRICKS 

By: Steven L. Wene 



Exbibit H 
Borrower Disclosure 

1. Exception(s) to Subsection 3(e) of the Standard Terms and Conditions entitled “Compliance 
with Laws”: (borrower to insert exceptions or “None”) 

None 

2. Exception(s) to Subsection 3(f) of the Standard Terms and Conditions entitled 
“Environmental Compliance”: (borrower to insert exceptions or “None”) 

None 

3. Exception(s) to Subsection 3(g) of the Standard Terms and Conditions entitled “Litigation”: 
(borrower to insert exceptions or “None”) 

None 

4. Exception(s) to Subsection 301) of the Standard Terms and Conditions entitled “Title to 
Property“: (borrower to insert exceptions or ‘%one”) 

None 

5. Exception(s) to Subsection 3Q ofthe Standad Terms and Conditions entitled “Subsidiaries”: 
(insert exceptions or “None”) 

None 

Livco Water Company 

Name: Jenni Wicks 
Title: Manager 
Date: September 21,2012 



f 

LOAN AGREEMENT STANDARD TERMS AND C0"IONS 

Water Infrastructure Finance Authority of Aizona 

This document sets forth the Standard Terms and Conditions applicable to Loans made by the 
Water Iuhstrucnrrt F m c e  Authority of Arizona the ('Zende?') to a Borrower. These Standard 
Terms and Conditions are a part of the Loan Agreement to which this document is attached. 
Capitalized temns not oth& defined herein shall have the mPnnitufi given them in the Loan 
Agieement 

(a) -t - Bouowcr shall pay to Lender the pmounts shown in the Loan repayment schedule in 
-hereto on or befw the dates shown i n m a s  the same may be adjusted as provided below to reflect 
the revised principplrcpaymcnt schcduk of thclona At the expkntion of the Commitmmh if the totalpmouDt of the 
Disbumemcnts is less ehnn the maximum b a n  Amouot, the amount of each pdndppl installment due as set forth in the 
Lopa rcpaymeat schodulc contained in shall be adjusted based on (A) the principal balance thea outstandin5 
(B) thc PmOIPiZPtioll schedule as provided in and (C) the Combined Interest and Fee Ratc Upon such 
adjustment, Ltnder sh2u compute the adjjrrd interest pp9mcnt vnounts for cach Interest Payment Date to nkt  the 
adjjted principal amounts and shall mta thc rrsults in t h e h  qaymcnt schedule and furnish the revised schedule 
to *. 

@) pnonvmcnt The Bozrower may at any time deliver to the Authody a w h  request for approval to prepay 
the principd of the LOM in whole or in part The request must spedfy the proposed prepayment date. If the p m p d  
prepayawu date k 00 or a f k  du bentb MnmcEsprg of the 6ml lozn draw, the Autho~itywill approve 
prcplpmcnt without penalty so long as the q u e s t  is Lcccmod at kpst 60 days before thc propod prepayment date. If 
the proposed prepayment date is beface the bcnth ?namcrJrug of the finaIIoan dmw, the A u d ~ o r i q u d l d e .  in its 
s o k  dlaction, whetha to permit such prcpapmt, whcn the prepayment may occurand the tarns and co~ditions of 
MY prepayment approval. If the Bonoanr makes pariial prepayments of the unpaid piinctpd under the Laan, the 
pmouat of each p h i p a l  instaUmcnt duc as set forth in the Loan repayment schedule contained in shall be 
adjusted based on (A) thc pdneippl balance the0 outs- (B) the aanodmion schedule as provided in and 
(C) the Combined Interest and Fee Rntr Upon such adjustmen& Leader shall compute the a d p t t d  interest payment 
arnouuts for each Interest Payuuat Dntc to rr&a the adjusted pincipd amounts and shall enter the d t s  in the Loa0 
repayment schedule and furnish the revkcd schedule to Bonowcr. 

(d) If any payment of i0-t and/or pnacipnl is not &ed by Leader when such papent i s  due, 
then, as additional rcmedieq (a) a inbc charge of Si. paceat (6Yo) of the amount due and unpaid will be added to the 
delinquent amount for any paymcnt past ducin aces  of fifteen (15) days and @)all past due payments of pciacipd 
and/or interest shall bcprinta-cst 6rom thcir due date uad paid at the annual raw egunI to thc sum of (i) six percent 
(6%) Md (iii the Intacst Rate spuificd in 

(e) - Interest shall k catulntcd on the actuai number of daya each Disbursement is outstanding 
on the basis of a year consisting of 360 days. In cpkulptinginterrst, the date each Disbursemeat k made shaIl be 
includrdmdthtdateeochsuchDipbursaneDtkrrpnLlshpllbed~ 

payable on demand. 

(0 Ewa-tonMlawwhk oa tbt iilmlPrtocippl Repayment Datq Bolmwccshnll makc one Q) lid payment of 
pdncippl. accrued and unpaid intacsc and all other amounts due and payable heteuader and unda all of the Loan 
Documents. 



This AgRanent d Lmdds obligation to makc the initial 
Disburrantnt shpll become effective only upon satishcti~ at Borrower's sole cost and expense, of the followbg 
c o n d i h ~  prrredcns as &termbed by Lender in its absolute and solc discretion on or before the date of such 
Disbursement 

.. .. . (4 4 

@ h Documents. That Luxla &e duly executed ozigids of this Agreement, the Note, the Security 
Agncment pad d o t h c r i n s ~ t r  and documents contemplated hatby. 

@I Thnt Lcoder d v e  copies of (A) all company resoludons, d0CUmenCS 
and pmwocliogs of Bomnvcz authoriziag the cxlecution, dtlipuy, and perfomrvlce of the Lona Documents to which it 
is a party, cuti6ed to be true and cocccct by the h m r y  of Bonn-, (s) B o n o d s  Articles of Incorpmption or other 
organizational documents, with aU PmCDdments certifkd by the A r i z o ~  Corporation Comrmsy ' *q(C)ca t&ateas  to 
B o m d s  good standing fnnn tbe Arizoon Corpomtioa Commitrion and (D) Bomwrds Bylam or similv docummts 
with all amaldmmts certitied by the !jamary of Borrower. 

(I] Aaoroprk That Jmda lrccmr cvidcncc satisfhory to it that dl consents and approvals which ace necessary 
for, or regutcd as a c0n-n 05 the prlidhy and caforccPbility of the Laan Documcats hve kcn obtained and p 1 ~  in 
f U l l f o l U M d C t i l n t  

(4 That h d e r  rrceiVt a Subordinndon Agreement, io form and substance Sptisfhctory 
to Lendcs, fully awtcdby thc Boaorattand the Submdinnted Gcdiftrra 

@) v . Lcndds obligation to m?Le each Dsbuftrmcot heaxunder, induding thc initial 
Dkbursanab is subject to the satisfpction of each of the following conditions precedent on or before the date of such 
Disburscmcnt 

(i) -&& Thnt no Event of Debit (as thnt term is deW in Saction 6 hueof) exists, and that there 
hps oocurred no m t  wbkb with the passage of tinat or the giving of notice, or both, could become an Event of 
Dehult (a "). 
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*ction 3. Representations & Wagwties, 

. Borrower (i) is duly orgnai-ad,validly cxkthg, and in good standiagundtrthc laws of its 
state of incorporntiOn; is duly qulliticd to do business and is in good staodbg in each jurisdiction in which the 
tcrnspction of its budoess makes such qdikation y (ihi ha0 all requisite corporate and kgalpowa to own and 
operate its assets nnd to cnnp on its business and to eaterloto aad @xm the Loan Documents to which it is aparty, 
(ii) has duly and lawfully obtained and maintaiued all licenses, ccrtificPtcs, permits, autho&tbns, approvals, and the 

h m  Lmder. 

. .  
(4 orpnnu?aon: P0wf.l- EitL 

like whkh PIC mated to the umduaofjts business or which may be otknvisc nquL#l by hpp. (v) is digiile to borrow 

me clccuboQ * and delmery by Borrower of, and the pcxfounancc by 
Bomnvu of its obligatiotu under, the Loan Documents have been duly a u t h o d  by all quk i tc  corporate action on 
the part of Bonoara aod do not pod d not 0 vi& any provision of any hw, d e  or regulations, any judgment, order 
or ruling of any court or govcmmcarnl agency, the PctLlts of incotporntion ox bylaws of Bomnwa, or y y  agmancnt, 
indtnturr, or orher bmument to wbkb ?hrowu is a party or by& Borrower or any of as propcrtks is 
bound or (iii be in coaektwith, d t  in a bmach of, or constitute with the giving of notice or lapse of time, or both, a 
dcfhult unda any such ?&cecmcns iadmtuq morrpgq or otber instrument No action on the part of any member or 
sbarchdderofBcurowuis omcos~rginummctbn with &e d n  nnd delivery by Borrrnacrof and thc pufonnance 
by Bomnvaof its 0- underthc Lapn 

(c) Nocomtat,pennirJioqnuthonzPtlo . n, d e r ,  or licauc of any govunmentnl authority is necessary in 
conncctioo with the execution, drlmcrp,pcrtinmMg mcnfonxmcntofthc Luan Documents to which Borrowexis a 

. .  
@) k - N o v -  

acept for actions which have occurred. 

party,ucept such as havebcen O b i a i n e d a n d p R i n  fun &fcCnndeffth 

.cvill bc, the lq& e pad bindingobl&ion of Boffowcq tn6orce4bl in pfcozdPDce with iu tcrms, subject only to 
(4 h c h  of the LOM Documents to which Borrower is a paxty is, or when executed and delivezcd 

limitations on cnforccpbilieg imposed by nppiicnble bankruptcy, insohrmcg, rcorgaaizntion, moratorium. or similar laws 
affoctingcrcditocs’cightsgfncmlly. 

(4 Bonowtc is in mmplhncc with ail fcdanl, skit% and LKol laws, dq regula-, 
ordiacmces, codes, and orders (collectively. ulasra”). the Wurc to comply with which could have a materid adverse 
effea on the condition, finanri.l or uthawk, opuations, properties, or business of Bo- or on the ability of 
Borrower toperform it0 obfigaths u n d e r t h e h  Doauncnor, except os Bouowcrhns disdoscd oo &&&it”. 

0 - . WIdIoUt lbiting the pi-ovbns of subsmw n(e)abovc,allpropertyowtudorieased 
by Barmwu and all opernbions cop.hlded by it PR in compliaocc in dl d rrspects with aU Iaws relating to 
en- protcctioo, the h i b e  to comply with which could have a mntedal PdVaK c&ct on the condition, 
&uncial or otkwisc, opcrPtions, propcrtks. or business of Bmuwcr, or on the ability of Borroartr to perform its 
obligatioos,uadatheLopa Documcnts,erceptas B o r c o w c r h a s d i s d o o e d o n ~ .  

