
October~, 2016 

VIA ELECTRONIC FILING 

Public Utility Commission of Oregon 
201 High Street SE, Suite 100 
Salem, OR 97301-1166 

Attn: Filing Center 

RE: UP_ Oregon Resorts, LLC's Application for Approval of the Sale of Running Y 
Water, LLC to South West Water Company. 

Oregon Resorts, LLC encloses for filing its Application for Approval of a Proposed Property Sale. 

Oregon Resorts, LLC respectfully requests that all data requests regarding this matter be addressed 
to: 

Seller 

By e-mail (preferred): mt@nvhg.com wrolfe@water-law.com 
and 
curt@nvoregonresorts.com 

By regular mail: Matthew Trevenen Wyatt Rolfe 
Partner, Northview Hotel Group Of Counsel, Schroeder Law Offices, P.C. 
36 Narrow Rocks Rd. 1915 NE Cesar E. Chavez Blvd. 
Westport, CT 06880 Portland, OR 97212 

And 

Curt Heimuller 
Northview Community Services 
8300 Coopers Hawk Dr. 
Redmond, OR 97756 

Buyer 

l By e-mail (preferred): l bbahr@swwc.com l irion@sanger-law.com 

By regular mail: BrianBahr Irion Sanger 
Director, Regulatory Affairs Sanger Law PC 
South West Water Company 1117 SE 53rd Ave 
1325 N. Grand Covina, Suite 100 Portland, OR 97215 
Covina, CA 91724-4044 



Please direct informal inquiries with respect to this filing to Matt Trevenen (Seller) at (203) 654-7004 
or Brian Bahr (Buyer) at (626) 543-2552. 

Sincerely, 

Mathew Trevenen 
Partner, Northview Hotel Group 

Enclosure 



BEFORE THE PUBLIC UTILITY COMMISSION 
OF OREGON 

In the Matter of 
Oregon Resorts, LLC 

UP 

Application for approval of the Sale of Running Y Water, LLC. 

Under ORS 757.480(1)(a) and in accordance with OAR 860-036-0710, Oregon Resorts, LLC 
(Oregon Resorts or Seller) seeks approval from the Public Utility Commission of Oregon 
(Commission) of the proposed property sale between Oregon Resorts and South West Water 
Company (South West or Buyer) for all assets owned by Running Y Water, LLC (Running Y), as 
contemplated in the Asset Purchase Agreement (APA). 

Under the AP A, South West intends to acquire from Oregon Resorts the assets of certain 
regulated and unregulated water and wastewater systems in Oregon. The assets of the following 
systems are to be acquired: 

Rate-re@lated entities Unre@lated entities 
Cline Butte Water, LLC Cline Butte Environmental, LLC 
Running Y Water, LLC Running Y Environmental, LLC 

I. BACKGROUND 

Northview Hotel Group (NVHG) is an owner/operator of hotels and resorts that was formed to 
make opportunistic hotel investments in the U.S. The company provides hotel management, asset 
management and construction management services for owners and co-investors. Oregon Resorts 
is an affiliate of NVHG that owns and manages two resorts in the State of Oregon, including 
Eagle Crest Resort and Brasada Ranch. An affiliate ofNVHG is the former owner of Running Y 
Ranch Resort, located in Klamath Falls. 

Running Y is a wholly-owned subsidiary of Oregon Resorts that provides water services to 
approximately 600 customers (residential, commercial, non-golf irrigation, and golf irrigation) 
located in Running Y Ranch Resort. Running Y's sister company, Running Y Environmental, 
LLC, provides wastewater services to the same customers. Per ORS 757.061(3)(a), the 
Commission regulates Running Y, but not Running Y Environmental, LLC. 

Running Y's most recent general rate case was filed in 2008, at which time the Commission 
approved arate of return of3.736% on arate base of$4,067,337. (Docket No. UW 132, Order 
No. 09-094) Running Y's 2015 annual affiliated interest report is docketed with the Commission 
as RW 37 (4). Running Y currently has affiliated interest agreements with Running Y 
Development, LLC; NVHG OR Hotel Operator, LLC; and Oregon Resorts Acquisition Partners, 
LP. These affiliated interests will be replaced by affiliated interest agreements with South West 
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and Suburban Water Systems (Suburban), applications for which will be filed in accordance with 
ORS 757.015 and 757.495 

On September 27, 2016, the Buyer and Seller signed the APA, with the effective date of the 
transaction being not less than 60 days after the signing date, subject to approval from the 
Commission. The transaction is a privately-negotiated, non-auction sale between the Buyer and 
Seller. The aggregate consideration for the purchase of Cline Butte Water, LLC, Cline Butte 
Environmental, LLC, Running Y, and Running Y Environmental, LLC is $ . The 
preliminary purchase price allocation to Running Y's water system is $ 
purchase price allocation will be finalized per section 3. l .c of the AP A. 

With this application, Oregon Resorts is requesting authorization of the AP A and the ownership 
transfer of the assets of Running Y from Oregon Resorts to South West. 

South West is based in Covina, California and is an investor-owned utility. South West is focused 
on ownership and operation of regulated water and wastewater systems. It currently serves over 
half a million residential and business customers with approximately 138,000 active connections 
in five states: Alabama, California, Oklahoma, South Carolina, and Texas. South West has been 
in the water and wastewater business since the early 1900s. Throughout its history, South West 
has provided high quality customer service, community citizenship, and environmental 
stewardship. 

South West is owned by an open-ended, perpetual life investment fund with a long-term "hold" 
investment strategy. The investment strategy of the fund places emphasis on mature entities and 
low volatility. Its investors, which include pension funds and other entities looking for stable, 
long-term investments, share this long-term "hold" investment philosophy. 

South West has a long history of effectively owning and operating water systems and has annual 
revenues of$ and a net book value in excess of$-, thereby positioning 
South West to effect successful ownership, provide the customers of Running Y with excellent 
customer service, and make the necessary investments to ensure safe, clean and reliable water 
and wastewater services to the current residents and future generations. 

II. INFORMATION PURSUANT TO OAR 860-036-0710 

A. Name and Address 
The Buyer's exact name and address of its principal business office are: 

South West Water Company 
1325 N. Grand Suite 100 
Covina, CA 91724-4044 
(626) 543-2500 
www.southwestwatercompany.com 
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B. Communications and notices 
All notices and communications with respect to this application should be addressed to: 

Seller 
By e-mail (preferred): mt@nvhg.com wro lfe@water-law.com 

and 
curt@nvoreiwnresorts.com 

By regular mail: Matthew Trevenen Wyatt Rolfe 
Partner, Northview Hotel Group Of Counsel, Schroeder Law Offices, P.C. 
36 Narrow Rocks Rd. 1915 NE Cesar E. Chavez Blvd. 
Westport, CT 06880 Portland, OR 97212 

And 

Curt Heimuller 
Northview Community Services 
8300 Coopers Hawk Dr. 
Redmond, OR 97756 

Bu er 
By e-mail (preferred): bbahr swwc.com 

By regular mail: BrianBahr Irion Sanger 
Director, Regulatory Affairs Sanger Law PC 
South West Water Company 1117 SE 53rd Ave 
1325 N. Grand Covina, Suite 100 Portland, OR 97215 
Covina, CA 91724-4044 

C. Asset Purchase Agreement 
Please refer to Confidential Exhibit A for a copy of the AP A agreed to on September 2 7, 

2016, between the Seller and Buyer. 

D. Description of utility property affected by this transaction 
Running Y provides water and wastewater services to approximately 600 customers 

(residential, commercial, non-golf irrigation, and golf irrigation). In 2015, the company's water 
sales were just under $0.5 million, of which $285,872 was from metered residential sales. 
Running Y also recorded commercial sales in 2015 in the amount of $60,478. Revenues received 
from irrigation customers were $55,393, and golf course revenues were $69,648. Running Y 
currently does not have any long-term debt or notes payable. 

Running Y's net book value is $8,705,818 (see Exhibit D). This amount includes assets that were 
considered "excess capacity" in Running Y's last general rate case. Running Y's last general rate 
case was filed on November 12, 2008, and approved by the Commission on March 20, 2009 by 
Order No. 09-094. Plant categorized as excess capacity is placed into service as customer growth 
continues. 
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Property affected by the sale will include all assets, real or personal, owned or titled in the name 
of Running Y and utilized in the provision of water to its customers. There are three deep-water 
wells at Running Y, although only two are in production as one well was impacted by 
performance. There is one stcirage reservoir at Running Y which also houses a booster station on 
the same land parcel. Running Y Water services approximately 600 home sites, a hotel, and an 
18-hole golf course situated on 3,600 acres. The Ridge Water community has approximately 16 
completed homes in an amenitized community that is planned for over 650 home sites. It has one 
deep-water well, one storage reservoir, and one booster station that services the property. A 
listing of Running Y assets included in the sale is included as Section 2.1 of the Sellers' 
Disclosure Schedule, included with the AP A as Confidential Exhibit A. 

Additional detailed information regarding Running Y can be obtained from the following 
sources: 

• Order in Running Y's last general rate case - Order No. 09-094 
• Running Y's most recent annual affiliated interest report - Docket No. R W 26 ( 4) 
• Running Y's most recent annual report of operations - Docket No. RW 37 ( 4) 

E. Consideration 
The price of the property being acted upon is $-, payable as set forth in the AP A 

attached to the application as Exhibit A. This amount is the total sale price for Running Y and 
Running Y Environmental, LLC, as well as Cline Butte Water, LLC and Cline Butte 
Environmental, LLC. Per section 3 .1.c of the AP A, the sale price will be allocated amongst the 
purchased systems within 60 days of closing; however, the preliminary purchase price allocation 
to Running Y's water system is $-. 
F. Reasons Seller desires to sell property 

As discussed in the Background section ofthis application, the Seller is engaged primarily in 
the ownership and management of hotels and resort properties. Managing and operating utilities 
is not part of the Seller's core business. Oregon Resorts desires to sell the utility property in 
order to divest itself of operations that are not primary aspects of its core business. The Seller 
was able to identify a buyer in South West that has extensive experience successfully managing 
and operating water utilities throughout the country and will continue to provide safe, reliable, 
high-quality service at reasonable rates to customers. The transaction is a privately negotiated, 
non-auction sale between the Seller and Buyer, and no other entities were a party to the 
transaction. 

G. Effects of transaction on customers 
This transaction will not cause harm to the public as customers will not be materially affected 

by this transaction. South West is committed to providing safe, reliable, high-quality service at 
reasonable rates. 

The day-to-day operations of Running Y will be managed locally by current employees. General 
management, accounting, human resources, and customer service support will be provided to 
Running Y by Suburban, the largest subsidiary of South West. Suburban' s main office is located 
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in southern California, making it geographically situated to be best able to accommodate the 
general management and customer service functions for Running Y. 

Running Y will also be supported by South West's corporate functions, which are: 

• executive management; 
• legal; 
• human resources; 
• facilities; 
• finance; 
• information technology; and 
• regulatory affairs. 

H. Benefits to customers 
Customers of Running Y will immediately begin to see benefits of this transaction as it will be 

owned and managed by South West, a company dedicated to providing such services and 
bringing with it a wealth of experience and knowledge to provide water effectively and 
efficiently. As stated on its website: 

Our Mission: SouthWest Water Company takes pride in stewardship of 
valuable water resources. We provide safe and reliable water, wastewater 
services and resource management for homes, businesses and 
communities nationwide. 

South West earnestly approaches its mission through a commitment to excellence in the 
following areas: 

• Job Safety 
• Stewardship of the Environment 
• Customer Care 
• Employee Success 
• Community Citizenship 

Generally, customers of South West benefit through its dedication to being responsible stewards 
of water resources, maintaining positive relationships with customers through exceptional 
customer service, and participating in events and activities to strengthen and better the 
communities in which it serves. South West is committed to providing its customers with 
dependable, high-quality water that meets all federal and state health and safety standards. 

South West has extensive experience in all facets of water system operation including: 

• Ensuring safe water quality to customers 
• Providing excellent customer service 
• Designing and constructing infrastructure improvements and replacement 
• Maintaining and operating reliable water systems 
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• Partnering with local agencies to help serve their residents 
• Managing a financially sound utility 

South West's primary responsibility is to ensure that all water produced, stored, and distributed to 
customers is safe and exceeds all regulations. South West's professional operators have years of 
experience operating a range of complex water systems with various types of water sources. Our 
technicians monitor the system and ensure compliance and timely filing of regulatory permits, 
annual reports and the Consumer Confidence Report (CCR). They are also integral to our service 
mindset by taking calls and visiting customers to discuss any concerns they have with water 
quality. 

To minimize the cost to customers and ensure long-term viability, South West leverages a 
number of technologies to improve efficiency and streamline its business processes. South West's 
Enterprise Resource Planning (ERP) system integrates all of the company's Information 
Technology Systems and uses Mobile Data Terminals to connect field operations personnel with 
the ERP system while they are working in the field to ensure timely delivery of information to 
our customers. 

South West also provides its customers with courteous and responsive customer service. One of 
the primary benefits customers will enjoy from South West's ownership will be in having access 
to a dedicated call center. In each month of2016, Suburban's call center has exceeded California 
Public Utilities Commission customer service key performance measure of 80 percent of 
customer calls answered within 30 seconds. The call center is staffed by knowledgeable, friendly 
employees well-equipped to interact with customers to answer questions, provide information, 
and resolve issues when appropriate. 

Paperless billing and the ability to make payments online using bank cards is a convenience 
many customers value greatly. Customers of Running Y will benefit from access to paperless 
billing and online payment options provided through ownership by South West. In addition, 
customers will have access to information provided on South West's website, including history of 
the company, contact information, rates and tariffs, conservation information, job opportunities, 
and other helpful information. 

I. Financial and operational ability of South West to acquire Running Y 
South West has a BBB rating with Standard & Poor's rating agency with positive outlook. 

South West has access to capital to finance the current operations and future capital expenditure 
requirements. 

Please refer to Confidential Exhibit B for South West's June 30, 2016 quarterly financial 
statements. 

In addition to the Company's financial viability to acquire Running Y, South West is also 
advantageously equipped to acquire the water systems from an operations standpoint. Suburban, 
which will provide general management to Running Y, has a strong executive leadership team 
with years of experience of operating regulated water utilities and impressive levels of industry 
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expertise and experience, including certifications in relevant professional fields such as 
engineering, water treatment, and water distribution. 

J. Grants of Easement and water rights transferred with sale 
Please see Exhibit C for copies of all grants of easements and water rights to be transferred 

with the purchase and sale of Running Y. 

III. LIST OF EXIDBITS 

Exhibit A-Asset Purchase Agreement (CONFIDENTIAL) 
Exhibit B-June 30, 2016 South West quarterly fmancial statements (CONFIDENTIAL) 
Exhibit C-Easements and water rights transferred with transaction 
Exhibit D-Calculation of net book value 
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IV. PRAYERFORRELIEF 

Oregon Resorts respectfully requests this application be addressed by the Commission on or 
before December 20, 2016, and a Commission order (1) approving the AP A and fmding the 
proposed property sale will not harm customers and is consistent with the public interest; and (2) 
granting other such relief as the Commission deems necessary and proper. 

Respectfully submitted this?.\ day of October, 2016. 

0 -, 
State of ~r:z 
County of .JC 

Simon Hallgarten 

(Name of Party signing above) 

) SS. 

Authorized Signatory 
being first duly sworn, deposes and says he/she is (Title) ____________ of 

(Name of Utility) :t.)JOO~~ ~ wrA.~/ Lc...c._ 'the applicant in the foregoing 
application, that he/she has read said application, including all exhibits thereto, knows the contents 

thereof, and the same are true to the best of his/her knowledge and belief. 

(Notarial Seal). 
Calherine.Smerigilo 

NiaryPUblic-C~.,n 
M)'commissionexpires~20 ti) 
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Exhibit A 
Asset Purchase Agreement 

CONFIDENTIAL 

Parts of this Exhibit are confidential and are provided under separate cover. 
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ASSET PURCHASE AGREEMENT 

among 

CLINE BUTTE WATER, LLC, 

CLINE BUTTE ENVIRONMENTAL, LLC, 

RUNNING Y WATER, LLC, and 

RUNNING Y ENVIRONMENTAL, LLC, 

as Sellers, 

OREGON RESORTS, LLC, 

as Parent, 

and 

SOUTHWEST WATER COMP ANY, 

as Purchaser 

Dated as of September 27, 2016 

EXECUTION VERSION 
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ASSET PURCHASE AGREEMENT 

This Asset Purchase Agreement (this "Agreement'') is made and entered into as of September 
27, 2016 among Cline Butte Water, LLC, a Delaware limited liability company ("CBW'), Cline Butte 
Environmental, LLC, a Delaware limited liability company ("CBE", and together with CBW, "Cline 
Butte"), Running Y Water, LLC, a Delaware limited liability company ("RYW'), and Running Y 
Environmental, LLC, a Delaware limited liability company ("RYE", and together with RYW, the "RY 
Utilities", and the RY Utilities collectively with Cline Butte, the "Sellers") and Oregon Resorts, LLC, a 
Delaware limited liability company ("Parent"), on the one hand, and SouthWest Water Company, a 
Delaware corporation (the "Purchaser"), on the other hand. Each of CBW, CBE, RYW, RYE, Parent 
and the Purchaser may be referred to in this Agreement as a "Party", and collectively as the "Parties". 
Certain capitalized terms in this Agreement have the meanings ascribed thereto in Article I. 

RECITALS 

A. The Sellers desire to sell, and the Purchaser desires to purchase, substantially all of the 
assets of the Sellers that are used and held for use for the purposes of providing water utility and 
wastewater services within the Sellers' respective service areas (the "Purchase") upon the terms and 
subject to the conditions set forth herein. 

B. The Sellers and the Purchaser desire to make certain representations, warranties, 
covenants and other agreements in connection with the Purchase and the transactions contemplated 
herein. 

AGREEMENT 

NOW THEREFORE, in consideration of the mutual agreements and respective representations, 
warranties and covenants set forth herein and for other good and valuable consideration, the receipt and 
sufficiency of which is hereby acknowledged, the parties agree as follows: 

ARTICLE I-DEFINITIONS 

1.1 Certain Defined Terms 

Unless the context requires otherwise, the following terms have the respective meanings 
specified below (such meanings to be equally applicable to the singular and plural forms of the terms 
defined): 

"Affiliate" means, with respect to a specified Person, any other Person who directly or indirectly, 
through one or more intermediaries, Controls, is Controlled by or is under common Control with the 
specified Person. 

"Agreement' is defined in the introductory paragraph. 

"Applicable Survival Period'' is defined in Section 8.l(d). 

"Arbitrator" means an independent accounting firm of national or regional standing experienced 
in working capital disputes, mutually selected by the Purchaser and the Parent, other than any firm which 
performs, or within the past two (2) years has performed, audits or financial statement reviews or 
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financial statement compilations for Parent, any Seller, the Purchaser, or any of their respective 
Affiliates. 

"Assets" is defined in Section 2.1. 

"Assignment and Assumption Agreement" is defined in Section 2.8.1. 

''Assignment of Intellectual Property" is defined in Section 2.8.1. 

"Assumed Contracts" means any Contract arising from or related to the Businesses or the Assets 
to which a Seller is a party, under which a Seller may have any rights or by which a Seller, the 
Businesses or any of the Assets is bound, and all bids, quotations and proposals therefor, including those 
set forth in Section 1.1 (a) of the Sellers' Disclosure Schedule, provided, however, that unless otherwise 
agreed by Purchaser in writing, the Assumed Contracts shall not be deemed to include any Contract or 
series ofrelated contracts not set forth in Section 1.l(a) of the Sellers' Disclosure Schedule to the extent 
such Contract or series ofrelated contracts involves annual expenditures in excess of $37,500. 

"Assumed Liabilities" is defined in Section 2.3. 

"Balance Sheet' is defined in Section 4.7. 

"Benefit Arrangement" means any employment, consulting, severance or other similar contract, 
arrangement or policy and each plan, arrangement (written or oral), program, agreement or commitment 
providing for insurance coverage (including any self-insured arrangements), workers' compensation, 
disability benefits, supplemental unemployment benefits, vacation benefits, retirement benefits, life, 
health, disability or accident benefits (including any "voluntary employees' beneficiary association" as 
defined in Section 50l(c)(9) of the Code providing for the same or other benefits) or for deferred 
compensation, profit-sharing bonuses, stock options, stock appreciation rights, stock purchases or other 
forms of incentive compensation or post-retirement insurance, compensation or benefits that (i) is not a 
Welfare Plan, Pension Plan or Multiemployer Plan; (ii) is entered into, maintained, contributed to or 
required to be contributed to, as the case may be, by a Seller or any of its BRISA Affiliates; and (iii) 
covers any Business Employee. 

"Bill of Sale" is defined in Section 2.8.1. 

"Businesses" means the water and sewage utility businesses of the Sellers as such businesses are 
conducted by the Sellers on the date of this Agreement. 

"Business Day" means any day that is not a Saturday, a Sunday or any other day on which banks 
generally are required or authorized to be closed in the State of Oregon. 

"Business Employee" is defined in Section 7.7(a). 

"Business Group Employee" is defined in Section 7.12(b). 

"Business Records" mean all books, records, ledgers and files or other similar information of the 
Sellers (in any form or medium) related to, used or held for use in connection with the Businesses, 
including all client lists, vendor lists, correspondence, mailing lists, revenue records, invoices, 
advertising materials, brochures, records of operation, standard forms of documents, manuals of 
operations or business procedures, photographs, blueprints, research files and materials, data books, 
Intellectual Property disclosures and information, media materials and plates, accounting records and 
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litigation files (but excluding the organization and Tax documents (other than those Tax documents 
relating to employee withholding and payment of taxes on employment compensation and payment of 
property tax), and corporate seal of the Sellers). 

"Cap" is defined in Section 8.5(a). 

"Claim" is defined in Section 8.4(a). 

"Claim Notice" is defined in Section 8.4(a). 

"Closing" is defined in Section 2.7. 

"Closing Date" means the date on which the Closing occurs. 

"Closing Proration List" is defined in Section 3.2(a). 

"COBRA" is defined in Section 7.7(e). 

"Code" means the Internal Revenue Code of 1986, as amended, and any regulations promulgated 
thereunder. 

"Computer Hardware" means any computer hardware, equipment and peripherals of any kind 
and of any platform, including desktop and laptop personal computers, handheld computerized devices, 
servers, mid-range and mainframe computers, process control and distributed control systems, and 
network telecommunications equipment that is used internally in the operation of the Businesses. 

"Confidential Information" is defined in Section 7 .12(a)(ii). 

"Confidential Trade Secrets" is defined in Section 7.12(a)(ii). 

"Confidentiality Agreement" is defined in Section 7.2(a). 

"Contract" means any legally binding contract, agreement, arrangement or understanding, 
whether written or oral. 

"Controf' means the possession, directly or indirectly, of the power to direct the management 
and policies of a Person, whether through ownership of voting securities or otherwise. 

"Corporate Administrative Functions" is defined in Section 4.9Cb). 

"Data" means all information and data (including all files, documents, instruments, papers, 
books and records), whether in printed or electronic form and whether contained in a database or 
otherwise owned by a Seller, that has historically been or is now used or held for use in the operation of 
the Businesses, including, without limitation, all financial records, market data, customer and investor 
data, and sales and promotional literature, but excluding Tax records (other than those Tax records 
relating to employee withholding and payment of taxes on employment compensation and payment of 
property tax), and human resources and employee benefits data. 

"Debt" means, with respect to any Person, without duplication, (a) the principal, accreted value, 
accrued and unpaid interest, prepayment and redemption premiums or penalties (if any), unpaid fees or 
expenses and other monetary obligations in respect of (i) indebtedness of such Person for money 
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borrowed and (ii) indebtedness evidenced by notes, debentures, bonds or other similar instruments for the 
payment of which such Person is responsible or liable; (b) all obligations of such Person issued or 
assumed as the deferred purchase price of property or services, all conditional sale obligations of such 
Person and all obligations of such Person under any title retention agreement (but excluding trade 
accounts payable and other accrued current liabilities arising in the Ordinary Course of Business (other 
than the current liability portion of any indebtedness for borrowed money)); (c) all obligations of such 
Person under any financing leases or leases required to be capitalized in accordance with GAAP; ( d) all 
obligations of such Person for the reimbursement of any obligor on any letter of credit, banker's 
acceptance or similar credit transaction; ( e) all obligations of such Person under interest rate or currency 
swap or other hedging transactions or agreements (valued at the termination value thereof); (f) all 
obligations of the type referred to in clauses (a) through (e) of any Persons for the payment of which such 
Person is responsible or liable, directly or indirectly, as obligor, guarantor, surety or otherwise, including 
guarantees of such obligations; and (g) all obligations of the type referred to in clauses (a) through (f) of 
other Persons secured by (or for which the holder of such obligations has an existing right, contingent or 
otherwise, to be secured by) any Lien on any property or asset of such Person (whether or not such 
obligation is assumed by such Person). 

"Deductible Basket" is defined in Section 8.5(a). 

"Deed'' means a statutory special warranty deed, substantially in the form attached hereto as 
Exhibit A. 

"Earnest Money" is defined in Section 2.6. 

"Elongated Stay" is defined in Section 6.l(f)(iii). 

"Employee Plans" mean all Benefit Arrangements, Multiemployer Plans, Pension Plans and 
Welfare Plans. 

"Environment' means soil, land surface and subsurface strata, surface waters (including 
navigable and nonnavigable inland and ocean waters), groundwaters, drinking water supply, stream 
sediments, ambient air (indoor air), plant and animal life, and any other environmental medium or natural 
resource. 

"Environmental, Health, and Safety Liability" means any loss or liability resulting from or 
arising under an Environmental Law or an Occupational Safety and Health Law, including those 
consisting of or relating to: 

(a) any environmental, health or safety matter or condition (including on-site or off-
site contamination, occupational safety and health and regulation of any chemical substance or product); 

(b) any fine, penalty, judgment, award, order, violation, settlement, legal or 
administrative proceeding, damages, loss, claim, demand or response, remedial or inspection cost or 
expense arising under any Environmental Law or Occupational Safety and Health Law; 

( c) any financial responsibility under any Environmental Law or Occupational 
Safety and Health Law for cleanup costs, corrective action, or Remedial Action, including any cleanup, 
removal, containment, or other remediation or response actions ("Cleanup") required by any 
Environmental Law or Occupational Safety and Health Law (whether or not such Cleanup has been 

2105-1011 I 503839.2 -4-

130175622.16 



required or requested by any Governmental Authority or any other Person) and for any natural resource 
damages; 

( d) any other compliance, corrective or remedial measure required under any 
Environmental Law or Occupational Safety and Health Law; or 

( e) any Hazardous Activity. 

The terms "removal," "Remedial Action" and "response action" include the types of activities 
covered by CERCLA or any state equivalent. 

"Environmental Law" means all Laws concerning human health, pollution and/or protection of 
the environment (including but not limited to those relating to the presence, use, production, handling, 
transport, treatment, storage, disposal, distribution, labeling, testing, processing, discharge, Release, 
threatened Release, recycling, control or cleanup of or exposure to any Hazardous Material) or natural 
resources, each as in effect as of the date hereof, including but not limited to: the Comprehensive 
Environmental Response, Compensation, and Liability Act, 42 U.S.C. Section 9601 et seq. 
("CERCLA"); the Federal Water Pollution Control Act, 33 U.S.C. Section 1251 et seq.; the Clean Air 
Act, 42 U.S.C. Section 7401 et seq.; the Toxic Substances Control Act, 15 U.S.C. Section 2601 et seq.; 
the Emergency Planning and Community Right-to-Know Act of 1986, 42 U.S.C. Section 11001 et seq.; 
the Safe Drinking Water Act, 42 U.S.C. Section 300(£) et seq.; the Hazardous Materials Transportation 
Act, 49 U.S.C. Section 1801 et seq.; the Federal Insecticide, Fungicide and Rodenticide Act 7 U.S.C. 
Section 136 et seq.; the Resource Conservation and Recovery Act of 1976 ("RCRA"), 42 U.S.C. Section 
6901 et seq.; the Toxic Substances Control Act, 15 U.S.C. Section 2601 et seq.; the Oil Pollution Act of 
1990, 33 U.S.C. Section 2701 et seq.; and any similar or implementing state or local law, and all 
amendments or regulations promulgated thereunder; and any common law doctrine, including but not 
limited to, negligence, nuisance, trespass, personal injury, or property damage related to or arising out of 
the presence or Release of, or exposure to, Hazardous Material. 

"ERISA" means the Employee Retirement Income Security Act of 1974, as amended. 

"ERISA Affiliate" means any trade or business, whether or not incorporated, under common 
control with any Seller and that, together with any Seller, is treated as a single employer within the 
meaning of Section 414(b ), ( c ), (m) or ( o) of the Code. 

"Escrow Agent" means U.S. Bank National Association. 

"Escrow Agreement" is defined in Section 2.6. 

"Escrow Funds" is defined in Section 3.l(b)(i). 

"Excluded Assets" is defined in Section 2.2. 

"Excluded Liabilities" is defined in Section 2.4. 

"Existing Liabilities" is defined in Section 7.10. 

"Final Proration List" is defined in Section 3.2(c). 

"Fundamental Representations" is defined in Section 8.1 (a)(i). 
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"GAAP" means United States generally accepted accounting principles as in effect from time to 
time, consistently applied. 

"Governmental Authority" means any government, governmental or regulatory authority, 
agency, instrumentality, department, court, commission, body, tribunal or other governmental entity, 
whether foreign or domestic and whether national, multinational, federal, state, provincial or local. 

"Government Ofjiciaf' is defined in Section 4.23(b). 

"Hazardous Activity" means the distribution, generation, handling, importing, management, 
manufacturing, processing, production, refinement, Release, storage, transfer, transportation, treatment, 
or use (including any withdrawal or other use of groundwater) of Hazardous Material. 

"Hazardous Materiaf' means any substance, material, or waste that is regulated by any 
Governmental Authority, including any material, substance, or waste that is defined or classified as a 
"hazardous waste," "hazardous material," "hazardous substance," "extremely hazardous waste," 
"pollutant," "restricted hazardous waste," "contaminant," "toxic waste," "radioactive material," or "toxic 
substance" under any provision of Environmental Law, including petroleum, petroleum products, 
products of hydrocarbon or geothermal energy extraction and produced waters resulting therefrom, 
asbestos, presumed asbestos-containing material or asbestos-containing material, urea formaldehyde, or 
polychlorinated biphenyls. 

"Immediate Family" means, with respect to any specified natural Person, such Person's spouse, 
domestic partner, parents, children, grandparents, grandchildren and siblings, including adoptive 
relationships and relationships through marriage, or any other relative of such Person that shares such 
Person's home. 

"Indemnified Party" is defined in Section 8.4(a). 

"Indemnifying Party" is defined in Section 8.4(a). 

"Insurance Coverage" is defined in Section 7.10. 

"Insurance Coverage Claim" is defmed in Section 7.10. 

"Insurance Policies" is defined in Section 4.12. 

"Incremental Amount" is def med in Section 6.1 (f)(iii). 

"Intellectual Property" means all intellectual property rights arising from or associated with the 
following, whether protected, created or arising under the Laws of the United States or any other 
jurisdiction: (i) trade names, trademarks and service marks (registered and unregistered), domain names 
and other Internet addresses or identifiers, trade dress and similar rights and applications (including 
intent to use applications and similar reservation of marks and all goodwill associated therewith) to 
register any of the foregoing (collectively, "Marks"); (ii) patents and patent applications (collectively, 
"Patents"); (iii) copyrights (registered and unregistered) and applications for registration (collectively, 
"Copyrights"); and (iv) trade secrets, know-how, inventions, methods, processes and processing 
instructions, technical data, specifications, research and development information, technology including 
rights and licenses, product roadmaps, customer lists and any other information, in each case to the extent 
any of the foregoing derives economic value (actual or potential) from not being generally known to 
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other Persons who can obtain economic value from its disclosure or use, excluding any Copyrights or 
Patents that may cover or protect any of the foregoing (collectively, "Trade Secrets"). 

"Interim Balance Sheet" is defined in Section 4. 7. 

"Inventory" means all inventory, including raw and packing materials, work-in-progress, 
finished goods, supplies, parts and similar items used or held for use in connection with the Businesses. 

"IP Contracts" is defined in Section 4.18. 

"IT Systems" mean electronic data processing, information, record keeping, communications, 
telecommunications, account management, inventory management and other computer systems 
(including all computer programs, software, databases, firmware, hardware and related documentation) 
and internet websites and related content. 

"Laws" any federal, state, local, municipal, foreign, international, multinational or other 
constitution, law, ordinance, principle of common law, code, regulation, decree, statute or treaty or any 
other governmental requirement enacted, promulgated, entered into or imposed by any Governmental 
Authority. 

"Leased Real Property" means the real property leased (as lessee), subleased, licensed or 
occupied by a Seller, or which a Seller otherwise has any legal or equitable right or option to use or 
occupy, together with, all buildings and other structures, facilities or improvements located thereon, all 
fixtures and all easements, licenses, rights and appurtenances relating to the foregoing. 

"Lien" means any lien, encumbrance, mortgage, pledge, charge, security interest, preemptive 
right, option, conditional sale agreement or similar restriction of any kind or type whatsoever. 

"Losses" is defined in Section 8.2. 

"Major Customers" is defined in Section 4.19. 

"Major Suppliers" is defined in Section 4.19. 

"Material Adverse Effect" or "Material Adverse Change" means any change, development, 
occurrence or effect (each, an "Effect") with respect to any Seller, any of the Businesses and any of the 
Assets associated therewith, that, individually or in the aggregate, is or would reasonably be expected to 
be materially adverse to the condition (financial or otherwise), or results of operations of the Businesses, 
taken as a whole; provided, however, that "Material Adverse Effect" or "Material Adverse Change" shall 
not include any Effect to the extent attributable to: (a) the transactions contemplated by this Agreement; 
(b) the identity of the Purchaser or its Affiliates or the Purchaser's post-Closing plans for the Businesses; 
( c) changes in the general economic conditions or political climate in the United States, Oregon or any 
region where the Businesses operate; ( d) changes generally applicable to the industries in which the 
Businesses are conducted, including changes in industry performance and changes in accounting 
principles and practices applicable to such industries; ( e) changes in the financial, banking or securities 
markets; (f) changes in Laws applicable to the Sellers or the Businesses; (g) any failure by any Seller to 
meet any forecasts or projections (but not the underlying causes of such failure); or (h) any natural 
disasters, labor unrest, strikes, acts of war, terrorism, sabotage or other force majeure events; provided, 
however, that the exceptions described in clauses (c) through (f) and (h) shall not apply if the Effects 
described therein materially disproportionately affect a Seller or Business as compared to other 
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companies in the same industries as the Business that are also subject to such Effect, and provided, 
further, that the exception described in clause (h) shall not apply to a Release or other material violation 
of an Environmental Law. 

"Material Consents" is defined in Section 6.l(c). 

"Material Contracts" is defined in Section 4.ll(a). 

"Multiemployer Plan" means any "multiemployer plan," as defined in Section 4001(a)(3) of 
BRISA, Section 3(37) of BRISA or Section 414(f) of the Code, (i) that any Seller or any of its BRISA 
Affiliates contributes to or is required to contribute to, or, within the five years prior to the Closing Date, 
contributed to or was required to contribute to, and (ii) that covers (or, within the five years prior to the 
Closing Date, covered) any Business Employee (with respect to his or her period of employment with 
such entities). 

"Non-Solicitation Period'' is defined in Section 7.12(b)(i). 

"Non-Utility Side Letter" is defined in Section 2.8.1. 

"Notice of Disagreement" is defined in Section 3.2(c). 

"Occupational Safety and Health Law" means any Law that promotes safe and healthful 
working conditions and to reduce occupational safety and health hazards, including the Occupational 
Safety and Health Act, 29 U.S.C. Section 651 et seq., and any similar or implementing state or local law, 
and all amendments or regulations promulgated thereunder, each as in effect as of the date hereof. 

"Order" means any order, injunction, judgment, decree, ruling, assessment or arbitration award 
of any Governmental Authority or arbitrator. 

"Ordinary Course of Business" means, with respect to the Sellers and the Businesses, in the 
ordinary course of business of the Sellers and the Businesses, materially consistent in nature, scope, and 
magnitude with past practices. 

"Other Ancillary Agreements" is defined in Section 2.8.1. 

"Owned Real Property" means all the real property owned by the Sellers, including all buildings 
and other structures, facilities and improvements located thereon or related thereto, all fixtures, and all 
easements, licenses, rights and appurtenances relating to the foregoing, as more fully set forth in Section 
4.lO(a) of the Sellers' Disclosure Schedule. 

"Pension Plan" means any "employee pension benefit plan" as defined in Section 3(2) ofERISA 
(other than a Multiemployer Plan) (i) that any Seller or any of its BRISA Affiliates maintains, 
administers, contributes to or is required to contribute to and (ii) that covers any Business Employee. 

"Parent" is defmed in the introductory paragraph. 

"Perkins Coie" is defined in Section 10.17. 

"Permits" means all franchises, licenses, permits (unrelated to Intellectual Property), consents, 
waivers, registrations, exemptions, certificates, and other permits, authorizations or approvals issued or 
granted or required to be issued or granted by a Governmental Authority for the operation of any of the 
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Businesses and/or for the ownership, lease or operation of the Assets, and all pending applications 
therefor and amendments, modifications and renewals thereof. 

"Permitted Liens" means with respect to any Asset (a) Taxes, assessments and other 
governmental levies, fees or charges imposed with respect to such Asset that are not due and payable as 
of the Closing Date; (b) mechanics' liens and similar liens for labor, materials or supplies provided with 
respect to such Asset incurred in the Ordinary Course of Business for amounts that are not due and 
payable as of the Closing Date, or with respect to which Seller is contesting in good faith, which would 
not, individually or in the aggregate, materially impair the use or occupancy of such Asset or the 
operation of the Businesses; ( c) zoning laws, building codes and other land use Laws regulating the use 
or occupancy of such Asset that constitutes Real Property or the activities conducted thereon that are 
imposed by any Governmental Authority having jurisdiction over such Real Property; ( d) easements, 
covenants, conditions, restrictions and other similar matters of record affecting title to such Real Property 
which do not materially impair the use or occupancy of such Real Property or the operation of the 
Businesses; and (e) with respect to any Real Property, any matter, other than matters that Seller has 
agreed to remove from title to the Real Property on or prior to the Closing Date as more fully described 
in Section 1.1 (b) of the Sellers' Disclosure Schedule, that (i) has been properly recorded against the Real 
Property, (ii) is disclosed in readily searchable state and local county public records (such as in lien 
dockets or court filings in the county in which the Real Property is located), or (iii) would be disclosed 
through a properly perfonned ALTA/NSPS survey of the Real Property. 

"Person" means an individual, partnership, corporation, limited liability company, association, 
joint stock company, trust, joint venture, unincorporated organization, any other business entity, or a 
Governmental Authority. 

"Personal Property" means all machinery, equipment, furniture, furnishings, rolling stock, tools, 
office supplies, vehicles, Computer Hardware and other tangible personal property owned or leased by 
any Seller and/or used or held for use in connection with the Businesses. 

"Post-Closing Action Items" is defined in Section 7 .13. 

"Prepaid Items" mean all credits, prepaid expenses, advance payments, security deposits, 
escrows and other prepaid items arising from or related to the Businesses. 

"Proceeding" means any action, arbitration, audit, hearing, investigation, litigation or suit 
(whether civil, criminal, administrative, judicial or investigative, whether formal or informal, whether 
public or private) commenced, brought, conducted or heard by or before any Governmental Authority, 
mediator or arbitrator. 

"Prohibited Payment" is defined in Section 4.23(b). 

"Proration Amounts" is defined in Section 3.2(a). 

"PTO" is defined in Section 7.7(d). 

"Purchase" is defined in the introductory recitals. 

"Purchase Price" is defined in Section 3.l(a). 

"Purchaser" is defined in the introductory paragraph. 
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"Purchaser Confidential Information" is defined in Section 7.12(a). 

"Purchaser Indemnified Parties" is defined in Section 8.2. 

"Purchaser Offer" is defined in Section 7.7(a). 

"Real Property" means, together, all Leased Real Property and all Owned Real Property. 

"Receivables" mean all receivables (including notes, accounts receivable, loans receivable and 
advances) arising from or related to the Businesses. 

"Record" means information that is inscribed on a tangible medium or that is stored in an 
electronic or other medium and is retrievable in perceivable fonn. 

"Related Party", with respect to any specified Person, means: (i) any Affiliate of such specified 
Person, or any director, executive officer, partner or managing member of such Affiliate; (ii) any 
Immediate Family Member of such specified Person, or (ii) any other Person who holds, individually or 
together with any Affiliate of such other Person and any member(s) of such Person's Immediate Family, 
more than 25% of the outstanding equity or ownership interests of such specified Person. 

"Release" means any unpennitted release, spill, emission, leaking, pumping, pouring, dumping, 
emptying, injection, deposit, disposal, discharge, dispersal, leaching, or migration on or into the 
Environment, or into or out of any property. 

"Representatives" means, with respect to any Person, that Person's officers, directors, 
employees, counsel, accountants, investment bankers, agents, advisors and others who act on such 
Person's behalf or at such Person's direction or request in connection with the evaluation (including 
environmental assessments and other due diligence), negotiation, execution, effectuation or 
consummation of the transactions contemplated by this Agreement. 

"Review Period" is defined in Section 3.2(c). 

"Rights" mean all claims, causes of action, rights of recovery and rights of set-off against any 
Person arising from or related to the Businesses, the Assets or the Assumed Liabilities, including: (i) all 
rights under any Assumed Contract, including all rights to receive payment for products sold and services 
rendered thereunder, to receive goods and services thereunder, to assert claims and to take other rightful 
actions in respect of breaches, defaults and other violations thereof; and (ii) all rights under or in respect 
of any Seller Intellectual Property, including all rights to sue and recover damages for past, present and 
future infringement, dilution, misappropriation, violation, unlawful imitation or breach thereof, and all 
rights of priority and protection of interests therein under the laws of any jurisdiction. 

"Rollover PTO" is defined in Section 2.3.5. 
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"Sanctions" is defined in Section 4.22. 

"Selected Business Records" means all Business Records created on or after November 19, 
2010 relating to any rate case determination, including any materials submitted to any applicable 
Governmental Authority in support of, or in opposition thereto, and any water quality reports submitted 
to any applicable Governmental Authority. 

"Selected Real Property" means those properties and facilities set forth in Section 1.l(c) of the 
Sellers' Disclosure Schedule. 

"Seller Confidential Information" is defined in Section 7 .12(a). 

"Seller Intellectual Property" means all Intellectual Property owned (in whole or in part) by or 
licensed to any Seller and/or used in connection with a Business, excluding off-the-shelf software 
licensed to such Seller in the same version, without customization, as also available to the general public. 

"Seller IT Systems" mean all IT Systems used in connection with a Business. 

"Sellers" is defined in the introductory paragraph. 

"Sellers' Disclosure Schedule" means the disclosure schedules delivered by the Sellers to the 
Purchaser concurrently herewith. 

"Seller Indemnified Parties" is defined in Section 8.3. 

"Sellers' Knowledge" or "to the Knowledge of the Sellers" or any phrase of similar import 
means with respect to any matter or subject, the actual knowledge of each of Matthew Trevenen, Curt 
Heimuller, Mackay Burcher and Brett Limbeck. 

"State PUC' means the Oregon Public Utility Commission. 

"State PUC Conditions" is defined in Section 6. l(f)(i). 

"State PUC Consents" means, with respect to CBW and RYW, the grant by the State PUC of its 
consent to the consummation of the applicable transactions contemplated hereby. 

"State PUC Cost Limit' is defined in Section 6. l(f)(ii). 

"State PUC Costs" is defined in Section 6.l(f)(ii). 

"Stay" is defined in Section 6.l(f)(iii). 

"Subsidiary" means, with respect to any Person, any corporation or other organization, whether 
incorporated or unincorporated, of which: (a) at least a majority of the securities or other interests having 
by their terms ordinary voting power to elect a majority of the board of directors or others performing 
similar functions with respect to such corporation or other organization is directly or indirectly owned or 
controlled by such Person or by any one or more of its Subsidiaries, or by such Person and one or more 
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of its Subsidiaries; or (b) such Person or any other Subsidiary of such Person is a general partner 
(excluding any such partnership where such Person or any Subsidiary of such Person does not have a 
majority of the voting interest in such partnership). 

"Tax" or "Taxes" means: (i) any or all federal, state, local, foreign and other net income, gross 
income, gross receipts, sales, use, ad valorem, transfer, franchise, profits, registration, license, lease, 
service, service use, withholding, payroll, employment, excise, severance, stamp, occupation, premium, 
property, windfall profits, escheat, customs, duties or other taxes, fees, assessments or charges in the 
nature of taxes of any kind whatsoever, together with any interest and any penalties, additions to tax or 
additional amounts with respect thereto; (ii) any liability for payment of amounts described in clause (i) 
whether as a result of transferee liability, of being a member of an affiliated, consolidated, combined or 
unitary group for any period or otherwise through operation of Law; and (iii) any liability for the 
payment of amounts described in clauses (i) or (ii) as a result of any tax sharing, tax indemnity or tax 
allocation agreement or any other express or implied agreement to indemnify any other Person. 

"Tax Return" means all returns, declarations, reports, claims for refunds, information returns or 
similar documents (including any related or supporting schedules or statements of information) filed or 
required to be filed in connection with the determination, assessment or collection of Taxes or the 
administration of any laws relating to any Taxes. 

"Termination Date" is defined in Section 9.l(b). 

"Third Party Claim" is defined in Section 8.4(b)(i). 

"Title Company" means AmeriTitle, Inc. 

"Transaction Documents" means this Agreement, the Other Ancillary Agreements, and any 
other agreement, certificate, instrument or document executed or delivered in connection with this 
Agreement. 

"Transfer Taxes" is defined in Section 7.8(b). 

"Transferred Employees" is defined in Section 7.7(a). 

"Utility Trade Names" means the names set forth in Section l.l(d) of the Sellers' Disclosure 
Schedule. 

"Water System" is defined in Section 4.14(a). 

"Welfare Plan" means any "employee welfare benefit plan," as defined in Section 3(1) of 
BRISA, (i) that a Seller or any of its BRISA Affiliates maintains, administers, contributes to or is 
required to contribute to and (ii) that covers any Business Employee. 

1.2 Usage. 

(a) Interpretation. In this Agreement, unless a clear contrary intention appears: 

(i) the singular number includes the plural number and vice versa; 
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(ii) reference to any Person includes such Person's successors and assigns but, if 
applicable, only if such successors and assigns are not prohibited by this Agreement, and reference to a 
Person in a particular capacity excludes such Person in any other capacity or individually; 

(iii) reference to any agreement, document or instrument means such agreement, 
document or instrument as amended or modified and in effect from time to time in accordance with the 
terms thereof; 

(iv) reference to any Law means such Law as amended, modified, codified, replaced 
or reenacted, in whole or in part, and in effect from time to time (but not after the date of this 
Agreement), including rules and regulations promulgated thereunder, and reference to any section or 
other provision of any Law means that provision of such Law from time to time in effect (but not after 
the date of this Agreement) and constituting the substantive amendment, modification, codification, 
replacement or reenactment of such section or other provision; 

(v) "hereunder," "hereof," "hereto," and words of similar import shall be deemed 
references to this Agreement as a whole and not to any particular Section, Schedule or other provision 
hereof, unless otherwise specified; 

(vi) "including" (and with correlative meaning "include") means including without 
limiting the generality of any description preceding such term; 

(vii) "or" is used in the inclusive sense of "and/or"; 

(viii) with respect to the determination of any period of time, "from" means "from and 
including" and "to" means "to but excluding"; and 

(ix) references to documents, instruments or agreements shall be deemed to refer as 
well to all addenda, exhibits, schedules or amendments thereto. 

(b) Accounting Terms and Determinations. Unless otherwise specified herein, all 
accounting terms used herein shall be interpreted and all accounting determinations hereunder shall be 
made in accordance with GAAP. 

( c) Legal Representation of the Parties. This Agreement was negotiated by the Parties 
with the benefit of legal representation, and any rule of construction or interpretation otherwise requiring 
this Agreement to be construed or interpreted against any Party shall not apply to any construction or 
interpretation hereof. 

( d) Disclosure Schedules. If any section of the Sellers' Disclosure Schedule lists an item 
or information that appears on its face to be reasonably relevant to another section of the Sellers' 
Disclosure Schedule, the matter will be deemed to have been disclosed in such other section of the 
Sellers' Disclosure Schedule, notwithstanding the omission of an appropriate cross-reference to such 
other section. 
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ARTICLE II - PURCHASE AND SALE OF ASSETS 

2.1 The Purchase. 

Subject to the terms and conditions of this Agreement, at the Closing, the Sellers shall sell, 
transfer, convey, assign and deliver, or cause to be sold, assigned, transferred, conveyed and delivered, to 
the Purchaser, and the Purchaser shall purchase and acquire, all of the Sellers' right, title and interest in 
and to all assets, properties and rights of every nature, kind and description, whether tangible or 
intangible, real, personal or mixed, accrued or contingent (including goodwill), wherever located and 
whether now existing or hereafter acquired prior to the Closing Date, used or held for use in connection 
with the Businesses, as the same shall exist on the Closing Date, whether or not carried or reflected on or 
specifically referred to in the Sellers' books or financial statements or in the schedules hereto, other than 
the Excluded Assets (collectively, but excluding the Excluded Assets, the "Assets"), free and clear of all 
Liens other than Permitted Liens. The Assets shall include, without limitation, all of the Sellers' right, 
title and interest in and to those certain assets set forth in Section 2.1 of the Sellers' Disclosure Schedule, 
and: 

2.1.1 Assets Generally 

(a) All assets recorded or reflected on the Interim Balance Sheet; and 

(b) All assets acquired by the Sellers since the date of the Interim Balance Sheet, 
which, had they been held by the Sellers on such date, would have been recorded or reflected on such 
Interim Balance Sheet. 

2.1.2 Receivables 

All Receivables. 

2.1.3 Contract Rights 

All rights under the Assumed Contracts, except as excluded under Section 2.2. 

2.1.4 Real Property 

All Real Property, including all rights in respect of any Leased Real Property (including any 
security deposits). 

2.1.5 Personal Property 

(a) All Seller Intellectual Property, including the Utility Trade Names; 

(b) All Seller IT Systems; 

( c) All Personal Property; 

( d) All Inventory; and 

( e) The goodwill and going concern value and other intangible assets, if any, arising 
from or related to the Businesses. 
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2.1.6 Permits 

To the extent legally assignable or transferable, all Permits relating to the Businesses. 

2.1. 7 Books and Records, Manuals and Documents 

All Business Records, provided, that the Sellers shall be permitted to retain a copy of such 
Business Records in accordance with their applicable record retention policies. 

2.1.8 Other 

(a) All Prepaid Items; and 

(b) All Rights. 

2.2 Excluded Assets. 

The Sellers and the Purchaser expressly understand and agree that the Sellers are not transferring 
to the Purchaser pursuant to this Agreement any of the following assets of the Sellers (all such other 
assets and rights being the "Excluded Assets"): 

2.2.1 Cash 

All cash and cash equivalents. 

2.2.2 Seller Records 

All minute books, corporate seals and records solely having to do with the organization, 
capitalization or Taxes of each Seller, except Business Records with respect to Taxes. 

2.2.3 Employees 

Any Records related to Business Employees that may not be transferred or disclosed to the 
Purchaser under Law. 

2.2.4 Insurance Policies 

Other than as agreed in writing between Purchaser and a Seller, and permitted by the applicable 
insurance carrier, any Insurance Policy. 

2.2.5 Certain Rights. 

Any Rights related to Excluded Assets or any Rights related to any Excluded Liabilities in 
respect of which and to the extent that Sellers (including any Seller Affiliate) provide applicable 
Purchaser Indemnified Parties with indemnification in accordance with this Agreement. 

2.2.6 Excluded Assets Schedule 

All assets listed in Section 2.2.6 of the Sellers' Disclosure Schedule, if any. 
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2.3 Assumption of Liabilities. 

Upon the terms and subject to the conditions of this Agreement, the Purchaser agrees, effective at 
the time of Closing, to assume the following obligations (the "Assumed Liabilities"): 

2.3.l Assumed Contracts 

All obligations of the Sellers under the Assumed Contracts from and after the Closing Date 
(except that the Purchaser will not succeed to or assume, and the Sellers will be responsible for, any 
liability or obligation arising out of any breach of any Assumed Contract existing on the Closing Date). 

2.3.2 Permits 

All liabilities and obligations arising subsequent to the Closing Date in respect of Permits 
assigned to the Purchaser in accordance with this Agreement (Purchaser will not succeed to or assume, 
and the Sellers will be responsible for, any liability or obligation arising out of any violation or breach of 
any Permit existing on the Closing Date). 

2.3.3 Current Liabilities 

All liabilities incurred by the Businesses recorded on the Interim Balance Sheet, and all liabilities 
incurred by the Businesses subsequent to the date of the Interim Balance Sheet in the Ordinary Course of 
Business that are recorded on the balance sheets of the Businesses. 

2.3.4 Post-Closing Liabilities 

All liabilities accruing, related to or otherwise arising out of the conduct or operation of the 
Businesses by the Purchaser or the ownership, leasing or use of the Assets by the Purchaser after the 
Closing Date. 

2.3.5 Rollover PTO 

Forty (40) hours of accrued and unpaid PTO for each Transferred Employee who, as of the 
Closing Date, has elected in writing to retain forty (40) hours of accrued and unpaid PTO ("Rollover 
PTO") from and after the Closing pursuant to Section 7.7(d)(i). 

2.4 Excluded Liabilities. 

Regardless of any disclosure to the Purchaser, except for the Assumed Liabilities, the Purchaser 
shall not assume or be obligated to pay, perform or otherwise discharge any liabilities or obligations of a 
Seller of any kind, character or description whatsoever, whether direct or indirect, known or unknown, 
absolute or contingent, matured or unmatured, and currently existing or hereinafter arising (the 
"Excluded Liabilities"), including the following: 

2.4.1 Pre-Closing Liabilities 

All liabilities accruing, related to or otherwise arising out of the conduct or operation of the 
Businesses by the Sellers or the ownership, leasing or use of the Assets by the Sellers on or prior to the 
Closing Date, other than Assumed Liabilities. 
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2.4.2 Taxes 

All Taxes arising from or with respect to the Assets or the operation of the Businesses that are 
incurred in or attributable to any period, or any portion of any period, ending on or prior to the Closing 
Date. 

2.4.3 Employees 

All liabilities not expressly assumed by the Purchaser pursuant to Section 7. 7 related to or 
otherwise arising from the Sellers' or their Affiliates' employment of the Business Employees or under 
any Employee Plan (including any salary, vacation pay, severance pay, bonus or other similar liabilities 
of Sellers or their Affiliates), other than Rollover PTO in accordance with Section 2.3.5. 

2.4.4 Debt 

Any Debt outstanding as of the Closing Date to the extent any such Debt is not fully satisfied and 
discharged in connection with the Closing. 

2.4.5 Other Excluded Liabilities 

(a) All liabilities and obligations in respect of any Excluded Asset, whether arising 
prior to or after the Closing Date; 

(b) Any liability of the Sellers ansmg from or related to any compliance or 
noncompliance on or prior to the Closing Date with any Law applicable to any Seller, Business or Asset; 

( c) Any liability of the Sellers arising from or related to any Proceeding against any 
Seller, Business or Asset pending as of the Closing Date; 

( e) Any liability incurred by any Seller or any of their respective Related Parties 
arising out of or relating to the negotiation and preparation of this Agreement and the other Transaction 
Documents (including fees and expenses payable to all attorneys and accountants, other professional fees 
and expenses, and bankers', brokers' or finders' fees for Persons engaged by the Sellers or their 
Affiliates); 

(f) Any liability of the Sellers to allocate or distribute to any Seller's members or 
Parent, or otherwise apply all or any part of the consideration to be received hereunder; and 

(g) Any liability of the Sellers to indemnify, reimburse, or advance amounts to any 
present or former officer, director, employee or agent of any Seller or its Affiliates (including with 
respect to any breach of fiduciary obligations by any such party), except for indemnification obligations 
pursuant to Section 8.3. 

2.5 Consents and Waivers; Further Assurances. 

(a) Nothing in this Agreement or the other Transaction Documents shall be 
construed as an agreement to assign any Assumed Contract, Permit, Right or other Asset that by its terms 
or pursuant to applicable Law is not capable of being sold, assigned, transferred or delivered without the 
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consent or waiver of a third party or Governmental Authority unless and until such consent or waiver 
shall be given. Each of the Sellers, on the one hand, and the Purchaser, on the other, shall use their 
respective commercially reasonable efforts to obtain such consents and waivers, including but not limited 
to those consents and waivers set forth in Section 2.5(a) of the Sellers' Disclosure Schedule, and to 
resolve the impediments to the sale, assignment, transfer or delivery contemplated by this Agreement or 
the other Transaction Documents, and to obtain any other consents and waivers necessary to convey to 
the Purchaser all of the Assets. Subject to Sections 6.1 and 6.2 (below), in the event any such consents or 
waivers are not obtained prior to the Closing Date, the Purchaser shall continue to use its commercially 
reasonable efforts to obtain the relevant consents or waivers until such consents or waivers are obtained, 
and the Sellers will reasonably cooperate with the Purchaser in any lawful and economically feasible 
arrangement to provide that the Purchaser shall receive the interest of the Sellers in the benefits under 
any such Assumed Contract, Permit, Right, or Asset. 

(b) If, subsequent to the Closing, any of the Purchaser, Parent or the Sellers 
discovers an Asset that is or has been used in, or necessary for, the operation, maintenance or 
management of the Businesses, or the provision of water utility and wastewater services, and that Asset 
was not specifically and effectively transferred and conveyed to the Purchaser at the Closing as 
contemplated by this Agreement, then such Party shall immediately notify the other such Parties of such 
discovery and, if requested in writing by Purchaser, such Parties shall take such actions and execute and 
deliver such instruments and other documents as are reasonably necessary to specifically and effectively 
transfer and convey such Asset to the Purchaser, for no additional consideration to the Sellers. 

2.6 Earnest Money Deposit. 

Concurrent with the execution of this Agreement, (a) the Sellers, the Escrow Agent, and the 
Purchaser will each deliver their respective executed copies of an escrow agreement, in form and 
substance satisfactory to the Sellers, the Escrow Agent and the Purchaser (the "Escrow Agreement"), and 
(b) the Purchaser will deposit, in accordance with the terms of the Escrow Agreement, $1,000,000 with 
the Escrow Agent as earnest money to secure the performance of the Purchaser's obligations under this 
Agreement (the "Earnest Money"). If the Closing occurs, the Earnest Money shall be applied toward and 
shall be deemed part of the Escrow Funds. Concurrently with the deposit of the Earnest Money, each of 
the Purchaser, on the one hand, and the Sellers, on the other hand, shall cause to be delivered to the 
Escrow Agent one half (1/2) of the fees and expenses of the Escrow Agent, in accordance with the terms 
of the Escrow Agreement. The Sellers may terminate this Agreement if the Purchaser fails to make the 
Earnest Money deposit when due, with time being of the essence. 

2.7 The Closing. 

The closing of the Purchase (the "Closing") provided for in this Agreement will take place by 
email transmission of PDF copies of signature pages on or before the Business Day that is not more than 
five (5) Business Days following the satisfaction or waiver of all of the conditions to the obligations of 
the Parties set forth in Section 6.1 (other than such conditions as may, by their terms, only be satisfied at 
the Closing or on the Closing Date), or at such other time as the Purchaser and the Parent may agree in 
writing; provided, that, notwithstanding the foregoing, the Parent and the Purchaser may mutually agree 
in writing to cause the Closing Date to occur on the last Business Day of the calendar month following 
the satisfaction or waiver of the conditions set forth in Section 6.1. 
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2.8 Closing Deliveries. 

2.8.1 Sellers' Closing Deliverables. 

At the Closing, the Sellers shall deliver or cause to be delivered to the Purchaser the following 
documents: 

(a) certified copies of the certificates of formation of each Seller; 

(b) the organizational documents of each Seller not filed with a Governmental 
Authority in connection with its organization, certified as of the Closing Date by an authorized Person on 
behalf of such Seller; 

( c) certificates of valid existence or good standing, as applicable, for each Seller 
issued as of a recent date by the appropriate Governmental Authority; 

( d) certified resolutions of the managers and members of each Seller and Parent, 
authorizing the transactions contemplated by this Agreement and the other Transaction Documents; 

( e) a certificate executed by authorized Persons of each of the Sellers certifying as 
to the satisfaction of the conditions set forth in Sections 6.l(a), 6.l(b), and 6.l(e); 

(f) an executed copy of the non-utility side letter, in the form attached hereto as 
Exhibit B (the "Non-Utility Side Letter"); 

(g) an opinion of counsel to Sellers, dated as of the Closing Date, in the form of 
Exhibit C (the "Opinion of Sellers' Counsel"); 

(h) a bill of sale for the Assets, in the form of Exhibit D (the "Bill of Sale"), duly 
executed by the Sellers; 

(i) a counterpart of the Assignment and Assumption Agreement, in the form of 
Exhibit E (the "Assignment and Assumption Agreement"), duly executed by the Sellers; 

G) an instrument of assignment of the Seller Intellectual Property, in the form of 
Exhibit F (the "Assignment of Intellectual Property"), duly executed by the Sellers; 

(k) Deeds conveying the Owned Real Property to the Purchaser, in the form of 
ExhibitA; 

(1) an executed copy of the operations and maintenance agreement in the form of 
Exhibit G; 

(m) a copy of the transition services agreement in the form of Exhibit H executed by 
Eagle Crest Management, LLC; 

(n) executed copies of each of the agreements listed on Exhibit I hereto and 
scheduled for completion pre-Closing, as indicated in Exhibit I, in each case in form and substance 
satisfactory to the Purchaser (the "Other Ancillary Agreements); 
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( o) a payoff or similar letter duly executed by Bank of the Cascade, in customary 
form and substance, in which the payee agrees that upon payment of the amount specified in such letter 
all Liens in connection therewith on any Asset, will be automatically released; and the payee will either 
take all actions reasonably necessary to evidence and record such discharge and release promptly or 
authorize the Sellers or the Purchaser to do so; 

(p) such other customary documents as the Purchaser may reasonably request, each 
in form and substance satisfactory to the Purchaser, and, if necessary, executed by the Sellers, for the 
purpose of facilitating the Closing (which documents will not include any additional liability or 
obligation of the Parent or the Sellers, except as contemplated by this Agreement); and 

(q) a certificate of non-foreign status from each of the Sellers in compliance with 
Treasury Regulations Section l.1445-2(b )(2). 

2.8.2 Purchaser's Closing Deliverables. 

At the Closing, the Purchaser shall deliver to the Sellers: 

(a) 
the Purchaser; and 

a counterpaii of the Assignment and Assumption Agreement, duly executed by 

(b) a counterpart operations and maintenance agreement in the form attached as 
Exhibit G; 

(c) a counterpart of the Non-Utility Side Letter; 

( d) a counterpart of the transition services agreement in the form attached as Exhibit 
H-_, 

( e) executed copies, as applicable, of the Other Ancillary Agreements; and 

(f) such other customary documents and instruments, in fonn and substance 
reasonably satisfactory to the Sellers, as the Sellers may reasonably request or as may be otherwise 
necessary or desirable to evidence and effect the assumption by the Purchaser of the Assumed Liabilities 
(which documents will not include any additional liability or obligation of the Purchaser, except as 
contemplated by this Agreement). 

ARTICLE III - CONSIDERATION 

3.1 Consideration. 

(a) e ate consideration for the Assets (the "Purchase 
Price") will be (a) 

(b) At the Closing, the Purchaser shall pay: 

(i) ~y wire transfer of immediately available funds to the Escrow Agent 
pursuant to the Escrow ~ollectively with the Earnest Money, the "Escrow Funds"); and 

(ii) the Purchase Price less the Escrow Funds to the Sellers by wire transfer of 
immediately available funds to the account(s) designated by the Sellers in writing not less than two (2) 
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Business Days prior to the Closing. Not less than two (2) Business Days prior to the Closing, the Sellers 
shall further direct the Purchaser in writing on the amount of the Purchase Price to be paid to each Seller. 

( c) Purchase Price Allocation. 

(i) Within sixty (60) days after the Closing Date, the Purchaser and the Sellers will 
allocate the Purchase Price and amount of Assumed Liabilities among the Assets in accordance with 
Section 1060 of the Code and the regulations thereunder (and any similar provisions of other Law, as 
appropriate). The Purchaser and the Sellers agree to cooperate with each other, and to furnish each other 
with such information as is reasonably requested by the other Party, for purposes of determining the 
allocation of the Purchase Price and amount of Assumed Liabilities among the Transferred Assets. 

(ii) If the Purchaser and the Sellers are unable, on or prior to the thirtieth (30th) day 
following the Closing Date, to agree on an allocation, then the Parties shall not later than five (5) 
Business Days thereafter engage a mutually agreeable nationally or regionally recognized firm of 
independent certified public accountants (the "Independent Accountant") other than any firm which 
performs, or within the past three (3) years has performed, audits or financial statement reviews or 
financial statement compilations for any Party, or any of their respective Affiliates. The Parties will 
cooperate fully with the Independent Accountant to facilitate its determination of allocation, including by 
providing any Data the Independent Accountant reasonably requests, and malcing such Party's personnel 
and accountants reasonably available to explain any such Data. The Independent Accountant shall be 
instructed to deliver a decision solely with respect to the allocation, within twenty (20) calendar days 
after the submission of such matter to the Independent Accountant. The determination of the 
Independent Accountant shall be final and binding on the Parties. Each of the Sellers, on the one hand, 
and the Purchaser, on the other hand, shall pay one half of the cost of the Independent Accountant and 
any related expenses. 

(iii) If the Purchaser and the Sellers agree on an allocation, or following final 
determination of an allocation in accordance with Section 3.l(c)(ii), (A) the Purchasers and the Sellers 
shall make consistent use of such allocation for all Tax purposes and in all Tax Returns, including the 
reports and IRS Forms 8594 required to be filed under Section 1060 of the Code, to the maximum extent 
permitted by applicable Law and (B) in any Proceeding related to the determination of any Tax, no Party 
shall contend or represent that such allocation is not a correct allocation unless a final "determination" 
(within the meaning of Section 1313 of the Code) to the contrary has been made in respect thereof; 
provided, that the preceding shall not prevent either the Purchaser or any Seller from reaching a binding 
settlement or compromise to conclude a Proceeding that requires either the Purchaser or such Seller to 
concede to an allocation different from that which is determined pursuant to this Section 3.l(c)Ciii), so 
long as (x) the Party with respect to whom the Proceeding relates promptly informs the other Party of the 
Proceeding to the extent it relates to the allocation, (y) in the course of such Proceeding, the relevant 
Party in good faith, initially defends and advocates in a manner consistent with the allocation determined 
pursuant to this Section 3.l(c)(iii) and (z) each Party reasonably cooperates with the other in the good 
faith defense of the allocation determined pursuant to this Section 3.l(c)(iii). 

3.2 Pro rations. 

(a) Generally, all operating income and operating expenses of the Sellers shall be 
adjusted and allocated between the parties to the extent necessary to reflect the principle that all such 
income and expenses attributable to the operation of the Businesses on or before the Closing Date shall 
be for the account of the Sellers, and all income and expenses attributable to the operation of the 
Businesses after the Closing Date shall be for the account of the Purchaser. Prorations under this 
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Section 3.2 will be made separately for each Seller, and no later than five (5) Business Days prior to the 
Closing, the Sellers shall provide the Purchaser with an itemized list of all sums to be credited or charged 
(the "Proration Amounts") against the account of the Purchaser, on the one hand, and of each Seller, on 
the other hand, with a brief explanation in reasonable detail of the credits or charges, consistent with 
Exhibit J (the "Closing Proration List"). At Closing, the Purchase Price shall be increased to the extent 
any Proration Amounts result in a credit to the account of the Sellers or a charge to the account of the 
Purchaser and decreased to the extent any Proration Amounts result in a credit to the account of the 
Purchaser or a charge to the account of the Sellers. 

(b) The allocations and prorations to be made pursuant to this Section 3.2 shall be 
computed in a manner consistent with the assumptions, categories, classifications, judgments and 
allocation, valuation and estimation methodologies set forth on Exhibit J. To the extent not inconsistent 
with the express provisions of this Agreement, the allocations made pursuant to this Section 3 .2 shall be 
made in accordance with GAAP. Such prorations shall include all (i) ad valorem and other property 
taxes, (ii) assessments, (iii) utility expenses, (iv) liabilities and obligations under the Assumed Contracts, 
(v) rents, (vi) deferred revenue and prepayments, (vii) customer deposits and advances in aid of 
construction, and (viii) all other expenses and obligations attributable to the ownership and operation of 
the Businesses that straddle the period before and after the Closing Date. To the extent not known within 
the time period contemplated in subsection (a) above, real estate and personal property Taxes will be 
estimated and apportioned on the basis of Taxes assessed in the most recent available bill. 

( c) Within sixty ( 60) days following the Closing Date, or such later date as shall be 
mutually agreed to by the Sellers and the Purchaser, the Purchaser shall prepare and deliver to the Sellers 
a proposed final version of the Closing Proration List (the "Final Proration List"). The Final Proration 
List shall become final and binding upon the Parties 30 days following delivery thereof (the "Review 
Period''), unless a Seller gives written notice of its disagreement with the Final Proration List (the 
"Notice of Disagreement") to the Purchaser prior to end of the Review Period. The Notice of 
Disagreement shall specify in reasonable detail the nature of any disagreement so asserted, indicating 
each disputed item, together with the amount thereof, and the basis for such Seller's disagreement 
therewith. If a Notice of Disagreement is given to the Purchaser prior to the expiration of the Review 
Period, then the Final Proration List (as revised in accordance with clause (i) or (ii) below) shall become 
final and binding upon the parties on the earlier of (i) the date the Purchaser and the applicable Seller 
resolve in writing any differences they have with respect to the matters specified in the Notice of 
Disagreement or (ii) the date any disputed matters are finally resolved in writing by the Arbitrator. 
Within 15 days after the Final Proration List becomes final and binding on the Parties pursuant to the 
preceding sentence, the Parties shall compute an adjusted Purchase Price pursuant to subsection (a) using 
the Final Proration List in lieu of the Closing Proration List and (x) if the adjusted Purchase Price is 
greater than the Purchase Price computed pursuant to subsection (a) at the Closing, the Purchaser shall 
pay the difference to the Sellers or (y) if the adjusted Purchase Price is less than the Purchase Price 
computed pursuant to subsection (a) at the Closing, the Sellers shall pay the difference to the Purchaser. 
If a Seller disagrees with the Final Proration List determined by the Purchaser or with any other matter 
arising out of this subsection, and the Purchaser and the Seller cannot within 30 days resolve the 
disagreement themselves, the parties will refer the disagreement to the Arbitrator, whose decision shall 
be final. Each party shall have an additional 30 days from the end of the prior 30 day period to submit 
their respective positions and any relevant supporting materials. Each of the Sellers, on the one hand, 
and the Purchaser, on the other hand, shall pay one-half of the fees and expenses of the Arbitrator. 

ARTICLE IV -REPRESENTATIONS AND WARRANTIES OF THE SELLERS 

Parent and each Seller hereby represents and warrants to the Purchaser as follows: 
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4.1 Organization, Qualification and Good Standing. 

(a) Each Seller is duly organized, validly existing and in good standing, as applicable, under 
the laws of its jurisdiction of organization with full corporate or limited liability company power and 
authority to own, lease or use all of the property owned, leased or operated in connection with the 
conduct of its respective Business and to carry on the operations of its respective Businesses as currently 
being conducted. Each Seller is duly qualified to do business and is in good standing, as applicable, in 
each jurisdiction in which the nature of the business conducted by it or property owned by it makes such 
qualification necessary, except where the failure to be so qualified or in good standing, as applicable, 
would not have a Material Adverse Effect. 

(b) The Sellers have delivered to the Purchaser copies of the organizational documents of 
each of the Sellers. Since November 19, 2010, the Sellers have not conducted business under or 
otherwise used, for any purpose or in any jurisdiction, any legal, fictitious, assumed, or trade name other 
than the names listed in Section 4.1 of the Sellers' Disclosure Schedule. 

4.2 Enforceability; Authority. 

All corporate or limited liability company action on the part of each Seller necessary for the 
authorization, execution, delivery and performance of this Agreement and the other Transaction 
Documents to which such Seller is or will be a party has been taken. This Agreement has been, and each 
of the other Transaction Documents to which each Seller is a party at the Closing will have been, duly 
executed and delivered by such Seller, and this Agreement is, and each of the other Transaction 
Documents to which such Seller is or will be a party will be (assuming the due authorization, execution 
and delivery by the other parties hereto and thereto) at the Closing, a legal, valid and binding obligation 
of such Seller, enforceable against such Seller in accordance with its terms, except to the extent that 
enforceability hereof may be limited by applicable bankruptcy, insolvency, reorganization or other 
similar laws affecting the enforcement of creditors' rights generally and by the principles of equity 
regarding the availability of remedies. 

4.3 Subsidiaries. 

The Sellers do not own, directly or indirectly, any capital stock or other ownership interests, or 
have any obligations to acquire any capital stock or other ownership interests or make any investment, in 
any corporation, partnership, joint venture or other Person. 

4.4 No Violations; Consents. 

The execution and delivery of this Agreement and the other Transaction Documents by the 
Sellers do not, and the performance by the Sellers of their obligations under this Agreement and the other 
Transaction Documents and the consummation of the transactions contemplated hereby will not: 
(i) conflict with or violate any provision of the organizational documents of the Sellers; (ii) subject to 
receipt of the State PUC Consents, contravene, breach, or violate or give any Governmental Authority the 
right to challenge any transaction contemplated hereby, or to exercise any remedy or obtain any relief 
under, any applicable Law or any Order to which any Seller, or any Assets used in the conduct of any 
Business, are subject; (iii) subject to receipt of the State PUC Consents, contravene, breach, violate, 
result in the loss of any benefit to which the Businesses are entitled under, or give any Governmental 
Authority the right to revoke, suspend, cancel, terminate, or modify, any Permit that relates to the 
Businesses or to the Assets owned or used by the Sellers; or (iv) breach, conflict with or constitute a 
default (or an event that with notice or lapse of time or both would become a default) under, result in 
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creation of any Lien (other than a Permitted Lien) upon any Assets of the Sellers under, any Contract to 
which a Seller is a party or by which any Assets of the Sellers are bound. Except as set forth in 
Section 4.4(a) of the Sellers' Disclosure Schedule and subject to receipt of the State PUC Consents, no 
Seller is or shall be required to give notice to, or obtain any consent or approval from, any Person in 
connection with the execution and delivery of this Agreement or the consummation of the transactions 
contemplated hereby. 

4.5 Compliance with Laws; Permits. 

(a) To Sellers' Knowledge, each Seller is in compliance with all Laws applicable to such 
Seller or to the conduct of the Businesses or the ownership or use of any of the Assets. Sellers have not, 
since November 19, 2010, received any written notice regarding any actual or alleged violation of, or 
failure to comply with, any Law. 

(b) Section 4.5(b) of the Sellers' Disclosure Schedule contains a complete and accurate 
list of each material Permit that is held by any Seller in connection with the Businesses. To the 
Knowledge of Sellers, each Permit listed in Section 4.5(b) of the Sellers' Disclosure Schedule is valid 
and full force and effect. Except as set forth in Section 4.5Cb) of the Sellers' Disclosure Schedule: 

(i) Such Seller is in material compliance with all of the terms and requirements of 
each of its Pennits identified in Section 4.5(b) of the Sellers' Disclosure Schedule; 

(ii) To the Knowledge of the Sellers, no event has occurred or circumstance exists 
that (with or without notice or lapse of time) (A) constitutes or results, or would reasonably be expected 
to constitute or result, in a material violation of, or failure to, comply with any term or requirement of 
any Permit listed in Section 4.5(b) of the Sellers' Disclosure Schedule, or (B) results or would reasonably 
be expected to result in the revocation, withdrawal, suspension, cancellation or termination of, or any 
modification to, any such Permit; and 

(iii) None of the Sellers has received, since November 19, 2010, any written notice 
from any Governmental Authority regarding any (A) actual or alleged violation of or failure to comply in 
any material respect with any term or requirement of any Permit set forth in Section 4.5(b) of the Sellers' 
Disclosure Schedule, or (B) revocation, withdrawal, suspension, cancellation, termination of or 
modification to any such Permit. 

(c) All Certificates of Convenience and Necessity and similar franchises (collectively, 
"CCNs") issued in connection with any Business have, to the Knowledge of the Sellers, been validly and 
appropriately granted, and are in full force and effect, free and clear of all Liens. True and complete 
copies of all CCNs have been delivered to the Purchaser. 

(d) The Permits listed in Section 4.5Cd) of the Sellers' Disclosure Schedule collectively 
constitute all material Permits necessary to permit the Sellers to lawfully own or use its assets and 
properties, and to operate the Businesses in the Ordinary Course of Business. Sellers make no 
representation or warranty to the Purchaser as to whether it may use or take assignment of any Permit, or 
as to Permits it may be required to obtain to operate the Businesses. 

4.6 Legal Proceedings; Orders. 

(a) Except as set forth in Section 4.6Ca) of the Sellers' Disclosure Schedule, there is no 
pending or, to the Sellers' Knowledge, threatened Proceeding by or against or involving, such Seller or 
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any of its officers, directors, employees, agents or members in their capacity as such, in any such case 
related to any Business or Asset, including but not limited to condemnation or eminent domain; and 

(b) As of the date of this Agreement, there is no Proceeding pending, or, to the Sellers' 
Knowledge, threatened, that challenges, or that would reasonably be expected to have the effect of 
preventing, materially delaying, making illegal or otherwise materially interfering with, any transaction 
contemplated by this Agreement. 

(c) Except as set forth in Section 4.6(c) of the Sellers' Disclosure Schedule, there is no 
Order to which any Seller, Business or Asset is subject. 

(d) Except as set forth in Section 4.6(d) of the Sellers' Disclosure Schedule: 

(i) Each Seller is in compliance in all material respects with all of the terms and 
requirements of each Order concerning any Business or Asset; 

(ii) To Sellers' Knowledge, no event has occurred or circumstance exists that is 
reasonably likely to constitute or result in a material violation of or failure to comply in any material 
respect with any term or requirement of any such Order; and 

(iii) Such Seller has not received, since November 19, 2010, any written notice or 
other communication from any Governmental Authority regarding any actual or alleged material 
violation of, or failure to comply in any material respect with, any term or requirement of any such Order. 

4.7 Financial Statements/Books and Records. 

(a) Set forth in Section 4.7 of the Sellers' Disclosure Schedule are: (i) a summary 
balance sheet based upon excerpts from the Sellers' audited balance sheet as of December 31, 2015 (the 
"Balance Sheet"), selected so as to provide complete and accurate balance sheet(s) with respect to the 
Businesses; (ii) statements of income for the Businesses for the fiscal years ended December 31, 2015 
and December 31, 2014; (iii) a summary balance sheet based upon selected excerpts from Sellers' 
unaudited balance sheet as of June 30, 2016 (the "Interim Balance Sheet"), selected so as to provide 
complete and accurate balance sheet(s) with respect to the Businesses; and (iv) statements of income for 
the Businesses for the six-month period ended June 30, 2016. To the Sellers' Knowledge, such financial 
statements fairly present in all material respects the results of operations of the Businesses at the 
respective dates of and for the periods referred to in such financial statements, all in accordance with 
GAAP. The financial statements referred to in this Section 4.7 reflect the consistent application of such 
accounting principles throughout the periods involved, except as disclosed in the notes to such financial 
statements. The financial statements have been and will be prepared from and are in accordance with the 
accounting Records of the Sellers. Except as and to the extent adequately accrued or reserved against in 
the Interim Balance Sheet, such Seller does not have any liability or obligation of any nature arising out 
of, relating to or affecting the Businesses, whether accrued, absolute, contingent or otherwise, and 
required by GAAP to be reflected in a balance sheet of the Businesses or disclosed in the notes thereto, 
except for (a) liabilities and obligations incurred in the Ordinary Course of Business since the date of the 
Interim Balance Sheet, or (b) that are disclosed in this Agreement or in the Sellers' Disclosure Schedules. 

(b) Copies of the Selected Business Records have been provided to the Purchaser prior to 
the date of this Agreement. The Selected Business Records are complete and correct in all material 
respects, and represent actual, bona fide transactions, and have been maintained in accordance with 
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sound business practices in all material respects, including the maintenance of an adequate system of 
internal controls. 

4.8 Absence of Certain Changes or Events. 

Since December 31, 2015 (a) the Sellers have conducted the Businesses only in the Ordinary 
Course of Business; (b) there has not been any change, event or development that, individually or in the 
aggregate, has had or would reasonably be likely to have a Material Adverse Effect; ( c) none of the 
Businesses nor the Assets have suffered any loss, damage, destruction or other casualty affecting any 
material properties or assets thereof or included therein, whether or not covered by insurance; and ( d) no 
Seller has taken any of the following actions, except as set forth in Section 4.8 of the Sellers' Disclosure 
Schedule: 

(a) issued, sold, pledged, disposed of or otherwise subjected to any Lien any material 
Asset, other than the disposition of used or obsolete Personal Property in the Ordinary Course of 
Business; 

(b) incurred any Debt; 

( c) amended, waived, modified or consented to the termination of any Material Contract, 
or amended, waived, modified or consented to the termination of such Seller's rights thereunder, or 
entered into any Contract in connection with any Business or the Asset, in each case, other than in the 
Ordinary Course of Business; 

( d) authorized, or made any commitment with respect to, any single capital expenditure 
for any Business that is in excess of $15,250 or capital expenditures that are, in the aggregate, in excess 
of $35,000 for the Businesses taken as a whole for which the Businesses will be obligated following the 
Closing; 

(e) acquired any corporation, partnership, limited liability company, other business 
organization or division thereof or any material amount of assets comprising a business, or entered into 
any joint venture, strategic alliance, exclusive dealing, noncompetition or similar Contract; 

(f) entered into any lease of real or personal property or any extensions or renewals 
thereof in connection with the Businesses; 

(g) increased the compensation payable or to become payable or the benefits provided to 
any Business Employee, or granted any severance or termination payment to, or paid, loaned or advanced 
any amount to, any Business Employee, or established, adopted, entered into or amended any Employee 
Plan, in each case other than in the Ordinary Course of Business; 

(h) entered into any Contract with any Related Party of any Seller in connection with or 
affecting the Businesses or the Assets; 

(i) made any change in any method of accounting or accounting practice or policy 
affecting the financial statements of the Businesses, except as required by GAAP; 

(j) made, revoked or modified any Tax election, settled or compromised any Tax liability 
or file any Tax Return relating to the Businesses other than on a basis consistent with past practice; 
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(k) canceled, compromised, waived or released any Right, other than in the Ordinary 
Course of Business; 

(1) permitted the lapse of any existing policy of insurance relating to any Business or the 
Asset; 

(m) pennitted the lapse of any material right relating to Seller Intellectual Property used in 
connection with the Businesses; 

(n) 
Liability; 

commenced or settled any Proceeding relating to any Business, Asset or the Assumed 

( o) knowingly taken any action that would require an amendment to any Pennit or other 
registration with a Governmental Authority that it has not amended or registered; or 

(p) cormnitted in writing to take any of the foregoing actions. 

4.9 Affiliate Interests and Transactions. 

(a) Except as set forth in Section 4.9(a) of the Sellers' Disclosure Schedule and to the 
Sellers' Knowledge, no Affiliate or, to the Sellers' Knowledge, no Related Party of a Seller: (i) owns, 
directly or indirectly, any equity or other financial or voting interest in any competitor, supplier, 
customer, licensor, lessor, distributor or independent contractor of the Businesses; (ii) owns, directly or 
indirectly, or has any interest in any property (real or personal, tangible or intangible) used in the 
Businesses (other than in the interests of the Sellers); (iii) has any financial interest in any transaction 
with the Businesses or with a Seller involving the Businesses or any of the Assets, other than transactions 
conducted in the Ordinary Course of Business at prevailing market prices and on prevailing market 
terms; or (iv) is a Business Employee. 

(b) Except for this Agreement and as set forth in Section 4.9(b) of the Sellers' Disclosure 
Schedule, there are no Contracts by and between any Seller, on the one hand, and any Affiliate, and to 
the Sellers' Knowledge, any Related Party of such Seller, on the other hand, pursuant to which such 
Related Party provides or receives any information, assets, properties, support or other services to or 
from the Businesses (including Contracts relating to billing, financial, Tax, accounting, data processing, 
human resources, administration, legal services, information technology and other corporate overhead 
matters ("Corporate Administrative Functions")). 

(c) Except as set forth in Section 4.9(c) of the Sellers' Disclosure Schedule or expressly 
contemplated by this Agreement, at Closing, there will be no intercompany payable or Receivables 
between any Seller and any Affiliate of a Seller, other than amounts owed to the Sellers by Affiliates of 
the Sellers for water and sewage services in the Ordinary Course of Business. 

4.10 Real Property. 

Except as set forth in Section 4.10 of the Sellers' Disclosure Schedule: 

(a) Section 4.lO(a) of the Sellers' Disclosure Schedule lists all Owned Real Property, 
including the street address and tax parcel identification number of each property. The Sellers have 
delivered to the Purchaser copies of all title insurance policies and surveys in the possession of the 
Sellers or Parent relating to the Owned Real Property. 
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(b) Section 4.lO(b) of the Sellers' Disclosure Schedule lists all Leased Real Property, 
including a description of the premises leased. All Leased Real Property is leased pursuant to valid 
written leases listed in Section 4.1 O(b) of the Sellers' Disclosure Schedule. Such leases contain the entire 
agreement between the landlord of each of the leased premises and such Seller, and there is no other 
Contract between the landlord and such Seller affecting such Leased Real Property. None of the Sellers 
leases any Real Property as a lessor or sub-lessor. 

(c) To the Knowledge of the Sellers, no fact or condition exists which would result in the 
termination of (i) the current access from each parcel of the Real Property, and (ii) continued use, 
operation, maintenance, repair and replacement of all existing water lines and appurtenances used in 
connection with the Water System and the Businesses. 

(d) To Sellers' Knowledge, if required for the use or occupancy thereof, certificates of 
occupancy are in full force and effect for each location of Real Property. To Sellers' Knowledge, the 
current use or occupancy of the Selected Real Property does not violate applicable zoning, building codes 
or other land use restrictions. The Sellers have not received, since November 19, 2010, any written 
notice that a location of Real Property materially violates any applicable zoning, subdivision, land use, or 
other Law. No Seller has entered into any Contract with a third party giving such third party a right to 
acquire any interest in the Owned Real Property or in such Seller's interests in the Leased Real Property 
that has not been terminated prior to the date of this Agreement. To Sellers' Knowledge, there is no 
existing or proposed plan to modify or realign any street or highway abutting a parcel of Real Property or 
any existing or proposed eminent domain Proceeding that would result in the taking of all or any part of 
any parcel of Real Property or that would prevent or materially hinder the continued use of any such 
parcel as used in the conduct of the Businesses. 

4.11 Material Contracts. 

(a) Set forth in Section4.ll(a) of the Sellers' Disclosure Schedule are, as of the date of 
this Agreement, all of the following contracts entered into by the Sellers or by which the Businesses or 
the Assets are subject or bound (collectively with the leases disclosed in Section 4.lO(b) of the Sellers' 
Disclosure Schedule and IP Contracts , the "Material Contracts"): 

(i) any Contract evidencing Debt of the Sellers or the Businesses; 

(ii) any Contract or series of related Contracts, whether or not made in the Ordinary 
Course of Business, that (A) involves a payment or receivable, as the case may be, in excess of $15 ,000 
during the 12 months ended December 31, 2015, or (B) by its terms requires the payment or receipt of 
more than $15,000 in a 12-month period ending after the date of this Agreement and, in either case, 
cannot be cancelled by such Seller without penalty or further payment and without less than 60 days' 
notice; 

(iii) any joint venture or partnership, merger, asset or stock purchase or divestiture 
Contract of the Sellers or any of their respective Affiliates relating to any Business or any Asset; 

(iv) any Contract with any Governmental Authority; 

(v) any Contract (excluding with the State PUC) that limits, or, to the Knowledge of 
the Sellers, purports to limit, the ability of a Seller or the Businesses to compete in any line of business or 
with any Person or to conduct the Businesses in Oregon or in any geographic area, or that restricts the 
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right of a Seller or the Business to sell to or purchase from any Person or to hire any Person or that grants 
to the other party or any third Person "most favored nation" status; 

(vi) any Contract pursuant to which a Seller is the lessee or lessor of, or holds, uses, 
or makes available for use to any Person, any tangible personal property and that involves an aggregate 
payment or receivable, as the case may be, in excess of$15,000 per year; 

(vii) any Contract for the sale or purchase of any real property in an amount in excess 
of $50,000 or for the sale or purchase of any tangible personal property in an amount in excess of 
$15,000; 

(viii) any Contract providing for indemnification to or from any Person with respect to 
liabilities relating to the Sellers, the Businesses or the Assets; 

(ix) any hedging, futures, options or other derivative Contract; 

(x) any Contract relating to settlement of any administrative or judicial Proceedings 
since November 19, 2010, other than rate cases; 

(xi) any Contract that results in any Person holding a power of attorney that relates to 
a Seller, the Businesses or the Assets; and 

(xii) any Contract with any labor union. 

(b) The Sellers have delivered to the Purchaser true and complete copies of all of the 
Material Contracts, including any amendments or modifications thereto. Each Material Contract is valid, 
binding and enforceable in accordance with its terms against the Sellers and, to the Sellers' Knowledge, 
each other party thereto, and to the Sellers' Knowledge is in full force and effect. Neither the Sellers nor, 
to the Knowledge of the Sellers, any other party, is in breach or violation of, or (with or without notice or 
lapse of time or both) default in any material respect under, any Material Contract, nor has the Seller 
received written notice of any claim of any such breach, violation or default. 

4.12 Insurance. 

Section 4.12 of the Sellers' Disclosure Schedule sets forth a true and complete list of all current 
policies or binders of fire, liability, product liability, umbrella liability, real and personal property, 
workers' compensation, vehicular, directors' and officers' liability, fiduciary liability and other casualty 
and property insurance maintained with respect to the Business and the Assets, together with the carriers 
and liability limits for each such policy (collectively, the "Insurance Policies"), and true and complete 
copies of all such Insurance Policies have been delivered to the Purchaser. All such Insurance Policies 
are in full force and effect. All premiums with respect thereto have been paid to the extent due. Neither 
Parent nor any Seller has received written notice of any cancellation, termination, material reduction of 
coverage or material premium increases with respect to any such policy. No claim currently is pending 
under any such policy. Section 4.12 of the Sellers' Disclosure Schedule identifies which insurance 
policies are "occurrence" or "claims made" and which Person is the policy holder. Sellers make no 
representation or warranty that relates to whether the Purchaser will receive any benefit under Sellers' or 
their Affiliates' Insurance Policies. 
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4.13 Title; Sufficiency of Assets. 

(a) Except as set forth in Section 4.13(a) of the Sellers' Disclosure Schedule, and 
subject to Permitted Liens, the Sellers own good and transferable title to or a valid leasehold interest in 
all of the Assets, free and clear of any Liens other than Permitted Liens. 

(b) At Closing, the Sellers shall have the power and right to sell, transfer, convey and 
assign the Assets. 

( c) Other than with respect to Corporate Administrative Functions, the Assets constitute 
all of the assets of the Sellers and their Affiliates, tangible and intangible, of any nature whatsoever, 
necessary to carry on the operations of the Businesses as currently being conducted. 

(d) To the Knowledge of the Sellers and subject to those matters set forth in Section 
4.13(d) of the Sellers' Disclosure Schedule, the Assets will continue to be available to Purchaser 
immediately after the Closing, in the same manner as currently available to Sellers, and no Seller has 
received any written notice of a third party threatening to take, any action that would in any way limit the 
Purchaser's access to, or interrupt the availability of, the Assets. No Person has any right to purchase 
any equity or other interest in any Seller or a material part of any Seller's Assets or the Businesses, which 
right could affect the Purchaser's right to purchase the Businesses and the Assets. 

4.14 Description of the Water System. 

(a) The Sellers have provided to the Purchaser a description or map of the water system 
operated in connection with the Businesses (the "Water System"), which description or map identifies all 
water mains used in the Water System to the Sellers' Knowledge. 

(b) The Sellers have provided to the Purchaser true and complete copies of all 
engineering reports relating to the Water System prepared for the Sellers on or after January 1, 2013. 

(c) Except as set forth in Section 4.14(c) of the Sellers' Disclosure Schedule, all water 
supply sources, pump stations and storage facilities, mains and service connections used in connection 
with the Water System are located on Owned Real Property in fee simple, on Leased Real Property, 
within the public rights-of-way, or within permanent easements of record either in favor of such Seller 
and generally assignable, or in the form of a general utility easement. 

4.15 Regulation as a Utility 

Each of CBW and RYW is regulated as a public utility in Oregon. Neither CBW nor RYW is 
subject to regulation as a public utility or public service company (or similar designation) by any other 
state in the United States, by the United States or any agency or instrumentality of the United States, or 
by any foreign country. Neither CBE or RYE is subject to regulation as a public utility or public service 
company (or similar designation) by any state in the United States, by the United States or any agency or 
instrumentality of the United States, or by any foreign country. 

4.16 Employee Benefit Plans. 

(a) Section 4.16(a) of the Sellers' Disclosure Schedules sets forth a complete and correct 
list of the names of all current Business Employees, specifying their position and description of the areas 
of responsibility with respect to the Businesses, and their salary, bonus and incentive entitlements, date 
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of hire and business location and identifying which Business Employees are currently receiving long­
term or short-term disability benefits or are absent from active employment on leave and their anticipated 
dates of return to active employment. 

(b) Except as set forth in Section 4.16(b) of the Sellers' Disclosure Schedule: 

(i) none of the Pension Plans is a Multiemployer Plan or a Pension Plan that is 
subject to either Title N ofERISA or Section 412 of the Code; 

(ii) to the Sellers' Knowledge, (A) each Employee Plan is operated in all material 
respects in accordance with its terms and the requirements of all applicable Laws, including ERISA, the 
Code, the Americans with Disabilities Act of 1990, the Family Medical Leave Act of 1993, the Health 
Insurance Portability and Accountability Act of 1996, the Patient Protection and Affordable Care Act, 
and the Health Care and Education Reconciliation Act of 2010, and (B) each Seller has performed in all 
materials respects all obligations required to be performed by it and is not in any material respect in 
default under or in violation under any Employee Plan, nor does the Seller have any Knowledge of any 
such material default or violation by any other party to any Employee Plan; 

(iii) each Pension Plan that is intended to be qualified under Section 40l(a) of the 
Code is the subject of a current favorable determination letter from the Internal Revenue Service or is in 
the form of a prototype or volume submitter plan document that is the subject of a favorable opinion or 
advisory letter, and, to the Knowledge of Sellers, nothing has occurred that would reasonably be 
expected to adversely affect the qualified status of any such Pension Plan; 

(iv) no Welfare Plan provides post-employment medical or life insurance benefits 
except (A) to the extent required by applicable Law, including Section 4980B of the Code, (B) benefits 
through the end of the month of termination of employment or service, ( C) death benefits attributable to 
deaths occurring at or prior to termination of employment or service, and (D) conversion rights; 

(v) each Welfare Plan that covers any Business Employee who is a resident of the 
United States and which is a "group health plan," as defined in Section 607(1) of ERISA, has been 
operated in material compliance with the provisions of Part 6 of Subtitle B of Title I of ERISA and 
Sections 4980B of the Code to the extent such provisions are applicable to such Welfare Plan; and 

(vi) except to the extent required by applicable Law, neither the execution, delivery 
or performance of this Agreement or the other Transaction Documents nor the consummation of the 
transactions contemplated hereby or thereby (either alone or in connection with any other event) will 
result in the acceleration or creation of any rights of any Business Employee under any Employee Plan 
(including the acceleration of the vesting or exercisability of any stock options, the acceleration of the 
vesting of any restricted stock, the acceleration of the accrual or vesting of any benefits under any 
Pension Plan or the acceleration or creation of any rights under any severance, parachute or change in 
control agreement) and/or give rise to the payment of any amount that could reasonably be expected to be 
a "parachute payment" under Section 280G of the Code. 

4.17 Labor and Employment Matters. 

(a) None of the Sellers nor any of their Affiliates is a party to any labor or collective 
bargaining Contract that pertains to any Business Employees. There are no, and since January 1, 2014 
there have been no, organizing activities or collective bargaining arrangements by Business Employees. 
There is no, and since January 1, 2014 there has been no, labor dispute, strike, controversy, slowdown, 
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work stoppage or lockout pending or, to the Knowledge of the Sellers, threatened against or affecting the 
Businesses or the Sellers in connection with the Businesses. 

(b) Each Seller or Seller Affiliate, as applicable, is and since January 1, 2014 has been in 
compliance in all material respects with all applicable Laws respecting employment, including 
discrimination or harassment in employment, equal opportunity, terms and conditions of employment, 
termination of employment, wages, overtime classification, hours, occupational safety and health, 
employee whistle-blowing, immigration, employee privacy, employment practices and classification of 
employees, consultants and independent contractors, in connection with the Businesses. To the 
Knowledge of the Sellers, such Seller or Seller Affiliate is not engaged in any unfair labor practice, as 
defined in the National Labor Relations Act or other applicable Laws, in connection with the Businesses. 
No unfair labor practice or labor charge or complaint is pending or, to the Knowledge of the Sellers, 
threatened with respect to the Businesses or such Seller in connection with the Businesses before the 
National Labor Relations Board, the Equal Employment Opportunity Commission or any other 
Governmental Authority. 

( c) Each Seller or Seller Affiliate, as applicable, has withheld and paid to the appropriate 
Governmental Authority or is holding for payment not yet due to such Governmental Authority all 
amounts required to be withheld from Business Employees and, to the Knowledge of the Sellers, is not 
liable for any arrears of wages, Taxes, penalties or other sums for failure to comply with any applicable 
Laws relating to the employment of labor in connection with the Businesses. Such Seller or Seller 
Affiliate, as applicable, has paid in full to all Business Employees or adequately accrued in accordance 
with GAAP for all wages, salaries, commissions, bonuses, benefits and other compensation due to or on 
behalf thereof. 

( d) Each Seller or Seller Affiliate, as applicable, is not a party to, or otherwise bound by, 
any consent decree with, or citation by, any Governmental Authority relating to or affecting Business 
Employees or employment practices in connection with the Businesses. None of the Sellers, their 
Affiliate, nor, to the Knowledge of the Sellers, any of its executive officers has received since 
November 19, 2010 any written notice of intent by any Governmental Authority responsible for the 
enforcement of labor or employment Laws to conduct an investigation relating to the Businesses and, to 
the Knowledge of the Sellers, no such investigation is in progress. As of the date of this Agreement, to 
the Knowledge of the Sellers, no current Business Employee has provided written notice of the 
employee's intention to terminate the employee's employment relationship with the Businesses following 
the consummation of the transactions contemplated hereby. 

4.18 Intellectual Property; Systems. 

Section 4.18 of the Sellers' Disclosure Schedules sets foiih a complete and correct list of all 
registered Intellectual Property and material unregistered Marks and Copyrights owned by the Sellers and 
included in the Seller Intellectual Property, including any pending applications to register any of the 
foregoing. Such Seller exclusively owns, free and clear of any and all Liens, all Seller Intellectual 
Property identified in Section 4.18 of the Sellers' Disclosure Schedules. Section 4.18 of the Sellers' 
Disclosure Schedule sets forth each Contract by which any Seller licenses Intellectual Property, other 
than with respect to commercially available software products under standard end-user object code, 
"shrink wrap" or "check through" license agreements ("IP Contracts"). To the Sellers' Knowledge, no 
product or service marketed or sold by the Businesses violates any license or infringes on any Intellectual 
Property rights of any other Person. Since November 19, 2010, no Seller has received written notice 
alleging that it has violated or, by conducting its Business, would violate any of the patents, trademarks, 
service marks, trade names, copyrights, trade secrets, mask works or other proprietary rights or processes 
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of any other Person. To the Sellers' Knowledge, each Seller has obtained and possesses valid licenses to 
use all of the software programs present on the computers and other software-enabled electronic devices 
that it owns or leases or that it has otherwise provided to its employees for their use in connection with 
the Businesses. Each Seller has taken reasonable and customary measures consistent with generally 
accepted industry practices to safeguard and protect from unauthorized use and disclosure all Data in its 
possession or under its control, and since January 1, 2014 there have been no security breaches or 
unauthorized uses or disclosures with respect to any such Data. 

4.19 Customers and Suppliers. 

Section 4.19 of the Sellers' Disclosure Schedule lists for the first fiscal quarter of the current 
fiscal year and the most completed fiscal year the names of the respective customers that were the top 
twenty (20) largest customers in terms of dollar value of products or services, or both, sold by the 
Businesses ("Major Customers"). Section 4.19 of the Sellers' Disclosure Schedule also lists for each 
such period, the names of the respective suppliers that were the top five (5) largest suppliers in terms of 
dollar value of products or services, or both, to the Businesses ("Major Suppliers"). Since January 1, 
2015 until the date of this Agreement, no Major Customer or Major Supplier has given any Seller or any 
Affiliate of any Seller written notice of such Person's intent to terminate or cancel any Contract with the 
Businesses. 

4.20 Environmental Matters. 

Except as set forth in Section 4.20 of the Sellers' Disclosure Schedule or disclosed in any 
environmental assessment obtained by or on behalf of, or delivered to, Purchaser: 

(a) To the Knowledge of the Sellers, the Sellers and the Businesses have since January 1, 
2011 complied with all applicable Environmental Laws in all material respects. 

(b) None of the Sellers nor any other Person for whose conduct any of them is or would 
be held responsible has received since January 1, 2011 any Order or written notice that it is or asserts that 
it is or may be in violation of or has failed to comply with any applicable Environmental Law in any 
material respect, which either remains pending or unresolved, or is the source of an ongoing or 
unresolved Environmental, Health, and Safety Liability as of the Closing Date. 

(c) There are no pending, or to the Knowledge of the Sellers, threatened Proceedings 
resulting from any Environmental, Health, and Safety Liability, with respect to or affecting the 
Businesses or any of the Assets. 

( d) To the Knowledge of Sellers, there is no ongoing or unresolved Environmental, 
Health, and Safety Liability with respect to or affecting the Businesses or any of the Assets, other than 
liabilities incurred in the Ordinary Course of Business. 

( e) To the Knowledge of Sellers, there have been no Releases on, in, at, from or under the 
Real Property attributable to (i) the operation of the Businesses or (ii) any geographically adjoining 
property ("Adjoining Property"), which could reasonably be expected to result in an Environmental, 
Health, and Safety Liability against any Seller, the Businesses or the Real Property. None of the Sellers 
nor, to the Knowledge of the Sellers, any other Person for whose conduct any of them is or would be held 
responsible has permitted or conducted, or is aware of, any activity conducted with respect to the Assets 
which could reasonably be expected to result in an Environmental, Health, and Safety Liability against 
any Seller, the Businesses or the Real Property. 
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(f) To the Knowledge of Sellers, none of the Real Property contains any (i) above-ground 
or underground storage tanks or (ii) landfills, surface impoundments, or disposal areas. 

(g) Without representation as to the accuracy or completeness, Sellers have delivered to 
the Purchaser copies of all reports, studies, analyses, or tests initiated by or on behalf of or in the 
possession of such Seller pertaining to the environmental condition of, Hazardous Material or Hazardous 
Activity in, on, or under, the Real Property, or concerning compliance by the Businesses or the Sellers or 
any other Person for whose conduct any of them is or could be held responsible, with Environmental 
Laws. 

(h) To the Knowledge of Sellers, such Seller is and has been for the past three (3) years 
in compliance with all applicable federal and state primary drinking water standards and secondary 
drinking water standards, and all applicable Laws pertaining to the wastewater treatment and discharge. 

The Sellers mal(e no other representation or warranty with respect to compliance with or 
knowledge of violation, or events or circumstances which could with the passage of time result in a 
violation, of Environmental Laws other than under this Section 4.20. 

4.21 Taxes 

(a) Such Seller has prepared and filed with the appropriate domestic, federal, state, local 
and foreign taxing authorities all Tax Returns required to be filed by such Seller with respect to the 
Businesses and the Assets, and has paid all Taxes attributable to the Businesses and the Assets owed or 
payable by it, including Taxes which such Seller is obligated to withhold, the nonpayment of which 
would result in Lien (other than a Permitted Lien) on any Asset, or would result in the Purchaser 
becoming liable or responsible therefor. Such Seller does not have a liability for unpaid Taxes 
attributable to the Businesses or the Assets, other than liabilities for (i) Taxes reflected as current 
liabilities in its Interim Balance Sheet that are not yet delinquent or being validly contested by such 
Seller and (ii) Taxes incurred since the date of its Interim Balance Sheet in the Ordinary Course of 
Business, that are not delinquent or being validly contested by such Seller. 

(b) All Tax Returns filed by such Seller with respect to the Businesses and the Assets are 
true and correct in all material respects and include all statements and other information required to avoid 
penalties or additions to Tax. 

(c) Neither the Sellers nor the Businesses are currently the subject of a Tax audit, or to 
the Knowledge of the Sellers, a Tax examination or investigation. Such Seller has not consented to 
extend the time, nor is it the beneficiary of any extension of time, in which any Tax is due to be assessed 
or collected by any Taxing authority. Such Seller has not received from any taxing authority any written 
notice of proposed adjustment, deficiency, underpayment of Taxes which has not been satisfied in full by 
payment or been withdrawn. 

( d) To the Knowledge of the Sellers, no claim has been made by any Taxing authority in 
a jurisdiction where such Seller does not file Tax Returns that such Seller or the Businesses or the Assets 
are or may be subject to taxation by that jurisdiction. 

(e) Such Seller is not a party to, is bound by, or has any obligation under, any Tax 
sharing agreement, Tax allocation agreement, Tax indemnity agreement or similar Contract (other than 
commercial Contracts not primarily related to Taxes). 
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4.22 Sanctions. 