(g) Then are m pending legal, arthation, orgovuactuntal actions or proceedings to which Borrower is a 
p-xty or to which any of its proputy is subject which, if- dctcdmd, could have a maaxial ndoznre e& on 
the condition, financial ot otkmisc, opcrndory pmpdes, or bushcss of Borrower, or on the ability of Basrowa to 
perform its obli@om under the Laan Documents, pnd to the best of Borrvwds knowledge, oo such d o o s  or 
procccdiograrethrrPtmedoroontanplnosd,erccptu~hPsdiscldonExhibit. 

@) Bornnvuholds good and mdctddc title to aU of its real prom and owns all of its personal 
proparg kanddenrofaaylim orauumhcuxqqt theliens and QlEumbTIIlces pxifdlyidentified on= 
tl- 
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thnt arc rrpIiollpblc and &tic,and as of the dote hacog no fpct has come to light, and no cPmt ortxamutbn has 
o c d  w h i c h d  cpw pnylssumption made therein not to be reaoonable or &tic. 

6) P The principal place of business and chief executive ofiicc of Bormwu and the 
place where du ttcords requid by Subsection (9) of Section 4 hatof M kept is at the business office street adc&css of 
B o n u w c r s h o v m i n S c c t i o n 1 o f t h c ~ ~  

(k) - Bon-owahas no sutxidkq,exccpt as B o u o w c r b a s d i s d o s c d o n ~ .  

0 Banowcr has water rights with such amounts, pxiodies and qualities ms arc 
necessary to adequntcty s a v k  Bormwa's astomar and members. B o r n e  controls, owns, or has access to all such 
water -5 fke and ckpr of the intucst of any thkd party and has not suffered or pumittcd any trpnsfct or 

of such watnzights, aad bas not a b a a d d  such wata rights, or any of than, nor bas done my act or 
t b g  which would impair or EZUSC the loss of nop such mtcr rights. Borrower's utility fpdlities reosonnbiy meet present 
demand in all m a d  rrspccts, arc constructcdin a good and w o k n a d k  manner, arc in goodwmkingorduand 
codtion, and comply in all rrspccb with applicpbL laws. 

~. 

Unless oth& agmd to in wdhg by Lunicr, while this Agnement is 
in eff- whether or not any Disbunemcnt is outs- Bomwff pgrrcs to: 

(4 7 Prrscrrn and k p  in full 
i- of its incopomtion and itsgood smdbgand q d k n t b n  to tmnsact business in all places rcquircd by law. 

@) 4 Comply with 0 all Laws,thc fDilun to comply with which could have a 
a n a d  adverse effect on the conditioq C i n n n r i a l ~  othccwk, opantioDs properties, or business of Borrower, or on 
the ability of Bomnvcr to eerform its obligahm uada  the Loan Documcats; and (iii aIl ageemcats, indentures, 
-.and otherinstrumentp to which it is a party or bywhich it or auy of its property is bound. 

( 4  v r d  T m a  Wahout limitkg the provisions of Subsation @) above, comply in dl 
m a d  rcspatp with. and causcaUpmaor occupyingorprrsmt on any properties owned or leased by Borrower to so 
comply with all Laws rdntiog to e n a d  prom%ioa, the &iiurc to comply with which could have a material 
advcne effcct on thc cooditio4 thuuialorothecraist, opeoltioas, plopaties, or brrsiacss of Bonowcr, or on the ahility 
of BonrmDertopecformitsobligodons undathc Losn Documents. 

(4 L i c a W - P ~  -F& Duly and lawfully ob& and maintab in full force and effm all licmscs. ecmifcates, 
permit4 autho&&ms. approvals. and the likc wbich are matrrial to the conduct of Borrowds business or which may 

and effect its corpoauc existence and good standing in the 

be O t t l a w k  l .cqu id by law. 

(e) Mnintninin~~withiosurreetEomplnLsMassodntionspacpepblet0LmderinsuchynountrrMd 
covcciognrch n$ks as p n u s u p I J J r  EIltdcd bymmpsnics engagdm thc same or similarbusimss and SimiQldV situated, 
aud makc such in- in the type or amount of copc~p% as Lends may request All such polifia inswing any 
c o l l a d  provided for hu& shall provide for loss payable clauses or endorsements in fMn and contcat acceptable to 
Ltndcr. At thc rcquest of Lea- 40 policies (or such other proof of compIiance witb this Section as may be 
Mtism) shpllbcclckmi t o h d e r .  



In the computation of nct income, gains and losses and any taxes or reduction of taxes d t i n g  from the sale or other 
dkposltlon or abandonment of cppid assets, or from incrcaseo or decreases in value of capital assets, or from the 
rrtLaacnt or reacquisition or resale ar rrissuPncc of debt or capital stock, shall be diarrgpcded. 

Btmia dl dstjng capital a d  retained mrnings in the business d retain G) 3 
d revenue which may nccumulate ova and above that accdtd to pay operrting, maintenance, debt senrice, and Resuve 
requirements; or use SPM to reduce oMigotions due creditors or invest same for capital upencliturcs relatad directly to 
Borrowds ability to provide s a v h  to usas. 

. .  

(k) =EsJwk Maintain or plrocun wata rights with such amounts, priori& and quali&s as ace necessary to 
service adcquatdy BorrowcA customers and members. whethtr ripiaa, appropriative, or o M e  and whether or not 
apputcmnt aod whether gzouudwater or s& wata, any shares of stock and certififntes evidencing the s~mc; and all 
gnuulfathcrcd grab rights undcr A.RS. Scction 45401, -. (collectively, h w'). Borrower will 
coodnue to control, own or have access to d water Rights frcc Md dcnr of the htcfcst of any third party, not 
suffa any Traosfa of &e Water Rights, will not abandon the Water Rights, nor do any act or thing which would impair 
or cause the lass of any of the Water Rightp. For puposcs of & p m p p h  (m) means, rrspectipely, each 
and all of the fobwiaf 

0 Any or all of the W a e  Rights, or any interest or &ht of Bouowa in or to thc Water R&ts is conveyed to, or 
becomes vested in, any pcnoa, other than Borcowa and Leadtr, voluntdy or involune ,  

(ii The occurrmcc ofany event &at d in any op~ioa, right of b t  refus9 other right to acqule, or any other 
dab, htaes5 or &ht b, to, or against, any or all of the Water Wts being held by a pason other thpn Borrower or 
Lender. whether occwhg vobmrily or involuntarily and whetha arising by agrccmmh under any law, odimace, 
rcgulntioqorrulc(fcd~,sfnte,orlocpI),oroth~ 

(hi Any lease or assignment of any of the Water- and 

(I) Barrowa enten into any slgrrement the perfoxmance of which would result in a Trnnsfer under any of the 
clauses Qtkough W above, and tbc colwmmntion of such agumcat is not tspressly condi t id  upon the paor 
w d t m  consent of Lemkr in its sole and absolute discrrtion. 

0 Bormwet shall, in accordmce with prudent utility pppc6a. (a) at d times 
opaatc the propatks of the umtcr spstem and any buaintss in c d o n  therewith in an efficient mama, (b) mpintnin 
its ddnLingwatasystcmin good rrpnt,workiug o l d a d  opaxtiugcoadition, and (c) from time to lime make d 
necessary a d  proper rrppirS, renewals, nplscemenn, additions, betterments and improvements with respect to its 
dnakiag warn system so that at dl times the business cptried on m connecdon therewith shall be propedy and 
advantapusly conduacd. 

(m> v ' For Loan Agreemats in excess of f250,oOO: 

The B0-a must foiIow, documcnc and maintain documentndon of their good fpith as listed btlrmrr to ensure 
that Disadvanw Business Entcrph @BEs) have the 0ppOrtUnitg to participate in the pq-ect by inaepsing DBE 
a- of piocurancnt efforts and oureach 

6) Ensure DBEr am made aware of conbdng opportunities to the fulltst extent pnaic?bl through outreach 
potcDtinl and recruitment pctmitks, induding placing DBES on solicit2tioa lists and d a t i n g  them whcncvcr they 

SOIKKCS. 

cui Make information 00 fortficoming oppomnitk available to DBEs and arrange time frpmes for conkacts and 
estnblish delipcry schahk, where the r c q d  permis in a way that eacourap and fncilitrtes participation by 
DBEs in the competitive process. This includes, wbawrer posaible, posting solicitntion for bids or proposaJs for a 

(iii consider in the c o n ~ p r o c e c s  whether 6rms competing €orlarge contracts could be s u b c o n c a a a d  with 
DBEs This will include dmiding~dRqairrmcOs0 whencconomkong 6epaible into smnlltr tasks or quaathies to permit 
mnrimllm pYtiripotion by DBEs in he Compctitme process. 

minimum of 30 clladpr days before the bid or proposal dosing date. 
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c (im) Encoungc contracting wkb a coasoriium of DBEs when a conrmct is too Ip%c for one of these fhms to 
b&indiVidually. 

(v) Ux the Secvices d assistame of the SmaU Business Administnuion and the M i n e  Business Devdopmcnt 
Agcnqof thc u. s Depnrtmcnr of c- 

through (v) above. 
(vi) If the prime contractor a d  subcontmccs, quire the piimt contractor to trike the steps in section (i) 

Thwc condidoar, must be induded in dl pmcurcmmt contraas entered into by the Bonower for all  DWRF and 
CWRF projects 

@ The pdme contcnctor must pay its subconttactor for satishocy paformvlce no more than 30 days from the 
prime contrnctois r d p t  of payment Gom the owner. 

Q Tht p k  contractor must no* the owner in writing prior to the trmJnltion of any Disadvanw Business 
Eotcrph subcon- for convenience by the p k  contractor. 

(iii If a lkuivantagc &Isiaess Enterprise concDctor Eiils to complete wok under the subcontrpcr for any reason, 
the prime contmctor must anploy the six good hith efforts Xsoliating a replacement contractor. 

ochimditslnirshnrco~&tmes. 
(iv) The pckc contractor must continue to employ the six good 6rith efforts evcn if the prime contractor has 

(v) The prime contractor must provide EPA Form 6100-2 DBE Pmgram Subcontractor Partiupah Form to d 
of its DisndppaFlgad Business Ent+ subcontcacto~~. Dicpdpmmged Business Eo+ subcontrPcbocs may scad 
completed Form 6100-2 d k t l y  to the Rcgion 9 DBE Coordinntor listed below. 