Each of Parent, each Seller and any Related Party is in compliance with all anti-money 
laundering Laws related to the prevention of money laundering and terrorist financing in the jurisdictions 
in which Parent, such Seller or the Businesses operate. Such Seller is not a Person that is, or is owned or 
controlled by Persons that are: (i) the subject of any sanctions administered or enforced by the U.S. 
Department of the Treasury's Office of Foreign Assets Control, the U.S. Department of State, the United 
Nations Security Council, the European Union, Her Majesty's Treasury, or other relevant sanctions 
authority (collectively, "Sanctions") or (ii) located, organized or resident in a country or territory that is, 
or whose government is, the subject of Sanctions. None of the transactions contemplated by this 
Agreement will violate Sanctions applicable to any Seller. None of Parent, the Sellers, or any Related 
Party is a senior political control figure, an hmnediate Family member of a senior political control figure, 
or a close associate of a senior political control figure. None of Parent, the Sellers or any Related Party 
is a shell bank. 

4.23 Ethical Business Practices. 

None of the Sellers nor any of their respective directors, officers, employees or Related Parties 
nor, to the Knowledge of the Sellers, any agents or other Persons acting on behalf of any of the 
foregoing, directly or indirectly in relation to the Assets or the Businesses, has: 

(a) violated or is in violation of applicable anti-corruption laws, or 

(b) made, offered or promised to make, or authorized the payment or giving of money, or 
anything else of value, to any (i) executive, official, employee or person acting in an official capacity for 
or on behalf of a Governmental Authority or a government-controlled entity or a public international 
organization (e.g., the International Monetary Fund or the World Bank), or (ii) political party or official 
thereof, or candidate for political office (each of the foregoing a "Government Officiaf'), or (iii) any 
other person, while knowing or believing that all or some portion of the money or value will be offered, 
given or promised to a Government Official or other Person for the purposes of obtaining or retaining 
business or securing any improper advantage or in other circumstances when such offer, payment or 
promise would be unlawful (each a "Prohibited Payment"), or 

(c) been subject to any investigation by any Governmental Authority or body of 
regulators with regard to any actual or alleged breach of any relevant anti-corruption law. 

4.24 Brokers' Fees. 

No investment banker, broker, finder, consultant or intermediary is entitled to any investment 
banking, broker, finder's or similar fee or commission in connection with this Agreement or the 
transactions contemplated hereby based upon arrangements made by or on behalf of the Sellers. 

4.25 No Other Representations. 

The Sellers make no representation or warranty with respect to the Sellers or the Businesses or 
the Assets except as specifically set forth in this Agreement, including not making any representation or 
warranty with respect to information delivered to, or to presentations to, the Purchaser in connection with 
due diligence or otherwise. 
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EXCEPT AS EXPRESSLY SET FORTH IN THIS ARTICLE IV, THE SELLERS MAKE NO 
REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, AT LAW OR IN EQUITY, IN 
RESPECT OF ANY ASSETS, LIABILITIES OR OPERATIONS, INCLUDING WITH RESPECT TO 
CONDITION, MERCHANTABILITY, USAGE, SUITABILITY OR FITNESS FOR ANY 
PARTICULAR PURPOSE, OR ANY FINANCIAL PROJECTIONS OR FORECASTS, AND ALL 
SUCH OTHER REPRESENTATIONS AND WARRANTIES ARE HEREBY EXPRESSLY 
DISCLAIMED. 

ARTICLE V - REPRESENTATIONS AND WARRANTIES OF THE PURCHASER 

The Purchaser represents and warrants to the Sellers that: 

5.1 Organization, Qualification and Corporate Power. 

The Purchaser is duly organized, validly existing, and in good standing, as applicable, under the 
laws of the jurisdiction of its organization. The Purchaser is duly qualified to do business and is in good 
standing, as applicable, in each jurisdiction in which the nature of the business conducted by it or 
property owned by it makes such qualification necessary, except where the failure to be so qualified or in 
good standing, as applicable, would not have a material adverse effect on their ability to consummate the 
transactions contemplated by this Agreement. 

5.2 Enforceability. 

All corporate action on the part of the Purchaser necessary for the authorization, execution, 
delivery and perfonnance of this Agreement and the other Transaction Documents to which the 
Purchaser is or will be a party is or will be a party has been taken. This Agreement has been, and each of 
the other Transaction Documents to which the Purchaser is a party at the Closing will have been, duly 
executed and delivered by the Purchaser, and this Agreement is, and each of the other Transaction 
Documents to which the Purchaser is or will be a party will be (assuming the due authorization, 
execution and delivery by the other parties hereto and thereto) at the Closing a legal, valid and binding 
obligation of the Purchaser, enforceable against the Purchaser in accordance with its terms, except to the 
extent that enforceability hereof may be limited by applicable bankruptcy, insolvency, reorganization or 
other similar laws affecting the enforcement of creditors' rights generally and by the principles of equity 
regarding the availability of remedies. 

5.3 No Violations; Consents. 

(a) The execution and delivery of this Agreement and the other Transaction Documents 
by the Purchaser does not, and the perfonnance by the Purchaser of its obligations under this Agreement 
and the other Transaction Documents will not: (i) conflict with or violate any provision of the governing 
documents of the Purchaser, (ii) conflict with or constitute a default (or an event that with notice or lapse 
of time or both would become a default) under, or result in creation of any Lien upon any properties or 
assets of the Purchaser under, any contract or agreement to which the Purchaser is a party or by which 
any material properties or assets of the Purchaser is bound, or (iii) subject to the State PUC Consents, 
result in a material violation of any law or any judgment, decree, order, regulation or rule of any court or 
other Governmental Authority applicable to the Purchaser. 

(b) The execution and delivery of this Agreement and the other Transaction Documents 
by the Purchaser does not, and the performance of this Agreement and the other Transaction Documents 
by the Purchaser of its obligations hereunder and thereunder and consummation of the transactions 
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contemplated thereby will not, require any consent, approval, authorization or permit of, or filing by the 
Purchaser with or notification by the Purchaser to, any Governmental Authority, except for: (i) the 
consent or approval of or notice to any Governmental Authority listed in Section 5.3(b) of the Sellers' 
Disclosure Schedules; and (ii) notice filings that are not material to the Purchaser. 

5.4 Funds. 

The Purchaser has (and at Closing will have) sufficient immediately available unrestricted funds 
to pay when due the Purchase Price and to otherwise satisfy its financial obligations hereunder on and 
after the Closing Date. 

5.5 Brokers' Fees. 

No investment banker, broker, finder, consultant or intermediary is entitled to any investment 
banking, broker, finder's, or similar fee or commission in connection with this Agreement or the 
transactions contemplated hereby based upon arrangements made by or on behalf of the Purchaser. 

5.6 Litigation. 

No claim, action, suit, arbitration or proceeding is pending or, to the Purchaser's knowledge, 
threatened against the Purchaser, that questions the validity of this Agreement or any of the Transaction 
Documents to which the Purchaser is a party or any action taken or to be taken by the Purchaser 
hereunder or thereunder, and the Purchaser is not subject to any order, writ, judgment, injunction, decree, 
determination or award that prohibits or restricts any action taken or to be taken by it pursuant to this 
Agreement or any such Transaction Document. 

5.7 Independent Investigation 

The Purchaser has conducted an independent investigation of the Businesses and the Assets and, 
in making its determination to proceed with the transactions contemplated by this Agreement, the 
Purchaser has relied solely on the results of such investigation and on the representations and warranties 
of the Sellers expressly set forth in Article IV of this Agreement, including the Sellers' Disclosure 
Schedule. The Purchaser acknowledges, understands and agrees that the documents and information 
related to the Businesses and the Assets delivered to the Purchaser by the Sellers and their 
Representatives may have been prepared by parties other than the Sellers and that the Sellers make no 
representation or warranty whatsoever, express or implied, as to the completeness, content or accuracy of 
the documents and information. The Purchaser disclaims any reliance upon any statements or 
representations made or not made by the Sellers or their Representatives, except as expressly provided in 
this Agreement. 

ARTICLE VI - CONDITIONS TO THE CLOSINGS 

6.1 Conditions Precedent to the Obligations of the Purchaser. 

The Purchaser's obligations to take the actions required pursuant to this Agreement to be taken 
by the Purchaser at the Closing are subject to the satisfaction, at or prior to the Closing, of each of the 
following conditions (any of which may be waived by the Purchaser in whole or in part): 
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(a) Representations and Warranties. 

(i) Subject to Section 6.l(a)(ii), each of representations and warranties 
made by the Sellers in this Agreement will have been accurate in all material respects as of the date of 
this Agreement and will be accurate in all material respects as of the Closing Date as if then made 
(except to the extent that any such representation and warranty expressly speaks as of a particular date, in 
which case such representation and warranty shall be true and correct in all material respects as of such 
date). 

(ii) Each of the representations and warranties in Sections 4.1 (Organization, 
Qualification and Good Standing), 4.2 (Enforceability; Authority), 4.22 (Sanctions), 4.23 (Ethical 
Business Practices) and 4.24 (Brokers' Fees) and each of the representations and warranties in this 
Agreement that contains an express materiality qualification, will have been accurate in all respects as of 
the date of this Agreement and will be accurate in all respects as of the Closing Date as if then made 
(except to the extent that any such representation and warranty expressly speaks as of a particular date, in 
which case such representation and warranty shall be true and correct in all respects as of such date). 

(b) Covenants. The covenants and obligations that the Sellers are required to perform or 
to comply with pursuant to this Agreement at or prior to the Closing will have been duly performed and 
complied with in all material respects. 

(c) Consents and Other Ancillarv Documents. Each of the consents or waivers set forth 
on Section 6. l(c) of the Seller's Disclosure Schedule (the "Material Consents") and each of the Other 
Ancillary Documents will have been obtained in form and substance reasonably satisfactory to the 
Purchaser and will be in full force and effect. Copies of the Material Consents and Other Ancillary 
Documents will have been delivered to the Purchaser at or prior to the Closing. 

(d) No Governmental Action. No Governmental Authority having jurisdiction over the 
Sellers or the Purchaser shall have issued an Order or commenced any Proceeding enjoining or otherwise 
prohibiting consummation of the Purchase on the substantially the same terms contemplated by this 
Agreement. 

(e) No Material Adverse Change. Since the date of this Agreement, the Businesses, taken 
as a whole, shall not have suffered any Material Adverse Change. 
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(g) Title. The Purchaser shall have received (or the Title Company shall have committed 
to deliver) one or more ALTA 2006 Standard Owner's Policy(s) of title insurance for the Owned Real 
Property. 

(h) Closing Deliveries. Each of the items to be delivered pursuant to Section 2.8. l shall 
have been delivered (or tendered subject only to the Closing) to the Purchaser. 

(i) Operator. Bob McDaniel or another individual with an appropriate Grade III 
Treatment license shall be included as a Transferred Employee. 

6.2 Conditions Precedent to the Obligations of the Sellers. 

The Sellers' obligations to take the actions required pursuant to this Agreement to be taken by 
the Sellers at the Closing are subject to the satisfaction, at or prior to the Closing, of each of the 
following conditions (any of which may be waived by the Sellers in whole or in part): 

(a) Representations and Warranties. All of the Purchaser's representations and 
warranties in this Agreement shall have been accurate in all material respects as of the date of this 
Agreement and shall be accurate in all material respects as of the time of the Closing as if then made 
(except to the extent that any such representation and warranty expressly speaks as of a particular date, in 
which case such representation and warranty shall be trne and c01Tect in all material respects as of such 
date). 

(b) Covenants. All of the covenants and obligations that the Purchaser is required to 
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perform or to comply with pursuant to this Agreement at or prior to the Closing shall have been 
performed and complied with in all material respects at and as of the Closing. 

(c) No Governmental Action. No Governmental Authority having jurisdiction over 
the Sellers or the Purchaser shall have issued an Order or commenced any Proceeding enjoining or 
otherwise prohibiting consummation of the Purchase on the substantially the same terms contemplated by 
this Agreement. 

( d) Regulatory. The State PUC Consents shall have been received by the Sellers. 

(e) Closing Deliveries. Each of the items to be delivered pursuant to Section 2.8.2 
shall have been delivered (or tendered subject only to the Closing) to the Seller. 

ARTICLE VII - COVENANTS 

7.1 Conduct of Business. 

7 .1.1 Prior to the Closing Date, the Sellers shall use commercially reasonable efforts to: 

(a) conduct the Businesses only in the Ordinary Course of Business; 

(b) preserve intact the current organization of the Businesses, keep available the 
services of the officers, employees, and agents of the Businesses, and maintain their respective relations 
and goodwill with suppliers, customers, landlords, creditors, employees, agents, and others having 
business relationships with it; 

( c) confer with the Purchaser prior to implementing operational decisions as they 
relate to the Businesses or the Assets, involving an expenditure in an amount or value in excess of 
$10,000 and not incurred in the Ordinary Course of Business; 

( d) report periodically to the Purchaser concerning the status (including the 
operations and finances) of the Businesses and the Assets; 

( e) keep in full force and effect all material rights relating to the Businesses and the 
Assets, other than with respect to Excluded Assets; 

(f) ordinary wear and tear and other changes in the Ordinary Course of Business 
excepted, maintain the Assets in a state of repair and condition no worse than the state of repair and 
condition of such Assets on the date of this Agreement; 

(g) continue in full force and effect the insurance coverage under the policies set 
forth in Section 4.12 of the Sellers' Disclosure Schedule or substantially equivalent policies; 

(h) comply in all material respects with all Laws and contractual obligations 
applicable to the Assets and the operations of the Businesses; 

(i) preserve and maintain all Permits required to operate the Businesses in 
accordance with past practice; 

(j) perform all of its material obligations under the Assumed Contracts; 
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(k) subject to the terms of this Agreement, upon request from time to time, execute 
and deliver all documents and do all other acts that may be reasonably necessary or desirable to 
consummate the transactions contemplated hereby; and 

(1) maintain all Business Records in the Ordinary Course of Business. 

7.1.2 Except as expressly permitted by this Agreement, with the prior written consent of the 
Purchaser, which shall not be unreasonably withheld, delayed or conditioned, or as required by Law, the 
Sellers shall not take (or permit to be taken) any of the following actions: 

(a) take any affirmative action or fail to take any reasonable action within its control 
that would have required disclosure in Section 4.8 of the Sellers' Disclosure Schedule; 

(b) make any modification to any Material Contract which will be an Assumed 
Contract or Permit or enter into any Material Contract which will be an Assumed Contract, in each case 
other than in the Ordinary Course of Business; 

( c) sell, transfer, lease, sublease, license, allow the expiration of lapse of or 
otherwise dispose of or encumber any of the Assets other than in the Ordinary Course of Business; 

( d) enter into any compromise or settlement of any Proceeding relating to the Assets, 
the Businesses, or the Assumed Liabilities in excess of $17 ,500 in the aggregate; 

(e) except as required by Law, make any material change to the compensation, 
including salary and incentive compensation or other material terms of employment of any Business 
Employee; 

(f) enter into or amend any agreement or settlement with any Tax authority for any 
taxable period or portion thereof that could reasonably be expected to have a material and adverse impact 
on any Business or any of the Assets; 

(g) acquire a material portion of the assets of, or by any manner, any business or any 
corporation, partnership, association or other business organization or division thereof or otherwise 
acquire any assets (other than in the Ordinary Course of Business) that are material, individually or in the 
aggregate, to the Sellers; 

(h) amend or otherwise change any of its governing documents; or 

(i) agree in writing to take any of the foregoing actions. 

7.2 Access to Information; Confidentiality; Non-Solicitation. 

(a) Prior to the Closing, the Sellers shall (i) afford Purchaser and its Representatives 
reasonable access during normal business hours to properties, books, contracts, documents, insurance 
policies and records of or with respect to the Sellers, the Businesses or the Assets as the Purchaser or its 
Representatives may from time to time reasonably request; (ii) furnish the Purchaser and its 
Representatives with copies of all such Contracts and Business Records as the Purchaser or its 
Representatives may reasonably request, (iii) furnish the Purchaser and its Representatives with such 
additional financial, operating, and other relevant data and information as the Purchaser may reasonably 
request, and (iv) otherwise cooperate and assist, and instruct the Representatives of the Sellers to 
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cooperate and assist, in each case (clauses (i) through (iv) above), to the extent reasonably requested by 
the Purchaser in connection with the transactions contemplated by this Agreement; provided, however, 
that in each case (clauses (i) through (iv) above), any such investigation shall be conducted during 
normal business hours upon reasonable advance notice to the Sellers and at a mutually agreeable time, 
under the supervision of an applicable Seller's personnel, and in such a manner as not to interfere with 
the normal operations of the Businesses. Nothing in this Agreement will require the Sellers to provide 
information Sellers are prohibited from providing under Law, or that would adversely affect attorney­
client privilege. All requests by the Purchaser for access pursuant to this Section 7.2(a) shall be 
submitted or directed to Matthew Trevenen or such other individuals as the Sellers may designate in 
writing from time to time. Prior to the Closing, without the prior written consent of Matthew Trevenen 
(not to be unreasonably withheld, conditioned or delayed), the Purchaser shall not contact any vendors to, 
or customers of, or non-management level employees of the Businesses. The Purchaser shall have no 
right to perform invasive, subsurface or other intrusive investigations of the Real Property without the 
Sellers' prior written consent, which may be conditioned on the Purchaser's execution of customary 
release, hold harmless and indemnification agreements and require reasonable insurance. The Purchaser 
shall, and shall cause its Representatives to, abide by the terms of the Confidentiality Agreement, dated 
January 13, 2016 (the "Confidentiality Agreement'), by the Purchaser in favor of the Sellers with respect 
to any access or information provided pursuant to this Section 7 .2(a). 

(b) Until such time as this Agreement shall be terminated pursuant to Section 9 .1, none of 
the Sellers shall, and the Sellers shall cause its respective Affiliates and each of their respective 
Representatives not to, directly or indirectly solicit, initiate, encourage or entertain any inquiries or 
proposals from, discuss or negotiate with, provide any nonpublic information to or consider the merits of 
any inquiries or proposals from, any Person (other than the Purchaser) relating to any business 
combination transaction involving the Sellers, the Businesses, or the Assets. The Sellers shall promptly 
notify the Purchaser in writing of any such inquiry or proposal. 

7.3 Commercially Reasonable Efforts. 

Each of the Sellers and the Purchaser shall use commercially reasonable efforts to cause the 
conditions in Articles VI to be satisfied in accordance with the terms of this Agreement. 

7.4 Filings and Notifications; Cooperation. 

As promptly as practicable after the date of this Agreement, each of the Sellers and the Purchaser 
shall, and shall cause each of their Affiliates to, make all filings and notifications required by applicable 
Law to be made by them in connection with the transactions contemplated by this Agreement. Without 
limiting the generality of the foregoing, promptly after the date of this Agreement, each of CBW and 
RYW shall make its submission to the State PUC to obtain the State PUC Consents (the "State PUC 
Filing"), which State PUC Filing shall be subject to the prior review and comment of the Purchaser and 
its Representatives. The Sellers may proceed with the State PUC Filing if the Purchaser does not provide 
comments within five (5) Business Days after delivery of a draft filing to the Purchaser. The Purchaser 
shall use its commercially reasonable efforts to cooperate with the Sellers with respect to the State PUC 
Filing and all proceedings before the State PUC related thereto, and make a joint application (ifrequested 
by Sellers) and promptly provide any documentation, information or filing required by the State PUC or 
reasonably requested by the Sellers in connection with the State PUC Filing and all proceedings before 
the State PUC related thereto. Without limiting the foregoing, the Sellers and the Purchaser agree to use 
their respective commercially reasonable efforts (a) to respond promptly, diligently and in good faith to 
all requests for data, documents or information by the State PUC in connection with the State PUC 
Filing, (b) to provide appropriate representatives to participate in any workshop, settlement conference or 
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other meetings convened by the State PUC, and ( c) to provide appropriate witnesses and evidence for use 
in the proceeding(s) including any hearing. Notwithstanding anything to the contrary in this Agreement, 
the Purchaser shall not be required to dispose of any assets or make any change to its business, incur any 
material obligation or commitment, or make any payment to any third party in order to comply with this 
Section 7.4. 

The Sellers shall, and shall cause each of their Affiliates to, reasonably cooperate with the 
Purchaser, its Affiliates, and their respective Representatives (a) with respect to all filings and 
notifications that the Purchaser is required by applicable Law in connection with the transactions 
contemplated by this Agreement, (b) in identifying and obtaining the Permits required by Purchaser to 
own and operate the Businesses from and after the Closing Date, and (c) in obtaining all Material 
Consents. The Purchaser and its Affiliates shall as promptly as practical obtain all material Permits 
required to be obtained by the Purchaser for the operation of the Businesses. 

7.5 No Violations. 

Within fifteen (15) days after the receipt of notice of a violation, the Sellers shall notify the 
Purchaser of any violations of applicable state or federal drinking water standards which, if such 
violations existed on the date of this Agreement, would be required to be disclosed pursuant to 
Section 4.20(h) hereof, and shall promptly notify the Purchaser of the actions proposed to be taken by the 
Sellers to correct or otherwise respond to such violations. 

7.6 Publicity. 

No Party shall make, or permit or cause to be made, any press release or public announcement, 
including any communication to employees, customers, suppliers, or others having dealings with the 
Sellers or the Purchaser in respect of this Agreement or the transactions contemplated hereby without the 
prior written consent of the other Parties hereto (such consent not to be unreasonably withheld, delayed 
or conditioned). 

7.7 Employees and Employee Benefits. 

(a) The Purchaser will extend offers of employment (each such offer, a "Purchaser 
Offer'1 to each of the employees set forth in Section 7.7(a) of the Sellers' Disclosure Schedule (the 
"Business Employees"), which includes salary and terms that are reasonably comparable, on an 
aggregate basis, to the salary and terms provided to other, similarly situated employees of the Purchaser. 
Employment pursuant to a Purchaser Offer will be contingent on the Closing. Business Employees who 
commence employment with Purchaser pursuant to a Purchaser Offer shall be referred to herein as 
"Transferred Employees." The Sellers shall, or shall cause their respective Affiliates to, terminate the 
employment of all Transferred Employees immediately prior to the Closing and shall cooperate with the 
Purchaser in its efforts to secure employment arrangements with the Transferred Employees. 

(b) The Purchaser shall not adopt, become a sponsoring employer of, or have any 
obligations under or with respect to the Employee Plans, and the Sellers shall be solely responsible for 
any and all liabilities and obligations that have been incurred or may be incurred under or in connection 
with any Employee Plan. 

( c) The Sellers shall be solely responsible for any and all liabilities arising out of or 
relating to the employment by the Sellers or their Affiliates of Business Employees who do not become 
Transferred Employees, whether such liabilities arise before, on or after the Closing Date. 
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(d) At least five (5) Business days prior to Closing, Sellers will give each Business 
Employee who has agreed to become a Transferred Employee and who has at least 40 hours of accrued 
and unpaid vacation or paid-time-off ("PTO") the option of either (i) retaining 40 hours of PTO and 
receiving cash for the balance of any accrued and unpaid PTO required to be paid at termination of 
employment or (ii) receiving cash for such Transferred Employee's entire accrued and unpaid PTO 
required to be paid at termination of employment. 

( e) The Sellers shall be solely responsible for any and all liabilities arising out of or 
relating to the employment of any Business Employee by Sellers or their Affiliates arising prior to the 
Closing Date, other than the assumption by the Purchaser of any Rollover PTO. For purposes hereof, 
with respect to the Welfare Plans, claims under any medical, dental, vision, or prescription drug plan 
generally will be deemed to be incurred on the date that the service giving rise to such claim is performed 
and not when such claim in made; provided, however, that with respect to claims relating to 
hospitalization, the claim will be deemed to be incurred on the first day of such hospitalization and not 
on the date that such services are perfonned. Claims for disability under any long or short term disability 
plan will be incurred on the date the Business Employee is first absent from work because of the 
condition giving rise to such disability and not when the Business Employee is determined to be eligible 
for benefits under the applicable Welfare Plan. 

(f) The Sellers and their BRISA Affiliates shall comply with the provisions of the 
Consolidated Omnibus Budget Reconciliation Act of 1985, as amended, as set forth in Section 4980B of 
the Code and Part 6 of Subtitle B of Title I of BRISA (collectively, "COBRA") and to the extent 
applicable, with respect to any employee, former employee or dependent of any such employee or former 
employee who is an M&A qualified beneficiary (as defined in Treasury Regulation Section 54.4980B-9, 
Q&A-3(b)) with respect to the transactions contemplated by this Agreement. The Purchaser shall comply 
with the provisions of COBRA with respect to Transferred Employees who are covered under any group 
health plan, as defined in Section 5000(b )( 1) of the Code, maintained by the Purchaser on and after the 
Closing Date and the spouses and dependents of any such Transferred Employees. 

(g) The Sellers shall be solely responsible for any liabilities under the Worker 
Adjustment and Retraining Notification Act or any similar state or local law with respect to terminations 
of employment of the Transferred Employees that occur on or prior to the Closing Date, including in 
connection with the transactions contemplated hereby. 

(h) Nothing contained in this Agreement shall create any third-party beneficiary rights in 
any Transferred Employee, any beneficiary or dependents thereof, or any collective bargaining 
representative thereof, with respect to the compensation, terms and conditions of employment and 
benefits that may be provided to any Transferred Employee by the Purchaser or under any benefit plan 
that the Purchaser may maintain. 

(i) Nothing contained in this Agreement shall confer upon any Transferred Employee 
any right with respect to continued employment by the Purchaser, nor shall anything herein interfere with 
the right of the Purchaser to terminate the employment of any Transferred Employee at any time, with or 
without cause, following the effective date of his or her employment with the Purchaser, or restrict the 
Purchaser in the exercise of its independent business judgment in modifying any of the terms and 
conditions of the employment of the Transferred Employees. Nothing in this Agreement shall be deemed 
to amend any employee benefit plan of the Purchaser. 
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7.8 Tax Matters. 

(a) The Purchaser agrees to furnish or cause to be furnished to the Sellers, upon request 
and at the Sellers' sole cost and expense, as promptly as practicable, such information and assistance as 
is reasonably necessary for the filing of Tax Returns, the making of any election relating to Taxes, the 
preparation for any audit by any Taxing authority, and the prosecution or defense of any claim, suit or 
Proceeding relating to any Tax; and provided that any payment or reimbursement to the Purchaser in 
connection with its furnishing of any such information or assistance shall be at a rate equal to the actual 
out-of-pocket expense incurred by the Purchaser in connection therewith. Such information and 
assistance shall include providing reasonable access to all of the Business Records delivered to the 
Purchaser at Closing; provided that such access or assistance does not interfere in any material respect 
with the operation of the Businesses or the Assets following the Closing. From and after the Closing, the 
Sellers agree to furnish or cause to be furnished to the Purchaser, as promptly as practicable and at the 
Purchaser's sole cost and expense, such information and assistance as is reasonably necessary for the 
filing of Tax Returns, the making of any election relating to Taxes, the preparation for any audit by any 
Taxing authority and the prosecution or defense of any claim, suit or Proceeding relating to any Tax. 

(b) All transfer, documentary, sales, use, stamp and registration Taxes incurred in 
connection with the Purchase (collectively, "Transfer Taxes") shall be paid by the Purchasers when due. 
The parties hereto and their Affiliates shall cooperate in connection with the filing of any Tax Returns 
with respect to Transfer Taxes, including joining in the execution of such Tax Returns. The Sellers and 
the Purchaser shall use their commercially reasonable efforts and cooperate in good faith to exempt the 
sale and transfer of the Assets from any such Transfer Taxes. 

7.9 Further Assurances. 

Each of the parties hereto shall execute such further documents, and perform such further acts, as 
may be reasonably necessary to consummate the transactions contemplated hereby, on the terms herein 
contained, and to otherwise comply with the terms of this Agreement and consummate the transactions 
contemplated by this Agreement and the other Transaction Documents. 

7.10 Insurance. 

Prior to the Closing, the Sellers shall use commercially reasonable efforts to maintain, or cause to 
be maintained, those occurrence based insurance policies set forth in Section 7 .10 of the Sellers' 
Disclosure Schedule for the benefit of the Businesses provided by third-party insurers for liabilities (the 
"Existing Liabilities") arising out of occurrences on or prior to the Closing Date (the "Insurance 
Coverage"). To the extent that any Loss with respect to such Existing Liabilities that arises out of any 
matter, act, event, omission, occurrence, fact or circumstance existing or occurring on or prior to the 
Closing Date is made against the Purchaser, and the Insurance Coverage by its terms applies to such Loss 
(an "Insurance Coverage Claim"), upon the Purchaser's request and their expense, the Sellers shall 
submit such Insurance Coverage Claim to the insurer under the applicable insurance policy for potential 
payment, and shall use commercially reasonable efforts to obtain the maximum recovery from the 
provider of the related Insurance Coverage. In addition, the Sellers agree to (i) cooperate with the 
Purchaser and to use commercially reasonable efforts to malce the benefits of the Insurance Coverage 
available to the Purchaser (subject to the terms and conditions of such Insurance Coverage) and (ii) to 
use commercially reasonable efforts to continue, from and after the Closing, to process such Insurance 
Coverage Claims in the Ordinary Course of Business in substantially the same manner as similar claims 
were processed prior to the Closing. In the event that (i) the Sellers receive any proceeds of the 
Insurance Coverage with respect to any Insurance Coverage Claims thereunder and (ii) such claim has 
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been paid by the Purchaser (and not otherwise reimbursed by Sellers pursuant to Article VIII), such 
Seller shall promptly pay or reimburse the Purchaser with respect to the amount so paid. 

The obligations of the Sellers under this Section 7 .10 are subject to, for periods subsequent to the 
Closing, to the Purchaser paying in advance for (a) any premiums on the Insurance Policies, including 
those that result from the transfer of the Assets to maintain the Insurance Policies or to have the 
Purchaser become an additional named insured and (b) any cost to pursue any coverage. With respect to 
any Loss for which Sellers are obligated to indemnify any Purchaser Indemnified Person, Sellers' 
indemnification obligation shall be reduced in the amount of any insurance proceeds paid to the 
Purchaser Indemnified Persons in respect of such Loss. Notwithstanding the foregoing, this Section 7.10 
is not intended to, and shall not, expand, impair or limit the indemnification rights of any Purchaser 
Indemnified Person under Article VIII hereof. 

7.11 Access. 

After the Closing Date, the Parties shall retain the Business Records in their possession for a 
period of time consistent with their respective bona fide record-retention policies on the Closing Date or 
for such longer period as may be required by Law or any applicable Order (but in any event not less than 
three (3) years from the Closing Date). The Parties shall also provide each other and their respective 
Representatives, for legitimate business purposes including, without limitation, any financial accounting 
audits, and upon reasonable notice, reasonable access to such Business Records, and to personnel having 
knowledge of the whereabouts and contents of such records, during normal business hours and without 
undue interruption of the provider's ordinary business activities. The requesting party will hold in 
confidence all confidential information identified as such by, and obtained from, the disclosing party or 
any of its Representatives. 

7.12 Restrictive Covenants. 

(a) Confidentiality. 

(i) Each of the Parties acknowledges and agree that the Sellers have, and at the time 
of the Closing will have, Confidential Information, and that in accordance with the Confidentiality 
Agreement, the Sellers have provided to the Purchaser Confidential Information relating to the 
Businesses and the Assets ("Purchaser Confidential Information") and relating to such Seller's 
business and operations as a whole (other than relating to the Businesses) ("Seller Confidential 
Information"), and all physical embodiments of: (i) Purchaser Confidential Information are confidential 
and proprietary to, and are and will remain the sole and exclusive property of, the Businesses which the 
Purchaser shall acquire at the Closing, and (ii) Seller Confidential Information are confidential and 
proprietary to, and are and will remain the sole and exclusive property of such Seller, notwithstanding the 
Closing. At all times after the Closing Date, each of the Purchaser and the Sellers will hold such Seller 
Confidential Information and Purchaser Confidential Information, as applicable, in trust and strictest 
confidence, will take all necessary steps to protect such information from being disclosed to any third 
party, except as otherwise permitted by this Section 7.12, and will not, directly or indirectly, use, 
reproduce, distribute, divulge, disclose or otherwise disseminate such Confidential Information or any 
physical embodiments thereof other than to each other and their respective Representatives and may in 
no event take any action causing, or fail to take any action necessary in order to prevent, any Confidential 
Information to lose its character or cease to qualify as Confidential Information. To the extent that both 
Purchaser Confidential Information and Seller Confidential Information include the same Confidential 
Information, either party may freely use and reproduce such Confidential Information, however, neither 
may distribute, divulge, disclose or otherwise disseminate such Confidential Information unless 
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authorized to do so by the other party. Notwithstanding anything herein to the contrary, the Purchaser 
and its Related Parties shall be permitted to disclose the existence and content of this Agreement and the 
other Transaction Documents (i) as may be required by applicable Law or Order, and (ii) as may be 
requested by any bank examiner, regulatory examiner, or self-regulatory examiner in the course of such 
Person's examination, inspection or audit. 

(ii) As used in this Section 7.12Ca): 

"Confidential Information" means all Confidential Trade Secrets and all other 
confidential and/or proprietary data and/or information relating to the Sellers' businesses, including any 
Business, and operations (which does not rise to the status of a Confidential Trade Secret) which is 
owned or used by a Seller or any of its Subsidiaries and which has value to such Seller's business, 
including any Business, and is not known to any of such Seller's competitors. Such Confidential 
Information shall include, but not be limited to, proprietary technology, operating procedures, :financial 
statements or other financial information, know-how, market studies and forecasts, competitive analysis, 
pricing policies and procedures, the substance of arrangements with customers, suppliers and others, 
servicing and training programs and arrangements, marketing or similar arrangements, customer or 
supplier lists and any other documents embodying such Confidential Information. Confidential 
Information shall not include any data or information that: (w) has been voluntarily disclosed to the 
public by such Seller prior to the date hereof, (x) has been independently developed and disclosed to the 
public by others, (y) otherwise enters the public domain through lawful means, or (z) is required by law 
to be disclosed by a Party, provided that prior to such disclosure, the applicable Party provides written 
notice to the other Parties of its intent to disclose such matter, and further provides the other Parties a 
reasonable opportunity to contest such disclosure with the appropriate governmental or regulatory body. 

"Confidential Trade Secrets" means business or technical information which is owned 
or used by a Seller or any of its Subsidiaries, relating to such Seller's business, including any Business, 
and operations, including but not limited to a formula, pattern, program, device, compilation of 
information, method, technique, or process that: (x) derives independent commercial value (whether 
actual, potential or both) from not being generally known or readily ascertainable through independent 
development or reverse engineering by Persons who can obtain economic value from its disclosure or 
use; and (y) is the subject of efforts that are reasonable under the circumstances to maintain its secrecy. 
Confidential Trade Secrets shall specifically include, without limitation, information relating to the 
design, manufacture, formulas, patterns, compilations, programs, devices, methods, techniques, 
processes, applications, know-how, research and development relating to the Businesses' present, past or 
prospective products and/or proprietary computer programs. 

(b) Non-Solicitation. 

(i) As an additional inducement to the Purchaser to enter into and to perform its 
obligations under this Agreement, each Seller and Parent agrees that, for a period of one (1) year after the 
Closing Date (the "Non-Solicitation Period''), it shall not knowingly, directly or indirectly, solicit for 
employment or recruit or hire any Person who at any time on or after the date of the Closing is a Business 
Group Employee (as hereinafter defined); provided, that the foregoing shall not prohibit (A) a general 
solicitation to the public of general advertising or similar methods of solicitation by search firms not 
specifically directed at Business Group Employees or (B) the Sellers or any of their Affiliates from 
soliciting, recruiting or hiring any Business Group Employee who has ceased to be employed or retained 
by a Seller, the Purchaser or any of their respective Affiliates for at least 6 months. For purposes of this 
7.13(b)(i), "Business Group Employees" means, collectively, Transferred Employees and officers, 
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directors and employees of the Purchaser and its Affiliates who work or are engaged in connection with 
any Business. 

(ii) If, at the time of enforcement of this Section 7.12(b), a court shall hold that the 
duration, scope or area restrictions stated herein are unreasonable under circumstances then existing, the 
Parties agree that the maximum duration, scope or area reasonable under such circumstances shall be 
substituted for the stated duration, scope or area. 

7.13 Post-Closing Obligations. 

From and after the Closing, the Sellers will use their respective commercially reasonable efforts 
to complete the items set forth on Exhibit I and captioned as "Post-Closing" (collectively, the "Post­
Closing Action Items") within 180 days following the Closing. Without limiting the generality of the 
foregoing, during that period the Sellers will use their respective commercially reasonable efforts to 
continue to engage the services of Karen Smith of Resort Resources, Inc., and to cause Ms. Smith to 
complete the Post-Closing Action Items at the Sellers' cost. The Purchaser will reasonably cooperate 
with the Sellers' efforts to complete the Post-Closing Action Items and will reasonably assist the Sellers 
in completing such items, including by giving consideration to reasonably acceptable alternative 
resolutions to the Post-Closing Action Items, provided that the Sellers shall be responsible for the 
payment of all third-party costs and expenses incurred by the Purchaser or its Affiliates in connection 
with the completion of the Post-Closing Action Items. The Purchaser and its Affiliates will not incur 
third-party costs and expenses without the written consent of the Sellers (or an applicable Seller), not to 
be unreasonable withheld, conditioned or delayed. 

ARTICLE VIII - SURVIVAL OF REPRESENTATIONS, WARRANTIES AND COVENANTS; 
INDEMNIFICATION 

8.1 Survival. 

(a) All representations and warranties of the Sellers in Article IV shall survive the 
Closing and shall remain in full force and effect until the date that is fifteen (15) months after the Closing 
Date; provided that: 

(i) the representations and warranties in Sections 4. l(a) (Organization, Qualification 
and Good Standing), 4.2 (Enforceability; Authority), 4.13(a) (Title), 4.22 (Sanctions), 4.23 (Ethical 
Business Practices) and 4.24 (Brokers' Fees) (collectively, the "Fundamental Representations") shall 
survive until the sixth (6th) anniversary of the Closing Date; and 

(ii) the representations and warranties in Section 4.21 (Taxes) shall survive until the 
expiration of the applicable statutes oflimitations with respect to such matters. 

(b) The representations and warranties of the Purchaser shall survive the Closing and 
remain in full force and effect until the date that is fifteen (15) months after the Closing Date, except that 
the representations and warranties set forth in Sections 5.1 (Organization, Qualification and Corporate 
Power), 5.2 (Enforceability) and 5.5 (Brokers' Fees) shall survive until the sixth (6th) anniversary of the 
Closing Date. 

( c) All covenants and agreements of the Parties contained herein shall survive the 
Closing for fifteen (15) months after the time by which the covenant was to be performed. 
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(e) The period for which a representation or warranty, covenant or agreement survives 
the Closing is referred to herein as the "Applicable Survival Period." The foregoing provisions of this 
Section 8.1 notwithstanding, in the event a Claim Notice meeting the requirements of Section 8.4(a) is 
given within the Applicable Survival Period, the representation, warranty, covenant or agreement that is 
the subject of such indemnification claim (whether or not formal legal action shall have been commenced 
based upon such claim) shall survive with respect to such claim until such claim is finally resolved and, 
subject to Sections 8.4 and 8.5 and any other limitations set forth herein, the Indemnifying Party shall 
indemnify the Indemnified Party for all Losses that the Indemnified Party may incur in respect of such 
claim, regardless of when incurred; provided that such Claim will terminate unless either (i) the 
Indemnifying Party has accepted the Claim or (ii) Indemnified Party commences legal action against the 
Indemnifying Party prior to the first anniversary of the Indemnified Party's receipt of the applicable 
Claim Notice. 

8.2 Sellers' Indemnification. 

Subject to the limitations set forth in this Article VIII, from and after the Closing Date, Parent 
and the Sellers, jointly and severally, and each Seller severally solely with respect to matters pertaining 
to itself, shall indemnify the Purchaser and its officers, directors, Affiliates, successors and assigns (the 
"Purchaser Indemnified Parties") for and hold them harmless from any and all losses, damages, 
liabilities, deficiencies, judgments, interest, awards, penalties, fines, out-of-pocket costs or expenses of 
whatever kind, including reasonable out-of-pocket costs of investigation, attorneys' fees and costs of 
enforcing any right to indemnification hereunder and whether or not involving a Third Party Claim 
(collectively, "Losses"), suffered or incurred by the Purchaser Indemnified Parties to the extent related 
to, or arising out of: 

(a) any breach of any representation or warranty made by the Sellers in this Agreement or 
in any certificate, document, writing or instrument delivered by the Sellers pursuant to this Agreement; 

(b) any breach of any covenant or obligation of the Sellers in this Agreement or in any 
certificate, document, writing or instrument delivered by the Sellers pursuant to this Agreement; 

( c) any Excluded Liabilities (except for Excluded Liabilities that arise out of or relate to 
any Environmental, Health, and Safety Liability); or 

(d) any brokerage or finder's fees or commissions or similar payments based upon any 
agreement or understanding made by any Person with any Sellers (or any Person acting on a Sellers' 
behalf) in connection with the transactions contemplated by this Agreement. 

8.3 Purchaser's Indemnification Obligations. 

Subject to the limitations set forth in this Article VIII, from and after the Closing Date, the 
Purchaser shall indemnify each Seller and its officers, directors, Related Parties, successors and assigns 
(the "Seller Indemnified Parties") for and hold the Seller Indemnified Parties harmless from any and all 
Losses suffered or incurred by them to the extent related to or arising out of: 
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(a) any breach of any representation or wananty made by the Purchaser in this 
Agreement or in any certificate, document, writing or instrument delivered by the Purchaser pursuant to 
this Agreement; 

(b) any breach of any covenant or obligation of the Purchaser in this Agreement or in any 
certificate, document, writing or instrument delivered by the Purchaser pursuant to this Agreement; or 

(c) the Assumed Liabilities; or 

(d) any claim by any Person for brokerage or finder's fees or commissions or similar 
payments based upon any agreement or understanding alleged to have been made by such Person with the 
Purchaser (or any Person acting on the Purchaser's behalf) in connection with the transactions 
contemplated by this Agreement. 

8.4 Claims. 

(a) Notice and Determination of Claims. Any party seeking indemnification hereunder 
(the "Indemnified Party"), whether or not the applicable dollar amount limitations specified in 
Section 8.5 have been exceeded, shall promptly notify in writing (the "Claim Notice") the other party or 
parties from whom such Indemnified Party is seeking indemnification hereunder (the "Indemnifying 
Party," which term shall include all Indemnifying Parties if there be more than one) of any breach, claim, 
actions, cause of action, demand, lawsuit, arbitration, inquiry, audit, notice of violation, proceeding, 
litigation, citation, summons, subpoena or investigation of any nature, civil, criminal, administrative, 
regulatory or otherwise, whether at law or in equity (collectively, a "Claim") with respect to which the 
Indemnified Party claims indemnification hereunder. Any Claim Notice delivered under this Section 8.4 
shall describe in reasonable detail the facts and circumstances on which the asserted indemnification 
claim is based, specify the amount of such indemnification claim if then ascertainable and, if not then 
ascertainable, the estimated amount thereof, specify all of the basis for indemnification pursuant to this 
Agreement and shall provide reasonable supporting documentation so that the Indemnified Party can 
evaluate the Claim. 

(b) Third Party Claims. 

(i) If any Claim against the Indemnified Party is made by or in respect of a third 
party (a "Third Party Claim"), the Indemnified Party shall promptly, but in any event within 10 days 
after becoming aware of such Third Party Claim, deliver to the Indemnifying Party a Claim Notice; 
provided, however, that the failure to provide such 10-day notice shall not release the Indemnifying Party 
from any of its obligations under this Article Vill except to the extent, and only to the extent, that such 
failure results in a material detriment to the Indemnifying Party with respect to such Third Party Claim. 

(ii) Upon written notice to the Indemnified Party within thirty (30) days after receipt 
of the Claim Notice, the Indemnifying Party shall have the right to direct, through counsel reasonably 
satisfactory to the Indemnified Party, the defense or settlement of any Third Party Claim at the 
Indemnifying Party's own expense; provided that the Indemnifying Party shall not be entitled to assume 
and control the defense of any Third Party Claim: (i) with respect to Taxes, unless such claim does not 
relate to a straddle period and can be severed from any other contest or dispute with respect to the 
Purchaser's liability for Taxes for Tax periods ending after the Closing Date unrelated to such claim; (ii) 
relating to any criminal matter or indictment; (iii) seeking injunctive or other equitable relief against the 
Indemnified Party; (iv) initiated by a Governmental Authority; and (v) where the Indemnified Party has 
been advised by counsel in writing that a conflict exists between the Indemnified Party and the 
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Indemnifying Party in connection with the defense of such Third Party Claim such that the Indemnifying 
Party cannot adequately represent the interests of the Indemnified Party. In any of the cases set forth in 
the preceding clauses (i) through .(y)., the Indemnified Party shall be entitled to assume the defense of the 
Third Party Claim with counsel of its choosing and reasonably satisfactory to the Parent. If the 
Indemnifying Party elects to direct the defense of any Third Party Claim, the Indemnified Party shall not 
pay, or permit to be paid, any part of such Third Party Claim, unless the Indemnifying Party consents in 
writing to such payment, or the Indemnifying Party has failed, following written notice and reasonable 
opportunity to cure, to appropriately pursue the defense under this Section 8.4(b)(ii) or unless a final 
judgment from which no appeal may be taken by or on behalf of the Indemnifying Party is entered 
against the Indemnified Party for such Third Party Claim. The Indemnifying Party shall keep the 
Indemnified Party timely apprised of the status of such Third Party Claim, and shall not, without the prior 
written consent of the applicable Indemnified Party (such consent not to be unreasonably withheld, or 
delayed), settle, com romise or offer to settle or com romise an Third Pa Claim a ainst such 
Indemnified P 

(iii) If the Indemnifying Party does not give written notice to the Indemnified Party 
within 30 days after receipt of the Claim Notice of a Third Party Claim that the Indemnifying Party has 
elected to assume the defense of such Third Party Claim, is not entitled to defend such Third Party Claim 
pursuant to Section 8.4(b)Cii) or if the Indemnifying Party shall fail to defend or, if after commencing or 
undertaking any such defense, shall fail to prosecute or shall withdraw from such defense, the 
Indemnified Party shall have the right, but not the obligation, to undertake the defense or settlement 
thereof, at the Indemnifying Party's expense. If the Indemnified Party assumes the defense of any Third 
Party Claim pursuant to this Section 8.4(b)(iii) and proposes to settle such Third Party Claim prior to a 
final judgment thereon or to forgo any appeal with respect thereto, then the Indemnified Party shall give 
the Indemnifying Party prompt written notice thereof, and the Indemnifying Party shall have the right to 
participate in the settlement or assume or reassume the defense of such Third Party Claim. If the 
Indemnified Party assumes the defense of a Third Party Claim pursuant to the terms of this 
Section 8.4(b)(iii), the Indemnified Party shall keep the Indemnifying Party timely apprised of the status 
of such Third Party Claim and shall, subject to this Section 8.4(b)(iii), not settle such Third Party Claim 
without the prior written consent of the Indemnifying Party (which shall not be unreasonably delayed or 
withheld). Notwithstanding any other provision of this Agreement, any settlement of a Third Party Claim 
without the Indemnifying Party's written consent shall relieve the Indemnifying Party from any liability 
to indemnify in respect of the subject matter of the Third Party Claim so settled. If an Indemnified Party 
defends or handles such Third Party Claim, the Indemnifying Party shall be entitled to participate in the 
defense or handling of such Third Party Claim with its own counsel and at its own expense. 

(iv) In connection with any defense of a Third Party Claim, each of the Parties to this 
Agreement shall, and shall cause their respective Affiliates to, cooperate in the defense or prosecution 
thereof and to in good faith retain and furnish such records, information and testimony, and attend such 
conferences, discovery proceedings, hearings, trials and appeals, as may be reasonably requested by any 
other party in connection therewith. 

(v) The Indemnified Party and the Indemnifying Party shall use commercially 
reasonable efforts to protect material confidential information (consistent with applicable law) and to 
cause all communications among employees, counsel and others representing any party to a Third Party 
Claim to be made so as to preserve any applicable attorney-client or work-product privilege. 
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( c) Reimbursement or payment pursuant to this Article VIII shall first be made from the 
Escrow Funds (to the extent available) pursuant to the terms of the Escrow Agreement. 

8.5 Limitations; Exclusive Remedy. 

The obligations set forth in this Article Vill are subject to the following limitations: 

(a) Deductible Basket; Maximum Liability. The Purchaser Indemnified Parties shall not 
be entitled to indemnification for any Losses unless and until such time as the cumulative aggregate 
amount of all indemnifiable Losses exceeds $100,000 (the "Deductible Basket"), after which the 
Purchaser Indemnified Parties shall be entitled to recover only for amounts in excess of the Deductible 
Basket. The aggregate maximum amount of Losses for which the Purchaser Indemnified Parties are 
entitled to indemnification under this Article VIII shall be limited to $1,500,000 (the "Cap"); provided, 
that if (x) the aggregate maximum amount of Losses for which the Purchaser Indemnified Parties are 
entitled to indemnification under this Article VIII equals the Cap; (y) the Purchas~r b:ic:l~r11:11ifieci Pl'.ltties 
have incurred additional Losses that arise out of or relate to Claims based on 
- and (z) but for the Cap, the Purchaser Indemnified Parties would be entitled to indemnification 
under this Article VIII for such Claims, then the Purchaser Indemnified Parties will be entitled to 
indemnification under this Article VIII solely with respect to such Claims, up to an additional $500,000 
in excess of the Cap. The Deductible Basket and the Cap shall not apply to any Claims based upon 
intentional fraud, breaches of the Fundamental Representations, breaches of covenants or the Excluded 
Liabilities ( e!C.c:ep!_vyitji respect to Claims based on Excluded Liabilities that arise out of or relate to -

which shall be subject to the Deductible Basket and the Cap, and solely t~ 
extent that indemnity is provided pursuant to Section 8.2(c), above); provided that in every case other 
than intentional fraud by the Parties, the Purchaser shall not be entitled to recover more than the Purchase 
Price. 

(b) Calculation of Losses. For purposes of determining the amount of Losses relating to 
any inaccuracy or breach of any representation or warranty contained herein, any qualifications as to 
materiality, Material Adverse Change or words of similar import contained in, or otherwise directly or 
indirectly appJicable to1 such representation or warranty shall be disregarded. The cal9l]1ati9n of L9sse.s 
applicable to · · nd · 
may include reasonable, foreseeable diminution of the value of the Businesses reflective of any judgment 
in respect thereof, or subsequent identifiable limitation of the earning capability of the Businesses 
reasonably related thereto. 

( c) Insurance. Concurrently with any Purchaser Indemnified Party enforcing any claim 
for indemnification against the Sellers under this Agreement and subject to the Sellers' continuing 
compliance with its obligations under Section 7.10 of this Agreement, including with respect to the 
prompt submission of Insurance Coverage Claims, the Purchaser Indemnified Party shall administratively 
file in good faith with any insurers all forms and submissions required by applicable policies for the 
proceeds or other benefits of insurance coverage, if any, applicable to the claim or event from which such 
indemnification right arose. In the event that insurance proceeds are paid to the Purchaser Indemnified 
Party respecting an event to which an indemnification right applies hereunder, such indemnification right 
shall apply only to the extent that the amount of damages indemnified against exceeds such insurance 
proceeds actually paid to the Purchaser Indemnified Party; provided, however, that: (a) such insurance 
proceeds shall not affect or be applied towards the maximum liability established in Section 8.5(a); and 
(b) collection by judicial or legal process of such insurance proceeds shall not be a condition precedent to 
asserting or collecting such indemnification claim under this Agreement. If the Indemnifying Party pays 
indemnity damages under this Agreement, and the Indemnified Party subsequently receives insurance 
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proceeds for the same claim or event, then the Indemnified Party shall refund such indemnity payments 
to the Indemnifying Party from such insurance proceeds to the extent that the Indemnified Party has 
received benefits from both sources (i.e., payments of indemnity damages from the Indemnifying Party 
and such insurance proceeds) in excess of the amount of indemnity damages incurred by or asserted 
against the Indemnified Party, provided, however, that if such indemnity damages were paid from the 
Escrow Funds in accordance with the terms of the Escrow Agreement, such refund shall be made to the 
Escrow Agent for inclusion with the remaining Escrow Funds (to be released in accordance with the 
terms thereof). 

( d) Exclusive Remedy; No Consequential Damages, etc. 

(i) Each of the Purchaser Indemnified Parties and Seller Indemnified Parties hereby 
aclmowledges and agrees that, following the Closing, its sole and exclusive remedy with respect to any 
and all Losses relating to the breach of any representation, warranty, covenant, agreement or obligation 
set forth in this Agreement or the Transaction Documents, other than any Losses arising from the 
intentional fraud of a Party, or related to, or arising out of, the transactions contemplated by, or subject 
matter of, this Agreement and the Transaction Documents, shall be pursuant to the indemnification 
provisions set forth in this Article VIII. In furtherance of the foregoing, each Party hereby waives, to the 
fullest extent permitted under Law, any and all rights, claims and causes of action for any breach of any 
representation, warranty, covenant, agreement or obligation (other than with respect to intentional fraud 
of a Party) it may have against the other Parties and their Affiliates and each of their respective 
Representatives arising under or based upon this Agreement, except pursuant to the indemnification 
provisions set forth in this Article VIII. 

(ii) In no event shall any Purchaser Indemnified Party or Seller Indemnified Party be 
liable for any special, indirect, incidental, loss of profits, punitive or consequential damages. 

(e) Adjustment to Purchase Price. All payments made pursuant to this Article VIII shall 
be deemed adjustments to the Purchase Price for Tax and all other purposes. 

(f) Purchaser's Knowledge. In the event Purchaser obtains actual knowledge prior to 
Closing that any representation or warranty was false, misleading, or inaccurate when given or has 
become false, misleading, or inaccurate but Purchaser nonetheless Closes the Purchase, the applicable 
representation or warranty will be deemed automatically modified to reflect the actual knowledge of 
Purchaser. 

ARTICLE IX-TERMINATION 

9.1 Termination. 

This Agreement may be terminated and the transactions contemplated herein may be abandoned 
at any time prior to the Closing: 

(a) by mutual written consent of all Parties hereto; 

(b) by either the Sellers or the Purchaser, if the Closing has not occurred by the sixth (6th) 
month anniversary of the date of this Agreement, or such later date as the Parties may agree in writing 
(the "Termination Date"); provided, however, that the right to terminate this Agreement under this 
Section 9.l(b) shall not be available to any Party whose failure to fulfill any obligation under this 
Agreement has been the primary cause of the failure of the Closing to occur on or before such date 
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(unless the Party can demonstrate that the failure was primarily caused by the action or inaction of the 
other Party); 

(c) by either the Sellers or the Purchaser, if there shall be any Law that makes 
consummation of the Purchase illegal or if any judgment, injunction, order or decree enjoining the 
Purchaser, the Sellers or the Sellers from consummating the Purchase is entered and such judgment, 
injunction, order or decree shall become final and non-appealable; provided, however, that the party 
seeking to terminate this Agreement pursuant to this Section 9.l(c) shall have used all commercially 
reasonable efforts to remove such judgment, injunction, order or decree; 

( d) by the Sellers, in the event of a material breach by the Purchaser of any representation 
or warranty when made or of any covenant or agreement contained herein that has not been cured or is 
not curable within 30 days after the Sellers give written notice to the Purchaser of the material breach; or 

( e) by the Purchaser, in the event of a material breach by the Sellers of any representation 
or warranty when made or of any covenant or agreement contained herein that has not been cured or is 
not curable within 30 days after the Purchaser gives written notice to the Sellers of the material breach. 

9.2 Effect of Termination. 

If this Agreement is terminated as provided in Section 9.1, all rights and liabilities of the Parties 
hereunder shall terminate without liability of any Party to another Party (except for any liability of any 
Party then in breach and any liability described in the Escrow Agreement); provided, however, that the 
Confidentiality Agreement and the provisions contained in this Section 9.2 and Article X 
(Miscellaneous) shall survive termination. Each Party's right of termination under Section 9.1 is in 
addition to any other rights it may have under this Agreement or otherwise, and the exercise of such right 
of termination will not be an election ofremedies. 

ARTICLE X - MISCELLANEOUS 

10.1 Expenses. 

Regardless of whether the transactions contemplated by this Agreement are consummated and 
unless otherwise expressly set forth in this Agreement, each party to this Agreement shall pay its own 
expenses incurred in connection with this Agreement and the transactions contemplated hereby. For 
clarity and without limitation, the Purchaser will bear all of its expenses in connection with its inspection 
of the Businesses. The Sellers shall be responsible for paying the cost of standard (AL TA) title insurance 
coverage to be delivered to the Purchaser with respect to the Owned Real Property at Closing. The 
Purchaser will pay one-half and the Sellers will pay one-half of the fees and expenses of the Escrow 
Agent under the Escrow Agreement. 

10.2 Notices. 

Any notice, request or demand desired or required to be given hereunder shall be in writing given 
by personal delivery, confirmed e-mail or overnight courier service, in each case addressed as 
respectively set forth below or to such other address as any Party shall have previously designated by 
such a notice. The effective date of any notice, request or demand shall be the date of personal delivery, 
the date on which successful e-mail transmission is confirmed, or the date actually delivered by a 
reputable overnight courier service, as the case may be, in each case properly addressed as provided 
herein and with all charges prepaid. 
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10.3 

To the Purchaser or, after the Closing, the Sellers: 

South West Water Company 
1325 N. Grand Avenue, Suite 100 
Covina, CA 91 724 
E-mail: kdix@swwc.com 
Attention: General Counsel 

with a copy (which shall not constitute notice) to: 

Zuber Lawler & Del Duca LLP 
777 S. Figueroa Street, 3ih Floor 
Los Angeles, CA 90017 
E-mail: jlawler@zuberlaw.com 
Attention: Josh Lawler 

To the Sellers or Parent: 

Northview Hotel Group 
3 6 Narrow Rocks Road 
Westport, CT 06880 
E-mail: mtrevenen@nvhg.com 
Attention: Matt Trevenen 

and 

Oalctree Capital Management, L.P. 
333 S. Grand Avenue, 28th Floor 
Los Angeles, CA 90071 
E-mail: ckleinman@oalctreecapital.com 
Attention: Cary Kleinman 

with a copy (which shall not constitute notice) to: 

Perkins Coie LLP 
1120 NW Couch Street 
Portland, OR 97209 
E-mail: lreichman@perkinscoie.com and 

chall@perkinscoie.com 
Attention: Lawrence Reichman and 

Chris Hall 

Headings. 

The headings contained in this Agreement are intended solely for convenience and shall not in 
any way affect the meaning or interpretation of this Agreement. 
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10.4 Entire Agreement; Amendments. 

This Agreement, including any exhibits hereto, the Disclosure Schedule, the Transaction 
Documents and the Confidentiality Agreement constitute the entire agreement of the Parties with respect 
to the subject matter hereof and thereof and supersede any and all prior understandings, written or oral, 
among the Parties, or any of them, with regard to the subject matter hereof and thereof. This Agreement 
may not be amended, modified or waived orally, but only by an instrument in writing signed by an 
authorized representative of each of the Parties hereto. 

10.5 Severability. 

If any term or other provision of this Agreement is invalid, illegal or incapable of being enforced 
by any rule of law, or public policy, such term or provision shall remain in full force and effect to the 
extent not held invalid or unenforceable, and all other conditions and provisions of this Agreement shall 
nevertheless remain in full force and effect. Upon such determination that any term or other provision is 
invalid, illegal or incapable of being enforced, the Parties hereto shall negotiate in good faith to modify 
this Agreement so as to effect the original intent of the Parties as closely as possible in a mutually 
acceptable manner in order that the transactions contemplated hereby be consummated as originally 
contemplated to the fullest extent possible. 

10.6 Waiver. 

Waiver of any term or condition of this Agreement by any Party hereto shall be effective if in 
writing and shall not be construed as a waiver of any subsequent breach or failure of the same term or 
condition or any other terms or conditions of this Agreement or the Transaction Documents. No waiver 
shall be effective unless it is in writing signed by an authorized representative of the waiving party. 
Neither any failure nor any delay by any Party in exercising any right, power, or privilege under this 
Agreement or any Transaction Document will operate as a waiver of such right, power, or privilege, and 
no single or partial exercise of any such right, power, or privilege will preclude any other or further 
exercise of such right, power, or privilege or the exercise of any other right, power, or privilege. 

10.7 Binding Effect; Assignment. 

This Agreement shall be binding upon, and shall be enforceable by and inure to the benefit of, 
the Parties and their respective successors and permitted assigns; provided, however, that neither this 
Agreement nor any rights or obligations of a Party hereunder may be assigned or transferred by operation 
of law or otherwise by such Party without the prior written consent of the other Parties, and any 
purported assignment of this Agreement or any of such rights or obligations without such consent shall 
be void and of no effect, provided, further, however, that the Purchaser may assign any of its rights and 
delegate any of its obligations under this Agreement to any Affiliate or Affiliates of the Purchaser and 
may collaterally assign its rights under this Agreement to any financial institution providing financing in 
connection with the transactions contemplated hereby, so long as the Purchaser remains obligated under 
this Agreement as if such assignment did not occur. 

10.8 No Third Party Beneficiaries. 

Other than with respect to an Indemnified Party and the Parties, nothing in this Agreement shall 
confer any rights or liabilities upon any Person that is not a party to this Agreement. This Agreement 
may be amended or terminated, and any provision of this Agreement may be waived, without the consent 
of any Person who is not a party to the Agreement. 
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10.9 Specific Performance. 

The Parties to this Agreement agree that irreparable damage would occur with respect to a non­
breaching Party in the event that any of the provisions of this Agreement are not performed in accordance 
with their specific terms and that any breach of this Agreement would not be adequately compensated for 
in all cases by monetary damages alone. It is accordingly agreed that the Parties to this Agreement shall 
be entitled to enforce any provision of this Agreement by a decree of specific performance and to seek 
temporary, preliminary and permanent injunctive relief to prevent breaches or threatened breaches of any 
of the provisions of this Agreement, without posting any bond or giving any other undertaking, this being 
in addition to any other remedy to which they are entitled at law or in equity. 

10.10 Counterparts. 

This Agreement may be executed and delivered (including by facsimile transmission, PDF or 
other electronic delivery) in one or more counterparts, and by the different Parties hereto in separate 
counterparts, each of which when executed and delivered shall be deemed to be an original but all of 
which taken together shall constitute one and the same agreement. 

10.11 Governing Law. 

All matters relating to or arising out of this Agreement or any transaction contemplated hereby 
and the rights of the parties (whether sounding in contract, tort, or otherwise) will be governed by and 
construed and interpreted under the laws of the State of Delaware without regard to conflicts of laws 
principles that would require the application of any other law. 

10.12 Jurisdiction; Service of Process. 

Except as otherwise provided in this Agreement, any Proceeding arising out of or relating to this 
Agreement or any transaction contemplated hereby shall be brought in the state and federal courts located 
in the State of New York, and each of the Parties irrevocably submits to the exclusive jurisdiction of each 
such court in any such Proceeding, waives any objection it may now or hereafter have to venue or to 
convenience of forum, agrees that all claims in respect of such Proceeding shall be heard and determined 
only in any such court, and agrees not to bring any Proceeding arising out of or relating to this 
Agreement or any transaction contemplated hereby in any other court. Each Party acknowledges and 
agrees that this Section 10.12 constitutes a voluntary and bargained-for agreement among the Parties. 
Process in any Proceeding referred to in the first sentence of this Section may be served on any party 
anywhere in the world, including by sending or delivering a copy of the process to the party to be served 
at the address and in the manner provided for the giving of notices in Section 10.2. Nothing in this 
Section 10 .12 will affect the right of any party to serve legal process in any other manner permitted by 
law or at equity. 

10.13 Waiver of Jury Trial. 

Each of the Purchaser, Parent and the Sellers hereby irrevocably waives all tight to trial by jury 
in any action, proceeding or counterclaim (whether based on contract, tort or otherwise) arising out of or 
relating to this Agreement or the actions of the Purchaser, Parent or the Sellers in the negotiation, 
administration, performance and enforcement thereof. 
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10.14 Nature of the Sellers' Obligations 

The liabilities of the Sellers and Parent under this Agreement are joint and several. The Sellers 
and Parent, jointly and severally, shall take, or cause to be taken, or refrain from taking, all actions as 
may be necessary or appropriate to implement this Agreement. 

10.15 Remedies Cumulative. 

The rights and remedies of the Parties to this Agreement are cumulative and not alternative. 

10.16 Delivery of Documents. 

Wherever this Agreement provides that a document has been delivered, provided or made 
available to the Purchaser, such obligation will have been satisfied if such document was available to the 
Purchaser or its Representatives in the Northview Hotel Group Citrix Sharefile dataroom located at 
http://nvhg.sharefile.com/ within five (5) Business Days prior to the date of this Agreement. 

10.17 Consent and Waivers 

(a) As the Sellers and Parent are the ultimate beneficiary of the Purchase and all other 
transactions contemplated by this Agreement and the Transaction Documents, the Purchaser 
acknowledges and agrees that, effective upon the Closing Date, all communications and files of counsel 
to the Sellers regarding the transactions contemplated by this Agreement (including all preparations in 
contemplation of such transactions) shall be the property of the Sellers and Parent and will not be Assets. 
The Parent and the Sellers on behalf of themselves and their Affiliates (i) agree that Perkins Coie LLP (or 
any successor) ("Perkins Coie") may serve as counsel to the Sellers, and their respective heirs, 
successors and assigns, after Closing with respect to the transactions contemplated by this Agreement; 
(ii) hereby waive any conflicts of interest associated with such representation; and (iii) agree that none of 
them will seek to disqualify Perkins Coie as a result of its representation of the Sellers before or after 
Closing (including with respect to the transactions contemplated by this Agreement). 

(b) The Purchaser acknowledges and agrees that an individual executing this Agreement, 
listed under "Sellers' lmowledge" or otherwise involved as an officer, director or manager of the Sellers 
or Parent is not acting in any individual capacity and, other than with respect to the commission of 
intentional fraud, will have no liability to any party under any circumstance in connection with this 
Agreement or the transactions contemplated by this Agreement. 

[Signatures appear on following page.] 
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IN WITNESS WHEREOF~ the.parties hereto have entered into and signed t!rls A,sset Putchl:l$e 
Agreement as of the date and ye41' fustabove written. 

CLINE BUTT~ ElWlllO:Nl\;JENTAL, LL(:; 

:soutHWEST W.A'I'ER COMPANY 

By:_· ________ ___... ____ _ 

Name: __ __,,~---..,...,...---_, 
Title:._· ------------



JN w1TN'.ES$ WHEREOF, the parties hc:reto· have el'.lteted into and signed this Asset Purchase 
Agreement as of the date and ye!lf fitst above written. 

CLINEBlJTTE WATER, LLC 

By:.·_------------
Naw~:~·· ·------------~ 
Title:~.----------------~ 

RUNNING Y UTILITIES;LLC 

By: _____________ _ 

Nathe:."'""•------------­
Title: . ..,,.. -------------

CLINE BUTTE ENVIRONMENTAL, LLC 

BY:·-----------~~ Name: ____________ _ 

Title:"-.-------------

RlJNNiNG Y ENViRO:NMENTAL, l.LC 

.By: _____________ _ 

Name: ·-------------. 
Title=--------------

ORE(X):N RESORTS, LLC 

By:.,....---....,,....,._,_--=_.-....,.,....._...,-"""_...........__ 
Name: 
~------------Title: _____________ _ 

SOUTHWEST WA.TEll CO:Mr A.NY 

····~?'~-~y:-~ .···_.·.~ 
·N·. ·. · • Hi"'"° e1 0. -Olii1Ul' anie. o;;ua . . . . . . . 
Title; President/CEO 

[Siifucihire Pageti;J .AssetP~trchase Agreement] 



EXIIlBITA 

FORM OF DEED 



After recording return to: 

GRANT OR: 

GRANTEE: 

South West Water Company, 
a Delaware corporation 

FINAL FORM 

This space reserved for recorder's use. 

Until a change is requested, all tax statements shall 
be sent to Grantee at the following address: 

STATUTORY SPECIAL WARRANTY DEED 

______________ ("Grantor") conveys and specially warrants to South West Water 
Company, a Delaware corporation ("Grantee") the real property in County, Oregon, more 
particularly described on Exhibit A attached hereto and by this reference incorporated herein, free of encumbrances 
created or suffered by the Grantor, except for those encumbrances set forth on Exhibit B, attached hereto and by this 
reference incorporated herein. 

The true consideration for this conveyance in terms of dollars is $ _______ _ 

BEFORE SIGNING OR ACCEPTING THIS INSTRUMENT, THE PERSON TRANSFERRING FEE 
TITLE SHOULD INQUIRE ABOUT THE PERSON'S RIGHTS, IF ANY, UNDER ORS 195.300, 195.301 AND 
195.305 TO 195.336 AND SECTIONS 5 TO 11, CHAPTER 424, OREGON LAWS 2007, SECTIONS 2 TO 9 
AND 17, CHAPTER 855, OREGON LAWS 2009, AND SECTIONS 2 TO 7, CHAPTER 8, OREGON LAWS 
2010. THIS INSTRUMENT DOES NOT ALLOW USE OF THE PROPERTY DESCRIBED IN THIS 
INSTRUMENT IN VIOLATION OF APPLICABLE LAND USE LAWS AND REGULATIONS. BEFORE 
SIGNING OR ACCEPTING THIS INSTRUMENT, THE PERSON ACQUIRING FEE TITLE TO THE 
PROPERTY SHOULD CHECK WITH THE APPROPRIATE CITY OR COUNTY PLANNING DEPARTMENT 
TO VERIFY THAT THE UNIT OF LAND BEING TRANSFERRED IS A LAWFULLY ESTABLISHED LOT OR 
PARCEL, AS DEFINED IN ORS 92.010 OR 215.010, TO VERIFY THE APPROVED USES OF THE LOT OR 
PARCEL, TO DETERMINE ANY LIMITS ON LAWSUITS AGAINST FARMING OR FOREST PRACTICES, 
AS DEFINED IN ORS 30.930, AND TO INQUIRE ABOUT THE RIGHTS OF NEIGHBORING PROPERTY 
OWNERS, IF ANY, UNDER ORS 195.300, 195.301 AND 195.305 TO 195.336 AND SECTIONS 5 TO 11, 
CHAPTER424, OREGON LAWS 2007, SECTIONS 2 TO 9 AND 17, CHAPTER 855, OREGON LAWS 2009, 
AND SECTIONS 2 TO 7, CHAPTER 8, OREGON LAWS 2010. 

DATED: _____ , 2016 

[09901-0001-000000/130854514 _ l .doc] 

[Insert Grantor Name] 

By: ________________ _ 
Name: ________________ _ 
Its: _________________ _ 
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) SS. 

COUNTY OF ______ ) 

The foregoing instrument was acknowledged before me this_ day of _______ ,, 2016, by 
-----~as of ______________ ~ 

Notary Public for ____ _ 
My commission expires: ____________ _ 
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EXHIBIT A 

Legal Description 



EXHIBITB 

Permitted Encumbrances 
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EXHIBITB 

FORM OF NON-UTILITY SIDE LETTER 



------' 2016 

Oregon Resorts Acquisition Partners, LP 
dba Eagle Crest Inc. 
7555 Falcon Crest Drive 
Redmond, OR 97756 
Attention: 

Ladies and Gentlemen: 

FINAL FORM 

SIDE LETTER 

Reference is hereby made to that certain Asset Purchase Agreement ("Agreement"), dated as of September 27, 
2016, by and among Cline Butte Water, LLC, a Delaware limited liability company, Cline Butte Environmental, 
LLC, a Delaware limited liability company ("CBE"), Running Y Water, LLC, a Delaware limited liability 
company, and Running Y Environmental, LLC, a Delaware limited liability company, and Oregon Resorts, LLC, a 
Delaware limited liability company, on the one hand, and South West Water Company, a Delaware corporation 
("Purchaser"), on the other hand. Capitalized terms used herein but not otherwise defined shall have the meanings 
ascribed to them in the Agreement. 

This letter (this "Side Letter") serves to confirm our agreement with respect to the continued provision of sanitary 
wastewater collection and treatment services ("Services") by [an affiliate of Purchaser who succeeds in interest to 
the operations of CBE from and after the Closing of the transactions contemplated by the Agreement] ("New 
CBE") to the Eagle Crest Resort located at 1522 Cline Falls Road, Redmond, Oregon 97756 (the "Property") from 
and after the Closing Date. 

1. As of the date of this Side Letter, [Oregon Resorts Acquisition Partners, LP, dba Eagle Crest Inc.] ("Eagle 
Crest"), is the owner and operator of the Property. Each of the paiiies to this Side Letter acknowledges and agrees 
that, immediately prior to the Closing, CBE is the sole and exclusive provider of the Services to the Property, and 
for the duration of the Term (as hereinafter defined), each of the parties to this Side Letter desire that New CBE be 
the sole and exclusive provider of the Services to the Property, on the terms and subject to the conditions set forth 
herein. 

2. From and after the Closing Date, New CBE agrees to provide the Services to the Property in accordance 
with industry standards and in substantially the same or better manner as such Services were provided to the 
Property by CBE at March 31, 2016, and Eagle Crest agrees to cause the Property to accept and pay for such 
Services. From and after the Closing Date and for the duration of the Term, Eagle Crest agrees to purchase all of 
the Services for the Property exclusively from New CBE. 

3. The agreements contained in this Side Letter shall commence from and after the Closing Date and shall 
continue in effect for an initial term often (10) years after the Closing Date ("Initial Term"), with one automatic 
ten-year renewal term ("Renewal Term") if Eagle Crest continues to own any portion of the Property requiring 
Services at the end of the Initial Term (the Initial Term together with such Renewal Term, if any, the "Term"); 
provided; however, that this Side Letter and the agreements contained herein may be terminated by either party upon 
the occurrence of a default by the other party in the performance of a material obligation under this Side Letter which is 
not cured within thirty (30) days after written notice of default to such defaulting party; provided further that this Side 
Letter and the agreements contained herein may be terminated by Eagle Crest upon the sale of the Property. 

4. The parties to this Side Letter acknowledge and agree that as of March 31, 2016, CBE charged the rates 
and fees set forth on Schedule I to this Side Letter for the provision of the Services to the Property (the "Cun·ent 
Rates"). From and after the Closing Date, New CBE shall continue to charge the Current Rates for the provision of 
Services to the Property through and until March 31, 2017. From and after March 31, 2017, if and to the extent 



there is proposed any increase to the then-current rates and fees being charged for the Services, New CBE shall 
provide the Property and Eagle Crest with no less than sixty ( 60) days' written notice prior to the implementation 
of such increase setting forth in reasonable detail the contemplated changes to the fee and rate structure, including 
the fee and rate structure of the commercial and residential customers ofN ew CBE. The parties to this Side Letter 
agree that, during the Term, the percentage increase in rates and fees charged to the Property for the Services 
during any 12-month period shall not exceed the percentage increase in rates and fees charged to residential 
customers during the same 12-month period, unless ordered by the Oregon Public Utilities Commission or required 
by applicable Law. 

5. The parties to this Side Letter acknowledge and agree that any failure or refusal of either party hereto, its 
successors or assigns, to strictly comply with the terms of this Side Letter could have serious and irreparable 
consequences to the non-defaulting party. As a result, in addition to any other right or remedy to which a party 
hereunder may be entitled, at law or in equity, each party shall be entitled to seek to enforce any provision of this 
Side Letter by a decree of specific performance and to seek temporary, preliminary and permanent injunctive relief 
to prevent breaches or threatened breaches of any of the provisions of this Side Letter, without posting any bond or 
giving any other undertaking. EACH PARTY, KNOWINGLY, VOLUNTARILY, AND INTENTIONALLY, 
WAIVES ITS RIGHT TO TRIAL BY JURY IN ANY PROCEEDING ARISING OUT OF OR RELATING TO 
THIS SIDE LETTER, WHETHER SOUNDING IN CONTRACT, TORT, OR OTHERWISE. 

6. Any notice, request or demand desired or required to be given hereunder shall be in writing given by 
personal delivery, confirmed e-mail or overnight courier service, in each case addressed as respectively set forth 
below such party's signature block or to such other address as any party shall have previously designated by such a 
notice. The effective date of any notice, request or demand shall be the date of personal delivery, the date on 
which successful e-mail transmission is confirmed, or the date actually delivered by a reputable overnight courier 
service, as the case may be, in each case properly addressed as provided herein and with all charges prepaid. 

7. All rights and remedies of the parties hereunder shall be cumulative, and none shall be exclusive of any other, 
or of any rights and remedies allowed by law, and pursuit of any one of said rights or remedies does not preclude 
pursuit of any one or more of such other rights or remedies. 

8. If any term or other provision ofthis Agreement is invalid, illegal or incapable of being enforced by any 
rule of law, or public policy, such term or provision shall remain in full force and effect to the extent not held 
invalid or unenforceable, and all other conditions and provisions of this Side Letter shall nevertheless remain in full 
force and effect. Upon such determination that any term or other provision is invalid, illegal or incapable of being 
enforced, the parties hereto shall negotiate in good faith to modify this Side Letter so as to effect the original intent 
of the parties as closely as possible in a mutually acceptable manner in order that the transactions contemplated 
hereby be consummated as originally contemplated to the fullest extent possible. 

9. No covenant, term or condition hereof shall be deemed waived, except by written consent of the party against 
whom the waiver is claimed, and any waiver of the breach of any covenant, term or condition shall not be deemed to be 
a waiver of any preceding or succeeding breach of the same or any other covenant, term or condition of this Side Letter. 
Acceptance of any performance by a party after the time the same shall have become due shall not constitute a waiver 
by the non-defaulting party of the breach or default of any covenant, term or condition of this Side Letter unless 
otherwise expressly agreed to by the non-defaulting party in writing. 

10. In the event either party to this Side Letter, despite diligent efforts by such party to avoid delays in the 
performance of its obligations hereunder, is delayed in the performance of the terms of this Side Letter by causes or 
circumstances (other than financial inability) beyond its reasonable control, including, but not limited to, acts of God 
(e.g., fires, explosions, earthquakes, drought, tidal waves, exceptional weather conditions, and floods), war 
(whether or not declared), civil disturbance, terrorism or threats of terrorism, national disaster, strikes or shortages of 
labor, shortages or unavailability of materials, and so forth, the period for performance by such party will be extended 
by a period equal to the aggregate period( s) of such delay. 
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11. This Side Letter will be binding on each of the parties' successors and assigns and may not be amended or 
waived unless in writing and signed by each of the parties hereto or its successors and permitted assigns. Each of 
the parties to this Side Letter shall have the right to assign its rights and obligations under this Side Letter to its 
successors-in-interest or successors-in-title only with the prior written consent of the other party, provided that 
Eagle Crest and its permitted successors and assigns may assign, without New CBE's consent, this Side Letter 
upon written notice to New CBE in connection with the sale of the Property or an assignment to an affiliate, and 
New CBE may assign, without Eagle Crest consent, this Side Letter upon written notice to Eagle Crest to an 
affiliate of New CBE who succeeds in interest to all or substantially all of the operations of New CBE. 

12. This Side Letter may be executed in multiple counterparts which, taken together, will constitute one and 
the same agreement. Signatures to this Side Letter delivered by facsimile or as a portable document format (.pdf) 
attachment shall have the same effect as the delivery of an original signature thereto. 

13. This Side Letter shall be construed, interpreted and enforced in accordance with, and the respective rights 
and obligations of the parties shall be governed by, the laws of the State of Oregon without regard to conflicts of 
laws principles that would require the application of any other law. 

IN WITNESS WHEREOF, the undersigned have executed this Side Letter, or separate counterparts 
hereof, as of the date first set forth above. 

Acknowledged, Accepted and Agreed: 

Very truly yours, 
[NEWCBE] 

By: 
Name: 
Title: 

Address: 

OREGON RESORTS ACQUISITION PARTNERS, LP 
(dba EAGLE CREST INC.) 

By: 
Name: 
Title: 

Address: 
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*HCF = 748 gallons 

2105-1011I503924.2 
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Use 

Commercial Sewer 

Food Service Sewer 

Schedule I 

Current Rates 

Usage Rate Per HCF* 

$106.54 

$156.41 
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FORM OF SELLERS COUNSEL OPINION 

South West Water Company 
1325 North Grand Avenue, Suite 100 
Covina, CA 91 724 

[•], 2016 

FINAL FORM 

Re: Sale of Assets of Cline Butte Water, LLC; Cline Butte Environmental, 
LLC; Running Y Water, LLC; and Running Y Environmental, LLC 

Ladies and Gentlemen: 

We have acted as special counsel to Cline Butte Water, LLC, a Delaware limited liability 
company ("CBW'), Cline Butte Environmental, LLC, a Delaware limited liability company ("CBE', 
and together with CBW, "Cline Butte"), Running Y Water, LLC, a Delaware limited liability 
company ("RYW'), and Running Y Environmental, LLC, a Delaware limited liability company 
("RYE", and together with RYW, the "RY Utilities", and the RY Utilities collectively with Cline 
Butte, the "Sellers"), in connection with the Asset Purchase Agreement, dated September 27, 
2016, among the Sellers, Oregon Resorts, LLC, a Delaware limited liability company and you (the 
"Agreement'). This opinion letter is being furnished to you at the request of Sellers pursuant 
to Section 2.8.l(c) of the Agreement. Except as otherwise indicated herein, capitalized terms 
defined in the Agreement are used herein as defined in the Agreement. 

A. Documents and Matters Examined 

In connection with this opinion letter, we have examined originals or copies of such 
documents, records, certificates of public officials, and certificates of officers and 
representatives of the Sellers, as we have considered necessary to provide a basis for the 
opinions expressed herein, including the following: 

A-1 the Agreement; 

A-2 the Escrow Agreement; and 
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A-3 the Bill of Sale, the Assignment and Assumption Agreement and the Assignment of 
Intellectual Property. 

The documents listed in A-1 through A-3 are collectively referred to herein as the 
"Transaction Documents." 

As to matters of fact material to the opinions expressed herein, we have relied on 
(a) information in public authority documents (and all opinions based on public authority 
documents are as of the date of such public authority documents and not as of the date of this 
opinion letter), (b) information provided in certificates of officers/representatives of the 
Sellers, and ( c) the representations and warranties of the Sellers in the Transaction 
Documents. We have not independently verified the facts so relied on. 

B. Assumptions 

We have relied, without investigation, on the following assumptions: 

B-1 Original documents reviewed by us are authentic, copies of original 
documents reviewed by us conform to the originals and all signatures on 
executed documents are genuine. 

B-2 All individuals have sufficient legal capacity to enter into the Transaction 
Documents and to perform their functions with respect to the Transaction 
Documents and the transactions contemplated by the Transaction Documents 
(the "Transaction"). 

B-3 The Transaction Documents and the other documents reviewed by us are valid 
and binding obligations of each party thereto, other than the Sellers, 
enforceable against it in accordance with their terms. Each such party has 
complied with all legal requirements pertaining to its status relevant to its 
right to enforce the Transaction Documents against the Sellers. 

C. Opinions 

Based on the foregoing and subject to the qualifications and exclusions stated below, 
we express the following opinions: 

C-1 Each of the Sellers is a limited liability company validly existing and in good 
standing under Delaware law. Based solely on the certificates attached as 
Exhibit A, each of the Sellers is qualified to transact business as a foreign 
limited liability company in the State of Oregon. 
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C-2 Each of the Sellers has the necessary entity power to execute, deliver and 
perform its obligations in the Transaction Documents. The execution and 
delivery by the Sellers of the Transaction Documents and the performance by 
each of the Sellers of its respective agreements and obligations under the 
Transaction Documents have been duly authorized by all necessary entity 
action on the part of each of the Sellers, and the Transaction Documents have 
been duly executed and delivered by each of the Sellers. 

C-3 The Transaction Documents are valid and binding obligations of each of the 
Sellers enforceable against each of the Sellers in accordance with their terms. 

C-4 The execution and delivery by the Sellers of the Transaction Documents and 
consummation of the Transaction and the performance by each of the Sellers 
of its respective agreements and obligations under the Transaction Documents 
(including the requirement to obtain public utility commission approval) do 
not: 

(a) violate statutory laws that counsel exercising customary professional 
judgment would in our experience reasonably recognize as typically applicable to 
agreements similar to the Transaction Documents and transactions similar to the 
Transaction; or 

(b) violate such Seller's certificate of formation or limited liability 
company operating agreement. 

D. Qualifications; Exclusions 

D-1 The opinions expressed herein are subject to bankruptcy, insolvency and other 
similar laws affecting the rights and remedies of creditors generally and 
general principles of equity. 

D-2 We express no opinion as to the following matters, or the effect, if any, that 
they may have on the opinions expressed herein: 

(a) federal securities laws and regulations, state "blue sky'' laws and 
regulations, the Investment Company Act, the Trust Indenture Act, and laws and 
regulations relating to commodity (and other) futures and indices and other similar 
instruments; 

(b) federal and state laws and regulations dealing with (i) antitrust and 
unfair competition; (ii) filing and notice requirements (e.g., Hart-Scott-Rodino); 
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(iii) environmental matters; (iv) land use and subdivisions; (v) tax; (vi) patents, 
copyrights, trademarks and intellectual property; (vii) governmental procurement; 
(viii) racketeering; (ix) health and safety; (x) labor and employment; (xi) national and 
local emergencies; (xii) requirements and provisions of the USA Patriot Act or 
Foreign Corrupt Practices Act, terrorism, foreign assets control, and foreign 
investment review or approval; (xiii) possible judicial deference to acts of sovereign 
states; (xiv) criminal and civil forfeiture; (xv) statutes of general application to the 
extent they provide for criminal prosecution (e.g., mail fraud, wire fraud and money 
laundering statutes); (xvi) privacy; and (xvii) regulation oflenders or opinion 
recipients, or the conduct of their business, and that may relate to the Transaction 
Documents or the Transaction; 

( c) compliance with fiduciary duty requirements; 

( d) the statutes and ordinances, the administrative decisions, and the rules 
and regulations of counties, cities, towns, municipalities and special political 
subdivisions (whether created or enabled through legislative action at the federal, 
state or regional level), and judicial decisions to the extent that they deal with any 
such statutes, ordinances, administrative decisions, rules or regulations; 

( e) fraudulent transfer and fraudulent conveyance laws; 

(f) pension and employee benefit laws and regulations; 

(g) each Seller's title to or the condition of title of any property; 

(h) the creation, attachment, perfection, priority or enforcement ofliens or 
encumbrances, except to the extent expressly noted to the contrary in this opinion 
letter; and 

(i) laws, regulations, policies and proceedings regarding or affecting 
public or private utilities or the protection of the environment or health and welfare of 
any person. 

D-3 We express no opinion as to the enforceability of: 

(a) provisions related to the waiver of rights, remedies, defenses and 
obligations or waivers of good faith and reasonableness, including, without limitation, 
attempts to waive applicable statutes oflimitations (including by shortening or 
extending) or rights to a jury trial, or attempts to change or waive rules of evidence or 
to fix the method or quantum of proof; 
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(b) provisions permitting the pursuit of inconsistent or cumulative 
remedies; 

( c) provisions purporting to indemnify, release, exculpate, hold harmless 
or exempt any party from liability for its own gross negligence, recklessness, willful 
misconduct, intentional harm, criminal violations, unlawful conduct, strict product 
liability, other wrongdoing, or for securities law liabilities; 

( d) provisions establishing or waiving evidentiary standards; 

( e) provisions providing for payment of attorneys' fees incurred in a 
dispute or enforcement action (i) to a party other than the prevailing party, (ii) at a 
procedural level beyond the trial or initial dispute resolution level, or (iii) purporting 
to limit judicial discretion regarding determination of the amount of such fees and 
related costs; 

(f) choice oflaw, choice of forum, consent to jurisdictions (both as to 
personal jurisdiction and subject matter jurisdiction) and service of process 
provisions; 

(g) arbitration provisions; 

(h) provisions that are unconscionable as a matter of law; and 

(i) provisions that would permit the exercise of remedies without 
consideration of the materiality of (i) the breach, and (ii) the consequence of the 
breach to the party seeking enforcement. 

For purposes of expressing the opinions herein, (a) we have examined the statutory 
laws and regulations of the States of Oregon and Delaware, and the statutory laws and 
regulations of the United States of America which, in our experience, are normally applicable 
to the purchase and sale of personal and intangible property, without our having made any 
special investigation as to the applicability of any specific law, including without limitation 
any law specific to the ownership or operation of the Assets, (b) we have assumed that those 
laws govern the construction, interpretation and enforcement of the Transaction Documents, 
whether or not any of the Transaction Documents includes a choice-of-law provision 
stipulating the application of the laws of some other jurisdiction and ( c) our opinions are 
limited to such laws. We have not reviewed, nor are our opinions in any way predicated on 
an examination of, the laws of any other jurisdiction, and we expressly disclaim 
responsibility for advising you as to the effect, if any, that the laws of any other jurisdiction 
may have on the opinions set forth herein. 

The opinions expressed herein (a) are limited to matters expressly stated herein, and 
no other opinions may be implied or inferred, including that we have performed any actions 
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in order to provide the legal opinions and statements contained herein other than as expressly 
set forth, and (b) are as of the date hereof (except as otherwise noted above). We disclaim 
any undertaking or obligation to update these opinions for events and circumstances 
occurring after the date hereof (including changes in law or facts, or as to facts relating to 
prior events that are subsequently brought to our attention), or to consider their applicability 
or correctness as to persons or entities other than the addressees. 

This opinion letter is being rendered only to you and is solely for your benefit in 
connection with the Transaction Documents and the Transaction. This opinion letter may not 
be used or relied on for any other purpose or by any other person or entity without our prior 
written consent. 

Very truly yours, 

PERKINS COIE LLP 
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EXIDBITA 

FOREIGN QUALIFICATION CERTIFICATES 

SEE ATTACHED 
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EXHIBITD 

FORM OF BILL OF SALE 



FINAL FORM 

BILL OF SALE 

This Bill of Sale (this "Bill of Sale") dated as of the_ day of , 2016, is made 
by Cline Butte Water, LLC, a Delaware limited liability company ("CBW'), Cline Butte Environmental, 
LLC, a Delaware limited liability company ("CBE', and together with CBW, "Cline Butte"), Running Y 
Water, LLC, a Delaware limited liability company ("RYW'), and Running Y Environmental, LLC, a 
Delaware limited liability company ("RYE", and together with RYW, the "RY Utilities", and the RY 
Utilities collectively with Cline Butte, the "Sellers"), for the benefit of SouthWest Water Company, a 
Delaware corporation (the "Purchaser"). Capitalized terms not otherwise defined herein shall have the 
meanings given to them in the Asset Purchase Agreement (as defined below). 

RECITALS 

WHEREAS, the Sellers, the Purchaser and Oregon Resorts, LLC, a Delaware limited liability 
company, have executed and delivered an Asset Purchase Agreement (the "Asset Purchase Agreement"), 
dated as of September 27, 2016, pursuant to which each of the Sellers has agreed to sell to the Purchaser 
all of such Seller's respective right, title and interest in and to the Assets, in exchange for the 
consideration set forth therein; and 

WHEREAS, pursuant to the terms of the Asset Purchase Agreement, each of the Sellers desires to 
transfer and assign to the Purchaser all of such Seller's respective right, title and interest in and to the 
Assets, and the Purchaser desires to acquire all of such Seller's right, title and interest in and to the 
Assets. 

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which 
are hereby aclmowledged and effective as of the Closing, each of the Sellers does hereby sell, transfer, 
convey, assign and deliver unto the Purchaser, its successors and assigns forever, all of such Seller's right, 
title and interest in and to the Assets, free and clear of all Liens, except Permitted Liens. Notwithstanding 
anything expressed herein to the contrary, the Excluded Assets are specifically excluded from the Assets 
and shall be retained by the applicable Seller following the Closing. 

This Bill of Sale and all of the provisions hereof shall be binding upon the Sellers and their 
respective successors and permitted assigns and shall inure to the benefit of the Purchaser and its 
successors and permitted assigns. Nothing in this Bill of Sale is intended to confer upon any other person 
except the Purchaser and the Sellers any rights or remedies hereunder or shall create any third party 
beneficiary rights in any person. 

This Bill of Sale is being delivered pursuant to the Asset Purchase Agreement and shall be 
construed consistently therewith. In the event of any conflict or ambiguity between the terms of the Asset 
Purchase Agreement and the terms of this Bill of Sale, the terms of the Asset Purchase Agreement shall 
control. This Bill of Sale is not intended to, and does not in any manner, enlarge, diminish or modify the 
rights and obligations of the parties to the Asset Purchase Agreement, including without limitation any 
representations, warranties or indemnification obligations contained therein. The Purchaser aclmowledges 
that the Sellers make no representation or warranty with respect to the Assets except as specifically set 
foiih in the Asset Purchase Agreement. 

The parties hereto agree to execute such documents and other papers and perform such further 
acts as may be reasonably required to carry out the provisions hereof and the transactions contemplated 
hereby. 

[Remainder of Page Intentionally Blank.] 
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This Bill of Sale may be executed in counterparts, each of which shall be deemed an original, but 
all of which together shall constitute one and the same instrument. 

This Bill of Sale is to be governed by and construed in accordance with the laws of the State of 
Oregon without regard to its conflicts of law principles. 

IN WITNESS WHEREOF, each of the Sellers and the Purchaser have caused this Bill of Sale to 
be signed on the date first above written. 

CLINE BUTTE WATER, LLC 

By: ____________ _ 
Name: _____________ _ 
Title: ______________ _ 

RUNNING Y UTILITIES, LLC 

By: ____________ _ 
Name: _____________ _ 
Title: ______________ _ 

CLINE BUTTE ENVIRONMENTAL, LLC 

By: ____________ _ 
Name: _____________ _ 
Title: ______________ _ 

RUNNING Y ENVIRONMENTAL, LLC 

By: _____________ _ 
Name: _____________ _ 
Title: ______________ _ 

ACCEPTED AND ACKNOWLEDGED: 
SOUTHWEST WATER COMP ANY 

By: ____________ _ 
Name: _____________ _ 
Title: ______________ _ 
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EXHIBITE 

FORM OF ASSIGNMENT AND ASSUMPTION AGREEMENT 



FINAL FORM 

ASSIGNMENT AND ASSUMPTION AGREEMENT 

This Assignment and Assumption Agreement (this "Agreement") is made and entered 
into effective as of ], 2016 by and among Cline Butte Water, LLC, a Delaware 
limited liability company ("CBW"), Cline Butte Environmental, LLC, a Delaware limited 
liability company ("CBE", and together with CBW, "Cline Butte"), Running Y Water, LLC, a 
Delaware limited liability company ("RYW"), and Running Y Environmental, LLC, a Delaware 
limited liability company ("RYE", and together with RYW, the "RY Utilities", and the RY 
Utilities collectively with Cline Butte, the "Sellers"), on the one hand, and South West Water 
Company, a Delaware corporation (the "Purchaser"), on the other hand. Capitalized terms not 
otherwise defined herein shall have the meanings given to them in the Asset Purchase Agreement 
(as defined below). 

RECITALS 

WHEREAS, the Sellers, the Purchaser and Oregon Resorts, LLC, a Delaware limited 
liability company, have executed and delivered an Asset Purchase Agreement, dated as of 
September 27, 2016 (the "Asset Purchase Agreement"), pursuant to which, among other things, 
each of the Sellers has agreed to sell, transfer, convey, assign and deliver to the Purchaser certain 
of the assets and property of such Seller related to the Businesses, and the Purchaser has agreed 
to assume certain liabilities and obligations of the Sellers, as more fully set forth in the Asset 
Purchase Agreement; and 

WHEREAS, pursuant to the terms of the Asset Purchase Agreement, each of the Sellers 
has agreed to assign, and the Purchaser has agreed to assume certain contracts of such Seller, 
including the Assumed Contracts and excluding those contracts identified as Excluded Assets 
under Section 2.2 of the Asset Purchase Agreement (the "Assigned Contracts"); 

WHEREAS, pursuant to the terms of the Asset Purchase Agreement, each of the Sellers 
has agreed to assign, and the Purchaser has agreed to assume all Permits of such Seller relating to 
the Businesses, to the extent legally assignable or transferable (the "Assigned Permits"); and 

WHEREAS, pursuant to the terms of the Asset Purchase Agreement, the Purchaser has 
agreed to assume certain liabilities and obligations of the Sellers as more fully described in the 
Asset Purchase Agreement. 

NOW, THEREFORE, for good and valuable consideration, as of the Closing and in 
accordance with the terms of the Asset Purchase Agreement, the parties hereto agree as follows: 

The Sellers hereby sell, transfer, convey, assign and deliver to the Purchaser, and the 
Purchaser hereby agrees to accept such sale, transfer, conveyance, assignment and delivery of, 
the Assigned Contracts and the Assigned Permits, free and clear of all Liens (other than 
Permitted Liens). 

Each of the Sellers hereby sells, transfers, conveys, assigns and delivers to the Purchaser 
all of such Seller's right, title and interest in all of the Assets that are intangible personal property 
and the Assumed Liabilities. The Purchaser undertakes and assumes the Assumed Liabilities 
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effective at the time of the Closing, and does not assume any of the Excluded Liabilities, and the 
parties hereto agree that the Excluded Liabilities shall remain the sole responsibility of the 
Sellers as more fully described in the Asset Purchase Agreement. 

Nothing in this Agreement or in the Asset Purchase Agreement shall be construed as an 
agreement to assign any Assigned Contract, Assigned Permit or other Asset that by its terms or 
pursuant to applicable Law is not capable of being sold, assigned, transferred or delivered 
without the consent or waiver of a third party or Governmental Authority unless and until such 
consent or waiver shall be given. 

This Agreement is being delivered pursuant to the Asset Purchase Agreement and shall 
be construed consistently therewith. In the event of any conflict or ambiguity between the terms 
of the Asset Purchase Agreement and the terms of this Agreement, the terms of the Asset 
Purchase Agreement shall control. This Agreement is not intended to, and does not in any 
manner, enlarge, diminish or modify the rights and obligations of the parties to the Asset 
Purchase Agreement, including, without limitation, any representations, warranties or 
indemnification obligations contained therein. 

This Agreement and all of the provisions hereof shall be binding upon the Sellers and 
their successors and permitted assigns and shall inure to the benefit of the Purchaser and its 
successors and permitted assigns. 

The parties hereto agree to execute such documents and other papers and perform such 
further acts as may be reasonably required to carry out the provisions hereof and the transactions 
contemplated hereby. 

This Agreement may be executed in counterparts, each of which shall be deemed an 
original, but all of which together shall constitute one and the same instrument. 

This Agreement is to be governed by and construed in accordance with the laws of the 
State of Oregon without regard to its conflicts of law principles. 

[Signature page follows.] 
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IN WITNESS WHEREOF, each of the Sellers and the Purchaser have caused this 
Agreement to be signed on the date first above written. 

CLINE BUTTE WATER, LLC 

Name: 
Title: 

CLINE BUTTE ENVIRONMENTAL, LLC 

Name: 
Title: 

RUNNING Y WATER, LLC 

Name: 
Title: 

RUNNING Y ENVIRONMENTAL, LLC 

Name: 
Title: 

SOUTHWEST WATER COMPANY 

By: _______________ _ 
Name: 
Title: 

132618503.4 



EXHIBITF 

FORM OF ASSIGNMENT OF INTELLECTUAL PROPERTY 



FINAL FORM 

ASSIGNMENT OF INTELLECTUAL PROPERTY 

This Assignment of Intellectual Property (this "Assignment"), dated as of the_ day of 
_______ , 2016, is made by and among Cline Butte Water, LLC, a Delaware limited 
liability company ("CB W'), Cline Butte Environmental, LLC, a Delaware limited liability 
company ("CBE", and together with CBW, "Cline Butte"), Running Y Water, LLC, a Delaware 
limited liability company ("RYW'), and Running Y Environmental, LLC, a Delaware limited 
liability company ("RYE", and together with RYW, the "RY Utilities", and the RY Utilities 
collectively with Cline Butte, the "Sellers"), on the one hand, and South West Water Company, a 
Delaware corporation (the "Purchaser"), on the other hand. Capitalized terms not otherwise 
defined herein shall have the meanings given to them in the Asset Purchase Agreement (as 
defined below). 

WHEREAS, the Sellers, the Purchaser and Oregon Resorts, LLC, a Delaware limited 
liability company, have executed and delivered an Asset Purchase Agreement (the "Asset 
Purchase Agreement"), dated as of September 27, 2016, pursuant to which each of the Sellers 
has agreed to sell to the Purchaser all of such Seller's respective right, title and interest in and to 
the Assets, including, but not limited to, the Seller Intellectual Property; 

WHEREAS, the Sellers own unregistered trade names, trademarks and service marks, 
domain names and other Internet addresses or identifiers, trade dress and similar rights and 
applications (the "Trademarks") and trade secrets, know-how, inventions, methods, processes 
and processing instructions, technical data, specifications, research and development 
information, technology including rights and licenses, product roadmaps, customer lists and 
other information, in each case to the extent any of the foregoing derives economic value (actual 
or potential) from not being generally known to other Persons who can obtain economic value 
from its disclosure or use (collectively, the "Trade Secrets"), in each case, as set forth on Annex 
A hereto; 

WHEREAS, the Purchaser desires to acquire all of such Seller's respective rights in and 
to the Trademarks and the Trade Secrets, and such Seller is willing to assign to the Purchaser its 
right, title and interest in and to the Trademarks and Trade Secrets, in accordance with the terms 
and conditions of the Asset Purchase Agreement; and 

WHEREAS, in order to effectuate such Seller's assignment of its entire right, title and 
interest in and to the Trademarks and Trade Secrets in accordance with the terms and conditions 
of the Asset Purchase Agreement, such Seller is executing this instrument of assignment. 

NOW, THEREFORE, for good and valuable consideration, the receipt and adequacy of 
which is hereby acknowledged, each of the Sellers agrees as follows: 

1. Such Seller does hereby sell, assign, convey and transfer to the Purchaser, its 
successors, assigns and legal representatives, and the Purchaser does hereby accept, in 
accordance with the terms and conditions of the Asset Purchase Agreement, such Seller's right, 
title and interest in and to the following property: 
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a) the Trademarks and the Trade Secrets set forth on Annex A, in each case, together 
with the goodwill of the Businesses symbolized by said Trademarks and Trade 
Secrets; and 

b) all causes of action for, and claims for damages by reason of any infringement of 
the Trademarks or the Trade Secrets set forth on Annex A, which causes of action 
and claims arose prior to the date of execution hereof. 

IN WITNESS WHEREOF, the parties have caused this instrument to be executed on the 
date first indicated above. 

CLINE BUTTE WATER, LLC 

By: ___________ _ 
Name: _____________ _ 
Title: --------------

RUNNING Y UTILITIES, LLC 

By: ___________ _ 
Name: _____________ _ 
Title: 
-------------~ 

CLINE BUTTE ENVIRONMENTAL, LLC 

By: ___________ _ 
Name: _____________ _ 
Title: --------------

RUNNING Y ENVIRONMENTAL, LLC 

Acknowledged as of the date first written above: 

SOUTHWEST WATER COMPANY 

By: _________ _ 
Name: -----------
Title: -----------

2105-1011I500864.1 

132989024.2 
-2-



2105-1011I500864.l 

132989024.2 

Annex A 



EXHIBITG 

FORM OF OPERATIONS AND MAINTENANCE AGREEMENT 



FINAL FORM 

A PROFESSIONAL SERVICE CONTRACT 

This Professional Service Contract ("Contract") is entered into as of this 

__ day of ____ , 2016 (the "Effective Date") by and between FNF NV 

Brasada, LLC, a Delaware limited liability company ("OWNER") and SWWC 

Services, Inc., a Delaware corporation ("SWWC"). 

RECITALS 

WHEREAS, the OWNER owns and operates, a wastewater collection 

system consisting of three lift stations and a 0.21 MGD wastewater treatment plant 

described in Exhibit 'A' (the "FACILITIES"), which are operated for the purpose of 

providing wastewater collection and treatment for the Brasada Ranch Resort; and 

WHEREAS, this Contract provides for SWWC to furnish to the 

OWNER certain services for the proper maintenance and operation of the 

FACILITIES, as is currently provided by OWNER'S staff, and to receive 

compensation from the OWNER for those services rendered, all in accordance with 

the following terms and conditions. 

NOW, THEREFORE, in consideration of the mutual promises and covenants 

herein contained and for other good and valuable consideration, the receipt, adequacy 

and sufficiency of which are hereby acknowledged, OWNER and SWWC agree as 

follows: 

I. 
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BASIC SERVICES TO BE PERFORMED BY SWWC 

Section 1.00. Basic Services. The cost for the basic services to be --..-...-...-....-....---.......... ~---"'"""""='"-""""""" ................. ~ 

performed by SWWC for the OWNER is included in the base operations fee, which 

will be paid by the OWNER to SWWC in accordance with Exhibit 'B'. 

Section 1.01. Certified Personnel. SWWC affirms that the Facilities 

will be operated by SWWC personnel who possess valid Operational Licenses as 

required by the State of Oregon. 

Section 1.02. Facilities Inspections. SWWC shall provide for daily 

inspection of the FACILITIES, and shall maintain a written log of the date, time, and 

operator's name performing each inspection as a part of the OWNER'S permanent 

records. SWWC shall have full and complete access to and right to monitor 

OWNER's SCADA system. SWWC shall follow the minimum monitoring and 

reporting requirements as outlined in the Water Pollution Control Facilities Permit 

Number 102716. All monitoring and reporting records will become a part of the 

Owner's permanent records. 

Section 1.03. Routine Preventive Maintenance. SWWC's staff will 

perform, as required, routine preventive maintenance on equipment (exclusive of IT 

maintenance which will be conducted by OWNER) at the FACILITIES as specified 

by the respective equipment manufacturers to extend the useful life of the equipment. 