Joe Ochab, EPA Region 9,75 Hawthorne St. (P-22), San Francisco, CA 94105 

(VI] The pdme contractor must have its Disadvan@ BusincsS Jhtcrprisc subcmtractors complete EPA Form 
6100-3 - DBE Pmgmn Subconfmmr PcrfopmMa Form. The p t h c  contractor must include d completed forms as 
past of thcpdmccontarctor's bidorproposalpockpgc to theborrower. 

(viii Thc plime canmutor must complete lad submit EPA 6100-4 DBE Program Subconoxtor Utihuion Form 
as parto f thcpr imccoMs bid OrproposPlpPckPgeto t h e ~ e r .  

(viiiiA Bwrowa must ~lsun that ach procufiamt coatn~ct it a d  contains the following ttrms and 
coadifioas: 

The contactor shall not disaimhtc on the basis of rrce, color, optional o w  or sex in the 
puformnnce of this cophprr ThC contractor sball csury out appIicable nquinmmts of 40 
CFQ Part 33 in the a d  and adminismation of cwtxuts awarded unda EPA financial 
assistance ggrcancnts. Failure by the contractm to carry out thcu requirements is a m p t d  
k h  ofthis contuut which may resultin thc taminaijrm of this contract or otherlegrllg 
aMilpblcrrmcdls. 

Unhs  othtrarLepgrccd to in Ltndts, while this Agmcma~ is in effect, whether or not any disburJement is 
0utstan~Bommrershnllnot: 

(a) LiEes, W e ,  incur, assume, or allow tu exist any mortgagq deed of trust, deed to scam debt, plodgc, lien, 
( i~ud ing  the lieu of an tmdmmt, judpat, or uccution), secudy interest, or other encumbrance of any kind upon 
any of its propeay. red or pasod. l l c  f e  rcsi&xions shall not apply to (i) licns in hvor of Len* @i licns for 
taxes, assessmmts, or go9anmcntal chp%s thnt are not past duc; @ii k, pledges, and deposits under worked 
compensation, unemployment kuramx, and s o d  sccudy kmw (m) h s ,  deposits, and plcages to secure the 
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p c r f ~ c e  of hids, tendus, contxacts (other th?n contrrcos for the payment of money), and like obhgmons &g in 
the ordiaprg co- of -a 's  business as conducted on the date hereof; and (v) Liens imposed by law in favor of 
mcchauics, ma&hen,.arnrrhoucancq and like pwons that secure obli&pttons that arc not past due. 

@) Mage or coasolidate with any other entity, or acquire d or substantinlly aU of the 
asset3 of any p n  or cue, or form or create any near subsidinry or aftilintc, or commence operations under any other 

. .. - 

Il2mc, or&miptioq or entiq, indudiag any joint vcnhrrr. 

(c) 
course of its business or to cffcct any change in ownaship. 

(4 

sen, kallsfct, h c ,  or othawisc dispose of any of Bormards assets, except in the ordinary 

. 
Eugagc in any business actirridts or opernttons substantially difkent fn>m or unrelated to 

Borcowds present busiaess octmitits or operrdoas. 

Sectim 6 . EventsOfDeu  E k b  of the bllowing sb2u constitute an of D&&' hercudex 

(a) PaPmcntDefault F k  by Boamva to makc any payment or investment requkcd to be made h d ,  under 
the Note, or under any o k  Luau Documrnt when due. 

@I Any representation orwacmnty mndt by BomnRcr har!in or in my other Lovl 
Document sixdl prove to have ban fnlse 01 midding in any m a d  respect on or as of the date made, including 
dcancdmndeinconacction'EPithePcbDisbwanmt 

(4 -&!===ai . Bonoppa should fpil to pcrfarm or comply with any covenant or 8&rrcment contained 
hacin. 

( 4  G€QW-~fadL Bomwcc should, &any applicable gncc period, b c h  or be in &Ut under the terms of any 
agcccmmt (other thnn tbc Loact Docuaxnts) between Bormwar and Lendcr, d u d @  without limitation, any other 
loan p%rrazrcat, sccwity agxumcnt, 

(e) 0th- m. The ocmmmcc of any breach, default, event of default, or event which with the giving of 
no& or lapse of timqor both,coukl become a defnultarevent of dcfpult under any ageemeat, inden- mortgage, 
or other instrument by which Bonuwcr or any of its property is bound or affectcd (other than the LoPo Documents) if 

of any indcbtedncsa under such -indcnturr. amxtpgq or otherinsrcumcnt 

(9 Judgm~nm, dearmq or ordus for the papeat of money in the aggqate in excess of the Pmount set 
forth in dating to Additional Indebtedness hereof shall be rendered against Bomwa and a h  (i) 
enblccmcclt prwadiogs sh2u have ban coarmcnccd. - or (ii) such judgments, decrees. and o r b  shall continue 
unsatishl and in effect for a paiod of t w a q  (20) c o d  days without being vacated, dkchnrged, satisfitd, or 

deed to secure debt, or deed of aust 

the effect of such bacoch,default,event of default orevent is to occderptc. or to pepllittbc acceltmtioo of, the matudty 

pen- nppcll 

(s) Ban0we.c (i) shall become insolvent orshdgcncrnlly not, or shallbeunabk to, of shall W t i n  
writing its hbility to, pay is debts ns they come due; or @i shall suspend its business operations or a mnrm'al pue 
thereof or makc an pssi%mncpt far thc benefit of creditors; or (Zi] shall apply for, consent to, or acquiesce in the 
appointment of a trustee, receiver, OL otha currtodinn for it or any of its property or, in the absence of such application, 
consent, oracquLsccnce, a erustce, reEcmq or other custodian i s  so appoind or (iv) s h d  comimenccwith ~spcct to it 
or have EwnmQlccd against it any p"KC0dingundcr arybankruply,I?eOl&dPiZP60n. repdjustment of debt, 
dissolution, or liquidation law or statute of any jurisdiction. 

@) Any m a d  PdvcEse c h q e  octll15, as reasonably detrrmined by Lender, io B o t n ~ ~ d s  
conditbq b c i a l  or othawkc, OperPdons, p"pcrrts, or bvainess or Bonowds ability to paform its obligahns 
d e r  the h Dauascatr. 

The Borrower and MY additional Creditor fpil to amend the . .  0 -to- 
Subotdiaptioa Agrcancnt in accordpncc with Ppcpeplph 2 of the Subocdhuion Agmancat 
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Section 7. Remedies Umn Event Of Def&& Upon the ~ccu t re~ce  of and during the continuance of each 
and every Event of Dcfwlt: 

. Ftc. Lmder shall have no obligation to make dishursaacots haeunder and, upon notice to Borrower, (9) -- 
may tmninnte the c ~a t  and declare the en& uupaid pzkipal  halance of the Note, all accrued interest thereon 
and d other p m ~ u n o ~  payable uoder t&is Agreemat and dl other between Lender and Barrcnatr, to be 
i a m w  due and payable. Upon such a dodnmttoq the unpaid principal halance of the Note and all such other 
amounts shall become immediately due and payable, without protest, presentment, demand, or further notice of MY 
kind, all of which iue hereby UEprrSrly waived by Bornma. 

@) B-. Lender may proceed to protect, a e  and enforce such rights and rrmtdw as may be provided 
by 1&rrcmeat or under law induding, without hiration, the @ts and ranedki p d e d  for in the Note. Each and 
may one of such rights and d e s  shall be cumulative and may he exercised h m  time to &,and no failure on the 
part of Lcnder to cxerck, and no delny in any right or remedy shnn opaatc as a waiver thereof, nor shall any 
yngic or@ eradre of any rights orrcmcdyprcciudc any othaore fuw eMisc thereof, M the eraciscof any 
other ajght In addition, Lndtc may hold and/or set off and apply pgpinst Boaoards indebtedness any and all cash, 
accounts, sccwities, or otha pcopcrty in Lcndds possession or under its controL 

. .  
" 

The reprc~armttOaS, waxmntics, and covenants of Bomwer in the Loan Documents shall 
s& the cxccudon and dclmay of the Lana Documtnts and the making of the Loan. 

&ctionL I n t e n .  The Lwa Documents 
con& the entire uadastnoding and ngrccmrmt of Ltoder and Borrower and supersede all pdor reprrxntadons, 
warranties, qpcmmts, nrrnogapcnts, and undastandiugs. No provision of the Loan Documents may be changed, 
disdrnrgKi suppkmmtcd, tamiuakd, or aroived esccpt in a writing signed by Lender and Borrower. No waiver of my 
b d  or default shall be deemed a wpivcr of any b r e d  or default occuteingthudta or a waiver of the time of the 

Y 

CssQlCc pro*fL 

section 10. . .  P d F C &  This A-mt is made solely between Lender and Bomwcc, and 
no other Person shall have any rights herrundcr or be a third-party bmetirinry hereof. lkis h Agrrancnt shpu be 
binding upon the un-cd, and upon the heirs, le@ qrcsentatks, successom and assigns of the uudccsign~ and 
to the atcot that the Bomnvcrk eithtraprtnedip or P corpodon, all nftrmccs hacin to the Bo- shall be 
deemed to iadude any successor or sucassors, whether immediate or remote, to such partnership or coqodon.  
B-wer may not a s s i p  any of its rights or delegrec any of its obligations under thc Loan Docummts without the prior 
express ardn~n consent of b d a ,  nnd any purported ruipipnmmt by Bormwu made m contravention hereof shall be 
void. Lender may fiom time to time assign, or sdl pPcticrpPtion intexests iu, any part or dl of the Obligations and its 
fighm ando~onsundertheLoPaDocummorinitsobsoluaandsolcdisnetion 

t s A n d E x b w ,  Bonn- agrees to pay, on demand, all m d  and urtempl costs, 
upcws, and fees ofLendam nxpcct of @ ppplicntion f k ,  Q mforummt of the Loon Documents aud exercise of 
the rights and d e s  of Lauia, (iiii dccfcnse of ehe cnbmxbh "ty of thc h Documents or of the perfection or 
pskity ofany LLO grnntcdin t h e h  Documents, (iv) any othamattcrrrlntiog to the Loan Docummts, the cdlpterpl 
provided tix henia, orthc trpnsncdw desahdin  thc LOM Documents, and (v) preparation for matters within (51, (i], 
or (iv) whether or not any legid proccoding is brought Such costs shall include, without limitdon, all such costs 
incurred in COMCCtiOn with any bankruptcy, ruemdip, or otha cow proceedings (whethcr at the mhl or appellate 
level). At the option ofLendersuchcosts,apenses, and fees maybe deducted from the proceeds of the Loan. 