Section 1.04. Department of Environmental Quality ("DEQ") 

Liaison. SWWC will be available for meetings with DEQ representatives for 

regulatory Compliance Sampling Inspections (CSI). This includes making all records 

available for DEQ inspection and review. 
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Section 1.05. Chemical Inventories. SWWC's staff will manage and 

maintain an inventory of chemicals routinely used in the operation of the 

FACILITIES. Chemical inventories will be stored at the FACILITIES in quantities 

sufficient to enable continuous operation of the FACILITIES. All chemicals shall be 

appropriately stored and maintained. 

Section 1.06. Compliance Reports. As requested by the OWNER, 

SWWC will promptly prepare and submit operational and compliance reports 

required by the Oregon DEQ, the United States EPA, and any other local, state or 

federal agency in accordance with the filing deadlines of any such agencies. SWWC 

will report test results in accordance with all applicable agency rules and will 

communicate immediately with the OWNER when any remedial actions are 

necessary 

Section 1.8. Correspondence and Inquiries. SWWC will respond 

to all correspondence and/or inquiries from the OWNER in a prompt and professional 

manner. 

Section 1.09. Customer Relations. SWWC will render to the 

OWNER any reasonable assistance in the promotion of good relations with the 

OWNER's customers. 

=S ..... ec ... t __ io __ n;;..;1=.=1=1.'----'M=e=e=tin=gs=. If requested, SWWC representatives shall 

attend regularly scheduled OWNER meetings or any other meeting, which have an 

agenda item pertaining to the operating the FACILITIES. 
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OTHER OPERATIONAL SERVICES TO BE PERFORMED BY SWWC 

Section 2.00. Other Operational Services. SWWC will provide the 

additional operational services set forth in this Article II. The OWNER will pay 

SWWC for such services based on the current rates for personnel and equipment and 

the materials and subcontract provisions reflected in Exhibit 'B', as applicable, 

unless otherwise noted in this Article II. 

Section 2.01. Emergency Repairs. SWWC will respond to any 

emergency (as hereinafter defined) throughout the year regardless of the day or the 

time of day. The OWNER will be responsible for all additional expenses associated 

with an Emergency Repair. If not paid directly by OWNER, the OWNER will 

reimburse SWWC for all expenses, with any such expenses marked up 10%. 

Section 2.02. [Reserved] 

Section 2.03. Grounds Keeping and Mowing. OWNER will be 

responsible for grounds keeping and mowing of the FACILITIES and Drain Fields. 

Section 2.04. Other Laboratory Testing. SWWC will perform, or 

have performed, all sampling and laboratory analysis necessary to meet all state and 

federal water quality regulations and to meet all permit requirements for the 

OWNER's FACILITIES. SWWC will perform, or have performed, other tests, 

including but not limited to, those requested by the OWNER, DEQ, the BP A, or any 

other governmental agency with jurisdiction over the OWNER's FACILITIES. If not 

paid directly by Owner, the OWNER will reimburse SWWC for the sampling and 

laboratory analysis, with any such expenses marked up 10%. 
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Section 2.05. Energy Expenses. All electricity and natural gas 

expenses will be directly paid by the OWNER. If not paid directly by OWNER, the 

OWNER will reimburse SWWC for energy expenses, with any such expenses marked 

up 10%. 

Section 2.06. Miscellaneous Expenses and Reimbursements for all 

other Costs. All miscellaneous expenses and reimbursements for all other costs 

including, but not limited to, property tax, DEQ fees and any other expenses 

necessary to operate the FACILITIES will be directly paid by the OWNER. If not 

paid directly by OWNER, the OWNER will reimburse SWWC for miscellaneous 

expenses, with any such expenses marked up 10%. 

Section 2.07. Chemical Expenses. SWWC will assist OWNER to 

maintain a minimum inventory of chemicals, supplies, and other spare parts required 

for on-going operation of the FACILITIES. If not paid directly by OWNER, the 

OWNER will reimburse SWWC for these costs, with any such expenses marked up 

10%. 

Section 2.08. Consent to Incur Expense. SWWC will obtain the written 

consent of the OWNER prior to incurring expenses reimbursable or payable by 

OWNER (a) if the expense is not included the OWNER's repair and maintenance 

expense budget, as it may be amended ("R&M EXPENSE BUDGET") as delivered 

to SWWC, or (b) if the expense is greater than $1,000, regardless if it is on the R&M 

Budget. OWNER shall provide a written copy of the R&M Budget to SWWC for 

each fiscal year within 60 days following the end of the most recently completed 

fiscal year. 

2105-1011 / 503211.1 
132627623.9 



III. 

FACILITIES 

_Se_c_ti_'o_n_3_.0_0_. __ F_A_C_I_L_I_T_IE_S. OWNER shall: be responsible for all 

non-capital maintenance and any additional design, finance and construction of the 

FACILITIES to meet customer growth and regulatory requirements and mitigate 

nuisance conditions; provide SWWC use of the land, equipment, buildings, structures 

and facilities under ownership of OWNER that are integral to the routine Operation, 

Maintenance and Management of the FACILITIES; and make all capital expenditures 

at the FACILITIES as necessary to maintain the safe and efficient operation of the 

wastewater treatment plant. 

IV. 

INSURANCE 

SWWC shall procure and maintain throughout the term of this Contract, at its 

sole cost and expense, insurance of the types and in the minimum amounts set forth 

below. Upon request, SWWC shall furnish certificates of insurance to the OWNER 

evidencing compliance with the insurance requirements hereof. Any such 

Certificates provided shall list SWWC, the name of the insurance company, the 

policy number, the term of coverage, and the limits of coverage required by this 

Contract. SWWC shall cause its insurance companies to endeavor to provide the 

OWNER with at least thirty (30) days prior written notice of any cancellation, of the 

insurance coverage required under this Contract. Worker's Compensation insurance 

will be maintained in accordance with the laws of the State of Oregon, and 
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Employer's Liability coverage with a limit of not less than $500,000 each employee 

for Occupational Disease; $500,000 policy limit for Occupational Disease, and 

Employer's Liability of $500,000 each accident. 

• Commercial General Liability insurance, including coverage for 

Products/Completed Operations, Contractual Liability, Personal Injury/ Advertising 

Liability, and Bodily Injury and Property Damage with limits of not less than 

$2,000,000 .......................................................................................... general aggregate limit 

$1,000,000 ................................................................ each occurrence, combined single limit 

• Business Automobile Liability coverage applying to owned and hired 

automobiles, with limits of not less than $1,000,000 each occurrence combined single 

limit for Bodily Injury and Property Damage combined. 

• Umbrella Liability coverage with limit not less than $1,000,000 each 

occurrence, combined single limit. 

• Contractors Pollution Coverage with limits not less than $2,000,000 

each claim/annual aggregate. 

The OWNER and the OWNER's agents and employees shall be added as additional 

insured to all coverage's required under this Contract, except for worker's 

compensation insurance. SWWC, and not the OWNER, shall be responsible for 

paying the premiums and deductibles, if any, that may from time to time be due under 

all of the insurance policies required of SWWC. 
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v. 

GUARANTIES, INDEMNITY AND LIMITATIONS 

Section 5.00. [Reserved] 



Section 5.01. Condition of FACILITIES. The OWNER affirms to SWWC 

that, to the best of its knowledge and belief and except as disclosed on Exhibit 'C' to 

this Agreement ("DISCLOSED CONDITIONS"), the FACILITIES have been or will 

be built in accordance with all applicable local, state and federal regulations, are or 

will be in good working order, do not contain any known defective equipment, and 

are suitable and adequate for the reasonable need of the OWNER's present and/or 

expected future customers. The OWNER will be responsible for all costs, expenses, 

fees, fmes and penalties associated with the Disclosed Conditions. 

Section 5.02. Damage to FACILITIES. SWWC will not be 

required to repair or replace any of the FACILITIES or system damaged due to flood, 

fire, explosion, riot, revolution, civil disturbance, war, and acts of God or due to the 

acts or omissions of any entity or person other than SWWC, its employees, agents, 

representatives or subcontractors or anything beyond SWWC's control. SWWC will 

notify the OWNER of such damage, both orally and in writing, as soon as possible 

after the damage occurs. 

Section 5.03. Indemnity. AS PART OF THE 

CONSIDERATION FOR TIDS CONTRACT, SWWC AND THE OWNER, 

FOR THEMSELVES AND THEIR RESPECTIVE SUCCESSORS AND 

ASSIGNS, AGREE TO DEFEND, INDEMNIFY AND HOLD HARMLESS 

EACH OTHER AND THEIR RESPECTIVE OFFICERS, DIRECTORS, 

REPRESENTATIVES, AND AGENTS, FROM EVERY LOSS, DAMAGE, 

INJURY, COST, EXPENSE, CLAIM, JUDGMENT, OR LIABILITY OF 

EVERY KIND OR CHARACTER, WHETHER IN CONTRACT, TORT, OR 
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OTHERWISE, WHICH ARISES DIRECTLY OR INDIRECTLY FROM 

SWWC OR THE OWNER'S WILLFUL, INTENTIONAL, RECKLESS, OR 

NEGLIGENT (WHETHER ACTIVE, PASSIVE, OR GROSS) ACTS OR 

OMISSIONS RELATED TO OR ARISING FROM TIDS CONTRACT. THIS 

INDEMNITY AND HOLD HARMLESS PROVISION WILL APPLY 

WHETHER SUCH ACTS OR OMISSIONS ARE CONDUCTED BY SWWC, 

THE OWNER OR ANY SUBCONTRACTOR OR AGENT OF SWWC OR 

THE OWNER. 

Section 5.04. Reasonable Diligence. All services shall be of good 

quality and shall be performed in a professional manner. The standard of care for all 

professional and related services performed or furnished by SWWC under this 

Contract will be the care and skill ordinarily used by members of SWWC's 

profession, practicing under similar conditions at the same time and in the same 

general locality. Notwithstanding any other provision of this Agreement, SWWC 

will be liable for any direct or indirect loss, injury or damages resulting from the 

diminution or interruption of service within the OWNER's wastewater treatment 

plant that is caused by the willful misconduct or negligence (whether active, passive 

or gross) of SWWC, its employees, representatives, agents or subcontractors. 

SWWC shall provide OWNER with a Certificate of Insurance evidencing its various 

coverages and limits. 

Section 5.05. Force Majeure. In addition to the parties' rights and 

obligations set forth in Section 5.04 above, SWWC will not be in default if 

performance of SWWC's obligations under this Contract is delayed, disrupted or 
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becomes impossible because of any act of God, war, flood, earthquake, fire, strike, 

accident, civil commotion, epidemic, act of government, or any other cause beyond 

the control of the parties (collectively, "Force Majeure"). Upon occurrence of any 

such event, SWWC will carry out its responsibilities under this Contract to the best of 

its ability under the circumstances, and SWWC will not be responsible for any 

damages, fines, penalties or claims resulting therefrom. If any additional expense is 

incurred by SWWC in such operation, that expense will be deemed to be an 

extraordinary expense, all of which will be paid by the OWNER to SWWC in 

accordance with Paragraph II of Exhibit B. 

Section 5.06. Compliance with Applicable Laws. SWWC will 

sample and analyze the effluent from the FACILITIES in compliance with all 

applicable local, state, and federal laws, and rules. 

VI. 

PAYMENTS 

The OWNER will pay SWWC for services to be rendered under this Contract in 

accordance with the fee schedules contained in Exhibit 'B'. SWWC shall provide its 

invoices to the OWNER on a monthly basis. The designated SWWC Contract 

Representative shall approve and initial SWWC's invoices before they are submitted 

to the OWNER'S bookkeeper. Any and all payments set forth in Article II above, 

shall be governed by the terms and conditions of this Article VI herein. If said 

invoices are provided as set forth above and if the OWNER fails to issue a check to 

SWWC to pay the undisputed invoiced amount within thirty (30) days of the invoice · 

date, the OWNER will pay to SWWC, in addition to the amount owed, interest at a 
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rate of one and one half percent (1.5%) per month or the maximum rate allowed by 

law, whichever is greater, until payment is received by SWWC. 

VII. 

TERM, TERMINATION, AND RECORDS 

Section 7.00. Term. This Contract commences on the Effective Date 
~;;..;.;;;.;"-=-..;...;.;;;....;;..;... _ __;;;;...=..=:.;, 

and will remain in effect thereafter, subject to the right of either party to terminate 

this Contract in accordance with Section 7.01 below. 

;;;;;;S..;;;.e.;;;..ct=io=n=...:.7..;..;.0;..;l=.--T=er;;..;m=in:;.;;;;a;;.;t=io;;;.;n=. Except as otherwise provided in Article 

VI, this Contract may be terminated by either party, without cause, by the giving of a 

one hundred twenty-day (120) written notice of such termination to the other party at 

its address ofrecord (Section 8.05). The OWNER agrees to pay SWWC all fees and 

charges for services provided up to the date of termination. 

Section 7.02. OWNER Records. SWWC will maintain records that 

SWWC initiates or receives on behalf of the OWNER. The OWNER will reimburse 

SWWC for the costs incurred by SWWC in archiving these records. If this Contract 

is terminated, SWWC will promptly deliver to the OWNER or the OWNER's 

designated agent all of said records. SWWC will make copies, at SWWC's expense, 

of any of those records. 

Section 8.00. 

Section 8.01. 
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VIII. 

MISCELLANEOUS 

[Reserved] 

[Reserved] 



.... s .... ec,..ti='o"""n--.8 ...... 0 .... 2 ....... ____ M ____ o=difi=' =•c"'"a"'"ti=o--n. Modification of this Contract may be 

made only by a written document signed by representatives of both SWWC and the 

OWNER . 

.... s .... ec,..ti __ ·o"""n--.8 ...... 0 ..... 3 ...... ____ A=s=s=ig=n=a=b=ili="ty""'"". Except in the case of a sale of all or 

substantially all of the assets of either party, a merger, consolidation, or transfer of 

50% or more of the stock of either party, neither SWWC nor the OWNER may assign 

its interest in this Contract without the prior written consent of the other party, which 

consent shall not be unreasonably withheld or delayed; provided, however, OWNER 

shall be entitled to assign its interest in this Contract to any successor owner of the 

FACILITIES or to any affiliate of OWNER, in each case without the prior written 

consent of SWWC. 

Section 8.04 • [Reserved] 

.... S .... ec,..t __ io __ n ___ s __ .o--s ____ N..._o_.t .... ic ...... e. Any notice required under this Contract will be 

in writing and sent by nationally recognized overnight courier, hand delivery, or 

certified or registered mail, return receipt requested, to the intended party's address of 

record. Notice will be deemed given upon receipt. The parties' addresses of record 

are as follows: 
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swwc 

Southwest Water Company 
Attn: General Manager, or his or her successor 
1325 N. Grand Avenue, Suite 100 
Covina, CA 91724-4044 
Tel. no. 626-543-2500 



OWNER 

Northview Hotel Group 
Attn: Matt Trevenen 
36 Narrow Rocks Road 
Westport, CT 06880 
Tel. no. 973-919-1737 

The parties shall have the right from time to time and at any time to change their 

respective addresses, and each shall have the right to specify any other address by 

giving at least fifteen (15) days' written notice to the other party. 

Section 8.06 Governing Law; Venue. The applicable laws of the 

State of Oregon shall govern this Contract and venue shall be in a court of appropriate 

jurisdiction in Multnomah County, Oregon. 

Section 8.07 Increase/Decrease in Service. In the event either 

SWWC or the OWNER determines that any scope of services contemplated in this 

Contract should be modified as a result of governmental regulations, technological 

advances or the addition or subtraction of OWNER facilities, SWWC and the 

OWNER agree to negotiate, in good faith, an appropriate change in the fees to be 

charged by SWWC to the OWNER with respect to the proposed modification in 

services. In the event the parties are unable to reach a mutual agreement, then the 

parties may retain a mediator to assist with the parties coming to a am appropriate 

change in the fees to be charged by SWWC to the OWNER regarding any proposed 

modification in services. 

Section 8.08 Attorneys' Fees. In the event of any 

dispute and/or legal action arising from an interpretation and/or performance of any 

of the provisions of this Contract, the parties hereby agree that the prevailing party 

shall be awarded reasonable attorneys' fees and costs. 

2105-1011 I 503211.1 

132627623.9 



Section 8.09 Limitation of Liability. Neither SWWC 

nor OWNER shall be liable for indirect, incidental, special, exemplary, consequential, 

incidental or punitive damages. 

Section 8.10 Integration Clause. This Contract 

contains the entire understanding, agreement of compromise and settlement between 

the parties with the respect to its subject matter, and supersedes all previous 

agreements concerning the subject matter. 

IN WITNESS WHEREOF, the parties to have executed this Contract as of the 
Effective Date. 
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SWWC Services, Inc. 

By: 
~~~~~~~~~~~~~~~ 

Name: 
Title: 

Northview Hotel Group 

By: 

By: 
~~~~~~~~~~~~~~ 

Name: 
Title: 



EXHIBIT 'A' 
FACILITIES 

The OWNER's wastewater system consists of the following facilities: 

Pressurized Wastewater Collection System and Wastewater Treatment Plant 

One (1) Pressurized Wastewater Collection System and Wastewater Treatment Plant 
located on or adjacent to Brasada Ranch Resort in Powell Butte, Crook County, 
Oregon, and including one (1) 0.21MGD Membrane Bioreactor Wastewater treatment 
plant, (3) lift stations with (3) pumps each, (1) flow equalization tank and (1) drain 
field and a pressurized wastewater collection system with appenditures that meets all 
applicable Federal, State and local laws and regulations. Grinder Pumps and Grease 
Traps are the responsibility of the OWNER's customers and not covered under this 
contract. 
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EXHIBIT 'B' 
COMPENSATION FOR SERVICES 

I. BASE OPERATIONS FEE: For and in consideration of the services outlined in 
Article I of the Contract and rendered to and on behalf of the OWNER by SWWC, 
the OWNER agrees to pay to SWWC a monthly base ll1b.or 8A4 equipm~11top~rations 
fee of The base o erations fee includes 

II. ADDITIONAL TIME: The Hourly Rate will 1Je charged for service time 
performed during normal work hours in excess of (i) .hours per month for Senior 
Utility Workers and (ii) miours per month for Utility Workers. The Overtime Rate 
will be charged for all service time performed outside of normal work hours when 
SWWC is required to pay overtime to applicable personnel under applicable law or 
labor agreement. Both the Hourly Rate and the Overtime Rate will be billed at the 
respective current rate. The initial rates are listed below and will increase annually by 
the average percentage rate increases for all of SWWC's Senior Utility Workers and 
Uli'li Workers, respectively, who work in the geographic region of the Facilities, up 
to on Mar~h 1 of each year. 

Senior Utility Worker 
Utility Worker 

Additional time not included in the base operations fee will only be incurred and paid 
only if approved in writing in advance by OWNER, unless the additional time was 
incurred as reasonably necessary to address an emergency without time to receive an 
approval from OWNER. SWWC will immediately provide notice to OWNER of any 
emergency expense. 

The base operation fee and any charges for additional time include all costs and 
expenses associated with the personnel performing services to OWNER, including for 
employee benefits, workers' compensation, travel time and costs, and worker tools. 

III. EXTRAORDINARY SERVICES: SWWC may render additional services not 
specified in this Contract. The OWNER may also request extraordinary services not 
anticipated and not specified in this Contract of SWWC. The OWNER and SWWC 
will, in good faith, negotiate the amount to be paid by the OWNER to SWWC for 
such extraordinary services. 
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Exhibit 'C' 
Disclosed Conditions 

1. Retrofit of both Anoxic tank mixer blades and motors at the Facilities. 

2. Engineering of a more permanent odor remediation solution at the Facilities for 
sewage storage tanks (current solution is venting tanks through carbon filters, 
which need to be occasionally replaced; more permanent solution is to install 
system to disperse gasses underground). 
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EXHIBITH 

FORM OF TRANSITION SERVICES AGREEMENT 



FINAL FORM 

TRANSITION SERVICES AGREEMENT 

THIS TRANSITION SERVICES AGREEMENT (this "Agreement") is made and entered into 
this __ day of , 2016 (the "Effective Date"), by and between Eagle Crest Management, 
LLC, a Delaware limited liability company ("Provider"), and SouthWest Water Company, a Delaware 
corporation (together with its affiliates and assigns, "Purchaser" and, together with Provider, the 
"Parties"). Capitalized terms used and not otherwise defined herein shall have the meanings ascribed to 
such terms in the Purchase Agreement (as hereinafter defined). 

WHEREAS, Cline Butte Water, LLC, a Delaware limited liability company ("CBW"), Cline 
Butte Environmental, LLC, a Delaware limited liability company ("CBE", and together with CBW, 
"Cline Butte"), Running Y Water, LLC, a Delaware limited liability company ("RYW"), and Running Y 
Environmental, LLC, a Delaware limited liability company ("RYE", and together with RYW, the "RY 
Utilities'', and the RY Utilities collectively with Cline Butte, the "Sellers") and Oregon Resorts, LLC, a 
Delaware limited liability company, on the one hand, and Purchaser, on the other hand, have entered into 
that certain Asset Purchase Agreement, dated as of September 27, 2016 (the "Purchase Agreement"), 
pursuant to which, among other things, the Sellers are selling, and Purchaser is acquiring, certain assets of 
Sellers used or held for use in the conduct the Businesses; 

WHEREAS, prior to the Closing, Provider provided certain infrastructure, telecommunications, 
customer information processing, accounting and other services to the Sellers in the conduct of the each 
of the Businesses in the ordinary course; 

WHEREAS, Purchaser will require Transition Services (as hereinafter defined) with respect to 
the Businesses during the periods specified herein following the Closing Date; and 

WHEREAS, in connection with and as a condition precedent to the Closing of the transactions 
contemplated by the Purchase Agreement, Provider has agreed to provide, and Purchaser desires to 
contract for, the Transition Services. 

NOW, THEREFORE, the Parties, intending to be legally bound, agree as follows: 

Section 1. Engagement; Services. 

(a) Engagement of Provider. On the terms and subject to the conditions of this 
Agreement, Purchaser hereby engages Provider, and Provider hereby agrees to be engaged, to 
provide or cause to be provided from Provider or its Affiliates certain transition services, as 
described in Schedule A, for the time periods and to the extent specified herein, in connection 
with Purchaser's and its Affiliates' post-closing operation of the Businesses (such services, 
collectively, the "Transition Services"). 

(b) Purchaser may request and, if mutually and reasonably agreed, Provider will 
provide additional Transition Services during the Term for a reasonable fee to be mutually 
determined by Purchaser and Provider, provided that such additional service was provided to any 
of the Businesses prior to Closing. Such additional services will be added to Schedule A and 
deemed part of the Transition Services hereunder. 

(c) Disclaimer of Warranties. EXCEPT AS OTHERWISE SET FORTH HEREIN, 
PROVIDER MAKES NO REPRESENTATION OR WARRANTY OF ANY NATURE OR 
KIND (WHETHER EXPRESS OR IMPLIED), INCLUDING ANY IMPLIED WARRANTY OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR ANY OTHER 
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MATTER WHATSOEVER. PURCHASER ACKNOWLEDGES AND AGREES THAT 
PROVIDER HAS NOT ASSUMED AN ADVISORY OR FIDUCIARY RESPONSIBILITY IN 
FAVOR OF PURCHASER OR ITS AFFILIATES WITH RESPECT TO OFFERING THE 
TRANSITION SERVICES HEREUNDER OR ANY OTHER OBLIGATION TO PURCHASER 
OR ITS AFFILIATES EXCEPT THE OBLIGATIONS EXPRESSLY SET FORTH IN THIS 
AGREEMENT. PURCHASER AGREES THAT IT WILL NOT CLAIM THAT PROVIDER 
HAS RENDERED ADVISORY, CONSULTING OR LEGAL SERVICES OR HAS PROVIDED 
BUSINESS ADVICE OF ANY NATURE OR RESPECT, OR OWES A FIDUCIARY OR 
SIMILAR DUTY TO PURCHASER IN CONNECTION HEREWITH. 

( d) Level of Service. Provider shall provide the Transition Services hereunder in 
accordance with industry standards and with at least the same or better degree of care, skill and 
diligence with which such services were historically provided by Provider (either directly or 
indirectly through Affiliates or unaffiliated third parties) in connection with any of the 
Businesses, including with respect to the quality and timeliness of such services. 

( e) Management Resolution of Issues. Each Party agrees to (i) promptly assign an 
authorized representative to resolve issues that may arise under this Agreement, (ii) have such 
authorized representatives meet (in person or by phone, as requested by a Party) on an expedited 
basis to negotiate in good faith and decide on an appropriate resolution or plan of resolution of 
any issue and (iii) implement on a timely basis such mutually agreed resolution or plan. 

Section 2. Fees, Billing and Payment. 

(a) Fees. In consideration for the Transition Services, Purchaser shall pay to 
Provider the fees set forth on Schedule A (collectively, the "Fees"): 

(b) Billing and Payment. Provider or its applicable Affiliate shall invoice Purchaser 
monthly for the Transition Services provided during the prior month (prorated with respect to 
partial months, as applicable), and Purchaser shall remit payment to Provider or its applicable 
Affiliate within thirty (30) days after the end of the month with respect to each such invoice. In 
the event such payments are not received by Provider or its applicable Affiliate within such 
period, Provider shall have the right to suspend the Transition Services until such payment is 
received by Provider or its applicable Affiliate. 

Section 3. Term and Termination. 

(a) Term and Extension Periods. 

Unless terminated sooner in accordance with the provisions of this Agreement, 
this Agreement shall commence on the date hereof and shall, subject to Section 
3(a)(ii), terminate with respect to the Transition Services on the date that is one 
(1) year after the Closing Date (the "Initial Transition Period"), unless otherwise 
extended by the Parties in writing (any extended period an "Extension Period" 
and together with the Initial Transition Period, the "Term"). 

(b) Termination for Cause. Provider or Purchaser shall have the right to immediately 
terminate this Agreement, upon delivery of notice to the other Party, ifthe other Party: 
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(i) fails to cure a breach of any material obligation under this Agreement 
within ten (10) days after receipt of written notice describing such breach; 
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(ii) ceases to conduct business in the normal course, becomes insolvent, files 
a petition for reorganization or bankruptcy, or avails itself of any other judicial or 
administrative proceeding relating to insolvency or the protection of creditors' rights; or 

(iii) fails in any material respect to comply with applicable Laws. 

( c) Termination by Mutual Consent. This Agreement may be terminated by the 
mutual written agreement or consent of the Parties. 

( d) Termination of Certain Transition Services. Any or all of the categories of 
Transition Services may be terminated at Purchaser's option by giving no less than: (i) during the 
Initial Transition Period, seven (7) days'; or (ii) during any Extension Period, two (2) days', 
advance written notice to Provider of such termination, which notice will specify the date as of 
which such Transition Services are to be permanently discontinued. If any category of Transition 
Services as provided above is permanently discontinued in accordance with the foregoing terms, 
this Agreement will terminate as to such Transition Services as of the termination date thereof 
and if all categories of Transition Services have been so discontinued, this Agreement will 
terminate as of the termination date of the last category of Transition Services, in each case 
without further action. To the extent certain but not all of the Transition Services are terminated 
during any Extension Period in accordance with this Section 3(d), the Fees shall be reduced by an 
amount mutually agreed upon by Purchaser and Provider. 

( e) Consequences of Expiration or Tennination. If this Agreement expires or is 
terminated for any reason, each Party's obligation hereunder shall terminate immediately other 
than Purchaser's obligation to pay Provider for all unpaid obligations incurred prior to the 
effective date of such termination or expiration. The Fees will be prorated based upon the day of 
the month that the termination is effective. No termination of this Agreement shall extinguish, 
modify or otherwise affect any change in the rights or obligations of either Party relating to 
transactions occurring prior to the effective date of such termination. 

(f) Survival. The Parties acknowledge and agree that Sections l(c), i, ~ 1, 2 and 
2. shall survive the expiration or termination of this Agreement. 

(g) Mutual Cooperation and Additional Assumptions. Prior to the termination of this 
Agreement, the Parties shall reasonably cooperate in good faith to facilitate an orderly transition 
of responsibility for the Transition Services, and each Party shall deliver to the other Party copies 
of such documents, records and information as are reasonably necessary to achieve such 
transition. Upon the termination of this Agreement, Provider shall deliver promptly to Purchaser 
copies of all remaining documents, records and information in Provider's possession and owned 
by Purchaser. 

Section4. Liability; Indemnification. 

(a) Provider's Indemnification. Subject to the limitations otherwise set forth in this 
Agreement, Provider shall indemnify, hold harmless and defend Purchaser and its employees, 
officers, directors and Affiliates (the "Purchaser Indemnitees") from and against losses, claims, 
damages, liabilities, expenses (including reasonable attorneys' fees), judgments and fines actually 
incurred or suffered by the Purchaser Indemnitees as a result of (i) any breach by Provider of its 
representations, warranties or obligations under this Agreement or (ii) the gross negligence or 
intentional misconduct of Provider. Provider, at its sole cost, shall indemnify and defend 
Purchaser and hold Purchaser harmless from and against any and all claims, proceedings or 
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litigation of any kind (threatened or actual) of infringement or misappropriation (including claims 
by Provider's licensors and service providers) related to or in connection with software or other 
materials used by Provider in providing the Transition Services hereunder, perform any 
negotiations for settlement or compromise of the foregoing, and pay any and all settlements 
reached and/or costs and damages awarded in the action, together with reasonable attorneys' fees. 

(b) Purchaser's Indemnification. Purchaser shall indemnify, hold harmless and 
defend Provider and its employees, officers, directors and Affiliates (the "Provider Indemnitees") 
from and against any and all losses, claims, damages, liabilities, expenses (including reasonable 
attorneys' fees), judgments and fines incurred or suffered by the Provider Indemnitees arising out 
of or relating to (i) any breach by Purchaser of its representations, warranties or obligations under 
this Agreement, (ii) Provider's provisions of Transition Services in accordance with this 
Agreement and in compliance with Section l(d), above, or (iii) the gross negligence or intentional 
misconduct of Purchaser. 

(c) NOTWITHSTANDING ANYTHING TO THE CONTRARY IN THIS 
AGREEMENT, NEITHER PROVIDER NOR PURCHASER SHALL BE LIABLE TO THE 
OTHER PARTY FOR LOST PROFITS OR CONSEQUENTIAL, INCIDENTAL, PUNITIVE 
OR OTHER SPECIAL DAMAGES EXCEPT WITH RESPECT TO THIRD PARTY CLAIMS, 
NOR SHALL ANY PARTY BE ENTITLED TO INDEMNIFICATION TO THE EXTENT THE 
LOSS, LIABILITY, DAMAGE OR EXPENSE IS CAUSED BY A PARTY'S OWN GROSS 
NEGLIGENCE OR INTENTIONAL MISCONDUCT. IN NO EVENT WILL PROVIDER BE 
RESPONSIBLE TO PURCHASER FOR MORE THAN THE AMOUNT OF FEES RECEIVED 
BY PROVIDER UNDER THIS AGREEMENT. 

Section 5. Confidential Information. All data or information provided by Provider or 
Purchaser related to the Transition Services that the disclosing Party identifies as confidential (the 
"Confidential Infonnation") shall be used only in connection with the performance of obligations under 
this Agreement and shall not be provided to any third Person without the express written consent of the 
disclosing Party. The receiving Party shall protect such Confidential Information in accordance with the 
same safeguards it uses to protect its own Confidential Information. All copies of Confidential 
Information in written, graphic or other tangible form shall be upon request returned to the disclosing 
Party upon the expiration or tennination of this Agreement. 

Section 6. Miscellaneous. 

(a) Independent Contractors; No Agency. Nothing contained in this Agreement shall 
constitute or be deemed to constitute a partnership, or create or be deemed to create an agency 
relationship, among the Parties other than that of independent contractors. No Party hereto is 
authorized or empowered to act as an agent for or otherwise bind or commit any other Party 
hereto, and each Party agrees not to enter into any contract or agreement or make any 
commitment, representation or warranty which purports to bind any other Party hereto or 
otherwise act in the name of or on behalf of any other Party hereto, without the written consent of 
such other Party. Any Party hereto acting in contravention of this Section 6(a) shall indemnify 
and hold harmless the other Party hereto from and against any and all damages, claims, costs, or 
expenses (including reasonable attorneys' fees) arising from or attributable to any such act. 

(b) Notices. Any notice, request or demand desired or required to be given 
hereunder shall be in writing given by personal delivery, confirmed e-mail or overnight courier 
service, in each case addressed as respectively set forth below such Party's signature block or to 

2105-1011/503291.1 

132763656.4 
4 



such other address as any Party shall have previously designated by such a notice. The effective 
date of any notice, request or demand shall be the date of personal delivery, the date on which 
successful e-mail transmission is confirn1ed, or the date actually delivered by a reputable 
overnight courier service, as the case may be, in each case properly addressed as provided herein 
and with all charges prepaid. 

( c) Successors and Assigns. This Agreement and the rights and obligations of the 
Parties hereunder shall bind and inure to the benefit of the respective heirs, successors and assigns 
of the Parties, except that neither this Agreement nor any of the rights or obligations hereunder 
may be assigned or delegated by either party without the prior written consent of the other party. 
Notwithstanding the foregoing, Provider may assign its rights and obligations hereunder, in whole 
or in part, without the consent of Purchaser, (i) to any of its Affiliates or (ii) in connection with 
the sale of all or a material portion of its assets; provided such assignee succeeds in interest to all 
assets used or held for use by Provider for the provision of the Transition Services hereunder. 
Purchaser may assign its rights and obligations hereunder, in whole or in part, to any of its 
Affiliates without the consent of Provider. Purchaser may assign all or any of its rights pursuant 
to this Agreement to any of its or its Affiliate's lenders as collateral security. In addition, if 
Provider's provision of any Transition Service hereunder would be adversely affected by its sale 
of any of its other businesses, Provider agrees to cause the buyer of any such other business or 
businesses to assume Provider's performance obligations hereunder with respect to such 
Transition Service. 

( d) Waiver of Rights. The failure of Provider or Purchaser to assert any right or 
remedy upon the breach of any provision of this Agreement shall not be deemed to be a waiver of 
any present or future right hereunder, unless said waiver is made in writing and signed by the 
Party against whom enforcement is sought. 

( e) Severability of Agreement. In the event any clause, provision or paragraph of 
this Agreement is held to be illegal, invalid or unenforceable by any court of competent 
jurisdiction, such clause, provision or paragraph shall be deemed severed from the Agreement 
and shall not affect the validity of the remaining provisions of this Agreement. 

(f) Law To Govern. This Agreement shall be governed by and construed and 
enforced in accordance with the internal laws of the State of Oregon without giving effect to the 
principles of conflicts of law thereof. 

(g) Jurisdiction and Venue. Each Party irrevocably submits to the exclusive 
jurisdiction of the federal and state courts residing in Multnomah County, Oregon (the "Oregon 
Courts") for purposes of any suit, action or other proceeding arising out of this Agreement or the 
transactions contemplated by this Agreement or disputes relating hereto. Each Party agrees that 
service of any process, summons, notice or document by U.S. registered mail to such Party's 
respective address provided in accordance with Section 6(b), above, shall be effective service of 
process for any action, suit or proceeding with respect to any matters to which it has submitted to 
jurisdiction in this Section 6(g). Each Party irrevocably and unconditionally waives any objection 
to the laying of venue of any action, suit or proceeding arising out of this Agreement or the 
transactions contemplated by this Agreement or disputes relating hereto in the Oregon Courts, 
and hereby and thereby further irrevocably and unconditionally waives and agrees not to plead or 
claim in any such court that any such action, suit or proceeding brought in any such court has 
been brought in an inconvenient forum. 

2105-1011 /503291.I 
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(h) EACH OF THE PARTIES HEREBY WAIVES, TO THE FULLEST EXTENT 
PERMITTED BY APPLICABLE LAW, ALL RIGHT TO A TRIAL BY JURY IN ANY 
ACTION, PROCEEDING OR COUNTERCLAIM ARISING OUT OF OR RELATING TO 
THIS AGREEMENT OR ANY TRANSACTION CONTEMPLATED BY THIS AGREEMENT 
OR DISPUTES RELATING THERETO. 

(i) Entire Agreement; Amendments. This Agreement, together with the Purchase 
Agreement, including the exhibits, schedules and written agreements ancillary hereto and thereto, 
contains the entire understanding of the Parties with respect to the subject matter hereof and 
supersedes all previous oral and written communications, agreements and understandings 
between the Parties with respect to the subject matter herein. No change, modification or 
amendment of this Agreement shall be binding unless made in writing and signed by authorized 
representatives of both Parties. 

G) Counterparts; Facsimile. This Agreement may be executed in one or more 
counterparts, each of which will be deemed an original, but all of which together will constitute 
one and the same instrument. This Agreement may be executed and delivered by facsimile or 
other electronic transmission, and a facsimile or electronic copy of this Agreement or of a 
signature of a Party will be effective as an original. 

2105-1011I503291.1 

132763656.4 

[SIGNATURE PAGE FOLLOWS] 

6 



IN WITNESS WHEREOF, each of the Parties has caused this Agreement to be duly executed on 
its behalf by its duly authorized officer as of the date first written above. 

PROVIDER: 

By: _________ _ 
Name: 
Title: 

Address: 

PURCHASER: 

SOUTHWEST WATER COMP ANY 

By: __________ _ 
Name: 
Title: 

Address: 

2105-1011I503291.1 
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SCHEDULE A 

TRANSITION SERVICES; FEES 

Provider will provide, or cause to be provided, the following: 

1. Infrastructure and Telecommunications 
• Provider will provide to Purchaser use of the existing telecommunications infrastructure 

that supports the utilities being purchased 
• Provider will provide to Purchaser the use of existing customer support telephone 

numbers until they can be transferred into the Purchaser's system 
2. Customer Information 

• Provider will provide to Purchaser all Customer Information System processing (referred 
to as "Continental") and support to continue as performed prior to the sale including but 
not limited to management of customer information, rate structure management, meter 
management I meter read processing, bill printing and distribution, payment processing, 
collections (performed through accounting), service order management and customer 
service until customer service information converted to Purchaser's SAP customer billing 
module 

• System support agreement with Continental Utility Billing System will remain current 
and paid up for duration of service by Provider. 

• In order to support customer information conversion to SAP, Provider will provide to 
Purchaser a contact resource(s) that has the knowledge of the customer information 
system data. That resource will, on a reasonable timeframe, provide customer extract 
files to be used in the data migration process as requested 

3. Banking Matters 
• Cash Concentration: Prior to closing, Purchaser intends to open new accounts at Wells 

Fargo. Services to include ACH initiation via file upload and desktop deposit. 
• Cash Disbursements: Two weeks prior to closing, a list of active vendors (including 

TIN's) should be provided by Provider to Purchaser for setup on SAP. 
• Cash Receipts: 

4. Accounting 

i. Credit cards: Prior to closing, Purchaser shall provide new banking instructions 
to Authorize.Net, the current merchant card services vendor, redirecting deposits 
and debits for the two existing merchant accounts to new bank accounts as 
designated in writing by Purchaser, with effect as of the Closing Date. 

ii. ACH: Prior to closing, Purchaser will transmit the ACH file format requirements 
of its chosen bank to Provider. Provider will modify its ACH files for customer 
payments to conform, and post-closing will upload ACH files to the designated 
new bank account. 

iii. Checks: Provider will manage local deposits via desktop deposit to Purchaser's 
designated accounts at Wells Fargo. 

iv. Cash: Provider will post all cash payments to customer accounts and Purchaser's 
Wells Fargo bank account. 

v. Customer Payment Dropbox: Provider will process and post all customer 
payments to Purchaser's Wells Fargo bank account. 

• Require interim support from Provider to Purchaser for accounting and billing from the 
accounting system referred to as "RealTime" 

• Require Provider to provide interim support for Asset Management managed by 
accounting to Purchaser. 

2105-1011I503291.l 
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• In order to support financial and accounting conversion to SAP, we require a contact 
resource(s) that has the knowledge of the accounting system data. That resource will, on 
a reasonable timeframe, provide extract files to be used in the data migration process as 
requested 

The transition services will be provided monthly based on a fixed monthly fee o~ 

Transition Services 
Administration 
Supplies 
Mailing & Postage 
Software 

Total Transition Services 

132763656.4 
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EXHIBIT I 

OTHER ANCILLARY AGREEMENTS 



Exhibit I 
Other Ancillary Agreements 

Agreement Timing for Completion I 
Additional Details 

See Schedule I See Schedule I 

Evidence of the tennination of the Resort Management Agreement, Pre-closing 
dated November 19, 2010, between Oregon Resorts Acquisition 
Partners, LP and NVHG OR Hotel Operator, LLC for Jeld-Wen 
Portfolio as it applies to the Utility Companies (as defined therein). 

Evidence of the termination of the Services Agreement, dated Pre-closing 
August 1, 2012, by and between NVHG OR Hotel Operator, LLC 
and Cline Butte Water, LLC 

Evidence of the termination of the Services Agreement, dated July 1, Pre-closing 
2012, by and between NVHG OR Hotel Operator, LLC and Running 
YWater, LLC 

Lease between Running Y Development, LLC (Landlord) and Pre-closing 
Running Y Utilities, LLC (Tenant), dated January 3, 2011. This 
lease has expired and will be replaced by a new lease between CL V 
Properties, LLC (Landlord) and Running Y Water, LLC (Tenant). 

Systems Management Agreement, dated March 1, 1993, by and Correction of parties to 
between ECMA and CBU LTD. agreement and assignment of 

agreement to Purchaser at 
closing 

EC-X DRAIN FIELD 151223B001300-Service treatment agreement Post-closing 
between CBE and ECMA. Draft a comprehensive agreement 
between ECMA and CBU (assigned at closing) or Purchaser or its 
designee(s) to address items attached in Schedule II 

CBE REUSE PONDS-New Reuse Agreement with current property Pre-closing 
owner(s) (Weisz Family, LLC, its successors and assigns), and CBE 
(assigned at closing) or Purchaser (or its designee(s)) to amend, Agreement to address 
restate, supercede and replace that certain Recycled Water Use modifications to interested 
Agreement by and between Cline Butte Environmental, LLC and parties, set-backs and other 
Weisz Family, LLC, dated as of February 23, 2015 matters that have developed 

since original agreement. 

If the DEQ fails to timely 
consent/waive, Sellers may 
satisfy the condition 
by replacing the 16 membranes 
to bring WWTP plant effluent 
from Class C to Class B 
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resulting in permit setbacks 
reduced from 70-feet to 10-feet 
or by otherwise improving 
quality of water in a manner 
that is sufficient to not require 
DEQ consent/waiver and is 
reasonably satisfactory to 
Purchaser. 

Independent Contractor Agreement, between The Ridge at Eagle Assignment of agreement to 
Crest Association ("RECOA") and Cline Butte Utilities, dated April Purchaser at closing 
27,2015 

CBW Well #9 151216AA00300-Well 9 overflow pond and pipe on Pre-closing 
RECOA common lot. Discharge agreement between RECOA and 
CBW (assigned at closing) or Purchaser (or its designee(s)) relating If Sellers unable to timely 
to discharge Well #9 overflow pond and pipe on RECOA common establish an agreement, Sellers 
lot may satisfy condition by 

agreeing to expand overflow 
pool or similar capital project 
promptly following closing, 
such that discharge to common 
lot would not be required. 
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SCHEDULE I TO EXHIBIT I 

CLINE BUTTE WATER/ENVIRONMENTAL 
RUNNJNG Y WATER/ENVIRONMENTAL 

Real Estate Matters Task List 

Status Report As Of: September 14, 2016 (SEE LAST PAGE FOR COLOR CODING) 

CLINE BUTTE UTILITIES 

Primary Contact 

Property Action Item Action Plan CB 3rd 

party 

CBWWELLS#6 Road access over HOA roads Record commercial lot annexation KS LCC-
&#7 declaration; confirm w/attomey the BRIX 
151215006500 voting/assessment units 
Lot 73, ECII, Phs 1 

Lot line adjustment w/adjacent golf File lot line adjustment application with KS DOWL 
Lot15 Deschutes County. After approval, record 

deed from party one to party two (CBW 
to ECRD, LLC) for the golf pumping 
building carve-out.. 

Shared access (or easement) Draft agreement to address access for KS LCC-
agreement ECRD, LLC (golf course) on the current BRIX 

loop driveway that will remain on the 
Well 6/7 lot (Lot 73). 

Status Estimated Timing for 

Completion Closing 

Commercial aimexation Will record Pre-Closing 
declaration granting road access when directed 
prepared, signed; recording by CB 
pending. [recording 

triggers dues 
assessment] 

Application filed 5-24. Survey County approval Pre-Closing 
work completed. County approval complete. 
in hand. Records deeds 
Deeds to separate the adjustment by 9/30 
parcels prepared, legal 
descriptions received. Ready to 
send for signature 

Easement prepared, signed and Record after lot Pre-Closing 
recording pending. line adjustment 

complete and 
deeds recorded. 
Ready to record 
easement. 9/30 

KS (Karen Smith); CBW (Cline Butte Water.);CBE (Environmental); DOWL (Ron Hand); LCC-BRIX (Laura Craska Cooper, Brix Law LLP); ECMA (Eagle Crest Master Assoc); RYW (Running Y Water); RYE 
(Environmental) 

Cline Butte Water, LLC I Cline Butte Environmental, LLC I Running Y Water, LLC I Running Y Environmental, LLC 
Real Estate Matters Task List 
Updated: 9/1512016 
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Property 

CBWWELL#8 
l 151214CB10400 
Lot2,REC 60 

Cont. WELL#8 

Action Item Action Plan 

I Road access over HOA roads I Record co=ercial lot annexation 

I 
declaration; confirm w/attomey the 
voting/assessment units 

I Easement for a portion of the adjacent I Draft agreement to address encroachment I 
golf course pond on Lot 2. Easement and easement for access; Address 
for split usage of the building interior maintenance, cost responsibilities, 

Shared access (or easement) 
agreement w/adjacent property 
owner, Central Electric Coop. 

liability/ indemnification/ 

Draft agreement for CBC to grant access 
to CBW over a portion of the driveway 
off William Lyche Dlive; include in the 
agreement CBW grant access to CBC for 
shared use of the portion of the driveway 
extending northerly and located on CBW 
property. 

Primary Contact 

CB 

KS 

I 

LCC-
BRIX 

KS 

I 

LCC-
BRIX 

Status 

I Co=ercial annexation 
declaration granting road access 
prepared, signed; recording 
pending. 

I Pond and Pumphouse Easement 
Agreement prepared, signed and 
recording pending 

contact identified; meeting 
pending w/CBW. 

Estimated 

Will record 
when directed 
by CB 
[recording 
triggers dues 
assessment] 

Timing for 
Closing 

I Pre-Closing 

I Ready to record. I Pre-Closing 

KS (Karen Smith); CBW (Cline Butte Water.);CBE (Environmental); DOWL (Ron Hand); LCC-BRIX (Laura Craska Cooper, Brix Law LLP); ECMA (Eagle Crest Master Assoc); RYW (Running Y Water); RYE 
(Environmental) 

Cline Butte Water, LLC I Cline Butte Environmental, LLC I Running Y Water, LLC I Running Y Environmental, LLC 
Real Estate Matters Task List 
Updated: 911512016 
120446-0001/132797123.5 
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Property Action Item 

Grant easement to RECOA for the 
paved bike path located on 
"Developer Lot J". 

Well 9 overflow pond and pipe on 
RECOA common lot 

Action Plan 

Draft easement agreement from CBW to 
RECOA, RECOA responsible for 
maintenance of the pathway (current 
practice). 

Draft agreement from RECOA to CBW to 
allow discharge on RECOA common lot. 
If not approved by RECOA, CBW to 
address different discharge plan. 

Primary Contact 

CB 

KS 

KS/CB 

3ri! 

party 

LC C­
BRIX 

LCC­
BRIX 

Status 

Easement prepared and delivered 
to CBW to present to RECOA 
Board President. 

Agreement tenns summary to 
LCC. Discussion outline to 
RECOA Board 9-15 

Estimated 
Completion 

Timing for 
Closing 

CBWBOOSTER I Convey title from ECRD, LLC to I Prepare deed and record 

I 
KS 

I 
I J:?eed prepared; ready to send for I Expect by 9/30 I Pre-Closing 

STATION CBW,LLC signature 
151216AC02500 
"Utility Lot" 

CBWBOOSTER Locate comer pins to confinn no Locate comer pins; if driveway on HOA KS DOWL Driveway located and encroaches 
STATION, cont. driveway encroachment on HOA common, determine if driveway relocate 

BRIX 
on RECOA common area. 

common lot. or draft encroachment agreement witli Easement prepared and delivered 
RECOA (address I trade witli bike patli to CBW to present to RECOA 
easement). Board President. 

KS (Karen Smith); CBW (Cline Butte Water.);CBE (Environmental); DOWL (Ron Hand); LCC-BRIX (Laura Craska Cooper, Brix Law LLP); ECMA (Eagle Crest Master Assoc); RYW (Running Y Water); RYE 
(Environmental) 

Cline Butte Water, LLC I Cline Butte Environmental, LLC I Running Y Water, LLC I Running Y Environmental, LLC 
Real Estate Matters Task List 
Updated: 9/1512016 
120446-0001/132797123.5 
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Property Action Item 

BLM right of way grant- original (to 
Cline Butte Utilities) and 
amendments (to Eagle Crest, Inc.) in 
two entity names. 

Action Plan 

Discuss w/CBW attorney if any action 
appropriate regarding the separate entity 
grantees. 

Primary Contact 

CB 

KS 

3ril 

party 

LCC­
BRJX 

Status 

LCC coordinating assignment 
with BLM - Idaho office 
(Prineville not staffed). 

Request to assign roadway ROW 
grants to RECOA; separate from 
CBW reservoir/water line grants 
- submitted to BLM, May 24. 

Estimated 
Completion 

KS (Karen Smith); CBW (Cline Butte Water.);CBE (Environmental); DOWL (Ron Hand); LCC-BRIX (Laura Craska Cooper, Brix Law LLP); ECMA (Eagle Crest Master Assoc); RYW (Running Y Water); RYE 
(Environmental) 

Cline Butte Water, LLC I Cline Butte Environmental, LLC I Running Y Water, LLC I Running Y Environmental, LLC 
Real Estate Matters Task List 
Updated: 9/1512016 
120446-0001/132797123.5 
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Property 

CBEWWTP 
151214B001703 

CBEREUSE 
PONDS 

Action Item 

Road access over HOA roads 

Convey title from ECRD, LLC to 
CBW,LLC 

Address the "blanket access 
easement" to clarify users and uses. 

New Reuse Agreement with current 
property owner(s). 

Action Plan 

Record commercial lot annexation 
declaration; confirm w/attomey the 
voting/assessment units 

Prepare deed and record 

Review use with CBE. Draft a 
supplemental document, as needed, 
between CBE, RECOA and ECRD to 
address uses and area. 

Identify property owners, parcels and 
existing easement(s); draft new Reuse 
Agreement w/longer term and ROFR. 

Primary Contact 

CB 

KS 

KS 

KS 

CBW­
Curt 

LCC­
BRJX 

CBE 

BRJX 

KS 

Status 

Commercial annexation 
declaration granting road access 
prepared, signed; recording 
pending. 

Estimated 

Will record 
when directed 
by CB 
[recording 
triggers dues] 

Deed prepared; ready to send for I By 9/30 
signature 

LCC drafted an easement 
amendment agreement to address 
the "blanket easement". 
Prepared, signed and recording 
pendings. 

Easements from ECRD and 
RECOA for driveway 
encroachments are prepared. 
ECRD easement signed, 
recording pending. RECOA 
easement prepared and delivered 
to CBE for delivery to RECOA. 

Curt H identified parcels, owners 
and had initial meeting. 

Agreement drafting pending 
add'n owner meetings. 

• Had onsite meeting with the 
DEQ 

ECRD 
Easement 
Arrien:d:ttient 
Agte!'Jrilent an:d 
Driveway . 
Easerilen::t:ready. 
forec;ord,. 

ExpectRECOA 
Boani:action 
.inid~Septem1Jer 
on that&lvevvay 

. easem:en:t 

Timing for 
Closing 

Pre-Closing 

Pre-Closing 

Pre-Closing 

KS (Karen Smith); CBW (Cline Butte Water.);CBE (Environmental); DOWL (Ron Hand); LCC-BRJX (Laura Craska Cooper, Brix Law LLP); ECMA (Eagle Crest Master Assoc); RYW (Running Y Water); RYE 
(Environmental) 

Cline Butte Water, LLC I Cline Butte Environmental, LLC I Running Y Water, LLC I Running Y Environmental, LLC 
Real Estate lY!atters Task List 
Updated: 9/1512016 
120446-0001/132797123.5 
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Property 

REUSE PONDS -
1512110000900 

REUSE POND 
ADDNLAND 
15121lDOOl101 
151214A000902 
151214B001501 

REUSE POND 
ADDNLAND 
Lot6,REC 61 
151214B001705 

CBEBACKUP 
DRAIN FIELD 
151214B001700 

Action Item 

Convey title from CBW, LLC 
(successor to CBU, Ltd.) to CBE, 
LLC 

Convey title from ECRD, LLC to 
CBE,LLC 

Convey title from ECRD, LLC to 
CBE,LLC 

Road access over HOA roads 

Action Plan 

Prepare deed and record 

Prepare deed and record 

Prepare deed and record 

Record commercial lot annexation 
declaration (work on combining this 
parcel w/WTTP parcel); confinn 
w/attomey the voting/assessment units 

Primary Contact 

CB 

KS 

KS 

KS 

KS 

3riI 

party 

LC C­
BRIX 

Status 

• Discussed setback 
requirements and options for 
CBE. 

• Asked for a variance in 
setbacks for adjoining 
irrigated property. 

• Waiting for DEQ response. 
• Draft an agreement and meet 

with the homeowners again. 

Deed prepared; waiting for legal 
description confirmation for legal 
lots ofrecord 

Deed prepared; waiting for legal 
description confirmation for legal 
lots ofrecord 

Not started. 

Commercial annexation 
declaration granting road access 
prepared, signed; recording 
pending. 

Estimated 
Completion 

Estimate deed 
record by 9/30 

Estimate deed 
record by 9/30 

Estimate deed 
record by 9/30 

Will record 
when directed 
by CB 
[recording 
triggers dues 

Timing for 
Closing 

Pre-Closing 

Pre-closing 

Pre-closing 

Pre-Closing 

KS (Karen Smith); CBW (Cline Butte Water.);CBE (Environmental); DOWL (Ron Hand); LCC-BRIX (Laura Craska Cooper, Brix Law LLP); ECMA (Eagle Crest Master Assoc); RYW (Running Y Water); RYE 
(Environmental) 

Cline Butte Water, LLC I Cline Butte Environmental, LLC I Running Y Water, LLC I Running Y Environmental, LLC 
Real Estate Matters Task List 
Updated: 9/1512016 
120446-0001/132797123.5 

6 



Property 

UTILITY LINES 

EC-XDRAIN 
FIELD 
151223BOOl300 

Action Item 

Convey title from ECRD, LLC to 
CBW,LLC 

I Grant easement over Golf Lot 2 
(Challenge Course fairway 8) for 
sewer collection line. 

Grant easements to CBW /CBE for all 
utility line crossings on golf fairways 
and common lots not otherwise 
covered in a plat or other recorded 
document; address Was needed. 

Lot line adjustment w/adjacent front 
pasture on Cline Falls Road to locate 
drain field dosing and control station 
w/drain fields. 

Deeds to record the lot adjustments 

I Action Plan 

Prepare deed and record 

Surveyor to draft legal description for the 
line location; draft easement agreement 
w/appropriate access and repair 
requirements. 

Additional utility lines are crossing other 
fairways, and RECOA common lot. 

File lot line adjustment application with 
Deschutes County. After approval, record 
deed from party one to party two (ECRD, 
LLC owns both). The convey the drain 
field/control station lot to CBE, LLC 

Prepare deeds for lot line adjustment. 

I 
Primary Contact 

CB I 

KS 

KS 

KS 

KS 

KS 

3rd Status 
party 

Deed prepared; ready to send for 
signature 

LCC- Utility easements benefitting 
BRIX CBW and CBE are prepared and 

exhibits received. Sending docs 
for signature by ECRD, then 
record. 

CBE/W See above for easement document 

LCC- status. 

BRIX Easements, with exhibits, to be 
delivered to CBW /CBE for 
signature; to RECOA w/other 
easements. 

DOWL I Application filed 5-24. Survey 
work completed. County 
identified issue of separate legal 
parcel. DOWL addressed; 
decision pending. 

On hold pending County decision 

Estimated I Completion 

assessment] 

Estimate deed 
record by 9/30 

Expect 
recording by 
9/30 

• CourifYdecisfon ..• 
.iifiltl>eiitfui1v i · • • \ 
New esfitnate Ori . 
• cletisf~ri Hy • · 
•rtN:Fo ... • • . 
'~Q~s1'Ilp: 
:FR:GIM • 
cowTI' ... 
PL~R]. 

Timing for 
Closing 

Pre-Closing 

Pre-Closing 

KS (Karen Smith); CBW (Cline Butte Water.);CBE (Environmental); DOWL (Ron Hand); LCC-BRIX (Laura Craska Cooper, Brix Law LLP); ECMA (Eagle Crest Master Assoc); RYW (Running Y Water); RYE 
(Environmental) 

Cline Butte Water, LLC I Cline Butte Environmental, LLC I Running Y Water, LLC I Running Y Environmental, LLC 
Real Estate Matters Task List 
Updated: 9/1512016 
120446-0001/132797123.5 
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Property I 

OFFICE 
BUILDING 
151214CB09900 
Lot5,REC60 

Action Item 

[ECRD to ECRD] 

Then convey title from ECRD, LLC 
to CBE, LLC 

Service treatment agreement between 
CBEandECMA 

Lot line adjustment(s) to carve office 
building and access road from current 
larger Lot 5 parcel 

Lease portion of building to ECRD, 
LLC or its affiliate (pool/spa 
operation) 

Identify operational ( eg. parking, 
utility lines, etc.) matters to address as 
result of Lot 5 lot line adjustment. 

Action Plan I 

I Prepared deed to convey new adjusted lot I 
from ECRD, LLC to CBE, LLC 

Draft a comprehensive agreement to 
confirm CBE provides treatment for 
hotel/conference center by this drain field; 
CBE reporting requirements (WPCF) to 
ECMA; address commercial village 
effluent delivery, any locates/easements 
for water sewer lines to EC-X, 

File two lot line adjustment applications 
(Lot 5/Lot 3 and Lot 5/Lot 6) 

Prepare lease agreement 

Draft easements and/or access 
agreements, as applicable 

Primary Contact 

CB 3rd 

party 

I 

CBE- ECMA 
Curt LCC-

And KS BRIX 

KS DOWL 

KS I LCC-
BRIX 

KS I LCC-
BRIX 

Status Estimated I 
Timing for 

Completion Closing 

on lot line adjustment ffual Col.inty 
debisfon 

ECMA Board advised of need for 
new service agreement (5/6). 

Service/Effluent/Easement 
agreement discussion outline 
delivered to ECMA Board 9-12. 

Preparation of applications (2) 
and required exhibits in process. 
Submit to County week of 9/19. 
Then survey work to follow. 

Not started. Estimate mid- Post-Closing 
October 

Utility line to be located by 9/30. Estimate 10/30 Post-Closing 
Researching parking needs w/CB to complete 
andECRD. research and 

documents. 
Record after lot 
line adjust 
complete. 

KS (Karen Smith); CBW (Cline Butte Water.);CBE (Environmental); DOWL (Ron Hand); LCC-BRJX (Laura Craska Cooper, Brix Law LLP); ECMA (Eagle Crest Master Assoc); RYW (Running Y Water); RYE 
(Environmental) 

Cline Butte Water, LLC I Cline Butte Environmental, LLC I Running Y Water, LLC I Running Y Environmental, LLC 
Real Estate Matters Task List 
Updated: 9/1512016 
120446-0001/132797123.5 
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Property Action Item 

RUNNING Y UTILITIES 

WELL#2 
Parcel 1, Partition 
Plat 47-01 

LAKESIDE LIFT 
STATION, Lot 850 
Running Y Resort 
Phase 11 
LIFT/BOOSTER 
STATIONS AT 
RUNNINGY 

Document the current driveway use 
over Parcel 1 to access adjacent 
Parcel 3 

Convey title from Ridge Water 
Development, LLC to RYE, LLC 

Determine plat(s) and CCRs grant 
access to these assets connected to all 
infrastructure assets in roadways. 

Primary Contact 

Action Plan 

Prepare easement agreement to allow use of 
driveway on Parcel 1 to access community 
recycling station on Parcel 3; not perpetual, only 
to exist while community recycling station is 
located on Parcel 3. 

Provide CCRs and plats for review 

CB 

KS 

KS 

KS 

3'" 
party 

LCC­
BRlX 

Status 

Easement drafted and 
ready for initial KS/RYW 
review. Following review 
and exhibit preparation, 
send for signature to 
RYW; present to Parcel 3 
owner. 

Deed prepared; ready to 
send for signature 

Estimated 
Completion 

•Patceli3 owner · 
.•is .n:6t.af.i:ili~te<l .. 
>witnR.Y:w.• 
sciie<ln1e.fdr 
revlewl.ln:d 
approval 
urikJ:loWn: but 
· i:nq)(!i:ted~ • 
• ;Qetc>J?!)r. 

Discussed w/SWWC 9/13. l:TBD~; [f 
CCRs already delivered. 
Plat declaration excerpts 
delivered 9/14. 

·<·:'.·;· .. ,,--:·:",::<.,,'.<·I; easements·ate · ·· · 
regh~Sfe;cl, ; · · 
woill<Lbe . 
requesfeMiOni ·:aoA:.. HO;(······ 
·I>eciiftll.tit'is n:of 
'ilffiuated. \'.Vi1h ·• · 

KS (Karen Smith); CBW (Cline Butte Water.);CBE (Environmental); DOWL (Ron Hand); LCC-BRIX (Laura Craska Cooper, Brix Law LLP); ECMA (Eagle Crest Master Assoc); RYW (Running Y Water); RYE 
(Environmental) 

Cline Butte Water, LLC I Cline Butte Environmental, LLC I Running Y Water, LLC I Running Y Environmental, LLC 
Real Estate Matters Task List 
Updated: 9/1512016 
120446-0001/132797123 .5 

Timing for 
Closing 
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Property 

RIDGEWATER 
LIFT STATION 

UTILITY LINES 
OUTSIDE 
EASEMENT 
AREAS 
RYRandRW 

Action Item 

Determine location of lift station 
within road ROW. 

Locate and document utility lines 
located outside platted easements or 
roadROW's 

Primary Contact 

Action Plan 

Survey location of lift station. Determine if any 
need for easement 

Locate "cross-country" (outside ROW) lines 
onsite; have locations surveyed for legal 
descriptions and easement exhibits. Draft 
easement for approval by land owner and get 
signed/recorded. 

CB 

KS 

KS 

3riI 

party 

LCC 

Status 

Survey complete. Lift 
station located outside of 
ROW but within Common 
Area. Easement drafted 
and ready for initial 
KS/RYE review. 
Following review and 
exhibit preparation, send 
for RYE signature; present 
to Ridgewater HOA. 

Ordering locates week of 
9/26 

COLOR CODING KEY 

COLOR CODING KEY 

Estimated 
Completion 

RYW/RYE 
Si:hedille for. 
review and 
appl:ovhl 
urikriown. 
HONDeclarant 
iS'n:ot affiliated 

.with RYE. 
Schedule for 

.review and 
approyal 
unk:no\Vn buf 

KS (Karen Smith); CBW (Cline Butte Water.);CBE (Environmental); DOWL (Ron Hand); LCC-BRIX (Laura Craska Cooper, Brix Law LLP); ECMA (Eagle Crest Master Assoc); RYW (Running Y Water); RYE 
(Environmental) 

Cline Butte Water, LLC I Cline Butte Environmental, LLC I Running Y Water, LLC I Running Y Environmental, LLC 
Real Estate Matters Task List 
Updated: 9/1512016 
120446-0001/132797123.5 

Timing for 
Closing 
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Property Action Item Action Plan 

Primary Contact 

CB 3rn 

party 
Status 

COLOR CODING KEY 

Estimated 
Completion 

KS (Karen Smith); CBW (Cline Butte Water.);CBE (Environmental); DOWL (Ron Hand); LCC-BRIX (Laura Craska Cooper, Brix Law LLP); ECMA (Eagle Crest Master Assoc); RYW (Running Y Water); RYE 
(Environmental) 

Cline Butte Water, LLC I Cline Butte Environmental, LLC I Running Y Water, LLC I Running Y Environmental, LLC 
Real Estate Matters Task List 
Updated: 9/1512016 
120446-0001/132797123.5 

Timing for 
Closing 

11 



PARTIES: 

SCHEDULE II TO EXHIBIT I 

PROPOSAL FOR SEWER SYSTEM AGREEMENT 

FINAL VERSION 

• EAGLE CREST MASTER ASSOCIATION (ECMA) - Owner/operator of sewage collection system 

• CLINE BUTTE ENVIRONMENTAL, LLC (CBE) - Owner/operator of EC-X sewage treatment system 

PURPOSE: 

• Document the new DEQ WPCF permits issued to ECMA for its treatment system and to CBE 

covering the EC-X system (removed from ECMA permit). 

• Document the combined reporting requirement in the ECMA WPCF permit for the EC-X 

treatment data along with the ECMA treatment system data. This would be a requirement of 

CBE. 

• Document the obligation of CBE to continue to accept effluent from ECMA for treatment at the 

EC-X system. Can be related to quantities and/or source location (eg. Lodge, conference 

center). 

• Document the transmission of effluent using ECMA collection system infrastructure from CBE's 

customers located at the Commercial Village to EC-X. 

• Document the location of a water line crossing ECMA common area to EC-X. 

TERMS AND CONDITIONS FOR NEGOTIATION: 

• Describe DEQ reporting requirements and frequency. Include references (or exhibits) to WPCF 

permits. Determine what action taken if failure to provide reports. 

• Describe the EC-X capacity assumed to be available to ECMA (by DEQ). Analyze and determine 

terms/conditions appropriate in the event the EC-X capacity available to ECMA is limited by 

other CBE system demands. 

• Review the current charge by CBE to ECMA for EC-X treatment services. Document the agreed 

upon charge and any method for change. Suggest this fee system incorporates or acknowledges 

an offset for sharing water with CBE/EC-X. 

• Determine if/what is an appropriate charge to CBE for use of ECMA collection system to 

transport CBE customer effluent from its customer locations at the commercial village. 

• Term of the agreement - consider tying to WPCF permit terms 

• Compensation - $8,000 annually, will adjust by CPI beginning 1/1/2018. 

• Remedies upon default- obligations of CBE: 

o DEQ reporting requirements 

o EC-X capacity and operational requirements 

o Other?? 

• Remedies upon default - obligations of ECMA: 

o To make the water source available via the permitted water line 

o Repair/maintain the collection system for effluent delivery 

o Other?? 

132968664.2 



EXHIBITJ 

CLOSING PRORATIONS LIST 



PRORATIONS 

This Exhibit J sets forth certain assumptions, categories, classifications, judgments and 
allocation, valuation and estimation methodologies that the parties agree will be used in 
connection with allocations and prorations under Section 3 .2 of the Agreement. In the event of 
any conflict between the terms and provisions of the Agreement and this Exhibit J, the 
Agreement shall control. Capitalized terms used by not defined herein shall have the meaning 
given such terms in the Agreement. 

1. Ad Valorem and Other Property Taxes; Assessments. Real estate and personal 
property taxes and other assessments (including, without limitation, special assessments 
and improvement assessments) levied against the Assets shall be prorated at the Closing. 
The Sellers shall be responsible for all real property taxes and personal property taxes and 
other assessments for the period ending on the Closing Date and shall indemnify and 
defend and hold the Purchaser harmless from and against such taxes, and the Purchaser 
shall be responsible for all real property taxes and personal property taxes for the period 
beginning the day after the Closing Date and shall indemnify and defend and hold the 
Sellers harmless from and against any such taxes. 

2. Utility Expenses; Accounts Payable. All utility expenses and accounts payable for the 
Businesses for merchandise, equipment, supplies and other materials and services ("trade 
payables") incurred on or prior to the Closing Date will be identified by the Sellers to 
Purchaser to the extent practical no later than five ( 5) Business Days prior to the Closing, 
and the Sellers shall provide an updated list of such pre-Closing trade payables not later 
than 30 days following the Closing Date. To the extent not paid by the Sellers as of the 
Closing, the Sellers will retain the obligation for payment of all trade accounts that were 
incurred on or prior to the Closing Date for work performed or materials delivered for the 
benefit of the Businesses on or prior to the Closing Date. The Purchaser shall be 
responsible for all trade payables that arise or accrue for the benefit of the Businesses 
after the Closing Date. The Sellers shall provide, to the extent practical, the Purchaser 
with a schedule of any such accounts payable which are not paid by the Sellers at the 
Closing no later than five (5) Business Days prior to the Closing, and the Sellers shall 
provide an updated schedule of such accounts payable not later than 30 days following 
the Closing Date. 

3. Unbilled Revenue. Revenue earned by the Businesses during any period (or portion 
thereof) ending on the Closing Date shall be allocated to the Sellers and revenue earned 
by the Businesses after the Closing Date shall be allocated to the Purchaser. Following 
the Closing, the Purchaser will conduct physical meter reads in the normal course and 
prorate revenue earned during the applicable billing period based on the number of days 
before and after the Closing Date during each applicable billing period. Not later than 60 
days following the Closing Date, the Purchaser shall notify the Sellers of any revenue 
earned by the Businesses during any period (or portion thereof) ending on the Closing 
Date that was not accrued as accounts receivable of the Closing Date. 

4. Prepayments. Vendor and customer prepayments shall be allocated between the Sellers 
and the Purchaser at Closing. The Sellers will identify and schedule such prepayments to 
the Purchaser no later than five ( 5) Business Days prior to the Closing, so that vendor 



prepayments that benefit the Purchaser after Closing shall be allocated to the Sellers and 
customer prepayments that relate to periods after Closing shall be allocated to the 
Purchaser. At Closing, the Purchase Price shall be increased by the total amount of such 
vendor prepayments and reduced by the total amount of such customer prepayments. 

5. Accounts Receivable. The Purchaser shall purchase all the accounts receivable of the 
Businesses accrued as of the Closing Date, whether or not billed. The Sellers shall 
provide the Purchaser, to the extent practical, with a schedule of such accounts receivable 
at the Closing no later than five (5) Business Days prior to the Closing, and the Sellers 
shall provide an updated schedule not later than 30 days following the Closing Date. The 
Purchaser agrees to collect such accounts receivable in the ordinary course of business. 

6. Employment Matters. Accrued but unpaid vested and unvested salary, wages and 
bonuses, accrued but unpaid health and welfare benefits, accrued but unpaid vested and 
unvested vacation (other than Rollover PTO, which shall be assumed by the Purchaser 
pursuant to the Agreement), sick and personal days, accrued but unpaid vested and 
unvested fringe benefits, accrued but unpaid employee severance payments, and other 
accrued but unpaid vested and unvested compensation and fringe benefits shall be pro­
rated as of the Closing Date. 

7. Customer Deposits; Advances in Aid of Construction. Customer deposits and 
advances in aid of construction relating to periods before the Closing Date shall be 
credited to the Purchaser at the Closing. 

8. Other Expenses. If any of the items described in Section 3.2 of the Agreement or this 
Exhibit J that cannot be apportioned at the Closing because of the unavailability of 
information as to the amounts which are to be apportioned or otherwise, or are incorrectly 
apportioned at the Closing or subsequent thereto, such items will estimated as of the 
Closing and then adjusted, as necessary, pursuant to Section 3.2(c) of the Agreement. 

132624847.6 



Exhibit B 
Southwest Water Company Quarterly Financial Statements 

as of June 30, 2016 

This Exhibit is CONFIDENTIAL and will be provided under separate cover. 



Exhibit C 
Easements and Water Rights Transferred with Transaction 



STATE OF OREGON 

COUNTY OF KLAMATH 

PERMIT TO APPROPRIATE THE PUBLIC WATERS 

THIS PERMIT IS HEREBY ISSUED TO 

RUNNING Y, INC. 
803 MAIN ST, 3RD FLOOR 
KLAMATH FALLS, OREGON 97601 

(503) 882-2224 

The specific limits for the use are listed below along with conditions 
of use. 

APPLICATION FILE NUMBER: G-13980 

SOURCE OF WATER: THREE WELLS IN KLAMATH RIVER BASIN 

PURPOSE OR USE: QUASI-MUNICIPAL 

RATE OF USE: 3.0 CUBIC FEET PER SECOND 

PERIOD OF ALLOWED USE: YEAR ROUND 

DATE OF PRIORITY: FEBRUARY 9, 1995 

POINT OF DIVERSION LOCATION: NE 1/4 SW 1/4, SE 1/4 SW 1/4, SECTION 9, 
NE 1/4 NE 1/4, SECTION 16, T38S, R8E, W.M.; 2050 FEET NORTH AND 1980 
FEET EAST FROM THE SW CORNER OF SECTION 9; 790 FEET NORTH AND 2340 FEET 
EAST FROM THE SW CORNER OF SECTION 9; 130 FEET SOUTH AND 4490 FEET EAST 
FROM THE NW CORNER OF SECTION 16 

THE PLACE OF USE IS LOCATED AS FOLLOWS: 

Application G-13980 

NE 1/4 SE 1/4 
SE 1/4 SE 1/4 

Section 29 

NW 1/4 SW 1/4 
SW 1/4 .SW 1/4 
SE 1/4 SW 1/4 

Section 28 

NE 1/4 NW 1/4 
NW 1/4 NW 1/4 
SW 1/4 NW 1/4 
SE l/4 NW 1/4 
NE 1/4 SW 1/4 
SE 1/4 SW 1/4 
NW 1/4 SE 1/4 
SW 1/4 SE 1/4 

Water Resources Department PERMIT G-12296 
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SE 1/4 SE 1/4 
Section 33 

TOWNSHIP 37 SOUTH, RANGE 8 EAST, W.M. 

SE 1/4 NE 1/4 
SE 1/4 

Section 5 

NE 1/4 
SW 1/4 NW 1/4 

SW 1/4 
SE 1/4 

Section 4 

SW 1/4 SW 1/4 
SE 1/4 SW 1/4 

Section 3 

NE 1/4 ·NE 1/4 
NE 1/4 SW 1/4 
NE 1/4 SE 1/4 
NW 1/4 SE 1/4 

Section 8 

NE 1/4 
NW 1/4 
SW 1/4 
SE 1/4 

Section 9 

SW 1/4 NE 1/4 
SE 1/4 NE 1/4 

NW 1/4 
SW 1/4 

Section 10 

NW 1/4 
SW 1/4 

NW 1/4 SE 1/4 
SW 1/4 SE 1/4 
SE 1/4 SE 1/4 

Section 15 

NE 1/4 NE 1/4 
NW 1/4 NE 1/4 
SE 1/4 NE 1/4 
NE 1/4 SE 1/4 
SE 1/4 SE 1/4 

Section 16 

NE 1/4 
NE 1/4 NW 1/4 

Section 22 
TOWNSHIP 38 SOUTH, RANGE 8 EAST, W.M. 

Application G-13980 Water Resources Department PERMIT G-12296 



Measurement, recording and reporting conditions: 

A. Before water use may begin under this permit, the permittee 
shall install a meter or other suitable measuring device as 
approved by the Director. The permittee shall maintain the 
meter or measuring device in good working order, shall keep a 
complete record of the amount of water used each month and 
shall submit a report which includes the recorded water use 
measurements to the Department annually or more frequently as 
may be required by the Director. Further, the Director may 
require the permittee to report general water use information, 
including the place and nature of use of water under the 
permit. 

B. The permittee shall allow the watermaster access to the meter 
or measuring device; provided however, where the meter or 
measuring device is located within a private structure, the 
watermaster shall request access upon reasonable notice. 
Use of water under authority of this (permit or certificate) 
may be regulated if analysis of data available after the 
(permit or certificate) is issued discloses that the 
appropriation will measurably reduce the surface water flows 
necessary to maintain the free-flowing character of a scenic 
waterway in quantities necessary for recreation, fish and 
wildlife in effect as of the priority date of the right or as 
those quantities may be subsequently reduced. 

The water user shall develop a plan to monitor and report the impact of 
water use under this permit on water levels within the aquifer that 
provides water to the permitted well (s) . The plan shall be submitted to 
the Department within one year of .the date the permit is issued and 
shall be subject to the approval of the Department. At a minimum, the 
plan shall include a program to periodically measure static water levels 
within the permitted well(s} or an adequate substitute such as water 
levels in nearby wells. The plan shall also stipulate a reference water 
level against which any water-level declines will be compared. If a 
well listed on this permit (or replacement well} displays a total static 
water-level decline of 25 or more feet over any period of years, as 
compared to the reference level, then the water user shall discontinue 
use of, or reduce the rate or volume of withdrawal from, the well(s}. 
Such action shall be taken until the water level recovers to above the 
25-foot decline level or until the Department determines, based on the 
water user's and/or the Department's data and analysis, that no action 
is necessary because the aquifer in question can sustain the observed 
declines without adversely impacting the resource or senior water 
rights. The water user shall in no instance allow excessive decline, as 
defined in Commission rules, to occur within the aquifer as a result of 
use under this permit. 

If the number, location, or construction of any well deviates from that 
proposed in the permit application or permit conditions, the conclusions 
of the Technical Review, Initial Review or Proposed Final Order under 
which this permit was granted may be revised, conditions may be 
appropriately revised, or this permit may not be valid. 

Application G-13980 Water Resources Department PERMIT G-12296 



All wells shall be cased and sealed to a depth of 50 feet or to 
elevation of 4150 feet above sea level, which ever is greater, if 
shallower water bearing zones are encountered during well construction. 

Within TWO YEARS of permit issuance, the permittee shall submit a water 
management and conservation plan consistent with OAR Chapter 690, 
Division 86. 

STANDARD CONDITIONS 

The wells shall be constructed in accordance with the General Standards 
for the Construction and Maintenance of Water Wells in Oregon. The 
works shall be equipped with a usable access port, and may also include 
an air line and pressure gauge adequate to determine water level 
elevation in the well at all times. 

The use shall conform to such reasonable rotation system as may be 
ordered by the proper state officer. 

Prior to receiving a certificate of water right, the permit holder shall 
submit the results of a pump test meeting the department's standards, to 
the Water Resources Department. The Director may require water level or 
pump test results every ten years thereafter. 

Failure to comply with any of the provisions of this permit may result 
in action including, but not limited to, restrictions on the use, civil 
penalties, or cancellation of the permit. 

This permit is for the beneficial use of water without waste. The water 
user is advised that new regulations may require the use of best 
practical technologies or conservation practices to achieve this end. 

By law, the land use associated with this water use must be in 
compliance with statewide land-use goals and any local acknowledged 
land-use plan. 

The use of water shall be limited when it interferes with any prior 
surface or ground water rights. 

The Director finds that the proposed use(s) of water described by this 
permit, as conditioned, will not impair or be detrimental to the public 
interest. 

SEE NEXT PAGE 

Application G-13980 Water Resources Department PERMIT G-12296· 



Actual construction of the well shall begin within one year from permit 
issuance and shall be completed on or before October 1, 1998. Complete 
application of the water to the use shall be made on or before October 
1, 1999. 

Issued February 23, 1996 

Wat~ent. 
Martha 0. Pagel 
Director 

Application G-13980 Water Resources Department PERMIT G-12296 
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STATE OF OREGON 

COUNTY OF KLAMATH 

PERMIT TO APPROPRIATE THE PUBLIC WATERS 

THIS PERMIT IS HEREBY ISSUED TO 

RUNNING Y RESORT, INC 
5500 RUNNING Y RD 
KLAMATH FALLS, OR 97601 

The specific limits and conditions of the use are listed below. 

APPLICATION FILE NUMBER: G-16471 

SOURCE OF WATER: FOUR WELLS IN UPPER KLAMATH LAKE BASIN 

PURPOSE OR USE: QUASI-MUNICIPAL USES 

MAXIMUM RATE: 4.46 CUBIC FEET PER SECOND 

PERIOD OF USE: YEAR ROUND 

DATE OF PRIORITY: MAY 31, 2005 

WELL LOCATION: 
... ,,... 

WELL 1 - SE " SW "' SECTic:Y&::;3it, .. T3a$:~.d~BE, w .M.; 315 FEET NORTH &. 

1490 FEET EAST FRO~ ~r.,~()~~~~,·~}~~~])~¥>~,~:, 
WELL 2 - NE " SW ~;·,"•:s_E,C'fr9N'i.:::~ ... $)~;·""·1.:~8s;L:Ra:·~,.--.·~.w.M.; 1595 FEET NORTH & 
13 4 o FEET EAST FROM:-., svr··.:G.QRN:E~~/:.'.'.Eftfcw·-~['Q!( ·. 3 .. ~> :1 

WELL 3 - NE ?( SE ~i, ::~t~~±~~,f:~~~~~]~~~i~~~\:,';tf. M . ; 2 0 9 5 FEET NORTH & 

2 2 0 FEET WEST FRd~·tt~iE' t;Q~BR··' :J~lf,V3"5/h~if'.:'.; 
\i:~,; \\ 1

" .·\::·:;;/::.:~i&,~;·~·'ti~~o/,,~f~"i;'~J{~~,: ··,-.:
1

"·,/·"'~'?i~/; 
WELL 4 - SW " NW "°·~-.._ SE~·t!~I:~f:~ffi~5:.:.:tR:~~&;· ,;~~·E,/,W .M.; 2830 FEET NORTH & 
9 2 5 FEET EAST FROM\\$W ··co~EJRit/t.~,EqTto~ ... ~~3 6 ./ 

···:. <··. '··:· ... :'~::~}""~;:'l~~(~: .. ~~ ..... -~~· . ,.,/? 
THE PLACE OF USE IS LOCATEl5~:-AS ft01;tT:J:SW~+-~ .. ;;:"' . {,• ·:~-~-:~i./;tJ~~;: .. ~~~-;~-~:::/ 

Application G-16471 

SE 7' NE " 
NE ~ SE 7( 

NW " SE " 
SW 7( SE " 
SE ~ SE 7! 

SECTION 22 

SW 7' SW ~ 
SECTION 23 

Water Resources Department PERMIT G-16117 



l 
THE PLACE OF USE IS LOCATED AS FOLLOWS (CONTINUED) : 

SW ~ NW ~ 
SE 1A NW 7' 
NE 1A SW 1A 
NW 1A SW ~ 
SW 1A SW 1A 
SE 1A SW 7' 

SECTION 25 

NW 1A NE 1A 
SW 1A NE 1A 
SE 1A NE 1A 
NE 1A NW 1A 
NW ~NW 1A 
SW 1A NW 1A 
SE 1A NW 1A 
NE 1A SW 1A 
NW 1A SW 1A 
SE 1A SW 1A 
NE 1A SE 1A 
NW 1A SE 1A 
SW 1A SE 1A 
SE 1A SE 1A 

SECTION 26 

NE 1A NE 1A 
SE 1A NE 1A 

SECTION 27 

NE 7' NE 1A 
NW 1A NE 1A 
SW 1A NE 1A 
SE 1A NE 1A 
NE 1A NW 1A 
NE 1A SE 1A 
SE 1A SE 1A 

SECTION 35 

NE 1A NW 1A 
NW 1A NW 1A 
SW 1A NW 1A 
SE 1A NW 1A 
NE 1A sw·1A 
NW 1A SW 1A 
SW 1A SW 1A 
SE 1A SW 1A 

SECTION 36 
TOWNSHIP 38 SOUTH, RANGE 8 EAST, W.M. 

Application G-16471 Water Resources Department 
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Measurement, recording and reporting conditions: 

A. Before water use may begin under this permit, the permittee 
shall install a meter or other suitable measuring device on 
each well as approved by the Director. The permittee shall 
maintain . the meters or measuring devices in good working 
order, shall keep a complete record of the amount of water 
used· each month and shall submit a report which includes the 
recorded water use measurements to the Department annually or 
more frequently as may be required by the Director. Further, 
the Director may require the permittee to report general water 
use information, incluqing the place and nature of use of 
water under the permit. 1 

B. The permittee shall allow the watermaster access to the meters 
or measuring device; provided however, where the meter or 
measuring devices are located within a private structure, the 
watermaster shall request access upon reasonabie notice. 

Use of water under authority of this permit may be regulated if analysis. 
of data available after the permit is issued discloses that the 
appropriation will measurably reduce the surface water flows necessary 
to maintain the free-flowing character of a scenic waterway in 
quantities necessary for recreation, ·fish and wildlife in effect as of 
the priority date of the right or· as those quantities may be 
subsequently reduced. · ... ··. 

/ .. ~" .. , 

The water user shall deve1:cjp ?1-"P~:~rr».,t(;».rjldpi.t.·c?f' and report the impact of 
water use under this pE?·fffi.Vt. oh·: ~'.~8.:~:~f.:.::1e:v·ed's)::yd thin the aquifer that 
provides water to the· p(fZ..n:ti'~:.t)~·(i .. ::.:,\'{~~~~~~· ·,."· ··'~lt~ P.l~fp shal 1 be submitted to 
the Department within <·9:~~f:)~:~~r::··~~p·7'+~.fi~> .... 4a}~',~,..'.,\~~~ .. permit is issued and 
shall be subject to tli~ ''"~1PP~'<~Y~l·:"~of .. ):.b,~.'1~:Q.~,WalJ:"t-wFrnt. At a minimum, the 
plan shall include a p:J:14'g'#ctr{t~~;~:-~:;{·p~~~~tliGta$ ".~ .. J-ql~~Jtjre static water levels 
within the permitted ·:.~W:~)~~;, · ~,;t:,'),.:,~rf :dffe!'i~V,~~~.:; #~fo>J~titute such as water 
levels in nearby wells\\}.,~T~S'.·, }(l.~~\L~~t:. '~~~~:!~::S;© .!s.t:f1'4late a reference water 
level against which any\\wa~".~~ . .::1l,:;e;i@$ ~e1~:J,..-~j{e,\~.,:iviJ;l be compared. If a well 
listed on this permit '·{·or'':·:~epi~:C··· .. ~;,;·~ ... : .. ·w~l-:1') .Adisplays a total static 
water-level decline Of ~~5. or>:::fu.~1:~~~.::{i'E3l<~·6Ve:tr?'any period Of years I as 
compared to the reference .,~·~.~;:iJ'.' ,<r· 1~r;.~{SJ~~-:::wiiter user shall discontinue 
use of, or reduce the rate or vo.'t_ ·~·~· .:·::.?k.f~~a:-t::.hdrawal from, the wells. Such 
action shall be taken until the"~\iater level recovers to above the 
25-foot decline level or until the Department determines, based on the 
water user's and/or the Department's data and analysis, that no action 
is necessary because the aquifer in question can sustain the observed 
declines without adversely impacting the resource or senior water 
rights~ The water user shall in no instance allow excessive decline, as 
defined in Commission rules, to occur within the aquifer as a result of 
use under this permit. 

Application G-16471 Water Resources Department PERMIT G-16117 
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Within three years of permit issuance, the permittee shall submit a 
water Management and Conservation Plan.consistent with OAR Chapter 690, 
Division 86. The Director may approve an extension of this time line to 
complete the required Water Management and Conservation Plan. The time 
line for submittal of a plan under this permit does not alter the time 
lines for submittal of a plan under any other order of the Department. 

STANDARD CONDITIONS 

If the number, location, source, or construction of any well deviates 
from that proposed in .the permit application or required by permit 
conditions, this permit may not be valid, unless the Department 
authorizes the change in writing. 

If substantial interference with a senior water right occurs due to 
withdrawal of water from any well listed on this permit, then use of 
water from the well (s) shall be discontinued or reduced and/or the 
schedule of withdrawal shall be regulated until or unless the. Department 
approves or implements an alternative administrative action to mitigate 
the interference. The Depart~ent encourages junior and senior 
appropriators to jointly develop plans to mitigate interferences. 

The wells shall be constructed in accordance with the General Standards 
for the Construction and Maintenance of Water Wells in Oregon. The works 
shall be equipped with a usable access port, and may also include an air 
line and pressure gauge adequate to determine water.level elevation in 
the well at all times. 

Where two or more water users agree among themselves as to the manner of 
rotation in the use of water and such agreement is placed in writing and 
filed by such water users with the watermaster, and such rotation system 
does not infringe upon such prior rights of any water user not a party 
to such rotation plan, the watermaster shall distribute the water 
according to such agreement. 

Prior to receiving a certificate of water right, the permit holder shall 
submit the results of a pump test meeting the department's standards, to 
the Water Resources Department. The Director may require water level or 
pump test results every ten years thereafter. 

Failure to comply with any of the provisions of this permit ~ay result 
in action including, but not limited to, restrictions on the use, civil 
penalties, or cancellation of the permit. 

This permit is for the beneficial use of water without waste. The water 
user is advis.ed that new regulations may require the use of best 
practical technologies or conservation practices to achieve this end. 

Application G-16471 Water Resources Department PERMIT G-16117 
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By law, the land use associated with this water use must be in 
compliance with statewide land-use goals and any local acknowledged 
land-use plan. 

The use of water shall be limited when it interferes with any prior 
surface or ground water rights. 

Completion of construction and complete application of the water to the 
use shall be made on or before October .1, 2011. If the water is not 
completely applied before this date, and the permit tee wishes to 
continue development under the permit, the permittee must submit an 
application for extension of time, which may be approved based upon the 
merit of the application. 

Within one year after complete application of water to the proposed use, 
the permittee shall submit a claim of beneficial use, which includes a 
map and report, prepared by a Certified Water Rights Examiner (CWRE) . 

Application ·G-16471 
Basin 14 
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AFTER RECORDING, RETURN TO: 
Resort Resources, Inc. 
PO Box 1466 
Bend, OR 97709 
Attn: Ms. Karen Smith 

(RE-RECORDED) STATUTORY WARRANTY DEED 

The attached Statutory Warranty Deed recorded May 21, 2002 in Volume M02, Page 30124 
in the Official Records of Klamath County, Oregon is being re-recorded to remove the 
erroneous reference to the Declaration of Protective Covenants, Conditions, Restrictions, 
and Easements for Running Y Ranch Resort (the "Declaration"). The property conveyed 
pursuant to this deed was never annexed into the Declaration and was never intended to be 
subject to the Declaration. As noted on this deed, the only items intended to encumber the 
property were those "of record, on the date" of the deed. The Declaration was not of record, 
on that date encumbering the property. 

GRANTOR: RidgeWater Development, LLC, 
a Delaware limited liability company, 
successor by conversion to Running Y Resort, Inc. 
By: NV Oregon Resorts Investors, LLC, a 

Delaware limited liability company 
Its: Authorized Agent 

By: __ ---::;; 
Name: '.3i~rr::::~:tt::=~=--~~~~ 
Tit I e : ____ __,"ff:j1Hfl:~~r-i"!.-IH-IFl-A'FAl''ff-----

STATE OF ~Gdkv-\- ) 

County of ~~Q...\ Qi 1
)s. ';-fl-. 

The foregoing instrument was acknowledged before me this~ day of~~\ 
2016, by Simon HallgarteA Authorizerl ~· ~ , of NV Oregon Reso ts 
Investors, LLC, a Delaware limited liability 2ompani, 'il'B1ifuWt'Orized agent for RIDGEWATER 

DEVELOPMENT, LLC, a Delaware limited liability compan(lL~ _.-

Notary Public for __ ~-----------
My commission expires: _________ _ 

Catherine.Smerigllo 

Notary Publlc-C~~~\ 
My comml&tion expires~ 20 z.D 

1 
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GRANTEE: 

STATE OF ~ed,~ ) 

Running Y Water, LLC, a Delaware 
limited liability company, successor by conversion 
to Running Y Utility Company 
By: NV Oregon Resorts Investors, LLC, a 

Delaware limited liability company 
Its: Authorized Agent 

County of ~\.&'Q.. ~cl ?ss. k 
The forega,i;ig instrument was acknowledge~ bef~re me this £;ay of ~' 

2016, by ;:,1mon Hallgarten the : Authorized Signatory of NV Oregon esorts 
Investors, LLC, a Delaware limited liability company, as authorized agent for RUNNING Y 
WATER, LLC, a Delaware limited liability company/](c::z 

Notary~ --==---
My commission expires: ________ _ 

Catherine.Smerigi~ 
Nolary Public -Connecti)Wt 

My commission expires -L.!LrfL 20 ~ 0 
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STATIITORYW ARRANTY DEED 

· ·RUNNING YRESORT, INC., an Oregon corporation, Grantor, conveys and warrants to 
RUNNING YUTILTIY COMP ANY, an Oregon corporation, 'Grantee, the following described real 
property, free of encumbrances except as specifically set forthherein: 

DEVELOPER LOT 816, RUNNING YRESORT, PHASE 10, Klamath 9ounty, Oregon. 

SUBJECT TO: 

Non-delinquent real property taxes and assessments for the current fiscal year and all later years; and to· 
all covenants, conditions, restrictions, reservations, exceptions, limitations, uses, rights, rights-of-way, 
easements and other matters of record on the date hereof, including, without limitation, the Declaration of 
Protective Covenants, Conditions, Restrictions, and Easements for Running Y Ranch Resort recorded 
August 2, 1.996 in Volume M96, Page 23548, which is hereby incorporated by reference into the body of 
this 4t~trument as if the sat:Ue were fully set forlhherein. 

The true considerat.ion fort¥s conveyance is $.5,000.00 

THIS JNSTRUMENT WILL NOT ALLOW USE OF TIIE PROPERTY DESCRIBED IN THIS 
INSTRUMENT IN VIOLATION OF.APPLICABLE LAND. USE LAWS AND REGULATIONS. 
BEFORE SIGNING OR ACCEPTING THIS INSTRUMENT THE PERSON ACQUIRING FEE TITLE 
TO TIIE PROPERTY SHOULD CHECK wrrn: TIIB APPROPRIATE CITY OR COUNTY 
PLANNING DEPARTMENT TO VERIFY APPROVED USES AND TO DETERMINE ANY LIMITS 
ON'LAWSUrTS AGA.i:NST FARMING OR FOREST PRACTICES AS DEFINED IN ORS 30.930. 

' / I! .. ! 1 )f, :. ;,,· '1 ::: l;~•j 

.~'.GRA:i~r.h:>i';.:itiNNwG Y RESORT, JNC., an Oregon corr)oration 

., ~ , 
~; ... ~~M~~tk~~- .. -- -·---· 

STATE OF OREGON ) 
) ss. 

COUNTY OF DESCHUTES ) 

:, riie furegoing insb:umellt was acknowledged befo,,; me fuis / 7-/n day of ~ , 
: 2002, by Lauri J. Miller, the Assistant Secret~ry of RUNNING YRESORT, INC., an Oregocorporation. 

OFFICIALS EAL 
KA-REN L SMITH. 

NOTARY PUBLIC - OREQON 
COMMISSION NO:· 3~ 
MY r,oMMISSIOll EXPIR~S OCT. t7, 2.004 

· ~~~R . ._ .. :°fr,.;;i J:.~ :: .: :; :".·:·:;.!I·.:.- n j:·;··.:11 .. ;_,·, .•. ,:1 <:u!:1 . .:-w; tSt~te of Oregon, County ofKlamatl~ 
· Runrung YResort, Irie. . · Recorded 05/21/2002 / / 'o t, 

• ::;;:~~";;:6~\:y;'/:::• ,.,,.~\'.''';':·: . :::;'.:\ :~f~~b~~}{f'""'::~m 
Running YUtjlity Company ~· ----
5115 Running YRoad 

; Klamath Falls, OR 97601 

\ AFTER RECORDING RETURN TO: 
Resort Resources, Inc. · 

:_ P .. o. i;:l..ox 1466 .:._ 
Bend: OR 97708 · ·· : 

Until a change is requested, all tax 
. statements shaU·be:s_ent.to: 

Running'Y Utility:Gompany 
P. O;Box·1329 .. .' 
Klamath Falls, OR 97601 

I 
I -
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After Recording 
Return To: 
Resort Resources 
P.O. Box 2277 
Bend OR) 97709 ACCESS EASEMENT AGREEMENT 

2016-003730 
Klamath County, Oregon 
04/1212016 02:50:40 PM 
Fee: $77.00 

THIS ACCESS EASEMENT AGREEMENT (this "Agreement'') Is dated for 
reference purposes o S APAJ L , 2016 and is made by and among RUNNING Y 
RANCH RESORT OWNERS ASSOCIATION, an Oregon nonprofit corporation 
(''Grantor''), and RUNNING Y WATER, LLC, a Delaware limited liability company 
("Water'') and RUNNING Y ENVIRONMENTAL, LLC, a Delaware limited liability 
company (''Environmental"). Collectively, Water and Environmental are hereinafter 
referred to as "Grantee". 

RECITALS 

A. Grantor is the owners' association for a planned community 
development in Klamath County, Oregon, known as the "Running Y Ranch Resort." 

B. The Running Y Ranch Resort includes a number of private roads that 
are designated as "Common Areas" pursuant to the Declaration of Protective 
Covenants, Conditions, Restrictions and Easements for Running Y Ranch Resort 
recorded August 2, 1996 In Volume M96, Page 23548, Klamath County, Oregon (as 
amended and supplemented from time to time, the "Declaration"). These private 
roads are described in the Declaration and/or in each of the recorded plats for the 
Running Y Ranch Resort, which plats are more particularly described on the attached 
Exhibit A (collectively, the "Common Area Roads"). Grantor owns, operates and 
maintains the Common Area Roads, pursuant to the Declaration. 

c. Each of Water and Environmental owns and operates certain 
equipment and facilities within Running Y Ranch Resort for the purpose of providing 
water and sewer services, respectively, to property owners In Klamath County, 
Oregon, including property owners within Running Y Ranch Resort (the "Utility 
Facilities''). 

D. Each of Water and Environmental has requested an access easement 
over the Common Area Roads for purposes of accessing, using, maintaining, 
repairing and replacing its respective Utility Facilities, and Grantor has agreed, all on 
the terms and conditions contained herein. 

AGREEMENTS 

In consideration of the promises and mutual covenants herein contained, the 
parties hereby agree as follows: 

1. Grant of Roadway Access Easement. Grantor hereby grants to 
Grantee a perpetual, non-exclusive access easement over, under and across the 
Common Area Roads, including, without limitation, those Common Area Roads 
described on the attached Exhibit B. Such easement shall allow vehicular and 
pedestrian ingress and egress to Grantee's property within the Running Y Ranch 
Resort for purposes of using, operating, maintaining, constructing, Installing, 
repairing and replacing any existing or future Utility Facilities. Such easement shall 
permit access by Grantee and Granteers employees, members, officers, directors, 
contractors, invitees and guests. 

Running Y Common Area Roads Easement 

AMEAITITLE ,has'r:lCQr4e~tf1(.a 
lllSlrumen1 bYJequsstastn aocomoda:ld~i#-Cln~ 

and .. ~ .. hU ... n·ot. ··.wm··· .'". ·.··.d. tt.f .. o·'.'. a. gul·lflfy;· ... .~w.:allff(.dc.1f,.JJ~.·ey or as to Its affect up·on th~ titlfto aii.Y ml pritpe~ 
Vrat r:n'll.Y p·e d~sr;rlb&d1herl1n. 
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2. Restrictions and Reservations. Granter expressly reserves the 
right to enter upon and make use of the Common Area Roads for any uses not 
inconsistent with this Easement. Grantor further reserves the right to grant any 
other easement, license or right-of-way over, under or across the Common Area 
Roads so long as such uses are not Inconsistent with the Easement granted herein. 
The Common Area Roads, or portions thereof, may at times, and at the sole election 
of Grantor, be temporarily closed for construction, maintenance or other matters as 
deemed necessary by Granter in carrying out its responsibilities pursuant to the 
Declaration and/or applicable law. 

3. Maintenance. Granter shall be solely responsible for the 
maintenance and repair of the Common Area Roads in accordance with the 
Declaration and applicable law. Grantee will not be required to share in the costs of 
maintaining the Common Area Roads for purposes of this access Easement. 

4. Covenants Running with the Land. This Agreement and the terms 
contained herein shall be deemed covenants running with the land and shall be 
binding upon and inure to the benefit of Grantor and Grantee and their respective 
grantees, heirs, successors and assigns. 

EXECUTED as of the day and year first above written. 

Running Y Common Area Roads Easement 

GRANTOR: 

RUNNING V RANCH RESORT OWNERS 
ASSOCIATION, 
an Oregon no ofit · 

By: _ __lJ~~!,d~~l::::~~~~ 
Name:__,."-"""__.._"""------=--........... -...-----___, 
Title: --'--.i.::::zo1-:;...:._=-i.-....::=.~...._----

GRANTEE: 

RUNNING Y WATER, LLC, 
a Delaware limited lla~llity company 

By: _____________ _ 

Name:~----------~------~---
Title: -------------

RUNNING Y ENVIRONMENTAL, LLC, 
a Delaware limited liability company 

By: ____________________ _ 
Name: __________________ ~ 

Title:--------------

Page2 



STATE OF 0./W.1Uh.J: } 
COUN1Y oFvfV~ SS. a·· 0 

. ·. 9VJ . 4,JOJf'}) . ~ 

on···.th·l·s·.··. d.· a .. Yg~rsq~ttyappea.red b.e .. · fo.re.m.·. e. ~l6 ,~bi ~.o me 
'known to be the r::f--t~t1,~~ . of RUNNING Y . H RESORT NERS 
ASSOCXATioN·, ·the:Oregon nonprofit ~orppr:aticm th&;1t E!Xecuted the foregoing 
instrument, and acknowledged such Instrument to be the free and voluntary act of 
such nonprofit corporation, for the uses and purposes therein mentioned, and on 
oath stated that he/she was duly authorized to execute such instrument. 

GIVEN UNDER MY HAND AND OFFICIAL SEAL this _L day of t~ (\ ··1 , 2016. 

OFFICIAL .STAMP 
. llSAl..EGGET-:W'eATHER8Y 

CO
NOT:AAY PUBLIC. OREGOH 

. , . . .... MMJSSlON NO. 943990 
MY COMMISSION EXPIRES C>c1'oBER. le, 2019 

STATE OF~~~~~~ 
} 

ss. 
COUNTY OF ____ _ 

On this day personally appeared before me , to 
me known to be the of RUNNING V WATER, LLC, the 
Delaware limited liability company that executed the foregoing instrument, and 
acknowledged such instrument to be the free and voluntary act of such limited 
liability company, for the uses and purposes therein mentioned, and on oath stated 
that he/she was duly authorized to execute such instrument. 

GIVEN UNDER MY HAND AND OFFICIAL SEAL this -- day of ____ , 2016. 

Printed Name 

NOTARY PUBLIC in and for the State of 

My Commission Expires 

Running Y Common Area Roads Easement Page3 



2. Restrictions and Reservations. Grantor expressly reserves the 
right to enter upon and make use of the Common Area Roads for any uses not 
inconsistent with this Easement. Grantor further reserves the right to grant any 
other easement, license or right-of-way over, under or across the Common Area 
Roads so long as such uses are not inconsistent with the Easement granted herein. 
The Common Area Roads, or portions thereof, may at times, and at the sole election 
of Grantor, be temporarily closed for construction, maintenance or other matters as 
deemed necessary by Grantor in carrying out its responsibilities pursuant to the 
Declaration and/or applicable law. 

3. Maintenance. Granter shall be solely responsible for the 
maintenance and repair of the Common Area Roads in accordance with the 
Declaration and applicable law. Grantee will not be required to share in the costs of 
maintaining the Common Area Roads for purposes of this access Easement. 

4. Covenants Running with the Land. This Agreement and the terms 
contained herein shall be deemed covenants running with the land and shall be 
binding upon and inure to the benefit of Grantor and Grantee and their respective 
grantees, heirs, successors and assigns. 

EXECUTED as of the day and year first above written. 

Running Y Common Area Roads Easement 

GRANTOR: 

RUNNING Y RANCH RESORT OWNERS 
ASSOCIATION, 
an Oregon nonprofit corporation 

Byt~-~~~~~~-~~-~--
Nam e:~~~-~~~~~~-~~ 
Title:-------------

GRANTEE: 

RUNNING Y WATER, LLC, 
a Delaware limited liability company 

~~:ne: ate"·"""" ... n .... ---···· 

Title; A11ts.. ....... :-.-....1 -· 
----tr-i~UI U~:~a ~19iJHfOry 

RUNNING Y ENVIRONMENTAL, LLC, 
a Delaware limited liability company 

By; __ ..a.==::;;,;.=..--------~ 
Name:_~ _ ___,,_.._....._+-1-iH'flltfft:fjfl~ft-~ 

Tltl e: --------rn:i-iTifi-r-r;;ii'i::on-iCT'l......-:""'*=r-=-. 
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STATE OF _____ _ } 

ss, 
COUNTY OF ____ _ 

On this day personally appeared before me , to me 
known to be the of RUNNING Y RANCH RESORT OWNERS 
ASSOCIATION, the Oregon nonprofit corporation that executed the foregoing 
instrument, and acknowledged such instrument to be the free and voluntary act of 
such nonprofit corp'oratlon, for the uses and purposes therein mentioned, and on 
oath stated that he/she was duly authorized to execute such instrument. 

GIVEN UNDER MY HAND AND OFFICIAL SEAL this -- day of ____ ,, 2016. 

Printed Name 

NOTARY PUBLIC in and for the State of 

My Commission Expires----------

STATE OF~t:\~J't } 

COUNTY OF ~~~c.\ 
ss. 

On this day pe1$onll!IY appeared before me s~::l::l!,U~ 'to 
me known to be the ~"19P ~rr,~ ofRUNNING Y WAT~' the 
Delaware limited liabffitYCQmPany that executeo the foregoing instrument, and 
acknowledged such instrument to be the free and voluntary act of such limited 
liability company, for the uses and purposes therein mentioned, and on oath stated 
that he/she was duly authorized to execute such instrument. 

GIVEN UNDER MY HAND AND OFFICTAL SEAL this ~ day of .{n~t '2016. 

Printed Name . ~-

Running Y Common Area Roads Easement Page3 



STATE oF Cal'Jl\uj .. \¢1 } 

COUNTY OF ~~A,'t.'d 
SS. 