section l2- AuthotitpTo File Nou ' C ~ J L  h w a  inevocpbly appoints h d a  as its attorney-in-focs with 

xcu6tJI- 

full powa of substitution, to 6k tix rrcard,atthe Bormwu's cost andapew a n d i n B o d s  ~lpme,any notices of 
mIDpleti04 notices of CesSBtion of laboqorany otha notices that L.endacondas naxssary to dcsirnblc to protect its 
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se &- ' W  In the event of m y  incoasistcnacs between the 
tcrrps of this Agmmart and pay tams of any of the LOM Documeats or any loan applicotton, the tcrms of this 
Agreement shall govan and p d  

section 14. NO wake& No disbursement of p d  of the Loan shall constitute a waiver of any Qonditions to 
Lendds obligation to mnkc further disbursancnts nor, in the event Booroarcr is unable to satisfy any such conditions, 
shall any such waiver hnvc the effect of precluding Leader from tkedter  dednrirrg such inability a default under this 
A%rrancnt 

Section 15. Lender Ap~rovrl O f x n S ~ e n t s  And P d e s ,  MI p~~cecdings rplrea ia accordance dp i th  
hnnsactioos provided for hcrrin; all sumeys, apprnisals and documents required or contemplated by this Agreement and 
the pasons "possible for the exacueton and prqnuation thatof, sball be satisfictorg to and subject to approval by 
kda. Lcndds counsel shall be provided with copies of dl documcnm which they may reasonably request io 
coMcetion with the Agrremmt 

. .  ; F . LtadcrshallntdltiwSbe~tocscstnblLhindcpendcndy,to 
its sadshctiw, the existace or nonexistence of any hct or ficts, the existence or nonexistence of whicb is a condition 
of this Agrrrmnt 

Section 17. Dis-BvLtadu. Bomwu is not and shall not be an agent of Lender for any purpose. 
h d c r  k not a joint v q l ~  pnrtaer with Bomowa in any mariner wbatsocver. Approvals granted by Lender for any 
mattus c o d  uadcr this Ageanent shrill be naaowIy construed to covcr only tbc pytks and bets identified io any 
arrittco approval or, if not in arriting, such p p p d  shall be solely for the bcnefit of Bomwer. 

.. $ection l8. Sevembhtv . If any provision of this Agreemat is dorceable,  the enfoncab&ty of the other 
provisions shmll not be nffedcd and thcy shall zcmpin in full fonx and effcct 

Section 19. Waives Oflm T Boxowawaives, 4 by accepting this pgrrmnenf the lender shall be 
deemed to waive, any right to a trial by juty in any Oction or prococding to enforce or defend any rights (a) under this 
agreement or under any ammdmcnt, imcnuncnt, document or a p e m a t  dclivacd or which may in the fume be 
delivered in d n  harwitfi or @) a&bg from any banking relationship existingin conatmion with this agrement, 
and bopoarcr ngrres, and, by acccptbg this p~ceanms the lcndcr shall be rLrrmrl to agree, that any such action or 
psoccdngsh4 be aicd before a court and notbeforz a jury. 

T i  is of the essence with regard to each provision of this Agreement as 
to which time is a fictm 

action 2l. Notices And D d ,  AIlwzittcn demnods and notices @Lender or Bon-owcr relating to the 
Loan Documents s h 4  k saved by ccrtititd cu registad mpil return receipt rcqutstd &ch such d d  QC notice 
shpll be dcporited in the United States Mnilpostngc prepaid andaddzescd to the addrcssccls addzcss hrst above stated. 

pddrrssec's return mxipt orat the erpirntion of the third Buaincss Day aftanding, whkhvetis &. Rejection or 
refusal m occcpt the d d  or notice by the pddrrssec or bbilky to delmcr the dcrmnd or notice due to a chnngcd 
address ofwhich no notice was given shnn not affect deemed service Lender or Bormwcrmay fram time to time, by 
written notice saved on the other, d+natc a diffarnt address or a differart attention person for &ce of demands 
and notices. 

scnrice of any such rlrmnnrl or notkc shall be dcrmcd complete on the date of actual delivery as shown by the 

22. N o ~ a u c a o n  t h d e r O  r Borrows The Lopa Dofuments PIC the result of 
negotiations betwcco Bormwcr and Lender. Accodngly, thc Lcwa Documen~l shall not be constn~ed for or against 
BopoaraorLcnder, regudleJ;s ofwhich pnrtydcaftcd the Loan Documents or any part thcreoE. 

to 



. .  ~ & O f P a y m e n t &  If at MY time or Lam time to time, whether before or 
pftcr payment pnd perfofmame of the Obligafjom, d or any part of MY amount received by Lender in payment of, or 
on account of, any Obligation is or must be, or k claimed to be, avoided, rescinded, or returned by h d a  to Borrower 
or MY other Person for any reason whatsoever (id- without limitx~tioq bpakruptcy, insolvency, or reorganization 
of Borroartr os MY other P&soo), such Obligation and the Liens on propaty, and rights to proputy that were the 
collataai at the time such avoided, rudndod, or returned payment was iecemed by Lender shall be deemed to have 
continued in existence or shall bertinstnted, as the csucmay be, allas though such payment had not been received. 

OfLendet, Bonowcr agrees to indemnify, hold hnrmlrPq and on demand 
defend Lender and b dlectoa, ofticen, employees, agene auditos, counsel, investment co&tttx mcmbcrs and 
rcprrstntativca for, b a n ,  and against any and all damagw, losses, linbilitics, costs, and upcases (including, without 
ktation, costs and eqxmcs of litigation and repronabk attorneys' fks) PeiSing 6com MY daim or demand in respect of 
this Agreement, the Lopn Documents, the collated provided for here& or the tcnosPctjon described in the Lwn 
Docurnmts and asking at any b e ,  whetha before or after payment and pufoxmancc of the Oblisptions. The 
obligations of Bomwa and the r@ts of Lender under this Seaion 24 shall survive payment and perfonnance of the 
obligations and shall remain h full force and effect without tuminabn. 

Section 25. Waiver Of Sta a t e  Of Limitations . Bosxower arniVes, to the full extent permitted by law, the 
nght to pled and MY statutes of limimtions as a defense in MY action or proceeding in respect of the Loan Documents. 

se- 26- NanrbetAndGcnder. In this Agnxmcnt the singuhu sbaU include the p l d  and the llllsculine 
shall include the femiuine d n a t a  gtndcrs, and vice versa. 

%% . The hepdings at the bcginning of each d o n  of this Agxemmt M 
soldy for convenicna and are not part of this Agctcmmt Referrace hacin to a section, a t ldunat ,  exhibit, or 
schcdule is to the rrtpcctivC section, attachcng aidit, or schedule hndn cu hueto, unless othenvise s p d d  

$ g  This Ageanent may be executed in one or more counterparts, each of 
which shall be deemed an ocigid and rill ofwhich together s t d l  coastitutc one aad the same documtnt Signature 
pages may be detached &om the countapnror and aaached to asingk copy of this document to physically Form we 
document 

(a) -. As requid by the pzovisi0ns of Ariwna Revised Statutes Section 35214, the B o m w a  agrees 
that d books, accounts, t c p o q  tilts and othcrrrcords &ling to this Lonn Agmemcnt shall be retained and shall be 
subject at all reasonable ~ ~ I C S  to iospcction and audits by the Authority for five vena after c0mP)caon of this Loan 
Agrement, and that upon q u e s t  by thc Authodtg such rrcoLds d d  be produced at any of the Auth- offices 
designated hadn as tht place atwbich notices to the Authority M to be gmaL 

@I In the event that it applts, the partics agree to comply with the Arizona 
G o v ~ s  Executive order 2009-9, mtitkd "Prohibition of Disrriminnrion in State Co- Non-Disnim;rution in 
Emplopmot by Govermnent COntEnaoR and S u b c o n ~ r s , "  which maadat# that all pqsons, r e g i u d b s  of race, 
color, rrligion, sex, age, or national o w  shall have equal access to employment oppoauoities, and all other appticable 
smte and Federal employment hum, &, and agulations, including the AmericpnS with Dislbilities Act. The Borrower 

to raycnod,color,~n,synationaloriginordisobility. 
s h a l l t p k c ~ ~ p c t i o n t o a r n u e t h n t p p p l i c a n e s f o r ~ l ~ a n d c m p l o y i c e s ~ n o t d ;  - . at a3 agaiust due 

(4  This LoMAgreemat shall be govrmod byandcoasbrutdin accordpncewith the laws 
and judicial decirions of the Sate of A ~ j z o 4  except as such laws tray be preempted by any federrl rules or regulptons. 
The pattics k t 0  aprrs$packnoarltdgennd pgrre and PI1Bomwem by their acceptance thereof shaD be deaned to 
have acknowkdgcdand agreed that any +kid action toiotaprrtorenforce the tams of this LOMAgrccmcnt w s t  
the Authority shall bc brought and maimin4 in the Superior Coua of dx Smtc of Arizona in and for Mndcopa 
County or in the United States Disc Court in and for the District of Arizonn. 
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(4- . In the event of a dispute, the pnrties agree to use acbimth, after exhausting applicable administrative 
review, to the extent required by Aiizonn Rcvised Staturrs Section 12-1518. and thc prcvahg party shall bc entitled to 
attorney‘s fees and costs with respect thereto. 

(4 khiQuLe-511 - - . . Notice is hereby given of the provisions of 
Adzona Revistd Statutes Scctton 38-511, as amended. By this reference, the provisions of said statute arc hcorporated 
h& to the ateat of their appIicabdity to this Loan Agreement uder  the law of the State of Adzona. 

. .  (9 - -heB-- 

(1)h compliance Wjth Section 23-214@) of the Adzona Revised Statutes, the B m w u  wacra~~ts to the 
Lender that &a (a) it k not an “ c m p b y d  (within the meaning of Arizona Revised Statutes S d o n  23-214(8)) or @) 
h is regkttEad with and is pa&c@&g in the cmploymcnt v&fication pilot p r o w  as jointly administered by the 
United States depYtmeot of hoatcland sexcity and the social secuity administration or MY of its suucccssor programs 
(the “E-Vedy Program”) and that the proof submitted to the Lender of that regktration and eYticipation k true and 
correct. The Borrowccpgrccs that, until the h i s  fully paid,at all times dudngwhichit k an “cmploycr” (within the 
meaning of Adzom Revised Statutes Section 23-214(8)) it will be registered with and will pyticippte in the E-Vcrify 
Program. The b d  by the Bormwa of the foregoing shaU be dcuncd a mataid breach by the Borrower of this 
Lovl Agntmcnt and may msultin pm&ics up to and includiugthe termination of d& Loyl Agmmcnt If the Lender 
detamirm tixu the Bouuwais not so +tatxi and pprticippliaiwhen requ id ,  the Lender will notify thc Borrower 
by certihcd mail of the determination of noncompbce and the Bomwcr‘s zight to appeal the determination. On a 
final dctnminntim of noncompliance, the Banowcr rhan rcply all monies r e d  as an economic development 
iaccntivc (witbin the mePniog of hizom Repised Septutcs section 23-a4@)) to the Lcndcs within thirty days of the 
final dctmnimtion. 

(2) Pursuant to SaEtiOm 31391.06 pnd 35-393.06 of the Arizooa RePised Statutes, the Borrower certifies that 
it dots not haw a scdnimd busincss operation in Sudan or kpa For the purpose of this subsection, the t c m ~  
"scrutinized business opua(ions” shpll have the meanhgs set bttb in Scctions 35-391 and 35393 of the Arizona 
R e d  Stntutes, as applicrble. If the A u M y  detenntacs that the Bonoarrs submitted a frLse certificrrtiw, the 
Authoriq may impose d e s  as provided by law, indudfag d b n  or anniuation of this Luan Agmmcnt. 

section 30. C0m-e w&&plicable Federal Laws And Authorities 
The Borrower ngrra thot the project will comply with the applicable tams and conditions of those fedad hws and 
authorities listed-iw, as Mlcna f r ~ m  time G time: 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

A ~ u c o I O ~ ~ . . ~  and H i s t d  Prrwr~lU~n Act of 1974, Pub. L. 93-291; 16 USG. 5 4691-1. 

Clean Ak Act, Pub. L. 95-95, as aaxnd& 42 U.S.C. 5 7401 e t  scq. 

Cle~n W P ~  Act, ?ftls II, IV, and V, Pub. L 92-500, as -ded. 

Ccn~td B& Reswrces Act, Pub. L 97-348; 16 US.C. 5 3501 et. SW+ 

Copsd Zone Management Act, Pub. L 92-583, as amende& 16 US.C. 1451 e t  scq. 

Endilngcrod SpcELS Act, Pub L 93-205, as yncndcd; 16 U.S.C. 5 1531 et s ~ q .  

EnvkOMlcntnl Jus- ExENtive order 12898. 

Fymlyld P r o t d m  P o l i ~  Act, Pub. L 97-98; 7 US.C. § 4201 d sq. 

Fish and Wddlif~ C o o d h t b  Act, Pub. L 85-624, PS -dd 
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10. Floodplain Mpnngcmca~ Executive oidu 11988, as d e d  by Executive ordu 12148. 

11. Magnunson-Stevens Fiphery Conservntion and -t Act, Pub L. 94-265. as -de& 16 U.S.C. § 1801 et. 
seq. 

12. National Histock Prcsuvation Act of 1966, Pub. L 89-665, as ammded; 16 U.S.C. 5 470 et. scq. 

13. Protection and Enhancanent of the Cultural Environment, Executive Order 11593. 

14. Prottctioa of Wetlands, Executive Order 11990, as Mltnded by Executive Order 12608; Pub. L.. 99-645, as codified 
at 16 U.S.C. 3901 e t  seq. 

15. Safe Drinking Water Act, s&n 1424(e), Pub. L. 92-523, as amend4 42 U.S.C. 5 300f et. seq. 

16. Wild Md Scenic Rivtrr Act, Pub. L. 90-542, d d ;  16 US.C. § 1271 et. "4. 

1. Age Discrkniaation Act, Pub. L !-)4-135; 42 USC. 5 6102. 

2. Civil Rigfits Act of 1961, Pub. L 88-352, T~tk VI; 42 U.S.C. 5 2OOOd. 

3. Equal Employment Opportunity, Executive Order 11246, as amcodcd. 

4. Participation by Disadvantaged Business Enterprises in Procurcmcnt Under Environmend Pmtecdon Agency 
@PA) Finand Assistance Agreemeom. 

e ,Promoting the usc of Smp4 &osity, and Women-owncd Businesses, Executive Orders 11625, 
12138 and 12432. 

b. Section 129 of the S d  Business Administration Ruuthockation and Amtndment Act of 1988, Pub. 
L. 100-590. 

c DepPranmt of Veterans A& and Housing and Urban Developmeat, and Independent Agencies 
App-dions Act, 1993, pub. L 102-389; 42 U.S.C. 437d. 

d Title X Clean Ak Act, Pub. L. 101-549; 42 US.C. § 7601 note. 

5. Rebmhilimtioa Act of 1973, Pub. L 93-112; 29 U.S.C. § 794 (mcludhg Executive Order 11914 and 11250). 

6. Section 13 of the Federal Water Pollution Control Act, Pub. L 92-W; 33 U.S.C. 1251. 

7. The Drug Free Workplace Act Of 1988, Pub. L. 100-690. 

1. Anti-Lobbying Pmvision (40 CFR Part 34) and New Rcstcictions on h b b p g ,  Section 319 of Pub. L. 101-121. 

2 

3. 

Dcbamunt and Suspension, Executive Order 12549. 

Dcmonstrrtion Chks and Metropolitan Dcvcloprnmt Act of 1966, Pub. L 89-754, aa amended; 42 U.S.C. tj 3331 et. 
scq- 

Presaatba of Opcn CompctieiOn and Government Neutcplity, Executive Order 13502 4. 
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5. Prohibitions relating to violatonr of the Clean Air Act, Section 306 of the Clem Air Act, 42 U.S.C. 7505; Section 
508 of the Clean Water Act, 33 USC. 5 1368; &mtive Orda 11738. Administration of the Clean At Act and the 
Federal Watsr Pollution Control Act with Respect to F d d  Concmcts, Grants, or Loans. 

Uniform Relocation and Real Property Acquisition Policies Act of 1970, Pub. I, 91-646, as amended; 42 U.S.C. $§ 
46014655. 

6. 
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CASH COLLATERAL AGREEMENT 

This Cash Collateral Agreement is made as of September 21,2012 between Livco Water Company 
("Pledgor"), and Water Infirastructure Finance Authority of Arizona ("Lender"). 

RECITALS: 

A. Pledgor and Lender have entered into that certain Loan Agreement of even date herewith (the 
"Loan Aareement"), pursuant to which Lender has made available to Pledgor a loan of up to Thirty 
Thousand Only ($30,000) (the "LL"). 

B. Pursuant to the Loan Agreement, certain h d s  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 bnder 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 provide for the deposit 
and holding of the Pledged Funds. 

D. The Loan Agreement, this Cash Collated Agreement and all other documents securing or 
othetwise relating to the Loan shall be r e f d  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 ofthe Loan that Pledgor and Lender enter into this Cash Collateral 
Agreement. 

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

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

"Cash Collated Agreement" means this Cash Collateral Agreement, as the same may be 
amended, supplemented or otherwise modified b m  time to time. 

"Debt Service 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, 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 Collated Agreement or any of the 
Loan Documents. 

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

1 



"Replacement Reserve Fund" shall have the meaning ascribed thereto in Section 2 hereof. 

2. Establishment of Debt Senice Reserve Fund and ReDlacement Reserve 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 Laan 
Agreement. At such time as is required pursuant to the Loan Agnxment 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 Securitv Interest. As collateral security for the prompt and complete payment when 
due of all the Obligations, Pledgor has granted, bargained, sold, assigned, pledged, and set over and 
by these presents does hereby grant, bargain, sell, assign, pledge, transfer and set over unto the 
Lender, and its s u m r s  and assigns, all of Pledgor's right, title and interest in and to any Pledged 
Funds now or hereafter held or deposited in the Debt Service Reserve Fund and the Replacement 
Reserve Fund. 

4. Terms and Conditions. 

(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 Service Reserve Fund shall be as provided herein and in the Loan Agreement. 

(b) If no 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 h m  time to time 
may witbdraw moneys &om the Repltxanent 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, fiuniture, fwtures 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 nahrre provided that the properly 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; andor (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 cui) the principal amount of the Obligations. All interest and other investment 
earnings amounts fiom time to time accrued and paid on the Pledged Funds in the Debt Service 
Reserve Fund and the Replacement Reserve Fund shall be retained in the Debt Service Reserve Fund 
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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 Micle 9 of the Arizona Uniform Commercial Code and other applicable laws. 

5. Further Assurances. Pledgor will, at any time and h m  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 M e r  assure the interest of Lender hereunder. 

6. No Liabilitv for Lswful Actions. Neither Lender nor any of its officers, directom, employees, 
agents, attorneys-in-fht or affiliates shall be liable for any action lawfully taken or omitted to be 
taken by any of them under or in connection with this Cash Collateral Agreement (except for gross 
negligence or willhl misconduct). 

7. Notices. All notices, requests, demands or orher 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 M e r  exercise thereoc or the 
exercise of any other p e r  or right. The rights and remedies herein provided are cumulative and 
not exclusive of any rights or remedies provided by law. 

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

10. ReDresen 

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

(i) No filing, recordation, registration or declaration with or notice to any person or entity is 
required in connection with the execution, delivery and performance of this Cash Collateral 
Agreement by Pledgor or in order to preserve or perfect the first priority lien and charge intended 
to be created hereunder in the Pledged Funds. 

(ii) Except for the security interest granted to Lender pursuant to this Cash Collateral 
Agreement, Pledgor is the sole owner of the Pledged Funds, having g d  and marketable title 
thereto, fke and clear of any and all mortgages, liens, security inkmsts, e n c u ~ ~ b c e s ,  claims or 
rights of others. 
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1 (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 fvst lien on and first 
security interest in the Pledged Funds in favor of Lender, prior to all other liens, encumbrances, 
security interests and rights of others, and is enforceable as such as against creditors of and 
purchasers &om 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 interest therein, except for the security interest provided for by this Cash Collateral 
Agreement. 

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

/' 

i 

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

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

13.Severabilitv. 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 unenforceability in any jurisdiction shall not invalidate or render unenforceable such 
provision in any other jurisdiction. 

14. Successors and Assiins. This Cash Collateral Agreement and all obligations of Pledgor 
hereunder shall be binding upon the successom or assigns of Pledgor, and shall, together with the 
rights and remedies of Lender hereunder, inure to the benefit of Lender and its successors and 
assigns. 

15. Termination. This Agreement shall terminate and, upon request of Pledgor, all monies (if any) 
remaining in the Debt Service Reserve Fund and the Replacement Reserve Fund shall be retumed 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 
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the Loan Agreement have been performed in fill, 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. Countemarts. This Agreement may be executed in counterparts, all of which executed 
counterparts shall together constitute a single document. Signature pages may be detached from the 
counterparts and attached to a single copy of this Agreement to form physically one document. 

IN WITNESS WHEREOF, the parties hereto have executed or caused this instrument to be duly 
executed and delivered 8s of the date fust above written. 