. . on this day p¢r$Qh<:l11Y appeared. before me ~ 11.tbO-o i-k,(/'/ ct4e. .• to 
m4:! ~nown tQ b.~th~A.~td ""~.of RUNNING y 
ENVX)tONMENTAL, LL~, the Delaware lmltEidfabllity company that executed the 
foregoing Instrument, and acknowledged such instrument to be the free and 
voluntary act of such limited liability company, for the uses and purposes therein 
mentioned, and on oath stated that he/she was duly authorized to execute such 
Instrument. 

GIVEN UNDER Mv HAND AND ~FACIAL SEAL this L day of~ 2016. 

Printed Name llpiiyl'ublc·=. .. ... · . . .. . 0 
NOTARY PUBu"t~~~ z 

Running Y Common Area Roads Easement Page4 



STATE OF~-~---~ 
} 

SS. 
COUNlY OF ____ _ 

On this day personally appeared before me , to 
me known to be the of RUNNING Y 
ENVIRONMENTAL, LLC, the Delaware limited llabillty company that executed the 
foregoing instrument, and acknowledged such instrument to be the free and 
voluntary act of such limited liability company, for the uses and purposes therein 
mentioned, and on oath stated that he/she was duly authorized to execute such 
instrument. 

GIVEN UNDER MY HAND AND OFFICIAL SEAL this -- day of ____ , 2016. 

Printed Name 

NOTARY PUBUC in and for the State of 

My Commission Expires------------

Running Y Common Area Roads Easement Page4 



EXHIBIT A 

LEGAL DESCRIPTION OF EASEMENT AREA 

The following real property located in Klamath County, Oregon: 

All private roads shown on the following plats recorded in Klamath 
County, Oregon: 

Running Y Resort, Phase 1 

Running Y Resort, Phase 2 

Running Y Resort, Phase 3 

Running Y Resort, Phase 4 

Replat Running Y Resort, Phase 4, 1st Addition 

Tract 1427, A Replat of Lots 318, 319, 320, 321, 322, 323 and 
Common Area "A11 of Tract 1363, Replat of Running Y Resort, Phase 
4, 1st Addition 

Running Y Resort, Phase 4, 2nd Addition 

Running Y Resort - Phase 4, Third Addition 

Tract No. 1444, Running Y Resort, Phase 4, 4th Addltion 

Running Y Resort, Phase 5 

Running Y Resort, Phase 6 

Running Y Resort, Phase 6 1st Addition 

Running Y Resort, Phase 6 2nd Addition 

Tract 1446, Running Y Resort, Phase 6, 3rd Addition 

Tract 1466, Running Y Resort, Phase 6, 4th Addition 

Running Y Resort, Phase 7 

Tract 1443 A Replat of Lots 595-602, 604-605, Falcon Drive and 
Red Tail Drive of Tract 1340, Running Y Resort Phase 7 

Running Y Resort, Phase 8 

Tract 1422, Ranchvlew Estates 

Tract 1440, Ranchview Estates, 1st Addition 

Running Y Resort, Phase 9 

Running Y Resort, Phase 10 

Tract 1404 - Replat of Lots 792-795 and 818-820 of Running Y 
Resort, Phase 10 - Tract 1394 

Tract 1409, Running Y Resort, Phase 11 

Running Y Resort, Phase 11, 1st Addition 

Running Y Resort, Phase 12, Tract 1423 

Tract 1425, A Replat of Lots 779, 780 and Common Area "C11 

Running Y Resort, Phase 12, 1st Addition, Tract 1426 

Running Y Resort, Phase 13, Tract 1429 
Tract 1468, Aspen Run, Phase 1 

Running Y Common Area Roads Easement Page5 



Amenl~Ha 
MTG f346-l/6Zt 

Af t~r Recording 
Retµrn To: 
Re.sort Resources 
P.O. Box 2277 
Bend OR, 97709 ACCESSEASEMENTAGREEMENT 

2016-003730 
Klamath County, Oregon 
04/12/2016 02:50:40 PM 
Fee: $77.00 

THIS ACCESS EASEMENT AGREEMENT (this "Agreement") Is dated for 
reference purposes og APA.ti- , 2016 and is made by and among RUNNING Y 
RANCH RESORT OWNERS ASSOCIATION, an Oregon nonprofit corporation 
("Grantor''), and RUNNING Y WATER, LLC, a Delaware limited liablllty company 
("Water'') and RUNNING Y ENVIRONMENTAL, LLC, a Delaware limited liability 
company ("Environmental"). Collectively, Water and Environmental are hereinafter 
referred to as "Grantee". 

RECITALS 

A. Grantor is the owners' association for a planned community 
development in Klamath County, Oregon, known as the "Running Y Ranch Resort." 

B. The Running Y Ranch Resort includes a number of private roads that 
are designated as "Common Areas" pursuant to the Declaration of Protective 
Covenants, Conditions, Restrictions and Easements for Running Y Ranch Resort 
recorded August 2, 1996 in Volume M96, Page 23548, Klamath County, Oregon (as 
amended and supplemented from time to time, the "Declaration"). These private 
roads are described in the Declaration and/or in each of the recorded plats for the 
Running Y Ranch Resort, which plats are more particularly described on the attached 
Exhibit A (collectively, the "Common Area Roads"). Grantor owns, operates and 
maintains the Common Area Roads, pursuant to the Declarat.i_on. 

·\. 

C. Each of Water and Environmental owns and operates certain 
equipment and facilities within Running Y Ranch Resort for the purpose of providing 
water and sewer services, respectively, to property owners in Klamath County, 
Oregon, including property owners within Running Y Ranch Resort (the "Utility 
Facilities''). 

D. Each of Water and Environmental has requested an access easement 
over the Common Area Roads for purposes of accessing, using, maintaining, 
repairing and replacing its respective Utility Facilities, and Grantor has agreed, all on 
the terms and conditions contained herein. 

AGREEMENTS 

In consideration of the promises and mutual covenants herein contained, the 
parties hereby agree as follows: 

1. Grant of Roadway Access Easement. Granter hereby grants to 
Grantee a perpetual, non-exclusive access easement over, under and across the 
Common Area Roads, Including, without limitation, those Common Area Roads 
described on the attached Exhibit B. Such easement shall allow vehicular and 
pedestrian ingress and egress to Grantee's property within the Running Y Ranch 
Resort for purposes of using, operating, maintaining, constructing, installing, 
repairing and replacing any existing or future Utility Facilities. Such easement shall 
permit access by Grantee and Grantee's employees, members, officers, directors, 
contractors, invitees and guests. 

Running Y Common Area Roads Easement 
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After Recording 
Return To: 
Resort Resources 
P.O. Box 2277 
Bend OR, 97709 

THIS ACCESS EASEMENT AGREEMENT (this "Agreement") is dated for 
reference purposes os APNL , 2016 and is made by and among RUNNING Y 
RANCH RESORT OWNERS ASSOCIATION, an Oregon nonprofit corporation 
("Grantor"), and RUNNING Y WATER, LLC, a Delaware limited liability company 
("Water") and RUNNING Y ENVIRONMENTAL, LLC, a Delaware limited liability 
company ("Environmental"). Collectively, Water and Environmental are hereinafter 
referred to as "Grantee11

• 

RECITALS 

A. Grantor is the owners' association for a planned community 
development in Klamath County, Oregon, known as the "Running Y Ranch Resort.1' 

B. The Running Y Ranch Resort includes a number of private roads that 
are designated as "Common Areas" pursuant to the Declaration of Protective 
Covenants, Conditions, Restrictions and Easements for Running Y Ranch Resort 
recorded August 2, 1996 in Volume M96, Page 23548, Klamath County, Oregon (as 
amended and supplemented from time to time, the "Declaration"). These private 
roads are described in the Declaration and/or in each of the recorded plats for the 
Running Y Ranch Resort, which plats are more particularly described on the attached 
Exhibit A (collectively, the "Common Area Roads"). Grantor owns, operates and 
maintains the Common Area Roads, pursuant to the Declaration. 

c. Each of Water and Environmental owns and operates certain 
equipment and facilities within Running Y Ranch Resort for the purpose of providing 
water and sewer services, respectively, to property owners in Klamath County, 
Oregon, including property owners within Running Y Ranch Resort (the "Utility 
Facilities"). 

D. Each of Water and Environmental has requested an access easement 
over the Common Area Roads for purposes of accessing, using, maintaining, 
repairing and replacing its respective Utility Facilities, and Grantor has agreed, all on 
the terms and conditions contained herein. 

AGREEMENTS 

In consideration of the promises and mutual covenants herein contained, the 
parties hereby agree as follows: 

1. Grant of Roadway Access Easement. Grantor hereby grants to 
Grantee a perpetual, non-exclusive access easement over, under and across the 
Common Area Roads, including, without limitation, those Common Area Roads 
described on the attached Exhibit B. Such easement shall allow vehicular and 
pedestrian ingress and egress to Grantee1s property within the Running Y Ranch 
Resort for purposes of using, operating, maintaining, constructing, installing, 
repairing and replacing any existing or future Utility Facilities. Such easement shall 
permit access by Grantee and Grantee's employees, members, officers, directors, 
contractors, invitees and guests. 

Running Y Common Area Roads Easement 
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2. Restrictions and Reservations. Granter expressly reserves the 
right to enter upon and make use of the Common Area Roads for any uses not 
inconsistent with this Easement. Granter further reserves the right to grant any 
other easement, license or right-of-way over, under or across the Common Area 
Roads so long as such uses are not inconsistent with the Easement granted herein. 
The Common Area Roads, or portions thereof, may at times, and at the sole election 
of Granter, be temporarily closed for construction, maintenance or other matters as 
deemed necessary by Granter in carrying out Its responsibilities pursuant to the 
Declaration and/or applicable law. 

3. Maintenance. Granter shall be solely responsible for the 
maintenance and repair of the Common Area Roads in accordance with the 
Declaration and applicable law. Grantee will not be required to share in the costs of 
maintaining the Common Area Roads for purposes of this access Easement. 

4. Covenants Running with the Land. This Agreement and the terms 
contained herein shall be deemed covenants running with the land and shall be 
binding upon and Inure to the benefit of Grantor and Grantee and their respective 
grantees, heirs, successors and assigns. 

EXECUTED as of the day and year first above written. 

Running Y Common Area Roads Easement 

GRANTOR: 

RUNNING Y RANCH RESORT OWNERS 
ASSOCIATION, 
an Oregon non ofit 

By: __ '-"<::-::~~"'=7'r-=-=-.c~--=--=·~-·--=--·~ 
Name: ~~----~~~~--­
Title: --4--'-='-=::_!_-=->~~'------

GRANTEE: 

RUNNING V WATER, LLC, 
a Delaware limited liability company 

By: _____________ _ 
Name: ____________ _ 

Title:-------------

RUNNING Y ENVIRONMENTAL, LLC, 
a Delaware limited liability company 

By: ____________ _ 
Name: ____________ _ 

Title:------------
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STATE OF ()~ iJhJ 
COUNTY OF LJi ff}yyLijJ7t_,, 

} 

SS. 

PPvi , () Q,jCLy~9 . . . (Jv_;J 
On this day ersoMlly a~peared before me bj)6 / Le~t ti '-h/tfofht-1~0 me 

known to be the '.J-f 'f._J i \_t .. h.._.,4-- of RUNNING Y RA H RESORT NERS 
ASSOCIATION, the Oregon nonprofit corporation that executed the foregoing 
instrument, and acknowledged such Instrument to be the free and voluntary act of 
such nonprofit corporation, for the uses and purposes therein mentioned, and on 
oath stated that he/she was duly authorized to execute such Instrument. 

GIVEN UNDER MY HAND AND OFFICIAL SEAL this_]__ day of t4' (1 ''J I 2016. 

OFFICIAL STAMP 
LIS!\ LEGGET-WEATHERBY 

:.; . ....- NOTARY PUBLIC- OREGON 
. COMMISSION NO, 943990 

MY COMMISSION EXPIRES OCTOBER 19, 2'019 

STATE OF_~~-~-
} 

SS. 
COUNTY OF ____ _ 

On this day personally appeared before me , to 
me known to be the of RUNNING Y WATER, LLC, the 
Delaware limited liability company that executed the foregoing instrument, and 
acknowledged such instrument to be the free and voluntary act of such limited 
liability company, for the uses and purposes therein mentioned, and on oath stated 
that he/she was duly authorized to execute such instrument. 

GIVEN UNDER MY HAND AND OFFICIAL SEAL this -- day of ____ , 2016. 

Printed Name 

NOTARY PUBLIC In and for the State of 

My Commission Expires 
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2. Restrictions and Reservations. Grantor expressly reserves the 
right to enter upon and make use of the Common Area Roads for any uses not 
inconsistent with this Easement. Grantor further reserves the right to grant any 
other easement, license or right-of-way over, under or across the Common Area 
Roads so long as such uses are not inconsistent with the Easement granted herein. 
The Common Area Roads, or portions thereof, may at times, and at the sole election 
of Grantor, be temporarily closed for construction, maintenance or other matters as 
deemed necessary by Grantor in carrying out its responsibilities pursuant to the 
Declaration and/or applicable law. 

3. Maintenance. Grantor shall be solely responsible for the 
maintenance and repair of the Common Area Roads in accordance with the 
Declaration and applicable law. Grantee will not be required to share in the costs of 
maintaining the Common Area Roads for' purposes of this access Easement. 

4. Covenants Running with the Land. This Agreement and the terms 
contained herein shall be deemed covenants running with the land and shall be 
binding upon and inure to the benefit of Grantor and Grantee and their respective 
grantees, heirs, successors and assigns. 

EXECUTED as of the day and year first above written. 

Running Y Common Area Roads Easement 

GRANTOR: 

RUNNING Y RANCH RESORT OWNERS 
ASSOCIATION, 
an Oregon nonprofit corporation 

By: ___________ _ 
Name: ____________ _ 
Title: ____________ _ 

GRANTEE: 

RUNNING Y WATER, LLC, 
a Delaware limited liability company 

By : ___ -F:::=~ 
Name: __ ~!1.lluu-nauaa¥-U»t--~-

Title: Authorized Signatory 

RUNNING Y ENVIRONMENTAL, LLC, 
a Delaware limited liability company 

~~_,,.~-

By: __ ~e:::..-·. =~=="'=·~· '----------~ 
Na me: __ --_~S~im~o .... nl-ilH,_.,a~l .... 19,......a--r~te .... n..--
Title: ___ _,11,.......i.a...~-·---~=--=--

nU 1tOnz:ed Signatory 
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STATE OF _____ _ } 

SS. 

COUNTY OF ____ _ 

On this day personally appeared before me , to me 
known to be the of RUNNING Y RANCH RESORT OWNERS 
ASSOCIATION, the Oregon nonprofit corporation that executed the foregoing 
instrument, and acknowledged such instrument to be the free and voluntary act of 
.such nonprofit corporation, for the uses and purposes therein mentioned, and on 
oath stated that he/she was duly authorized to execute such instrument. 

GIVEN UNDER MY HAND AND OFFICIAL SEAL this -- day of ____ , 2016. 

Printed Name 

NOTARY PUBLIC in and for the State of 

My Commission Expires ______ _ 

STATE OFCkwe\~31 } 

COUNTY OF ~A~~\c\ 
SS. 

On this day pen;onajly appeared before me s~+wl~ , to 
me known to be the;*-~~ ~i"ct"'~ of RUNNING Y WAT R,LLC, the 
Delaware limited liability company that executed the foregoing Instrument, and 
acknowledged such instrument to be the free and voluntary act of such limited 
liability company1 for the uses and purposes therein mentioned 1 and on oath stated 
that he/she was duly authorized to execute such instrument. 

GIVEN UNDER MY HAND AND OFFICIAL SEAL this ~ day of¥, 2016. 

Printed Name Catherine.Smerigllo 

. ~Mt-~ 
NOTARY Qn~~~~~,20zi} 

Cv~xpires 
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STATE oF Col'1"ttj, ... ,Jf } 
COUNTY OF ,_.\~~'t{d 

SS, 

On this day personally appeared before me ~ 11,n..O...., 'f..k{f? ei>lei , to 
me known to be the~~ui '1'1~ of RUNNING Y 
ENVIRONMENTAL, LLC, the Delaware limited liability company that executed the 
foregoing instrument, and acknowledged such instrument to be the free and 
voluntary act of such limited liability company, for the uses and purposes therein 
mentioned, and on oath stated that he/she was duly authorized to execute such 
instrument. 

GIVEN UNDER MY HAND AND OFFICIAL SEAL this£__ day of~' 2016. 

Printed Name Noialyfubllc-~ 
comm' I I v 

NOTARY PUBL~~~e~~~~JP z 
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EXHIBIT A 

LEGAL DESCRIPTION OF EASEMENT AREA 

The following real property located in Klamath County, Oregon: 

All private roads shown on the following plats recorded in Klamath 
County, Oregon: 

Running Y Resort, Phase 1 

Running Y Resort, Phase 2 

Running Y Resort, Phase 3 

Running Y Resort, Phase 4 

Replat Running Y Resort, Phase 4, 1st Addition 

Tract 1427, A Replat of Lots 318, 319, 320, 321, 322, 323 and 
Common Area "A" of Tract 1363, Replat of Running Y Resort, Phase 
4, 1st Addition 

Running Y Resort, Phase 4, 2nd Addition 

Running Y Resort - Phase 4, Third Addition 

Tract No. 1444, Running Y Resort, Phase 4, 4th Addition 

Running Y Resort, Phase 5 

Running Y Resort, Phase 6 

Running Y Resort, Phase 6 1st Addition 

Running Y Resort, Phase 6 2nd Addition 

Tract 1446, Running Y Resort, Phase 6, 3rd Addition 

Tract 1466, Running Y Resort, Phase 6, 4th Addition 

Running Y Resort, Phase 7 

Tract 1443 A Replat of Lots 595-602, 604-605, Falcon Drive and 
Red Tail Drive of Tract 1340, Running Y Resort Phase 7 

Running Y Resort, Phase 8 

Tract 1422, Ranchvlew Estates 

Tract 1440, Ranchvlew Estates, 1st Addition 

Running Y Resort, Phase 9 

Running Y Resort, Phase 10 

Tract 1404 - Replat of Lots 792-795 and 818-820 of Running Y 
Resort, Phase 10 - Tract 1394 

Tract 1409, Running Y Resort, Phase 11 

Running Y Resort, Phase 11, 1st Addition 

Running Y Resort, Phase 12, Tract 1423 

Tract 1425, A Replat of Lots 779, 780 and Common Area ''C" 

Running Y Resort, Phase 12, 1st Addition, Tract 1426 

Running Y Resort, Phase 13, Tract 1429 

Tract 1468, Aspen Run, Phase 1 
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2014-009116 

EASEMENT AGREEMENT 

Klamath County1 Oregon 
09/03/2014 09:08:05 AM 
Fee: $72.00 

THIS EASEMENT AGREEMENT (this "Agreement") is made as of this·23_ day of August 
2014, by and between Running Y Development, LLC, a Delaware limited liability company with a 
mailing address of PO Box 1215, Redmond, OR 97756 1 hereinafter referred to as 11Grantor", and 
Running Y Environmental, LLC, a Delaware limited liability company with a malling address of 
5115 Running Y Road, Klamath Falls, OR 97601, hereinafter referred to as "Grantee". 

RECITALS: 

Grantor is the owner of that certain real property located in Klamath County, Oregon, 
commonly described as a Running Y Ranch golf course parcel and legally described on Exhibit A 
attached hereto ("Golf Course Parcel"). 

Grantee has certain equipment and facilities located on a portion of the Golf Course Parcel, 
generally as shown on the map attached as Exhibit B for the purpose of providing sewer 
collection services to various property owners in Running Y Ranch, Klamath Courity, Oregon. 

Grantee desires to exercise certain rights and privileges across, under and upon the Golf 
Course Parcel and has requested from Grantor an easement to secure such rights and privileges, 
and Grantor is willing to grant such easement upon the terms and conditions contained in this 
Easement Agreement. 

NOW, THEREFORE, Grantor hereby. grants unto the Grantee, an easement over, under, 
and across an approximate 201 x 20' area, plus an 8' wide strip of land improved with a paved 
path, both of which are located on the Golf Course Parcel and are referred to herein as the 
''Easement Area", which area ls generally as shown on the attached ''Exhibit B", to provide 
ingress and egress to, as well as to inspect, repair, maintain, renew, and alter, the sewage lift 
station and related facilities necessary to provide sewer collection service to its utility company 
customers. 

Subject to obtaining prior written approval of Grantor, which approval may not be 
unreasonably withheld, conditioned or delayed, Grantee1 at its sole cost and expense, may trim or 
remove brush, trees, shrubs, or objects within the Easement Area that Interfere with the 
construction, maintenance and operation of said utility services. A failure of Grantor to respond 
within three (3) business days of Grantee's request to conduct such trimming or removal shall be 
deemed approval. 

Further, Grantee agrees that any disturbance to the Easement Area or adjacent 
landscaping, bike paths, golf course improvements, ingress and egress routes and any other 
areas caused by Grantee, its subcontractors, representatives or assigns shall be promptly and 

·completely repaired, re-vegetated, and/or reconstructed by Grantee to the pre-existing condition 
of said qisturbance areas at Grantee's sole cost and expense. 

Grantee agrees to perform all work in a good and workmanlike manner and shall use 
reasonable efforts to try to try to minimize excess noise or other interference with Grantor's use 
of the Golf Course Parcel. 

Grantee agrees to indemnify and hold Grantor harmless from any liability, suit, settlement 
or judgment and related attorneys' fees and expenses to the extent arising out of the negligence 
of Grantee, Its employees, agents and contractors' in using the Easement Area. 

1 

. . 
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The Grantor also covenants to and with the Grantee that Granter is lawfully seized and 
possessed of the land aforesaid and has a good and lawful right and power to convey this 
easement. 

This easement agreement wlll enure to and be binding upon Grantor's and Grantee1s 
respective successors and assigns and may be recorded in the public records where the Easement 
Area ls located. 

IN WITNESS WHEREOF, this instrument has been executed the day and year first above 
written. 

GRANTOR: 

.RUNNING Y DEVELOPMENT, LLC, 
a Delaware limited liability company 

GRANTEE: 

RUNNING Y ENVIRONMENTAL, LLC, 
a Delaware limited liability company 

Name: s~~w~~ 
Title: ___ Aut_h_or_ized_Si..w..:.gn.:..c.;.:atc;;;.:..ory1-----

(GRANTOR ACKNOWLEDGMENT) 

) 

)ss.W,~ 

acknowledged by 
___ .:!l.=__,_~,_;_-"'='=--~'!::F-#--'-="'-'-=-.:__~~of 

Notary Public 

My commission expires: __ .:...__/ ,....,L/_38~,_b-=:J" __ _ 
; ) 

Commission No.: __ /L_,5.o<__f_,_'-f-'--'-'95=-----
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(GRANTEE ACKNOWLEDGMENT) 

STATE o6J ... eJ~ ) 

)ss.~~ 
) 

This instrument was acknowledged before me on AuyJ~ P<Cfr-: 2014, by 
?:.~"" l:\· • .,,\\.~i:d&, 'as AulhorizedS$ of 

RUNNING Y ENVIRONME TAL, LLC, a Delaware limited~ behalf. 

Notary Public 

My commission expires: __ /_,_A~:?_0"""'(....._1_.) __ _ 
I 

Commission No.: --~/ __ S.-'---f--jf,__..C/_~_,,,,,.,, __ _ 
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EXHIBIT A 

GOLF COURSE PARCEL 

Real property in the County of Klamath, State of Oregon~ described a.s follows; 

PARCEL I: (FUTURE DEVELOPMENT AND GOLF COURSE) 

PARCEL I AND 2, LAND PARTITION 60 .. 94, LOCATED IN SECTIONS 4, 5, 9 AND 10) 
TOWNSHIP 38 SOUTH RANGE 8 EAST, WILLAMETIE.MERIDIAN~ KLAMATH 
COUNTY, OREGON. 

EXCEPTING THEREFROM ANY PORTION LYING WITHIN THE BOUNDARIES OF 
RUNNING Y RESORT, PHASE L 

ALSO EXCEPTING THEREFROM ANY PORTION LYING WITIDN THE BOUNDARJES 
OF RUNNING Y RESORT~ PHASE 2. 

ALSO EXCEPTING THEREFROM ANYPORTION 1 YJNG WITHIN THE BOUNDARIES 
OF RUNNING Y RESORT, PHASE 3. 

ALSO EXCEPTING THEREFROM.ANY PORTION LYING WITIUN THE BOUNDARIES 
. OFRUNNINGYRESORT,PHASE4. 

ALSO EXCEPTING THEREFROM ANY .PORTION LYING WITHIN THE BOUNDARIES 
OF RUNNING Y RESORTJ PHASE 4, 1 ST ADDITION. 

ALSO EXCEPTING THEREFROM ANY :PORTION L YrnG wm11N THE BOUNDARIES 
OF RUNNI}fG YRESORT, PHASE 4, lST ADD1TIONREPtAT. 

ALSO EXCEPTJNG THEREFROM ANY PORTION LYING WITHJN THE BOUNDARIES 
OF RUNNING.Y RESORT, PHASE 4, 2ND ADDITION. 

ALSO EXCEPTING THEREFROM ANY PORTION LYING WITHIN TIIE BOUNDARIES 
OF RUNNING YRESORT, PHASE 4, 3RD ADDITION. 

ALSO EXCEPTlNG: THEREFROM ANY PORTION L YJ:NG WITHIN THE BOUNDARIES 
OF RUNNING Y.RESORTj P'.HASE 4~ 4IB.ADDITION. 

ALSO EXCEPTING THEREFROM ANY PORTION LYING WITHIN THE BOUNDARIES 
OF RUNNING Y RESORT, PHASE 5. 

ALSO EXCEPTING THEREFROM ANY PORTION LYING WITIIlN THE BOUNDARIES 
OF RUNNING Y RESORT, PHASE 6. 

ALSO EXCEPTING THEREFROM ANY PORTION LYING 1N1THJN THE BOUNDARIES 
OF RUNNING YRESORT, PHASE 6b lST ADDITION. 



. ·- ·- .... ·-····- -----~--·-.. . ·---- --- ------~------~--~~---- -----------------

ALSO EXCEPTING THEREFROM ANY PORTION LYING WITHIN THE BOUNDARIES 
OF RUNNJNG Y RESORT, PHASE 6, 2ND ADDITION. 

ALSO EXCEPTING THEREFROM ANY PORTION LYING WITHIN THE BOUNDARIES 
OF .RUNNING Y RESORT~ PHASE 6, 3RD ADDITION, 

ALSO EXCEPTING THEREFROM ANY PORTION L YlNG WITHlN THE BOUNDARIES 
OF RUNNING Y RESORT, PHASE 6, 4TH ADDITION .. 

ALSO EXCEPTING THEREFROM ANY PORTION LYING WITHIN nm BOUNDARIES 
OF RUNNINGYRESORT, PHASE?. 

ALSO.EXCEPTING THEREFROM ANY PORTION LYING WITHIN THE BOUNDARIES 
OF RUNNING Y RESORT, PHASE 8. 

ALSO EXCEPTING THEREFROM ANY PORTION LYING WITHIN THE BOUNDARIES 
OF RUNNING Y RESORT, PHASE 9. 

ALSO EXCEPTING THEREFROM ANY PORTION LYlN,G WITHIN THE BOUNDARIES· 
OF RUNNINGY RESORT, PHASE I 0. 

ALSO EXCRP.TING THEREFROMANYPORTION LYING WITHIN THE BOUNDARIES 
OF RUNNING Y RESORT, PHASE 11. 

ALSO EXCEPTING THEREFROM ANY PORTION LYING WITHIN THE BOUNDARIES 
OF RUNNING YRESORT; PHASE l 1, 1ST ADDITION. 

ALSO EXCEPTING THEREFROM ANY PORTION~ YING WITHIN THE BOUNDARIES 
OF RUNNIN'G Y RESORT, PHASE '12. 

ALSO EXCEPTING THEREFROM.ANY PORTION' LYING WITHIN TiiE BOUNDARIES 
OF RUNNING Y RESORT, PHASE 12~ IST ADDITION. 

ALSO EXCEPTJNG THEREFROM ANY PORTION LYING WITHIN THE BOUNDARIBS 
OF RUNNING Y RESORT, PHASE 13, 

ALSO- EXCEPTING THEREFROM ANY PORTION LYING WITHIN THE BOUNDARIES 
OF RANCHVIEW ESTATES AND RANCHV!EW ESTATES lST ADDITION. 

ALSO EXCEPTING THEREFROM. ANY .PORTION LYING WlrtnN THE BOUNDARIES 
OF ASPEN RUN, PHASE 1. 

ALSO EXCEPTING THEREFROM ANY PORTION LYING WITHIN THE BOUNDARIES 
OF LAND PARTITION 47~01, ·LOCATED IN THE SOUTH HALF OF SECTION 9) 
TOWNSHIP 38 SOUTH, RANGE 8 EAST WILLAMETTE MERIDIAN, KLAMATH 
COUNTY, OREGON. 



ALSO BXCEPTJNG THEREFROM THAT PORTION L YlNG W1THIN LAND PORTION 
04-11 BEING A PORTION OF PARCEL 1, LAND PARTITION 69-06~ LOCATED IN THE 
SOOTIIBAST QUARTER OF SECTI.ON 9> TOWNSIDP 38 SOUTH RANGE 8 RANGE 8 
EAST, WILLAMETTE MERIDIAN; KLAMATH COUNTY, OREGON. 
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EXHIBIT B 
Easement Area * 

* The Easement Area consists of a 20' x 20' area on which the sewage lift 
station and related facilities are located, which is situated westerly of the 
rear property lines of Lots 745 and 7461 plat of Running Y Resort, Phase 9, 
Klamath County 1 Oregon. The Easement Area also includes an 8' wide pathway 
extending northwesterly from the lift station area to Kestrel Road. 
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DECLARATION OF COVENANTS, CONDITIONS, RESTRICTIONS AND EASEMENTS FOR 
RIDGEWATER 

TIDS DECLARATION OF COVENANTS, CON;IHTIONS, RESTRICTIONS AND EASEMENTS 
("Declaration") is dated for reference pml_Joses ~tif'er>1ber- fl, 2006, by RUNNING Y RESORT, INC., an 
Oregon cml_Joration, doing business as RIDGEW ATER PROPERTIES, as the owner of all of the property 
cmrently being subjected to this Declaration ("Declarant"). 

RECITALS 

A. Declarant owns certain real property jn the City of Klamath Falls, Oregon which Declarant 
proposes to develop as a planned community development to be lmown as "Ridge,Vateri' pmsuant to a 
development plan approved by the City of Klamath Falls, Oregon ("Development Plan"). Declarant reserves the 
right to amend the Development Plan, subject to any approvals required by the City of Klamath Falls, Klamath 
County or any other applicable governmental authority. Ridge Water will be a Class I planned community under tlie 
Oregon Planned Community Act, ORS 94.550 to 94.783, and applicable successor provisions. 

B. All owners, tenants, licensees, invitees and mortgagees of property within RidgeWater shall 
acquire their respective interests in such property subject to this Declaration, as the same may hereafter be amended. 
By adoption of this Declaration, Declarant is not committing itself to take any action for which it is not specifically 
obligated under the express tenns of the Development Plan or this Declaration. Any Person who acquires a property 
interest in Ridge Water consents to the Development Plan, as the same may hereafter be amended,· and shall have no 
legal right to :insist that there be any particular development of Ridge Water except as required by this Declaration, 
the Development Plan or any recorded instiuments annexing areas to Ridge Water. 

C. Declarant anticipates that Ridge Water may include a vaiiety of uses. Such uses may include, 
without limitation, commercial, retail, residential, recreational, and other uses as Declarant may determine to be 
appropriate. Residential parcels within the Property may include single-family lots, zero lot line or other common 
wall type structures, or condominiums. Recreational facilities may include facilities for swimming, hiking, 
bicycling, and other uses that are conunonly associated with a multi-purpose development such as Ridge Water, but 
Declarant makes no assmances as to the construction or availability of any specific recreational facility. Some 
facilities may be privately owned by Declai·ant or third parties and may be available for use by members only, by the 
public or both. 

D. Declarant reserves the right with respect to all or any portion of the Property then owned by 
Declarant, and from time to time, to petition for and obtain rezonings of such property; exchai1ges of properties; 
annexations to or incorporations within any boundaiy or jmisdiction of the County of Klamath or the City of 
Klamath Falls; illclusions within any urban growth area; amendments to the Development Plan; and such licenses, 
permits and governmental approvals as Declarant may deem to be appropriate from time to time :in connection with 
the then or anticipated use of such portion of the Property. 

E. This Declai·ation establishes covenant~, conditions, restrictions and easements for the benefit of 
Ridge Water. The first such area to be subject to this Declaration is described in the attached Exhibit A (the 
"Property"). Additional Property may be annexed to the Property in accordance with the provisions of this 
Declai·ation. Portions of the Prope1iy, but only if and when they are described herein or in a Supplemental 
Declai·ation, may be within "Neighborhoodsi' which will either be discreet neighborhoods or share a common type 
of development. 

NOW, THEREFORE, Declarant hereby declai·es that the Property described in Exhibit A attached hereto 
shall be owned, sold, conveyed, leased, encmnbered, occupied, improved and used subject to this Declai·ation, which 
will run with such prope1iy and shall be binding upon all parties having or acquiring any right, title or :interest in 
such prope1iy or any part thereof ai1d shall inure to the benefit of each owner thereof and their respective successors 
and assigns . 
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Article 1 

DEFINITIONS 

As used in this Declaration, the tenns set fmth below shall have the following meanings: 

1.1 "Additional Propertt' means any land, whether or not owned by Declarant, which is made 
subject to this Declaration as provided in Section 2.2. 

1.2 "Affiliate" means any entity which controls, is under the common control with or is contmlled by 
Declarant. 

1.3 "Articles" means the Alticles of Incorporation of the Association. 

1.4 "Assessments" means all assessments and other charges, fmes and fees imposed by the 
Association on an Owner in accordance with this Declaration, including, without limitation, General Assessments, 
Neighborhood Assessments, Special Assessments, Emergency Assessments, Limited Common Area Assessments 
and Individual Assessments as described in Alticle 11. 

1.5 "Association" means the RidgeWater Conununity Association, an Oregon nonprofit corporation 
to be formed to serve as the owners' association as provided in Alticle 9, and its successors and assigns. 

1.6 "Board" or "Board of Directors" means the Board of Directors of the Association. 

1.7 "Ridge Water" means all property now or hereafter made subject to this Declaration. 

1.8 "Bvlaws" means the bylaws of the Association as adopted and amended by the Board from time to 
time. 

1.9 "Common Areas" means all real and personal property, including easements, that the Association 
owns, leases or otherwise holds possessory or use rights in for the common use and enjoyment of the Owners, 
subject to use restrictions that may be described herein or in any Supplemental Declaration. Common Areas shall be 
designated as such in this Declaration, any Supplemental Declaration, any plat of the Property, or any conveyance 
from Declarant to the Association. Common Areas shall include any Improvements thereon, anci may be further 
designated as Public Areas, Restricted Ai·eas, Lin1ited Common Areas, or Neighborhood Common Areas. Common 
Areas shall also include any Units conve1ied to Common Areas as provided in Section 3.5. 

1.10 "Common Expenses" shall mean all of the expenses incmTed by or on behalf of the Association 
from time to time including such reserves as the Board may deem appropriate from time to time. 

1.11 "Community-Wide Standard" means the standard of conduct, quality, maintenance and design 
generally prevalent in Ridge Water. Such standard shall be established initially by Declarant and may contain both 
objective and subjective elements. The Community-Wide Standard may evolve as development progresses and as 
the needs and demands of Ridge Water change. 

1.12 "Condominium" means any property submitted to the Oregon Condominium Act in the manner 
provided by ORS Chapter 100, as amended. 

1.13 "Declarant" means Running Y Resort, Inc., an Oregon corporation doing business as Ridge Water 
Prope1iies, and its successors and assigns, if a recorded instrument executed by Declarant assigns to the transferee 
all of the rights reserved to Declarant under this Declaration with respect to all or any po1iion of the Prope1iy. 
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1.14 "Declaration" means this Declaration of Covenants, Conditions, Restrictions and Easements for 
RidgeWater as the same may be amended or supplemented from time to time h1 accordance with the provisions 
hereof 

1.15 "Design Guidelines" shall have the meanillg given that term h1 Section 8.3. 

1.16 "Design Review Committee" means the committee appointed pursuant to Article 8. 

1.1 7 "Development Period" means tbe period of time between the date this Declaration is Recorded 
and the earliest of (a) when all of the property within the Development Plan has been developed and seventy-five 
percent (75%) of the Units in the last area to be annexed to this Declaration have been conveyed to Persons other 
than Declarant or an Affiliate; (b) when, in its discretion, Declarant so detennines, as evidenced by a Recorded 
document executed by Declarant to that effect; or (c) December 31, 2020. 

1.18 "Development Plan" means the Development Plan approved by the City of Klamath Falls and 
Klamath County, if applicable, as the same may hereafter be amended. 

1.19 "Emergency Assessments" shall have the meaning given that term in Section 1 l.3(d) below. 

1.20 "General Assessments" shall have the meaning given that tenn in Section 11.3(a). 

1.21 "Governing Documents" means the Development Plan, this Declaration, the Articles of 
Incorporation, the Bylaws, any Supplemental Declaration and any Policies and Procedures adopted by the Board. 

1.22 "Governmental Authority" means the City of Klamath Falls, County of Klamath, the State of 
Oregon, the United States of America or other governmental entity or agency that has or acquires jurisdiction over 
the Property or any portion thereof, or over sales oftbe Property, from time to time. 

1.23 "Improvement" means any stmctme or improvement of any kind, including but not limited to any 
building, fence, wall, driveway, swhnming pool, storage shelter, signage, monmnentation or other product of 
constrnction efforts on the Property. 

1.24 "lndivid ual Assessments" shall have the meaning given that tenn in Section 11.3 .5. 

1.25 "Initial Development" means the real property identified in Section 2.1. 

1.26 "Limited Common Area Assessments" shall have the meaning given that tenn in Section 
l l.3(e). 

1.27 "Limited Common Areas" means those Common Areas that are restricted to the exclusive use of 
the owners or occupants of certain Units as designated in this Declaration or a Supplemental Declaration. 

1.28 "Mortgage" means a mortgage, deed of trust or real estate installment sale contract. 

1.29 "Mortgagee" means a mortgagee under a mortgage, a beneficiary under a deed of trust, or a seller 
under a real estate installment sale contract. 

1.30 "Neighborhood" means any area or areas designated by Declarant and comprised of discrete 
types of development, use or ownership within a portion of the Property, as established and restricted in this 
Declaration or a Supplemental Declaration. 
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1.31 "Neighborhood Assessments" means Assessments levied against Units in a specific 
Neighborhood to fund Neighborhood Expenses pursuant to Section l l.3(b). 

1.32 "Neh~hborl10od Association" means any association established for a specific Neighborhood 
pursuant to a Neighborhood Declaration. 

1.33 "Neighborhood Committee" means a committee appo:iJ.lted or elected for a Neighborhood 
pursuant to Section3 .4. 

1.34 "Neighborhood Common Area" means a portion of the Common Areas within a Neighborhood 
restricted in whole or in part to common use primarily by or for the benefit of the Owners owning Units within the 
Neighborhood and thefr families, tenants, employees, guests and invitees. 

1.35 "Neighborhood Declaration" means a declaration of easements, covenants, conditions and 
restrictions and all amendments thereto Recorded by an Owner establishing a plan of Condominium ownership, 
town.home or zero lot line ownership, planned unit development, or otherwise imposing use restrictions on Units 
within a paiiicular Neighborhood. 

1.36 "Neighborhood Expenses" shall mean the portion of the costs and expenses incuned by the 
Association in co1111ection with the ownership, administration, management, maintenai1ce, repair, insurance and 
other activities for Neighborhood Common Areas. 

1.3 7 "Operations Fund" shall have the meai1ing given that tenn in Section 11.6. 

1.3 8 "Owner" means the Person, including Declarant, owning any Unit within the Property, but, except 
as otherwise provided below, does not include a tenant or holder of a leasehold interest or a Mortgagee or other 
Person holding only a security interest in a Unit. If a Unit is sold under a recorded real estate instalhnent sale 
contract, the pmchaser (rather than the seller) will be considered the Owner unless the contract specifically provides 
to the contrary.· If a Un:it is subject to a written lease with a term in excess of one year and the lease specifically so 
provides, then upon filing a copy of the lease with the Board, the lessee (rather than the fee owner) will be 
considered the Owner during the term of the lease for the purpose of exercising any lights related to such Unit under 
this Declai·ation. The rights, obligations and other status of being an Owner col1llllence upon acquisition of the 
ownership of a Unit and terminate upon disposition of such ownership, but tennination of ownership shall not 
discharge an Owner from its obligations incurred prior to termination. 

1.39 "Person" means a human being, a corporation, paiinership, limited liability c01npai1y, trustee or 
other legal entity. 

1.40 "Policies and Procedures" means those policies, procedures, rules and regulations adopted by the 
Association pmsuant to the authority granted in this Declai·ation, as the same may be amended from time to time. 

1.41 "Privately Owned Amenity" shall meai1 certain real property and any improvements and 
facilities thereon located within Ridge Water, which ai·e p1ivately owned and operated by Persons other than the 
Association for recreational and related pmposes, on a club membership basis or otherwise. The Privately Owned 
Amenities may include, but need not be limited to, recreational or social facilities. 

1.42 "Property" means that real property described on the attached Exhibit A and any Additional 
Prope1iy aimexed to this Declaration, and all existing and future Improvements located thereon, but excluding any 
property withdrawn from the provisions of this De?laration. 

1.43 "Public Areas" means any pmiion of the Common Areas made available for use on a general or 
conditional basis by members of the public in any conveyance thereof executed by Declarant, in any plat of the 
Prope1iy, in this Declai·ation or in any Supplemental Declai·ation. 
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1.44 "Recorded" means filed in the official records of Klamath County, Oregon. 

1.45 "Reserve Fund" shall have the meaning given that term in Section 11.7. 

1.46 "Restricted Areas'' means portions of the Common Areas to which the Owners have limited or 
no access and which are so designated in any conveyance thereof executed by Declarant, in any plat of the Property, 
D.1 this Declaration or any Supplemental Declaration, or by the Declarant or Board. 

1.47 "Special Assessments" shall have the meaning given that te1111 in Section l l.3(c). 

1.48 "Supplemental Declaration" means all il1strument recorded pursuant to Section 2.2 which 
subjects Additional Property to this Declaration, designates Neighborhoods, fil1d/or imposes, expressly or by 
reference, additional or different restrictions and obligations on the Additional Prope1iy described in such 
instrument. The tem1 shall also refer to an instrument recorded by Declaral1t to establish Voting Groups. 

1.49 "Turnover Meeting" means the meeting called by Declarant pursuant to Section 9.6(d) below, at 
which Declarant will tum over administr·ation responsibility for Ridge Water to the Association. 

1.50 "Unit" means a portion of the Property, whether improved or unin1proved, which may be 
independently owned and is intended for development, use and occupancy as an attached or detached residence. A 
Privately Owned Amenity is not a Unit for purposes of this 'Declal·ation. The term shall refer to the land, if any, 
which is palt of the Unit as well as any improvements thereon. In the case of a building within a condominium or 
other structure containing multiple dwellings, each dwelling shall be deemed to be a separate Unit. Prior to the 
recording of a subdivision plan, a parcel of vacant land, or land on which improvements are llllder construction, shall 
be deemed to contain the number of Units designated for residential use for such parcel by Declarant in a wiitten 
notice to the Board and in conformance with the Development Plan. 

1.51 "Voting Group" means a group of Owners who vote on a common slate for election of directors 
of the Board, as more particularly described :in Section 9.7. 

1.52 "Work" shall have the meaning given that tem1 in Section 8.4(a). 

Article 2 

AREAS SUBJECT TO TIDS DECLARATION 

2.1 Initial Development. The portion of the Property initially made subject to this Declaration is 
described in the attached Exhibit A and may, but need not, include Neighborhoods, Common Areas, Limited 
Common Areas, Neighborhood Common Areas, Public Areas, or Restr·icted Areas. 

2.2 Annexation of Additional Property. Declal·a11t may from time to time and in its sole discretion 
annex Additional Property to the Property. The allllexation of such Additional Property shall be accomplished as 
follows: 

(a) Declarant and, if applicable, the owner or owners of such real property, shall execute and 
Record a Supplemental Declaration that shall, among other thll1gs, describe the real property to be annexed, 
designate the Neighborhood that such addition creates or of which it is a part, if any, establish allY additional 
limitations, uses, restrictions, covenants and conditions that are intended to be applicable to such Additional 
Property, al1d declare that such real property is held and shall be held, conveyed, hypothecated, encumbered, used, 
leased, occupied and in1proved subject to this Declaration. 
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(b) The Additional Prope1iy described in any such Supplemental Declaration shall thereby 

become a part of the Property, shall be subject to this Declaration, and the Association shall have and shall accept 
and exercise administration of this Declaration with respect to such Additional Prope1iy. 

( c) Notwithstand:ing any provision apparently to the contrary, a Supplen1ental Declaration 
with respect to any Additional Property may: 

(i) modify or exclude any then existing restrictions and establish such new 
limitations, uses, restrictions, covenants and conditions with respect to such property as Declarant 
may deem to be appropriate for the development of the Additional Prope1ty; and 

(ii) with respect to existing land classifications, modify or exclude any then existing 
restrictions and establish additional or different limitations, uses, restrictions, covenants and 
conditions with respect to such prope1iy as Declarant may deem to b.e appropriate for the 
development of .such Additional Property. 

( d) There is no limitation on the number of Units which Declarant may create or annex to 
Ridge Water, except as may be established by a Governmental Authority or by any applicable agreement. Similarly, 
there is no limitation on the right of Declarant to annex Common Areas, except as may be established by a 
Governmental Authority. 

( e) Declarant does not agree to build any specific future Improvement, but does not choose 
to limit Declarant's right to add additional Improvements. 

(f) Nothing in this Declaration shall establish any duty or obligation on Declarant to annex 
any property to this Declaration, and no owner of property excluded from th.is Declaration shall have any right to 
have such property annexed to this Declaration or Ridge Water. 

(g) Upon annexation, the Owners of such additional Units shall be entitled to Association 
voting rights that are consistent with the voting rights of Own~rs of other portions of the Property. 

(h) The fonnula to be used for reallocating the Common Expenses, shall be as set forth in 
Section 11.4. 

2.3 Withdrawal of Property. Declarant may withdraw real property from the Property by an 
amendment to this Declaration executed by Declarant and Recorded. All voting rights otherwise allocated to Units 
being withdrawn shall be eliminated, and the Common Expenses shall be reallocated to the remaining Units as 
provided in Section 11.4. Such withdrawal may be accomplished without prior notice and without the consent of 
any Owner if such withdrawal (a) is of all or a portion of the Prope1iy initially subject to this Declaration or 
Additional Property annexed pursuant to a Supplemental Declaration at any time prior to the first sale of a Unit in 
the property initially subjected to this Declaration, or in the case of Additional Property, prior to the first sale of a 
Unit :in such property so annexed or (b) if the property to be withdrawn was originally included in enor or if the 
withdrawal is for the purpose of making minor adjustments to boundary lines which do not reduce the total number 
of Units. In addition, Declarant may withdraw any real prope1ty then owned by Declarant or any Common Areas if 
such withdrawal is a result of any changes in Declarant's plans for Ridge Water, provided that such withdrawal is 
approved by a majority of the voting rights in the Association. If a portion of the Property is withdrawn, all voting 
rights otherwise allocated to Units being withdrawn shall be eliminated, and the common expenses shall be 
reallocated as provided in Section 11.4 below. 

2.4 Annexations into Municipalities and Other Governmental Actions. Declarant reserves the 
right with respect to all or any portion of the Property then owned by Declarant, and from time to time, to petition 
for and obtain rezonings of such property; exchanges of properties; annexations to or incorporations within any 
boundary or jurisdiction of a Governmental Authority; inclusions within any urban growth area; amendments to the 
Development Plan; and such licenses, perm.its and approvals from any Governmental Authority as Declarant may 
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deem to be appropriate from time to time in connection with the then or anticipated use of such p01iion of the 
Property. 

2.5 Dedications. Declarant reserves the right to dedicate any portions of the Prope1iy then owned by 
Declarant to any Governmental Authority, quasi-governmental entity or entity qualifying under Section 50l(c)(3) of 
the Internal Revenue Code or similar provisions, from time to time, for such purposes as Declarant may deem to be 
appropriate, including, without limitation, for utility stations, equipment, fixtures and lines; streets and roads; 
sidewalks; trails; open space for habitat, wildlife, waterfowl, fish, vegetation, wetlands or other preservation 
purposes; recreational facilities; schools; fire, police, security, medical and similar services; and such other 
purposes as Declarant and such Governmental Authority or quasi-governmental entity shall determine to be 
appropriate from time to time. Any consideration received by Declarant as a result of such dedication, by reason of 
any condemnation or any conveyance in lieu of condenmation, shall belong solely to Declarant. 

Article 3 

NEIGHBORHOOD DESIGNATION AND LAND CLASSIFICATIONS 

3 .1 Creation of Neighborhoods. The Prope1iy may contain one or more Neighborhoods, each of 
which may contain areas that have connnon uses, have access to certain Neighborhood Common Areas, are treated 
similarly for assessment or voting purposes, or share other common characte1istics as determined by Declarant. 
Declarant reserves the right to designate which portions of the Property shall constitute a Neighborhood. 
Neighborhoods need not comprise the entirety of the Prope1iy, nor must all Units be part of a Neighborhood. A 
Neighborhood may be comprised of more than one housing type. Neighborhoods may include noncontiguous 
parcels of the Property. 

3 .2 Supplemental Declarations Declarant reserves the right to record against each of the 
Neighborhoods, as the same may be from time to time delineated in this Declaration or a Supplemental Declaration, 
or amendments thereto, additional covenants, conditions, restrictions, and reservations governing, expanding or 
confining the use of any such Neighborhood, reserving additional easements therein, and imposing Neighborhood 
Assessments upon the Owners of Units in such Neighborhood for the ongoing operation, maintenance, and repair of 
Neighborhood Common Areas. 

3.3 Neighborhood Associations The establislrnent of a Neighborhood may be accompanied by the 
formation of a Neighborhood Association. Neighborhood Associations shall be nonprofit corporations with 
memberships comprised of the Owners of the Units within such Neighborhoods. Declarant or, subject to 
Declarant's approval pursuant to Section 14.2, any other Owner of all of the prope1iy comprising a Neighborhood 
may elect to cause any such Neighborhood Association to be fanned for such purposes at any time after the 
Neighborhood Declaration is recorded and before any Units therein are conveyed to Owners. Following the 
Development Period, the Owners of Units within a Neighborhood, by majority vote and with the written consent of 
the Board, may elect to establish a Neighborhood Association. At the time a Neighborhood Association is fo11ned, 
or at any time thereafter, Declarant or the Board may delegate to the Neighborhood Association ce1iain of their 
respective rights and obligations with respect to the portion of the Property located within the Neighborhood and 
other Common Areas to which members of such Neighborhood have access. Such rights and duties may include, 
without limitation, the obligation to maintain Neighborhood Common Areas within the Neighborhood; establish and 
enforce policies and procedures; and hold title to and administer, manage, operate, and insure property and/or 
easements located within such Neighborhood. Certain obligations and rights with respect to matters affecting more 
than one Neighborhood may be delegated by Declarant or the Board to two or more of such Neighborhoods. 

3.4 Neighborhood Committees. With respect to any Neighborhood within Ridge Water that does not 
have a Neighborhood Association, the Board may appoint a Neighborhood Connnittee composed of three (3) to five 
(5) Owners of Units within such Neighborhood, which committee shall be responsible for recommending to the 
Board any Policies and Procedures pertaining to Neighborhood Common Areas, for decisions pertaining to the 
operation, use, maintenance, repair, replacement or improvement of such Neighborhood Common Areas, and for 
such other matters pertaining to the Neighborhood as the Board may elect to delegate to the Neighborhood 
Connniitee. 
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3 .5 Conversion of Units into Common Areas Declarant may elect to build common facilities on one 
or more Units and designate such Unit or Units as Common Areas by recording an amendment to this Declaration or 
by conveying such Units to the Association. 

3 .6 Conversion to Different Uses. Declarant reserves the right to withdraw portions of the Property 
from any Neighborhood and its related Supplemental Declaration and may also include the portion so withdrawn in 
a different Neighborhood pursuant to the provisions of a different Supplemental Declaration. Such withdrawal shall 
be accomplished by and effective upon recording an amendment to the applicable Supplemental Declaration(s). 

3. 7 Subdivisions. Declarant reserves the right to subdivide any Units then owned by Declarant from 
tin1e to time upon receiving all requil'ed approvals from any Governmental Autho1ity. In the event any two or more 
Units are so subdivided, they shall be deemed separate Units for the purposes of allocating Assessments under this 
Declaration. No other Owner of any Unit in the Property may subdivide any Unit without the prior written approval 
of the Declarant during the Development Period and thereafter by the Design Review Committee, which consent 
may be granted or denied at the sole discretion of the Declarant or Design Review Committee, as applicable. 