Pledgor: Livco Water Company 
* 

By: 
Name: Jenni Wicks 
Title: Manager 

Lender: Water Infrastructure Finance Authority of Arizona 

Executive Director 
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Phoenix, AZ 85007 
Attention: Finance Director 

IL J 
THlS SPACE FOR USE OF FILING OFFICER 



Attachment A 

Legal Description of Collateral Location 

1. (250,000 @Ion tank locatcd on easement within Apache &my) 
#20 1-57-06: Lakeview Ranch Unit#1 Lot 61 

2. (22,500 gallon Esnk locrited on easement within Apache County parcel) 
#20 14wo08H: COM NW COR OF SEC 29 Tl2N R26E U, SLY 53 1.63, ALONG A CURVE 

19727, SELY 4725, S 541.76, TO POB E 1901.56, SWLY 10, SELY 
800,COM NW COR OF SEC 29 Tl2N R26E ES, SLY 53 1.63, ALONG A 
CURVE 19727, SELY 4725, S 541.76, TO FOB E 1901.56, SWLY 10, SELY 
8000, WLY 1937.48, NLY 119136, CONTIN N 1349.91, TO POB. 

I 

3. #20 1-30-122: Coach0 Valley Unit #4 Tr A 



Continuing Security Agreement 

Date: September 2 1,20 I2 

Parties: Obligor: Livco Water Company 

Obbor PO Box 659 
Address: Concho, Arizona AZ 85924 

(928) 337-2266 
(928) 337-3578 

Secured Water Infrastructure Finance Authority of Arizona 
Party: 

- Secured 
Pam Phoenix, Arizona 85007 

I 1  10 West Washington, Suite 290 

Attention: Executive Director 

Agreement: For good and valuable Consideration, the receipt and sufficiency of which are hereby 
acknowledged, Obligor agrees for the benefit of Secured Party as follows: 

1. Schedule Of Terms. 

Name in which Obligor conducts business: Livco Water Company 

Locations of Collateral: 

See Attachment A 

2. Definitions. In this Agreement, the following terms shall have the following meanings, and all 
capitalized terms used in this Agreement not defined herein and used or defined in the Uniform 
Commercial Code will have their respective meanings in the Unifonn Commercial Code: 

"Accounts" means all accounts arising h m  or by virtue of the sale, lease or disposition of any of 
the Real Property or Personal property, or fiom 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 fbture Customer accounts, 
including but not limited to those future accounts arising h m  any water utility plants or systecns (or 
for delivery of water by any other means); 
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"Agreement" means this Security Agreement as it may be amended, modified, extended, renewed, 
restated, or supplemented from time to time. 

"CoUateral" means all of Obligor's present and fbture right, title, and interest in and to any and all 
of the following types of property, regardless of whether in the possession of Obligor, a bailee, a 
warehouseman, or any other Person; Fixtures, Personal Property, Accounts, General Intangibles, 
Liens and Encum- and proceeds; the agreements, documents, and instruments evidencing 
Accounts or granting such Liens and Encumbrances and the filings and recofdings relating to such 
Liens and Encumbranceq all books and records and all computer software, computer disks, 
computer tapes, and other record keeping media pertaining to any of the Collateral; fiuniture, 
fixtures, machinery, and equipment of any kind or nature; and proceeds of any of the Collateral; any 
accounts established for debt service or reserves; any certificate of authority, b c h i s e  or other right 
to conduct business as may be issued by any Governmental Authority (including, without limitation, 
cash and non-casb proceeds, insurance proceeds, p r o a d s  of any proceeds, and proceeds of any 
taking by any Governmental Authority or any trausfer in lieu of such a taking). 

"Commitment" means any and all obligations of Secured Party ftom time to time to make advances 
to Obligor, or to make other fmancial accommodations for Obligor. 

v*Customer'* means a water supply customer of Obligor. 

"Default Rate" means a rate per annum of interest equal to the sum of (i) six percent (6%) per 
mum, and (ii) the rate per annum of interest applicable h m  time to time to the principal amount 
under the Note. 

"Event of Default" shall have the meaning specified in Section 6. 

"FirhrreSn means the water utility plants and systems of the Debtor, including, but not limited to, all 
water works, generating s&tions, substations, pump houses, wells, distribution lines, whether located 
upon the Real Propesty 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. 

"General Intangibles" means 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 stree%, alleys, highways, roads, public grounds, easemeats and 
rights-of-way and all rights incident thereto which were granted by private persons or entities or the 
governing bodies of the cities, counties, state, and countries in which the Debtor operates and 
including, but not limited to, permits and certificates issued pursuant to the applicable provisions of 
the Arizona Water Code, and all development rights, utility commitments, water and wastewater 
taps, living unit equivalents, capital improvements project contracts, utility construction agreements 
with any governmental authority, including municipal utility districts or other constitutional 
conservation districts created under Article lIT, Section 52, or Article XVI, Section 59, of the Ariina 
Constitution, or with any u t i l i  companies (and all rehds and reimbmements 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) 
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under any documents, contract rights, accounts, commitments, construction contracts (and all 
payment and performance bonds, statutory or otherwise, issued by any surety in connection with any 
such construction contracts, and the proceeds of such bonds), architectural contracts, engineering 
contracts, and general intangibles (including without limitation trademarks, trade names, and 
symbols) arising h m  or by virtue of any transactions related to the Real Property, any improvements 
thereon, 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. 

**Governmental Anthority" means any government, any court, and any agency, authority, body, 
bureau, department, or instrumentality of any government. 

"Inventory** means all goods and other tangible and intangible personal property (i) o w e d  by 
Obligor or in which Obligor has rights or an interest under any agreement, document, instrument, or 
otherwise (including, without limitation, a lease) now or hereafter fiom time to time and (ii) either 
(A) consumed or to be consumed in the business of Obligor, (B) held for d e ,  lease, or other 
disposition by Obligor, (C) sold, leased, or fiunished under contracts for service, or @) used for 
demonstration, display, executive, model, or similar uses, or to be so used. Inventory includes, 
without limitation, (i) raw materials, scrap materials and by-products, work in progress, supplies, 
components, parts, spare parts, accessories, and finished goods, (ii) the rights and interest of Obligor 
in goods or other tangiile or intangible personal property sold, leased, or Wshd under contracts of 
service, (iii) goods or other tangible or intangiile personal property sold, leased, or furnished under 
contracts of service and returned to or repossessed by Obligor, and @) all accessions and additions 
to any goods or other tangible or intangible personal property included in Inventory. 

"Lien or Encumbrance" and "Liens and Encumbrances** mean each and d of the following: (i) 
any lease or other right to use; (i) any assignment as security, conditional sale, grant in trusg 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 d i g  by agreement, document, or 
instrument, under any law, ordinance, regulation, or rule ( f d e d ,  state, or local), or otherwise; and 
(iii) any option, right of €irst reW, other right to acquire, or other interest or right. 

"Loan Agreement" means that certain Loan Agreement of even date herewitb by and between 
Obligor and Secured Party, as it may be amended, modified, extended, renewed, restated or 
supplemented from time to time. 

"Loan means the Loan Agreement, this Agreement and any and all other agreements, 
documents, and instruments h m  time to time evidencing, guarantying, securing, or otherwise 
relating to the Obligations ( i c l d i g ,  without limitation, any and all promissory notes, loan 
agreements, and guaranties), as they may be amended, modified, extended, renewed, restated, or 
supplemented h m  time to time. 

"Note" means that certain promissory note of even date herewith executed by Obligor in hvor of 
Secured Party, as it may be amended, modified, extended, mewed, restated or supplemented firom 
time to time. 
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*fObligations'* means (i) payment by Obligor of all sums due under and pursuant to the Note, the 
Loan Agreement, or any other Loan Document; (ii)performance by Obligor of all terms and 
conditions set forth in any or all of the Lmm Documents; and (iii) any and all other liabilities and 
obligations of Obligor to Secured Party existing now or in the future (except indebtedness of any 
individual for personal, =ly, or household purposes), whether for the payment of money or 
otherwise, whether absolute or contingent, whether as principal, endorser, guarantor, or otherwise, 
whether originally due to Secured Party or to a third Person and assigned or endorsed to Secured 
Party, and whether several, joint, or joint and several, all as they may be amended, modified, 
extended, renewed, restated, or supplemented from time to time. 

"Permitted Exceptions" means a Lien and Encumbrance granted by Obligor with the consent of 
secured Party. 

"Person" means a natural person, a partnership, a joint venture, an unincorporated association, a 
corporation, a limited liability company, a trust, any other legal entity, or any Governmental 
Author@. 

"Personal Property'' means 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. 

"Proceeds" means all deposits, bank accounts, fmds, instruments, notes orcha#el paper ofobligor, 
including, without limitation cash or securities deposited pursuant to leases to secure performance by 
the tenants of their obligations thereundw, and proceeds arising h m  or by virbue 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. 

"Real Property" means all real property owned by Obligor. 

"Remittance Account" means an account established with a financial institution acceptable to 
Secured Party for the benefit of Secured Party and subject to the sole dominion and control of 
secured party. 

"Requirements" means any and all obligations, other terms and conditions, requirements, and 
restrictions in effect now or in the future by which Obligor or any or all of the Collateral is bound or 
which ace otherwise applicable to any or all of the Collateral or the business or operations of Obligor 
including, without limitation, such obligations, other terms and conditions, restrictions, and 

requimnents imposed by: (i) any law, ordinance, regulation, or rule (federal, state, or local); (ii) any 
approvals and permits; (iii) any Permitted Exceptions; (iv) any insurance policies; (v) any other 
agreement, document, or instrument to which Obligor is a party or by which Obligor or any of the 
Collated is bound; or (vi) any judgment, order, or decree of my arbitrator, other private adjudicator, 
or Governmental Authority to which Obligor is a party or by which Obligor, any or all of the 
Collateral, or the business or operations of Obligor is bound. 
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"Transfer" means the Occurrence of any of the following: 

(i) Any or all of the Collateral, or any interest or right of Obligor in or to the Collateral, is 
conveyed to, or becomes vested in, any Person, other than Obligor and Secured Party, voluntarily or 
involuntarily; 

(ii) The occurrence of any event that results in any option, right of first refusal, other right to 
acquire, or any other claim, interest, or right in, to, or against, any or all of the Collateral beiig held 
by a Person other than Obligor and Secured Party, whether occurring voluntarily or involuntarily and 
whether arising by agreement, under any law, ordiuance, regulation, or rule (federal, state, or local), 
or otherwise; or 

(iii) Obligor enters into any agreement the performance of which would result in a Transfer 
under clause (i) or (ii) above+ and the consummation of such agreement is not expressly conditional 
upon the prior written consent of Secured Party in its absolute and sole discretion, 

except (A) disposition of Inventory by lease, sale, or otherwise for fair consideration in the ordinary 
course of the business of Obligor, excluding from such exception bulk sales, dispositions to one or 
more creditors, and transfers in satisfaction of indebtedness, and (B) the Permitted Exceptions. 

"Uniform Commercial Code" means the Uniform Commercial Code as in effect h m  time to time 
in the State of Arizona (currently, Arizona Revised Statutes Sections 47-1 101 through 47-9507). 

3. Obligor p t s  to Secured Party a Security Interest in the 
Collateral to secure payment and performance of the Obligations. 

4. O b  mor ReDresembttionS And Warranties Obligor represents and warrants to Secured Party 
as of the date of this Agmement: 

4.1 OwnershiD of Collateral. Obligor is the legal and beneficial owner ofthe Collateral, subject 
only to the Permitted Exceptions. There are no Liens and Encumbrances on the Collateral or 
claims thereof, except the Permitted Exceptions. There is no financing statement now filed or 
recorded covering any of tbe Collateral or in which Obligor is named or has signed as a Debtor, 
except finaucing statemeots related to the Permitted Exceptions. 

4 2  Validitv. Perfection, and Fkiorit~ of Securitv Interest The Security Interest granted in this 
Agreement (i) is legal, valid, binding, and enforceable, (ii) is a perfected security interest in all 
the Collateral, and (iii) is and shall remain prior to any security interest other than the Permitted 
Exceptions. 

4.3 Names:- -on of Collateral. Place of Business or Chief Executive Offiax and Eholcs and 
Records. Obligor conducts its business and other activities solely in the name@) set forth in 
Section 1. The Collateral, the sole place of business or the chief executive office of Obligor, and 
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all books and records of Obligor relating to the Collateral are at the lOcation(s) set forth in 
Section 1. 

5- Until any Commitment terminates in 111, and the Obligations are paid and 
performed in full, Obligor agrees that, unless Secured Party otherwise agrees in writing in Secured 
Party's absolute and sole discretion: 

5.1 Pavment and Performance of Obligations. Obligor shall pay and perform the Obligations. 
Obligor shall comply with and perform the Requirements. 

5.2 Transfer. Liens and Encumbrances: Defense of Obligor's Title and of Securitv Interest. 

5.2.1 Obligor shall not suffer to occur any Transfer. Except for Permitted Exceptions, 
Obligor shall not suffer to exist any Lien or Encumbrance on any or all of the Collateral, 
regardless of whether junior or senior to the security interest granted herein. Obligor shall 
notify Secured Party immediately of any claim of any Lien or Encumbrance on any or all of 
the Collateral. Except for financing statements relating to Permitted Exceptions, Obligor 
shall not execute or suffer to exist or to be filed or recorded any financing statement that 
covers any or all of the Collateral or in which Obligor is named or signs as Debtor. 

5.2.2 Obligor shall defend the Collated, the title and interest therein of Obligor 
represented and warranted in this Agreement, and the legality, validity, binding nature, and 
enforceability of the security interest granted berein, the perfection thereof, and the priority 
thereof against (i) any attachment, levy, or other seizure by legal process or otherwise of all 
or part of the Collatmd, (ii), except for Permitted Exceptions, any Lien or Encumbrance or 
claim thereof on any or all ofthe Collateral, (iii) any attempt to realize upon any or all of the 
Collateral under any Lien or Encumbrance other than the Permitted ExceptionS, regardless of 
whether junior or senior to the security interest herein, or (iv) any claim questioning the 
legality, validity, binding nature, emforceability, perfection, or priority of the security interest 
herein. Obligor shall notify Secured Party immediately in writing of any of the foregoing. 

5.3 Names: Books and Records. Location of Collatet.al: Place of Business or Chief Executive 
Office. Obligor shall maintain complete and accurate books and records relating to the 
Collateral. Unless Obligor obtains the prior writtem consent of S e c d  Party and takes in 
advance all actions and makes all filings and recordings necessary or appropriate to assure the 
perfection and priority of the security interest granted herein, Obligor shall not change its name, 
shall conduct its business and other activities solely in the name@, trade name@), and fictitious 
name@) in Section 1, and shall not move the Collateral, its sole place of business or chief 
executive office, or its books and records relating tothe Collateral hm the location(s) in Section 
1. Anything in this section 53 to the contrary notwithstanding, Obligor may move the Inventory 
between any of such locations and between any of such locations and any location at which 
services are rendered to Customers or where the Inventory is delivered to Customers. 

5.4 Insuection. Secured Party and such persons as Secured Party may designate shall have the 
right, at any reasonable time tiom time to time, (i) to enter upon the premises at which any of the 
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Collateral or any of the books and records relating to the Collateral is located, (ii) to inspect the 
Collateral, (iii) to make extracts and copies fhm Obligor's books and records relating to the 
Collateral, and (iv) to veritj. under reawnable procedures determined by Secured Party the 
amount, condition, quality, quantity, status, validity, and value of, or any other matter relating to, 
the Collateral (includmg, without limitation, in the case of Accounts or Collateral in the 
possession of a third Person by contacting the obligors of the Accounts or the third Persons 
possessing such Collated for the purpose of making such verification). Obligor shall provide 
access to such prem'kes. Secured Party shall have the absolute right to shsre any information it 
gains h m  any such inspection or verification with any other Person holdmg an interest or a 
participation in any of the Obligations. 

5.5 Further Assurances. Obligor shall promptly execute, acknowledge, deliver, and cause to be 
duly filed and recorded all such additional agreements, documents, and instruments (including, 
without limitation, h c i n g  statements) and take all such other actions as Secured Party may 
reasonably request h m  time to time to better assure, perfect, preserve, and protect the security 
interest granted herein, the priority them& and the rights and remedies of Secured Party 
hereunder. Ifany amount payable under or in c o d o n  with any Receivable shall be evidenced 
by any Instrument or any of the Inventory by a Document, such Document or Instrument shall be 
immediately pledged and delivered to the Secuted Party, duly endorsed in a manner satisfactory 
to the Secured Party. 

5.6 Maintenance of Inventory. Obligor shall keep the Laventory in good and lessable, saleable, 
and usable condition and shall store the Inventory properly to protect it fbm damage, 
destruction, and deterioration. Obligor shall not misuse or conceal the Inventory nor take any 
action or fail to take any action with respect to Inventory that might affect any insurance 
coverage. Unless Secured Party approves in advance in writing, Obligor shall not use any 
Inventory for demonstration, exmulive, or any similar purpose, other than reasonable and 
customary quality control tests and inspections. Obligor shall pay promptly when due all 
liabilities and obligations incurred to a q h  or lease Inventory or otherwise relating to 
Inventory. 

5.7 Insurance. The risk of loss of, damage to, or destruction of the Collated at all times shall be 
on Obligor. At its expense, Obligor will maintain insurance in form and amounts, and With 
companies, in all respects satisfktory to Secured Party, covering all of the insuable Collateral 
on an all-risk basis at full replacement value. Obligor shall deliver to Secured Party the original, 
or a certified copy, of each policy of insurance and evidence of payment of all premiums therefor 
within thirty (30) days of the date hereof. Such policies of insurance shall confain an 
endorsement or an independent instrument furnished to Secured Party, providing that such 
insurance company will give Secured Party at least 30 days prior written notice before any such 
policy or policies of insurance shall be altered or canceled. Obligor hereby agrees to apply all 
insurance proceeds received under the Insurance Policy to remedy the loss c o v e d  thereby 
(including reimbursing Obligor for b d s  expended to remedy such loss), to satisfy the 
indebtedness evidenced by the Note, or as otherwise consented to by Secured Party. 
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5.8 Taxes. Obligor shall promptly pay when due any and all property, excise, and other taxes 
and all assessments, duties, and other charges levied or imposed on any or all ofthe Collateral or 
imposed on Obligor in respect of any or all of the Collatead, this Agreement, or the security 
interest granted herein. Obligor shall also pay when due any and all lawfid claims for labor, 
materials, and supplies, that, if unpaid, might become a Lien or Encumbrance on any or all of the 
Collateral. 

5.9 Special Covenants Regarding Collateral. 

5.9.1 Use of Inventow. Until an Event of Default, Obligor may possess, process, use, and 
consume in the manufacture or processing of finished goods, and lease, sell, or otherwise 
dispose of for fiiir consideration the Inventory, all in the ordinary course of Obligor's 
business, excluding, however, any bulk sale, any disposition to one or more creditors, and 
any transfer in satishction of indebtedness. 

5.92 Proax& of Inventow and Accounts and Notification to Accounts Obligors. Upon the 
occurrence of an Event of Default, to the extent applicable, (i) Obligor will notify the 
obligors of Accounts to make payments of any or all Accounts directly into a Remittance 
Account established in h o r  of Secuted Party, and (ii) Obligor shall on the day of receipt by 
Obligor of any Accounts or any proceeds of Inventory or Accounts, transmit the same to 
Securwl Party in the form received by Obligor. Obligor agrees to account to Secured Party 
for all Accounts and all proceeds of Inventory and Accounts and, pending transmittal of any 
proceeds to Secured Party, to hold the same in the form received separate and apart fiom, and 
not commingled With, any other property of Obligor and in trust for Secured Party. Amounts 
in the Remittance Account and any cash proceeds received by Secured Party will be applied 
periodically by S e c u r e d  Party to payment of such of the Obligations, whether or not then due, 
determined by Secured Party in its absolute and sole discretion. 

5.10 No Obligations and Limit of Liability of Secured Party. Secured Party does not assume 
and shall have no liability or obligation for any liabilities or obligations ofobligor relating to 
the Collateral. Secured Party shall have no obligation to notify Obligor with respect to the 
payment or performance or non-payment or non-pxfonnance of any third Person obligations 
included in the Collateral (including, without limitation, payment or non-payment of any 
Accounts) or to enforce the payment or prfixmmce by any third Person of obligations 
included in the Collateral (including, without limitation, payment of the Accounts). In 
exercising its rights and remedies in the Loan Documents and its other rights and remedies 
and in perfoming any obligations to Obligor, Secured Party and its stockholders, dimtors, 
officers, employees, agents, and representatives shall have no liability or responsibility 
whatsoever (including, without limitation, any liability or obligation for any injury to the 
assets, business, operations, or prom of Obligor), other than for its gross negligence or 
willful misconduct. No action taken or omitted to be taken by the Secured Party With respect 
to all or part of the Collated shall give rise to any claim, counterclaim, defense, or ofk% in 
favor of Obligor against Secured Party (except for claims for gross negligence or willful 
misconduct by Secured Party). 
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5.1 1 Costs and Etx~enses of Performance of Obligor's Covenants. Obligor will perform all 
its obligations under this Agreement at its sole cost and expense. 

5.12 Actions bv Secured Partv: Power of Attorney. 

5.12.1 If Obligor fails to pay or perform any of the Obligations under this Agreement, 
Secured Party in its absolute and sole discretion, without obligation so to do, without 
releasing Obligor h m  such Obligations, and without notice to or demand upon Obligor, 
may pay or perform the same in such manner and to such extent as Secured Party 
determines necessary or appropriate in its absolute and sole discretion. 

5.12.2 Without limithg thegeneral powers, whether conferred herein, in another Loan 
Document, or by law, upon an Event of Default or in exercising its rights under Section 
5.12.1, Secured Party shall have the right but not the obligation to do any or all of the 
following h m  time to time, to the extent applicable: (i) to enter upon any premises 
where any of the Collateral or the books and records relating to the Collateral are located 
and take possession of the Collateral; (ii) to maintain, preserve, protect, repair, restore, 
assign, lease, pledge, sell, and otherwise dispose of and deal with the Collateral; (iii) to 
make additions, alterations, and improvements to the Collated to keep the Collateral in 
good condition and (iv) to enforce the rights and remedies of Obligor with respect 
to the Collateral; (v) to perform or cause compliance with the Requirements; (vi) to 
adjust, compromise, defend, deposit a bond or give security in connection with, 
dischsrge, enforce, make demands related to, pay or otherwise obtain the discharge or 
release, prosecute, release, d e ,  terminate, or waive any claim or legal proceeding 
relating to any or all of the Collateral (including, without limitation, claims under 
insuranw policies and claims against Obligor or the Collateral that Secured Party 
believes to be valid, regardless of whether actually valid); (6) to send verijjcations to 
obligors of Accounts and issuers of Documents evidencing or representing Collateral; 
(viii) to notify obligors of Accounts to make payments directly to Secured Party; (ix) to 
execute, deliver, file, record, amend, modify, extend, renew, restate, supplement, and 
terminate agreements, documents, and instruments included in or relating to the 
Collateral (icludig, without limitation, invoices, bills of lading, and Documents); (x) to 
receive, endorse, and collect Accounts (including, without l i ta t ion,  checks, 
Instruments, and other orders for the payment of money made payable to Obligor or 
representing any Collateral), and to give receipts and full or partial discharge for the 
same; (xi) to obtain, realize upon, and release guaranties and security for obligations of 
third Persons included in the Collateral (icluding, without limitation, the Accounts); 
(xii)toobtainanyinsurancerequitedlmderthisAgreement,topaythepremiumsforsuch 
required insurance, to file, prosecute, compromise, and settle proofs of claim under such 
insurance, and to receive insurance proceeds payable to Secured Party alone; (xiii) to 
commence, appear and participate in, prosecute, 4 terminate any legal proceeding 
relating to (A) the Collateral, (B) the security interest granted herein, (C) the perfection 
or priority of such security internst, or @) the rights or remedies of Secured Party under 
the L o a  Documents or the law; (xiv) to Compromise, contest, deposit a bond or give 
security in connection with, discharge, pay, purchase, or settle any Lien or Encumbrance 
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(including, without limitation, any Permitted Exception), whether senior or junior to the 
security interest granted herein, (xv) to do all other acts and things that Secured Party 
may, in its absolute and sole discretion, determine to be necessary or appropriate to carry 
out the purpose of the Loan Documents, as fblly and completely as if Secured Party were 
the absolute owner of the Collateral, and (xvi) to pay fhm Secured Party’s own funds or 
thm proceeds of advances of any unadvanced portion of any Commitment, which 
advances Obligor hereby authorizes Secured Party to make for account of Obligor, all 
related costs, expenses, and fees (including, without limitation, attorneys’ fees and costs 
of legal proceedings) incurred by Secured Party, which costs, expenses, and b, if paid 
from Secured Party‘s funds, Obligor agms to pay to Secured Party upon demand together 
with interest thereon at the Default Rate from the date incurred until paid in full. All 
costs, expenses, and fees i n c d  by Secured Party shall be prima facie evidence of the 
necessity therefor and the reasonableness thereof. Nothing in this Agreement shall be 
comtmed as requiring or obligating Secured Party to make any inquiry as to the nature or 
sufficiency of any payment received by Secured Party, to present or file any claim or 
notice, or to take any other action with respect to the Collateral. 

5.12.3 Obligor hereby appoints Secured Party as Obligor‘s attorney-in-act for the 
purpose of carrying out tbe provisions of this Agreement (including, without limitation, 
the obligations of Obligor). This appointment is coupled with an interest and is 
irrevocable. Without limiting the generalityofthe foregoing, Secured Party shall have the 
power as attorney-in-W to do the things described in Section 5.12.2 as and when 
provided in such section. 

5.12.4 Nothiig in this Agreement shall relieve Obligor of any of its obligations under 
any Loan Document or under any other agreement, document, or instnunent or in any 
way limit the rights or remedies of Secured Party. 

6. Events Of Default. Each of the following shall be an event of default (“Event of Dehult”): 

6.1 Attachment, garnishment, levy of execution, or seizure by legal process of any or dl of the 
Collateral. 

6.2 Any legal proceeding or other action against or afiiecting any or all of the Collateral is 
commenced (including without limitation, any prejudgment attachment or garnishment) and is 
not quashed, stayed, or released within thirty (30) days. 

6.3 Giving of notice of a sale under the Uniform Commercial Code or any other action by any 
Person, other than Secured Party, to realize upon any of the Collateral under any Lien or 
Encumbrance, regardless of whether such Lien or Encumbntnce is a Permitted Exception and 
regardless of whether junior or senior to the security intenst p t e d  herein. 

6.4 Any Transfer occurs. 
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6.5Any Lien or Encumbrance on any or all of the Collateral, other than the Permitted 
Exceptions, is created or exists, whether junior or senior to the security interest herein. 

6.6 Any or all of the Collateral is lost, stolen, suffers substantial damage or destruction, or 
declines materially in value. 

6.7 Obligor abandons any or all of the Collateral. 

6.8 The occurrence of a default or any event or condition that with notice, passage of the, or 
both would be a default in respect of any Permitted Exception. 

6.9 The occurrence of a default or condition or event designated as a defkult, an event of default, 
or an Event of Default in any other Loan Document or in any agreement, document, or 
instnunent relating to any other indebtedness of Obligor to Secured Party. 

7. Riebts And Remedies Of Secuwd Partv. Upon occurrence of an Event of Default, Secured 
Party may, at its option, in its absolute and sole disctetion and without demand or notice, do any or 
all of the following: 

7.1 Acceleration of Oblieations. Declare any or all ofthe Obligationstobe immediately due and 
payable, whereupon such Obligations shall be immediately due and payable within 30 days. 

7.2 &. Either in person or by agent, with or 
without bringing any action or legal proceeding, without regard to the adequacy of its security, or 
by means of a court appointed receiver, enter upon any premises in which the Collated or the 
books and records relating to the Collateral are located and take sole and exclusive possession of 
all or any part of the Collatedl, and take any or all of the actions described in Section 5.122 In 
the event Secured Party demands, or attempts to take possession of the Collateral in the exercise 
of the rights under this Agreement, Obligor shall promptly turn over and deliver possession of 
the Collated to Secured Party. Secured Party may enter upon any premises upon which any of 
the Collateral or any books and records dating to the Collateral are located in order to exercise 
Secured Party's right to take possession of the Collateral and may remove the Collateral b m  
such premises or render the Collateral unusable. 

7.3 Redevin. As a matter of right and without notice to Obligor or anyone claiming under 
Obligor, secured Party shall be entitled to orders of replevin by a court of any or all Collateral 
h m  time to time. 

7.4 Other Ri&b and Remedies. Exercise any and all other rights and remedies of Secured Party. 
In this regard, Secured Party may, among any other rights and remedies, sell all or any part of the 
Col la td  at public or private sale for cash, upon e d i t ,  in exchange for other property, or for 
fi~ture delivery 8s Secured Party shall deem appropriate. As to sale or other disposition of the 
Collataal, except as to any of the Collateral that is perishable, threatens to decline speedily in 
value, or is of a trpe customarily sold on a recognized market as to which no notice shall be 
required, Secured Party will give Obligor reasonable notice ofthe time and place of any public 
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sale or of the time after which any private sale or any other intended disposition is to be made. 
Obligor agrees that any such notice shall be sufficient if given at least ten (1 0) days prior to such 
sale or other disposition. Secured Party may be a purchaser at any sale. Secured Party may pay 
the putchase price at any sale by crediting the amount of the purchase price against the 
obligations. 

8. ADDlicatioa Of Proceeds. AI1 Collateral and all proceeds of Collateral received by Secured 
Party, before or after an Event of Default, will be applied by Secured Party to the Obligations, 
whether or not due, in such order as Secured Party shall determine in its absolute and sole discretion, 
subject to any requirements of law. Any Collateral and any balance of such proceeds remainiig after 
payment of the Obligations in full will be paid to Obligor, its successors or assigns, or as the law or a 
court of competent jurisdiction may direct, Any proceeds of Collateral in the form of a check shall be 
credited against the Obligations only upon the expiration of such period of time after receipt thereof 
by Secured Party as Secured Party determines is reasonably sufficient to allow for clearance or 
payment thereof. Any other proceeds of Collateral will be credited against the Obligations only upon 
conversion into cash and receipt of such cash by Secured Party. Each such credit shall, however, be 
conditional upon final payment to Secured Party of the item giving rise to such credit. 

9. Provisions In Other Loan Documents Govern This Asreement. This Agreement is subject to 
certain terms and provisions in the other Loan Documents, to which reference is made for a 
statement of such terms and provisions. 

10. Countemarts. This Agreement may be executed in counterparts, all of which executed 

counterparts and attached to a single copy of this Agreement to form physically one document. 
*I counterparts shall together constitute a single document. Signature pages may be detached fiom the 

Dated as of the date first above stated. 

September 21,2012 

By: 

Name: Jenni Wicks 
Title: Manager 
"Obligor" 
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Attachment A 

Legal Description of Collateral Location 

1. (250,000 gallon tank located on easement within Apache County) 
#20 1-57-06 LakaviewRenChUnit#l Lot61 

2. (USOOgallonEanlrIo&tedm easement withinApecheCountypanx1) 
#201-o9-O08H: COM NW COR OF SEC 29 Tl2N R26E ES, SLY 53 1.63, ALDNG A CURVE 

19727, SELY 4725, S 541.76, TO POB E 190156, SWLY 10, SELY 
800,COM NW COR OF SEC 29 Tl2N R26E E, SLY 53 1.63, ALONG A 
CURVE 19727, SELY 4725, S 541.76, TO PO6 E 1901.56, SWLY 10, SELY 
8000, WLY 1937.48, NLY 1191.36, CONTIN N 1349.91, TO POB. 

3. #201-30-122: Conch0 Valley Unit #4 Tr A 
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