3.8 Consolidations Declarant reserves the right to consolidate any two or more Units then owned by 
Declarant upon receipt of any required approvals from any applicable Governmental Authority and recording any 
necessaiy amendment to this Declaration or the applicable Supplemental Declaration. No other Owner may 
consolidate any Units without the prior ·written approval of the Declarant during the Development Period and 
thereafter by the Design Review Committee, which may be granted or denied at the sole discretion of the Declarai1t 
or Design Review Committee, as applicable. An approved consolidation shall be effected by the Recording of a 
declaration stating that the affected Units are consolidated, which declaration shall be executed by the Owner(s) of 
the affected Units and by the president of the Association. Once so consolidated, the consolidated Unit may not 
thereafter be partitioned nor may the consolidation be revoked except as provided in Section 3. 7 above. Any Units 
consolidated pursuant to this section shall be considered one Unit thereafter for the purposes of this Declaration, 
including voting rights and allocation of assessments. 

3 .9 Condominium Conversions. Declarant reserves the right to convert any Units then owned by 
Declarant into a condominium or other f01m of ownership in any manner pennitted by Oregon law and to otherwise 
create and temlinate any condominium conta:inillg Units owned solely by Declarant and other Owners who consent 
thereto. 

3 .10 Land Classifications within Initial Development. The Initial Development contains those land 
classifications and Neighborhoods as set forth :in the attached Exhibit B. 

Article 4 

UNITS AND FEES 

4.1 Use and Occupancy. The Owner of a Unit in the Property shall be entitled to the exclusive use 
and benefit of such Unit, except as otherwise expressly provided in this Declai·ation, but the Unit shall be bound by 
and the Owner shall comply with the restrictions made applicable to such Unit by this Declaration, any 
Supplemental Declaration or any applicable Neighborhood Declaration. 

4.2 Easements Reserved by Declarant. In addition to any easements shown on recorded plats, 
Declarant hereby reserves or grants, as applicable, the following perpetual easements: 

(a) Adjacent Common Areas. The Owner of any Unit which adjoins any Common .Meas 
shall, if the Association elects from time to time to so requfre, pennit the Association to enter upon the Unit to 
perfonn the maintenance of such Common Areas. The Owner and occupant of each Unit shall be responsible for 
controlling such Owner's or occupant's pets so as to not hann or otherwise disturb persons pe1fo11ning such 
maintenai1ce on behalf of the Association. 
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(b) Utility Easements. Easements for the benefit of Declarant and/or the Association for 
installation and maintenance of utilities and drainage facilities are reserved over portions of ce1tain Units and 
Common Areas as shown on the Recorded plat or as otherwise reserved in any Recorded document. Within the 
easements, no structure, planting or other material shall be placed or pe1111itted to remain which may damage or 
interfere with the installation or maintenance of utilities, or which may change the direction of flow of drainage 
channels in the easements, or which may obstruct or retard the flow of water through drainage systems, or in 
drainage :h1filh·ation facilities. 

( c) Utility Inspection and Repairs. Each utility service provider and its agents or 
employees shall have authority to access all Units, but not Improvements constructed thereon, and the Common 
Areas, on which communication, power, gas, drainage, sewage or water facilities may be located for the purpose of 
installing, operating, maintaining, improving or constructing such facilities, reading meters, inspecting the condition 
of pipes and facilities, and completing repairs. The Owner of any such Unit will be given advance notice if possible. 
In the case of an emergency, as detennined solely by the utility service provider, no prior notice will be required. 

(d) Easements for Encroachments. Declarant grants reciprocal appurlenant easements of 
encroacbment, and for maintenance and use of any pennitted encroachment, between each Unit and any adjacent 
Common Areas and between adjacent Units due to the unintentional placement or settling or shifting of the 
Improvements constrncted, reconsh'llcted, or altered thereon (in accordance with the terms of this Declaration and 
the Design Guidelines) to a distance of not more than three feet, as measured from any point on the common 
boundaiy along a line perpendicular to such boundary. However, in no event shall ai1 easement for encroachment 
exist if such encroachment occuned due to willful and !mowing conduct on the pait of, or with the lmowledge and 
consent of, the Person claiming the benefit of such easement. 

( e) Easements for Maintenance, Emergency, and Enforcement. Decla.rant grants to the 
Association easements over the Property as necessaiy to enable the Association to fulfill its maintenance 
responsibilities. The Association shall also have the right, but not the obligation, to enter upon any Unit (:including 
any dwelling thereon) for emergency, security, and safety reasons, to perform maintenance and to enter any portion 
of the Unit other than the dwelling located thereon to inspect for the purpose of ensuring compliance with and 
enforce the Goveming Documents. Such right may be exercised by any member of the Boai·d, any duly authorized 
agents and assignees of the Association, or any member or duly authorized representative of the Design Review 
Committee and all emergency persomiel in the performance of their duties. Except in an emergency situation, entry 
shall only be during reasonable hours and after notice to the Owner. 

(f) Rights to Storm Water Runoff and Water Reclamation. Declarant reserves for itself, 
and its designees, all rights to ground water, surface water, and storm water runoff within the Property, and each 
Owner agrees, by acceptance of a deed to a Unit, that Declarant shall have all such rights. Such rights shall include 
an easement over the Property for access, and for installation and maintenance of facilities and equipment to capture 
and transport such water and rnuoff. 

(g) Future Easements. Declarant reserves the non-exclusive right and power to grant and 
record such specific easements as may be necessaiy, in the sole discretion of Declarant, in connection with the 
development of any of the Property. The location of any such easement shall be subject to the written approval of 
the Owner of the burdened property, which approval shall not unreasonably be withheld, delayed or conditioned. 

4.3 Transfer Fee. At the time of closing the sale of each Unit within the Properly, each seller of a 
Unit (excluding Declarant) shall be subject to a tr·ansfer fee (the "Transfer Fee") in the amount of one-half percent 
(0.50%) of the gross sales price of such Unit which shall be payable to the Ridge Water Community Enhancement 
Fund (the "Fund") or such other non-profit corporation as may be designated by Declarant prior to the Turnover 
Meeting for the purpose of creating and providing activities, services and programs for the common good of 
Ridge Water and smrnunding areas. The Trai1sfer Fee shall be paid out of escrow at closing. The Transfer Fee shall 
not apply to the initial sale by Declai·ant, but shall apply to all subsequent re-sales or transfers of each Unit within 
the Property except: (a) sales by a commercial builder following development of a Unit, (b) sales or transfers to a 
co-owner of the Unit, (c) sales or tr·ansfers to a fa1nily trust or parhlership controlled by the trausfen:ing Owner, (d) 

9 



'( 

transfer by gift, devise or inheritance, (e) transfers to an entity owned or controlled by the trnnsfen:ing Owner, (f) 
transfers to Declarant pursuant to au exchange agreement for a Unit, and (g) transfers to a institutional lender 
acquiring the Unit pursuant to foreclosme or deed in lieu of foreclosure; provided, however, that in each such case 
any non-exempt subsequent transfer shall be subject to the Transfer Fee. In the event that the RidgeWater 
Community Enhancement Fund shall ever cease to exist, the Transfer Fee shall be paid to a non-profit corporation 
designated by Declarant before the Turnover Meeting or by the Board after the Turnover Meeting. The Fund is not 
a third-party beneficiary hereof and shall have no rights of enforcement for payment of the Transfer Fee in any case. 

Article 5 
C01\1MON AREAS 

5 .1 Title to Common Areas. Except for the portions thereof dedicated to the public or any 
Governmental Authority, title to the Common .Meas (other than easements) shall be conveyed to and shall be 
accepted by the Association by Declarant AS IS, but free and clear of monetary liens (except for nondelinquent 
taxes and assessments) on or before the Turnover Meeting. 

5.2 Use of Common Areas. The Common Areas shall not be partitioned or otherwise divided into 
parcels for residential use, and no private structure of any type (except utility or similar facilities permitted by 
Declarant or the Association) shall be constructed on the Common Areas. Except as otherwise provided in this 
Declaration, the Common Areas shall be reserved for the use and enjoyment of all Ovroers and no private use may 
be made of the Common .Meas. No Owner shall place or cause to be placed on the Common Areas any trash, 
strncture, equipment, furniture, package or object of any kind. Nothing in this Declaration shall prevent the placing 
of a sign or signs upon the Common Areas by Declarant or the Association identifying the Property or any 
Neighborhood or identifying trails or identifying items of interest, including traffic and directional signs, provided 
such signs are approved by the Design Review Committee and comply with any applicable sign ordinances. The 
Board shall have authority to abate or enjoin any trespass or encroachment upon the Common Areas at any time, by 
any reasonable means and with or without having to bring legal proceedings. A Supplemental Declaration annexing 
Additional Property may provide that the Owners of such Additional Property do not have the right to use a 
particular Common Area or facility located on such Common Area, in which event the same shall automatically 
become Limited Connnon Areas assigned to the Units having access thereto as described in such Supplemental 
Declaration. 

5.3 Easements Retained bv Declarant. So long as Declaraut owns any Unit, Declarant shall retain 
an easement over, under and across the Common Areas to carry out management, sales and rental activities 
necessary or convenient for the sale or rental of Units, including, without limitation, advertising and ''For Sale" 
signs. Declarant, for itself and its successors and assigns, hereby retains a right and. easement of ingress and egress 
over, in, upon, under and across the Common Areas and the right to store materials thereon and to make such other 
use thereof as may be reasonably necessary or incident to the construction of the Improvements on the Property or 
other real property owned by Declarant or an Affiliate thereof; provided, however, that no such rights shall be 
exercised by Declarant in such a way as to unreasonably interfere with the occupancy, use, enjoyment or access to a 
Unit by the Owner thereof or such Owner's family, tenants, employees, guests or invitees. 

5 .4 Easement to Serve Other Property. Declarant reserves for itself and its duly authorized agents, 
successors, assigns, and mortgagees, and the developers of Improvements in all future phases of RidgeWater, a 
perpetual easement over the Common Areas for the purposes of enjoyment, use, access, and development of the 
property subject to the Development Plan, whether or not such property is made subject to this Declaration. This 
easement includes, but is not limited to, a right of ingress and egress over the Common Areas for construction, 
utilities, water and sanitary sewer lines, communication lines, drainage facilities, inigation systems, signs and 
ingress and egress for the benefit of other portions of Ridge Water and any Additional Property that becomes subject 
to this Declaration or any property in the vicinity of the Property or additional property that is then owned by 
Declarant or an Affiliate thereof. Declarant agrees that such users shall be responsible for any damage caused to the 
Common Areas as a result of their actions in connection with development of such property. If the easement is 
exercised for pern1anent use by such property and such property or any portion thereof benefiting from such 
easement is not made subject to this Declaration, Declarant, its successors or assigns shall enter into a reasonable 
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agreement with the Association to share the cost of any maintenance of such facilities. The allocation of costs in 
any such agreement shall be based on the relative extent of use of such facilities. 

5.5 Owners' Easements. Subject to provisions of this Article, and except for the Restiicted .Meas, 
every Owner and the Owner's tenants and guests shall have a right and easement in and to the Common Areas for 
the uses for which they are established, which easement shall be appurtenant to and shall pass with the title to every 
Unit. The use of Limited Common Areas, however, shall be limited to the Owners of the Units to which the Limited 
Cmmnon ATeas are assigned in this Declaration or any applicable Supplemental Declaration and their respective 
tenants, invitees and licensees. 

5 .6 Extent of Owners' Ritrhts. The rights and easements of enjoyment :in the Common Areas created 
hereby shall be subject to the following and all other provisions of this Declaration: 

(a) The Governing Documents; 

(b) Any restrictions or limitations contained in any deed or other instiument conveying such 
property to the Association; 

( c) Easements reserved to Declarant for itself and the Association for underground 
installation and maintenance of power, gas, electric, water and other utility and communication lines and services 
installed by or with the consent ofDeclarant or with the approval of the Board and any such easement shown on any 
plat of the Property and for construction, maintenance, repair and use of Common Areas and any Improvements 
thereon; 

( d) Easements granted by Declarant or the Association to Governmental Authorities or 
companies providing utility and communications services and to police, :fire and other public officials and to 
employees of utility companies and communications companies serving the Property; 

( e) The Board's right to: 

(i) adopt Policies and Procedures regulating use and enjoyment of the Common 
Areas, including rnles limiting the number of guests who may use the Common Areas; 

(ii) suspend the iight of an Owner to use recreational facilities within the Common 
Areas as provided in this Declaration; 

(iii) dedicate or transfer all or any part of the Common Areas, subject to such 
approval requirements as may be set forth in this Declaration; 

(iv) impose reasonable membership requirements and charge reasonable admission 
or other use fees for the use of any recreational or social facility situated upon the Common Areas; 

( v) pennit use of any recreational or social facilities situated on the Common Areas 
by persons other than Owners, their families, lessees, and guests with or without payment of use 
fees established by the Board; 

(vi) designate areas and facilities of Common Areas as Public Areas or Restricted 
Areas; and 

(vii) provide certain Owners the rights to the exclusive use of those portions of the 
Common Areas designated Limited Common Areas or Neighborhood Common Areas. 
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5. 7 Enjoyment of Owners' Rfo:hts. Any Owner may extend the Owner's right of use and enjoyment 
of the Common Areas to the members of the Owner's family, lessees, and social invitees, as applicable, subject to 
reasonable regulation by the Board. An Owner who leases the Owner's Unit shall be deemed to have assigned all 
such rights to the lessee of such Unit for the period of the lease. 

5. 8 Alienation of tlrn Common Areas. The Association may not encumber, sell or h·ansfer title to 
the Common Areas owned directly or indirectly by the Association for the benefit of the Owners unless such 
encumbrance, sale or transfer has been approved by at least eighty percent (80%) of the Class A voting rights and 
the Class B Member. Such approvals shall not be required for the granting of easements as otherwise permitted in 
this Declaration. 

5 .9 Public,- Recreational or Service Areas. Declarant, at the tin1e Declarant designates Common 
Areas or conveys Conunon Areas to the Association, or thereafter the Association, may designate certain pmtions of 
such Common Areas as Public Areas which may be used by members of the public on a free or on a fee-paying 
basis as set forth in such designation or conveyance or as determined by the Board. Such Public Areas may include, 
by way of example, trails and paths, recreational or certain ente1iainment areas. Owners shall be pennitted to use 
such Public Areas either on a free basis or for fees that are no higher than those charged to members of the public for 
an equivalent use or service, as determined solely by the Association. Any proceeds from such Public Areas shall be 
paid to the Association. 

5 .10 Open Space Areas. Any portion of the Property designated as open space on any plat or in this 
Declaration is reserved as open space which, except as otherwise shown on the Development Plan, shall be free of 
Improvements. 

5 .11 Restricted Areas. Declarant or the Association shall have the right from time to time to designate 
portions of the Common Areas that may not be entered or used by any of the Owners other than Declarant and the 
Association or such of their respective agents or representatives as may be reasonably required for their 
preservation, care, maintenance or renewal, to enforce these restrictions, or for such other limited purposes that are 
pennitted by Declarant or the Board. Restricted Areas may include environmentally or historically sensitive areas, 
riparian conidors, wetlands, and other areas Declarant or Board desire to preserve :in their natural state or otherwise 
preserve for the protection of wildlife, cultural sites, personal safety, security or other mutually beneficial purposes. 
The Restricted Areas may be removed, enlarged or reduced or other portions of the Property may be added to the 
Restricted Areas by Declarant or the Board from time to time to the extent reasonably necessary to achieve such 
purposes. 

5.12 Easements. Easements may be reserved as part of the Conunon Areas for signage and visual 
landscape features, or as otherwise provided in the Supplemental Declaration or other :instrument establishing the 
easement. Such easements are to be maintained by the Association and no changes in landscaping will be permitted 
without written authorization by the Design Review Committee. No building, wall, fence, paving, landscaping or 
consh·uction of any type shall be erected or maintained by any Owner so as to trespass or encroach upon easements 
included in the Common Areas. 

5.13 Limited Common Areas. 

(a) Purpose Certain portions of the Common Areas may be designated by Declarant or the 
.Association as Lin1ited Common Areas and reserved for the exclusive use or primary benefit of Owners and 
occupants of specified Units. By way of illustration and not limitation, Limited Collllilon Areas may include private 
access roads serving certain Units. All costs associated with maintenance, repair, replacement, and insurance of 
Limited Common Areas shall be allocated among the Owners of the Units to which the Limited Common Areas are 
assigned. 

(b) Initial Designation. Limited Conm1on .Areas may be designated as such in the 
instrument by which they are conveyed to the Association or in any Supplemental Declaration annexing Additional 
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Property to this Declaration, but any such assignment shall not preclude Declarant from later assigning use of the 
same Limited Conunon .Areas to additional Units. 

( c) Subsequent Assignments. Limited Conunon Areas may be converted to Common Areas 
and Limited Conm1011 A.teas may be reassigned upon (i) approval by the Board and (ii) the vote of two-thirds of the 
voth1g rights of Units to whom any of such Limited Cmmnon Areas are then assigned. Any such conversion or 
reassignment shall also require Declarant's written consent if made during the Development Period. 

( d) Use by Others. Upon approval of a majority of the voting rights of Owners of Units to 
which any Limited Common Area is assigned, the Association may pennit other Owners to use all or a portion of 
such Limited Common Area upon payment of reasonable user fees, which fees shall be used to offset the expenses 
attributable to such Limited Connnon Area. 

5.14 Neighborhood Common Areas. 

(a) Purpose. Certain portions of the Common Areas may be designated by Declarant or the 
Association as Neighborhood Conunon Areas and reserved for the exclusive use or primary benefit of Owners and 
occupants within a particular Neighborhood or Neighborhoods. By way of illustration and not limitation, 
Neighborhood Common Areas may include entry features, recreational facilities, landscaped medians and 
cul-de-sacs, lakes, community gardens or open space. All costs associated with maintenance, repair, replacement, 
and insurance of Neighborhood Common Areas shall be a Neighborhood Expense allocated among the Owners in 
the Neighborhood(s) to which the Neighborhood Common Areas are assigned. 

(b) Initial Designation. Any Neighborhood Common Areas shall be designated as such in 
the instrument by which they are conveyed to the Association or in any applicable Supplemental Declaration but any 
such assigmnent shall not preclude Declarant from later assigning use of the same Neighborhood Common Areas to 
additional Neighborhoods. 

( c) Subsequent Assignments. A portion of the Common Areas may be assigned as 
Neighborhood Common Areas and Neighborhood Common Areas may be reassigned upon (i) approval by the 
Board, (ii) the vote of a majority of the votes in the Neighborhood or Neighborhoods in which such Common Areas 
are and will be located, if any, and (iii) for reassignments of Neighborhood Common Areas or conversion of 
Neighborhood Common Areas to Common .Meas, the vote of two-thirds of the voting rights of Units to whom any 
of such Neighborhood Common Areas are then assigned. Any such assignment or reassignment shall also require 
Declarant' s written consent if made during the Development Period. 

( d) Use by Others. Upon approval of a majority of the voting rights of Owners of Units 
within the Neighborhood to which any Neighborhood Common Areas is assigned, the Association may permit 
Owners of Units in other Neighborhoods to use all or a portion of such Neighborhood Common Areas upon 
payment of reasonable user fees, which fees shall be used to offset the Neighborhood Expenses attributable to such 
Neighborhood Connnon Areas. 

5 .15 Easement for Lot 106. Lot 106 shall be entitled to an easement over all Common .Area roadways 
(including gate access) for ingress and egress access to and from such lot for purposes of operating, maintaining, 
repairing and replacing a water reservoir and utility and telecommunications center on such lot. 

Article 6 

PRIVATELY OWNED AMENITIES 

6.1 General. Portions of Ridge Water may be a Privately Owned .Amenity that is privately owned and 
used by their respective owners for commercial or other purposes, such as, without limitation, restaurants, sports or 
recreational facilities, and private clubs. Neither membership in the Association nor any Neighborhood Association 
nor ownership or occupancy of a Unit shall confer any ownership interest in or right to use any Privately Owned 
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Amenity. Rights to use the Privately Owned Amenities will be granted only to such Persons, and on such terms and 
conditions, as may be determined from time to time by the respective ovmers of the Privately Owned Amenities. 
The owners of the Privately Owned Amenities shall have the right, from time to time in their sole and absolute 
discretion and without notice, to amend or waive the terms and conditions of use of their respective Privately Owned 
Amenities, including, without limitation, eligibility for and duration of use rights, categories of use, and extent of 
use privileges, and number of users, and shall also have the right to reserve use rights and to termhrnte use rights 
altogether, subject to the terms of any written agreements with their respective members. 

6.2 Rights of Access and P:uldng. There is hereby granted for the benefit of each Privately Owned 
Amenity and their members (regardless of whether such members are Owners hereunder), guests, invitees, 
employees, agents, contractors, and designees, a right and nonexclusive easement of access and use over all 
roadways located withll1 the Prope1iy reasonably necessary to travel between the entrance to the Property and the 
Privately Owned Amenity and over those portions of the Property (whether Common Areas or otherwise) 
reasonably necessaiy to the operation, maintenance, repair, and replacement of the Privately o,vned Amenity. The 
Association may not impose any restrictions, limitations or requirements for entiy into the Privately Owned 
Amenity which are not imposed and enforced against all Owners and invitees. If vehicle passes are issued to 
Association's Members, they must be available to the Owner of the Privately Owned Amenity and its invitees on the 
san1e terms as they are made available to Association's Members. 

6.3 Design Control. Declarant, the Association, any Neighborhood Association, or any Design 
Review Committee, shall not approve ai1y construction, addition, alteration, change, or installation on or to any 
portion of the Property which is adjacent to, or otherwise in the direct line of sight of, any Privately Owned Amenity 
without (i) giving the Owner of the Privately Owned Amenity at least fifteen (15) days prior written notice of its 
intent to approve the saine, together with copies of the request ai1d all other documents and information finally 
submitted in such regard and (ii) receiving approval from the Owner of the Privately Owned Amenity. The O\vner 
of the Privately Owned Amenity shall then have fifteen (15) days to respond in vvriting approving or disapproving 
the proposa~ stating in detail the reasons for any disapproval. The failure of the Owner of the Privately Owned 
Amenity to respond to the notice within the fifteen (15) day period shall constitute a waiver of such Owner's right to 
object to the matter. This section shall also apply to any work on the Common Area or any Neighborhood Common 
Area, but shall not apply to any construction, addition, alteration, change or installation by Declai·ant. Thls section 
may not be amended in a manner which would adversely affect the rights of the Owner of any Privately Owned 
Amenity without such Owner's written consent. 

6.4 Limitation on Amendments. In recognition of the fact that the provisions of this Article ai·e for 
the benefit of the Privately Owned Amenities, no amendment to thls Article, and no amendment in derogation of any 
other provisions of this Declaration benefiting any Privately Owned Amenity, may be made without the written 
approval of the affected Privately Owned Amenity. The foregoing shall not apply, however, to an1endments made 
by Declarant in exercising any rights reserved under this Declaration. 

6.5 Ownership and Operation of Privately Owned Amenities. All Persons, including all Owners, 
are hereby advised that no representations or wananties have been or ai·e made by Declarant or any other Person 
with regard to the continuing existence, ownership or operation of any Privately Owned Amenity, and no purpmted 
representation or wananty in such regard, either written or oral, shall ever be effective without an amendment to this 
Declaration executed or joined into by Declarant. Further, the ownership and/or operation of any Privately Owned 
Amenity, if any, may change at any thne and from time to time by virtue of, but without limitation, (a) the sale to or 
assumption of operations of the Privately Owned Amenity by an independent entity or entities; (b) the creation or 
conversion of the ownership and/or operating stJ.ucture of the Privately Owned Amenity to an "equity" club or 
similar arrangement whereby the Privately Owned Amenity or the rights to operate it are transfened to an entity 
which is owned or controlled by its members; or (c) the transfer of ownership or control of the Privately Owned 
Amenity to one or more affiliates, shareholders, employees, or independent contractors ofDeclarant. Declarant may 
cause any Privately Owned Amenity to initially be public or private, to convert any public Privately Owned 
Amenity to a private Privately Owned Amenity available to specified members only, and to convert any private 
Privately Owned Amenity to a public Privately Owned Amenity with the approval of the requisite number of the 
Privately Owned Amenity members pursuant to the Governing Documents for the Privately Owned Amenity. No 
consent of the Association or any Owner shall be required to effectuate such ti·ai1sfer or conversion. 

14 



·~ 

f ( 

( 

6.6 Additional Restrictions. Declarant hereby reserves for itself and grants for the benefit of any 
Owner of any Privately Owned Amenity the easements set forth in this Aliicle. Declarant reserves the right to 
impose such additional restrictions relating to such easements as may from time to time reasonably be required to 
effectuate the purposes of such easements. 

6. 7 Liquor Sales. A Privately Owned Alnenity may be used for the sale of liquor to be consumed on-
site and/or off-site. In addition, special event liquor licenses and other pe1111its may be obtained for activities withln 
the Prope1iy from time to time. Special event liquor licenses for events held within Common Area or for events 
which utilize Common Axea are subject to the approval of the Board; the Board shall have sole and absolute 
discretion to dete11nine whether to grant approval of any request. By acceptance of a deed to a Unit, each Owner 
agrees not to contest any application for a liquor license to be used for the sale of liquor within a Privately Owned 
Amenity and not to object to any special event liquor licenses applied for or issued from time to time. 

6. 8 Jurisdiction and Cooperation. It is Declarant's intention that the Association and any owner of 
a Privately Owned Amenity shall cooperate to the maximum extent possible in the operation of the Property. The 
Association shall have no power to promulgate rules and regulations that would materially and adversely affect the 
typical social or other activities on or use of any P1ivately Owned Amenity. 

6.9 Appearance of Privately Owned Amenities. Each Owner aclmow1edges and agrees that neither 
any Owner nor the Association shall have any right to compel any Privately Owned Amenity owner to maintain. the 
Privately Owned Amenity or any improvements thereon to any paiiicular standai·d of cai·e and that the appearance of 
the Privately Owned Amenity and improvements thereon shall be detennined in the sole discretion of the respective 
owner of the Privately Owned Amenity. 

Article 7 

USE RESTRICTIONS 

7.1 Structures Permitted. No structures shall be erected or permitted to remain on any Unit except 
structures containing residential dwellings and structures normally accessory thereto as approved by the Design 
Review Connnittee. Each dwelling shall contain a min.imum squai·e footage as set fmih in this Declaration or in the 
Supplemental Declaration subjecting the Unit to this Declai·ation. Each dwelling within the Initial Development 
shall contain not less than 1, 800 squai·e feet, excluding any gai·age, pursuant to standards adopted by the Design 
Review Committee. 

7.2 Residential Use. Units shall only be used for residential purposes. Except with the consent of the 
Boai·d, no tr·ade, craft, business, profession, commercial or similai· activity of ai1y kind shall be conducted on any 
Unit, nor shall any goods, equipment, vehicles, materials or supplies used in connection with any trade, service or 
business be kept or stored on any Unit. The mere pal'king on a Unit of a vehicle beai-ing the name of a business shall 
not, in itself, constitute a violation of this provision. Nothing in this paragraph shall be deemed to prohibit 
(a) activities relating to the rental or sale of Units, (b) the right of Declarant or any contractor or home builder to 
construct Improvements on any Unit, to store construction materials and equipment on such Units in the nomml 
course of constmction, and to use Units as sales or rental offices or model homes or apai·tments for purposes of sales 
or rental in Ridge Water, and (c) the right of the Owner of a Unit to maintain his or her professional personal libraiy, 
keep his personal business or professional records or accounts, handle his or her personal business or professional 
telephone calls or confer with business or professional associates, clients or customers, in his or her Unit by 
appointment only. The Board shall not approve commercial activities otherwise prohibited by this paragraph unless 
the Board determines that only normal residential activities would be observable outside of the Unit (which 
activities may be specified in Policies and Procedures adopted by the Board) and that the activities would not be in 
violation_~f applicable governmental ordinances. 

7.3 Offensive or Unlawful Activities. No noxious or offensive activities shall be can-ied on upon any 
Unit, nor shall anything be done or placed on any Unit that interferes with or jeopardizes the enjoyment of other 
Units or the Common Areas, or that is a source of aimoyance to residents. Occupants shall use extreme care about 
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creating disturbances, making noises or using musical :instruments, radios, televisions, amplifiers and audio 
equipment that may dishlrb other occupants of Units. No unlawful use shall be made of a Unit nor any part thereof, 
and all valid laws, zoning ordinances and regulations of all governmental bodies having jurisdiction thereof shall be 
observed. Owners and other occupants shall not engage in any abusive or harassing behavior, either verbal or 
physical, or any fmm of intimidation or aggression directed at other Owners, occupants, guests, or invitees, or 
directed at the managing agent, its agents or employees, or vendors. 

7.4 Animals. Except as provided in any Supplemental Declaration, no animals of any kind shall be 
raised, bred or kept in or upon any Unit, except dogs, cats and such other household pets as may be approved by the 
Board, and then only provided they are not kept, bred or maintained for any commercial purposes or in unreasonable 
numbers and provided they are not proillbited by any Neighborhood Declaration or Supplemental Declaration 
annexing Additional Property to the Property. The Association may adopt reasonable Policies and Procedures 
designed to minimize damage and disturbance to other Owners and occupants, :including regulations requiring 
damage deposits, waste removal, leash controls, noise controls, occupancy limits based on size and facilities of the 
Unit and fair share use of the Common Areas. Nothing in tills provision shall prevent the Association from 
requiring removal of any animal that presents an actual threat to health or safety of residents or from requiring 
abatement of any nuisance or lmreasonable source of annoyance. 

7.5 Rental of Units. Unless an Owner is prohibited from leasing or renting his or her Unit by the 
terms of another document, an Owner shall be entitled to rent or lease bis or her unit if: (i) there is a written rental or 
lease agreement specifying that the tenant shall be subject to all provisions of the Governing Documents and a 
failure to comply with any provision of the Governing Documents shall constitute a default under the agreement; (ii) 
the period of the rental or lease is not less that one-hundred eighty (180) days; (iii) the Owner gives notice of the 
tenancy to the Board and has otherwise complied with the terms of the Governing Documents; (iv) the Owner gives 
each tenant a copy of the Goveniing Documents; and (v) the Unit is rented to not more than one (1) family at any 
time. Upon satisfaction of the foregoing conditions, all rights to the use and enjoyment of the Common Area shall 
be exercised by the tenant rather than by the Owner of the leased or rented Unit; however, the Owner shall not be 
relieved of the obligations and duties imposed by tills Declaration. No Owner may lease or rent an unimproved 
Unit. 

7.6 Maintenance of Structures. Each Owner shall maintain the Owner's Unit and Improvements 
thereon in a clean and ath·active condition, in good reparr and in such fashion as not to create a fire or other hazard. 
Such maintenance shall include, wit11out limitation, exterior painting or staining, repair, replacement and care for 
roofs, gutters, downspouts, exterior building surfaces, walks, lights, privacy screening, and other exterior 
Improvements and glass surfaces. All repainting or restaining, any change in type of roof or roof color and any 
exterior remodeling or changes shall be subject to prior review and approval by the Design Review Committee. 
Damage caused by fire, flood, stonn, earthqualce, riot, vandalism, or other causes shall likewise be the responsibility 
of each Owner and shall be restored within a reasonable period of time. Any change in appearance must first be 
approved by the Design Review Committee. 

7. 7 Maintenance of Landscape. Each Owner shall keep all sidewalks, shrubs, trees, grass and 
plantings of every kind on the Owner's Unit neatly trimmed, properly cultivated and free of trash, weeds and other 
unsightly material. 

7.8 Prohibited Vehicles. No mobile home, recreational vehicle (including campers), snowmobiles, 
all tenain vehicles, dirt bikes and other vehicles designed primarily for off-road use, commercial vehicles, any 
vehicles exceeding 9,000 pounds in gross veillcle weight, any trailer of any kind, any truck with a rated load 
capacity greater than one ton, or any boat, shall be kept, placed, maintained or parked for more than 24 hams or such 
other period as may be pennitted pursuant to the Association Policies and Procedures on any Unit or Common Area 
except in enclosed garages approved by the Design Review Committee, areas designated by the Board, or screened 
from view in a manner approved by the Design Review Committee. No motor vehicle of any type may be 
constructed, reconstmcted or repaired in such a manner as will be visible from neighboring property, nor may any 
such vehicle be occupied for residential purposes while located within Ridge Water. No stripped down, partially 
wrecked, inoperative or junk motor vehicle, or sizeable part thereof, shall be pennitted to be parked on any Unit or 
Common Area. Except to the extent specifically authorized in the Policies and Procedures, off"road vehicles may 
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not be operated within the Property. The Association Policies and Procedures may restrict the amount of noise 
vehicles may generate. 

7.9 Parldng and Street Obstructions. Park:iJ.lg of vehicles of any type whatsoever on any pmiion of 
the streets or trails within the Property shall not be pennitted. No Owner shall do anything which will in any 
manner prevent the streets within the Property from at all times being free and clear of all obstructions and in a safe 
condition for vehicular use. As long as applicable ordinances and lavi'S are observed, any vehicle \•vhich is in 
violation of this Declaration may be removed. 

7 .10 Grades, Slopes and Draina£"e. Each Owner shall accept the burden of, and shall not in any 
manner alter, modify or h1terfere with, the established drainage pattem and grades, slopes and courses related thereto 
over any Unit or Common Area without the express written pennission of the Design Review Committee, and then 
only to the extent and h1 the manner specifically approved. Except with the e:x_')Jress written pennission of the 
Design Review Committee, no stmcture, plantings or other materials shall be placed or pennitted to remah1 on or 
within any grades, slopes, or courses, nor shall any other activities be undertaken that may damage or :iJ.1terfere with 
established slope ratios, create erosion or sliding problems, or change the direction of or obshuct or retard the flow 
of water through drainage and infilh·ation systems. 

7.11 Subsurface Sewage Disposal Systems and Wells. Owners are required to hook into cmmnunity 
water and sewer systems. No septic tanks or private \Vells shall be installed on any Unit, except for temporary 
systems utilized by Declarant or a builder, with Declarant's approval, during the Development Period. 

7.12 Signage. 

(a) General Prohibition; Exceptions. No sign or billboard of any kind (:iilcluding, but not 
limited to, commercial or political signs to the extent such prohibition is permitted by law) shall be displayed on any 
Unit to public view, except for: 

(i) h·affic and directional signs established by Declarant or the Board; 

(ii) signs that are required for legal proceedings; 

(iii) a Unit identification marker displaying the sh·eet address and inserts for a "for 
sale" sign and, during the time of conshuction of any Improvement, one job identification sign, 
the size, color and design of which shall be detennilled by the Design Review Committee; and 

(iv) signs, billboards or other advertising devices or structures used by Declarant or 
any builder authorized by Declarant in connection with the development, marketing, advertising, 
sale or rental of any interest in a Unit or other portion of the Prope1iy. 

(b) Design Review Committee Regulation. The size, design and placement of the Unit 
identification marker shall be h1 accordance with the Design Guidelines established by the Design Review 
Committee. Except as provided in Section 7.12(a)(iv), signs shall be prohibited anywhere within the Unit that 
would be visible from outside the Unit. 

7.13 Outside Storage. Storage areas, materials, machh1ery and equipment shall be prohibited upon 
any Unit, unless obscured from view of neighboring property and sh·eets by an appropriate screen or enclosure 
approved by the Design Review Committee. Tarps and covers shall be prohibited except as otherwise provided in 
the Policies and Procedures and the Design Guidelines. Trash cans and other moveable rnbbish containers shall be 
allowed to be visible from the sh·eet or adjacent Unit within the Prope1iy only during the days on which rubbish is 
collected and after 8 p.m. of the preced:iJ.1g evenillg. 
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7 .14 Completion of Construction. The construction of any building on any Unit, including painting 
and 1111 exterior fmish, shall be completed with.in twelve (12) months from the begi:tming of construction so as to 
present a finished appearance when viewed from any angle and the Unit shall not be occupied until so completed. In 
the event of undue hardship due to weather conditions or other causes beyond the reasonable control of the Owner, 
this ti.nm period may be extended for a reasonable length of time upon written approval from the Design Review 
Committee. The building area shall be kept reasonably clean and in worlananlike order during the constmction 
period. All unimproved Units shall be kept :hi a neat and orderly condition, free of brush, vines, weeds and other 
debris, and grass thereon shall be cut or mowed at sufficient intervals to prevent creation of a nuisance or fire hazard 
and to be in compliance with forest fuels management and fire prevention practices required by the Association or 
the applicable Govemmental Authority. 

7.15 Fences and Walls. All walls and screens within the Property must conform to the requirements 
contained in the Design Guidelines. No perimeter fencing of a Unit will be permitted. 

7.16 Landscape. Landscaping plans for each Unit shall be submitted to the Design Review Committee 
and shall be in compliance with sod and planting limitations and tree preservation guidelines as may be established 
by such Committee or the Association from time to time. Such landscaping must be completed within nine 
(9) months from the date occupancy of the Unit constructed thereon is approved by the applicable Governmental 
Authmity. In the event of undue hardship due to weather conditions, this provision may be extended for a 
reasonable length of time upon written approval of the Design Review Committee. 

7.17 Temporary Structures. No structme of a temporary character, trailer, tent, shack, garage, bam or 
other outbuildings nor any uncompleted building shall be used on any Unit at any time as a residence either 
temporarily or permanently. 

7 .18 Antennas and Satellite Dishes Over-the-air reception devices are not permitted within the 
Property except standard TV antennas and satellite dishes are pennitted so long as they comply with the Design 
Guidelines and any other applicable restrictions adopted by Declarant, the Design Review Committee, the Boai·d, or 
the Association, pertaining to the size, means, method and location of their installation. 

7 .19 Limitations on Open Fires. No incinerators or other open fires shall be kept or maintained on any 
Unit; provided, however, that the foregoing restrictions shall not apply to outdoor facilities such as propane or 
natural gas grills, portable barbeque units, gas-burning fire pits or to burning in connection with certain consh-uction 
ai1d other activities as permitted by the Design Guidelines or the Association Policies and Procedures. 

7 .20 Recreational Equipment. Playground, athletic or recreational equipment or structures, including 
without limitation, basketball backboards, hoops and related supporting strnctures, are permitted so long as they 
comply with the Design Guidelines and any other applicable restrictions adopted by the Design Review Committee 
or the Association. No such equipment shall be placed, installed or utilized on any Unit within Ridge Water except 
as permitted in accordance with this Section 7.20. 

7.21 Pest and Weed Control. No Owner shall permit any thing or condition to exist upon any Unit 
which shall induce, breed or harbor infectious plant diseases or noxious insects or vennin. Each owner shall control 
noxious weeds on the Owner's unit and shall comply with the noxious weed plan for Ridge Water as submitted to the 
Klamath County Weed Master and as required by the Klamath County Weed Conh·ol Enforcement Ordinance. 

7.22 Exterior Liehting. All exterior lighting shall be subject to approval of the Design Review 
Committee. Seasonal holiday lighting and decorations ai·e permissible if consistent with any applicable Policies and 
Procedures and if removed within thirty (30) days after the celebrated holiday. The Design Review Committee may 
regulate the shielding or hours of use of lighting in order to reduce annoyance to neighboring properties. 

7.23 Fire Sprinlders. Any shucture exceeding 6,200 square feet within Units intended for use and 
occupancy as an attached or detached residence must have automatic fire sprinkler systems installed, tested and 
maintained in accordance with codes and standai·ds of the applicable Governmental Authority. 
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7.24 Paths and Trails. No Owner, other than Declarant or the Association, may create any paths or 
trails within the Property without the prior written approval of the Design Review Committee. 

7 .25 Drainage. Design and construction of drainage facilities for each Unit shall confmm to the 
requirements of the Design Guidelines. The Design Guidelines generally require disposal of st01mwater by 
infiltJ.·ation and/or dispersion on each Unit. 

7 .26 Landscape Irrigation. Design, construction and operation of landscape inigation systems shall 
conform to the requirements of the Design Guidelines and the water utility serving the Property. The irrigation 
system and contJ.·ols installed on each Unit shall be capable of meeting, and be operated to meet, the inigation 
efficiency and water conservation goals of the water utility. 

7 .27 Solid Waste. No part of the Property shall be used as a dumping ground for n·ash or rubbish of 
any kind, and no rubbish, refuse or garbage shall be allowed to accumulate. Disposal of solid waste, including 
normal household waste, yard waste and household hazardous waste from each Unit, shall confonn to the 
requirements and procedures set forth by the Association. Should any Owner or occupant responsible for its 
generation fail to remove any trash, rubbish, garbage, yard rakings or any other such materials from any stJ.·eets or 
the Property where deposited by such Person within ten (10) days following the date on which notice is mailed to 
the Owner or occupant by the Board of Directors, the Association may have such materials removed and charge the 
expense of such removal to the Owner. 

7.28 Association Policies and Procedures. In addition to the restrictions in this Declaration, the 
Association from time to time may adopt, modify or revoke such Policies and Procedures governing the conduct of 
Persons and the operation and use of Units and the Common Areas as it may deem necessary or appropriate to 
insme the peaceful and orderly use and enjoyment of the Property. A copy of the Policies and Procedures, upon 
adoption, and a copy of each amendment, modification or revocation thereof, shall be furnished by the Board to each 
Owner and shall be binding upon all Owners and occupants of all Units. The method of adoption of such Policies 
and Procedures shall be as provided in the Bylaws. 

7.29 Application to Additional Property. The Supplemental Declaration subjecting Additional 
Property to this Declaration may establish additional or different restrictions governing the use of such Additional 
Property. 

7 .30 Right to Approve Changes in the Standards Within the Community. No amendment to or 
modification of any use restrictions contained in this Declaration or any Supplemental Declaration shall be effective 
without the prior notice to and the written consent of Declarant so long as Declarant owns property subject to this 
Declaration or prior to the expiration of the Development Period. 

Article 8 

DESIGN REVIEW COMMITTEE 

8.1 Design Review Requirements. Except for Units owned by Declarant, no Improvement shall be 
commenced, erected, placed or altered on any Unit until the construction plans and specifications showing the 
nature, shape, heights, materials, colors and proposed location of the Improvement have been submitted to and 
approved in writing by the Design Review Cmmnittee. It is the intent and purpose of this Declaration to assure 
quality of workmanship and materials and to assure harmony of external design with the then existing Improvements 
and as to location with respect to topography and finished grade elevations. The procedure and specific 
requirements for review and approval of conshuction shall be set fmih in Design Guidelines adopted from time to 
time by the Design Review Committee. 

8.2 Membership: Appointment and Removal. The Design Review Committee shall consist of as 
many persons, but not less than three, as Declarant may from time to time appoint. Declarant may remove any 
member of the Design Review Committee at its discretion at any time and may appoint new or additional members 
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at any time. The members of the Design Review Committee need not be Owners or representatives of Owners, and 
may, but need not, include architects, engineers, or similar professionals, whose compensation, if any, shall be 
established from time to time by the Board. The Design Review Committee may be broken into or may form 
subcommittees to preside over particular areas of review (e.g., a new construction subcommittee and a modifications 
subcommittee). Any reference in this Declaration to the Design Review Committee should be deemed to include a 
reference to any such subcommittee. The Association shall keep on file at its principal office a list of the names and 
addresses of the members of the Design Review Conunittee. Declarant may at any time, and shall when Declarant 
no longer owns any property within the Property or which may be amrnxed to the Property, delegate to the Board the 
right to appoint or remove members of the Design Review Committee. In such event, or in the event Declarant fails 
to appoint a Design Review Committee, the Board shall assume responsibility for appointment and removal of 
members of the Design Review Committee, or if it fails to do so, the Board shall serve as the Design Review 
Committee. 

8.3 Design Guidelines. 

(a) Adoption of Design Guidelines. Declarant or the Design Review Committee shall 
prepare Design Guidelines, which may contain general provisions applicable to all of the Property as well as specific 
provisions which vary from Neighborhood to Neighborhood or any portions of a Neighborhood or Neighborhoods 
or types of use or Improvements. The Design Guidelines may establish building envelopes for each Unit and will 
require compliance with forest fuels management and fire prevention practices required by the applicable 
Governmental Authority. The Design Guidelines are not the exclusive basis for decisions of the Design Review 
Committee and compliance with the Design Guidelines does not guarantee approval of any application. 

(b) Publication of Design Guidelines. The Design Review Committee shall make the 
Design Guidelines available to Owners who seek to engage in development or construction within the Property. In 
Declarant's discretion, the Design Guidelines may be recorded, in which event the recorded version, as it may be 
amended from time to time, shall control in the event of any dispute as to which version of the Design Guidelines 
was in effect at any particular time. 

( c) Amendment of Design Guidelines. Declarant shall have sole and full authority to 
amend the Design Guidelines during the Development Period notwithstanding a delegation of reviewing authority to 
the Design Review Committee unless Declarant also delegates the power to amend to the Design Review 
Committee. Upon termination or delegation of Declarant's right to amend, the Design Review Committee shall 
have the authority to amend the Design Guidelines with the consent of the Board. Any amendments to the Design 
Guidelines shall be prospective only and shall not apply to require modifications to or removal of structures 
previously approved once the approved construction or modification has commenced. There shall be no limitation 
on the scope of amendments to the Design Guidelines, and such amendments may remove requirements previously 
imposed or otherwise make the Design Guidelines less restrictive. 

8.4 Approval Procedures. 

(a) Avolications. Except as otherwise stated in this Article, Owners desiring to construct, 
alter, repair or replace any Improvements shall apply for an approval therefor from the Design Review Committee. 
Such application shall include plans and specifications showing site layout, stmctural design, exterior elevations, 
exterior materials and colors, landscaping, drainage, exterior lighting, inigation, and other features of proposed 
construction (the "Work"), as applicable. The Design Guidelines or the Design Review Committee may require the 
submission of such additional infonnation as may be reasonably necessary to consider any application. 

(b) Committee Discretion. The Design Review Committee may, at its sole discretion, 
withhold consent to any proposed Work if the Design Review Committee finds the proposed Work would be 
inappropriate for the particular Unit or incompatible with the Design Guidelines. In reviewing each submission, the 
Design Review Committee may consider any factors it deems relevant, including, without limitation, hannony of 
external design with sun-ounding st:iuctures and environment. Decisions may be based on purely aesthetic 
considerations. Each Owner acknowledges that detenninations as to such matters are purely subjective and opinions 
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may vary as to the desirability and/or attractiveness of particular improvements. Considerations such as siting, 
shape, size, color, design, height, solar access, impairment of the view from other Units within Property or other 
effect on the enjoyment of other Common Areas, distmbance of existing terrain and vegetation, wildlife protection 
and any other factors which the Design Review Conunittee reasonably believes to be relevant, may be taken into 
account by the Design Review Conm1ittee in determining whether or not to consent to any proposed Work. In the 
case of any Unit adjo:hiing, adjacent to or otherwise in a direct line of sight of any Privately Owned Amenity, the 
Design Review Committee shall forward the plans and specifications for the proposed Work to the Owner of the 
Privately Owned Amenity for review and approval in accordance with Section 6.3 of this Declaration. 

( c) Committee Decision. The Design Review Cmmuittee shall render its decision with 
respect to the construction proposal within thirty (30) working days after it has received all materials required by it 
with respect to the application. The response may (i) approve the application, with or without conditions; 
(ii) approve a pmtion of the application and disapprove other pmtions; or (iii) disapprove the application. The 
Design Review Committee may, but shall not be obligated to, specify the reasons for any objections and/or offer 
suggestions for curing any objections. Notice shall be deemed to have been given at the time the envelope 
containing the response is deposited with the U.S. Postal Service. Personal delivery of such written notice shall, 
however, be sufficient and shall be deemed to have been given at the time of delivery to the applicant. In the event 
the Design Review Conunittee fails to render its approval or disapproval within fmiy-five (45) working days after 
the Design Review Committee has received all materials required by it with respect to the proposal, or if no written 
notice of noncompliance has been given to the Owner within two (2) years after the completion thereof is readily 
apparent, approval will not be required and the related provisions of this Declaration shall be deemed to have been 
fully complied with; provided that the Owner must fast issue a written notice to the Design Review Committee of 
the Owner's intent to proceed without such approval and no response from the Design Review Conunittee is 
forthcoming within ten (10) days after such notice is given. 

( d) Majority Action. Except as otherwise provided in this Declaration, a majority of the 
members of the Design Review Committee shall have the power to act on behalf of the Design Review Committee, 
without the necessity of a meeting and without the necessity of consulting the remaining members of the Design 
Review Committee. The Design Review Committee may render its decision only by written instmment setting fmth 
the action taken by the consenting members. 

( e) Design Review Committee Fees; Assistance. The Design Review Committee may 
establish and charge reasonable fees for review of applications hereunder and may require such fees to be paid in 
full prior to review of any application. Compliance fees and deposits may also be required. Such fees may include 
the reasonable costs incurred in having any application reviewed by architects, engineers, or other professionals. 
Declarant and the Association may employ architects, engineers, or other persons as deemed necessary to perfmm 
the review. The Board may include the compensation of such persons in the Association's annual operating budget 
as a Common Expense. 

(f) Appeal. At any time after Declarant has delegated appointment of the members of the 
Design Review Committee to the Board pursuant to Section 8.2, any Owner adversely affected by action of the 
Design Review Committee may appeal such action to the Board. Appeals shall be made ill writing withill ten (10) 
days of the Design Review Committee's action and shall contain specific objections or mitigating circumstances 
justifying the appeal. If the Board of Directors is already acting as the Design Review Committee, the appeal shall 
be treated as a request for a rehearing, in which case the Board shall meet and receive evidence and argument on the 
matter. A final, conclusive decision shall be made by the Board within thirty (30) working days after receipt of such 
notification. 

(g) Effective Period of Consent. The Design Review C01m11ittee's consent to any proposed 
Worlc shall automatically be revoked one year after issuance unless construction of the Work has been commenced 
or the Owner has applied for and received an extension of time from the Design Review Committee. 

(h) Notice to Declarant. In the event Declarant delegates the right to appoint or remove 
members of the Design Review Committee to the Board prior to expiration of the Development Period, then until 
expiration of the Development Period, the Design Review Committee shall notify Declarant in writing within three 
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(3) business days after the Design Review Cmmnittee has approved any application relating to proposed Work 
within the scope of matters delegated to the Design Review Committee by Declarant. The notice shall be 
accompanied by a copy of the application and any additional information which Declarant may require. Declarant 
shall have five (5) business days after receipt of such notice to veto any such action, in its sole discretion, by written 
notice to the Design Review Cmmnittee and the applicant. 

8.5 Variances. The Design Review Committee may authorize variances from compliance with any of 
its guidelines and procedures when circumstances such as topography, natural obstmctions or aesthetic or 
environmental considerations require, but only in accordance with duly adopted mles and regulations. Such 
variances may only be granted, however, when unique circumstances dictate and no variance shall (a) be effective 
unless in writing; (b) be contrary to this Declaration; or ( c) estop the Design Review Committee from denying a 
variance in other circumstances. 

8.6 Approval Exceptions. No approval shall be required to rebuild in accordance with originally 
approved plans and specifications. Any Owner may remodel, paint, or redecorate the interior of the Owner's Unit 
without approval. However, modifications to the interior of screened porches, patios, and similar portions of a Unit 
visible from outside the stmcture and modifications to enclose garages as living space shall be subject to approval. 
Any request to enclose a garage as living space must include plans for a replacement garage on the Unit. If approval 
of a garage enclosure is granted by the Design Review Committee such approval may be conditional on the 
construction of a replacement garage. 

8.7 Approval Exemptions. This Article shall not apply to Declarant's activities during the 
Development Period. Municipal, state, federal and other governmental or quasi-governmental buildings and 
facilities, including post offices, are subject to architectural review under this Article. However, such review shall 
be binding upon any Governmental Authority only to the extent pennitted by law. 

8.8 No Waiver of Future Approvals. Each Owner acknowledges that the persons reviewing 
applications under this Article will change from time to time and that opinions on aesthetic matters, as well as 
interpretation and application of the Design Guidelines, may vary accordingly. In addition, each Owner 
acknowledges that it may not always be possible to identify objectionable features of proposed Work until the Work 
is completed, in which case it may be unreasonable to require changes to the improvements involved, but the Design 
Review Committee may refuse to approve similar proposals in the future. Approval of applications or plans and 
specifications for any Wark done or proposed, or in connection with any other matter requiring approval, shall not 
be deemed to constitute a waiver of the right to withhold approval as to any similar applications, plans and 
specifications, or other matters subsequently or additionally submitted for approval. 

8.9 Estoppel Certificate. Within fifteen (15) business days after written request is delivered to the 
Design Review Committee by any Owner, and upon payment to the Design Review Committee of a reasonable fee 
fixed by the Design Review Committee to cover costs, the Design Review Committee shall provide such Owner 
with an estoppel certificate executed by a member of the Design Review Committee and acknowledged, certifying 
with respect to any Unit owned by the Owner, that as of the date of the certificate, either: (a) all Improvements made 
or done upon or within such Unit by the Owner comply with this Declaration, or (b} such Improvements do not so 
comply, in which event the ce11ificate shall also identify the noncomplying Improvements and set forth with 
particularity the nature of such noncompliance. Any purchaser from the Owner, and any mortgagee or other 
encumbrancer, shall be entitled to rely on such certificate with respect to the matters set fm1h in the certificate, such 
matters being conclusive as between Declarant, the Design Review Committee, the Association and all Owners, and 
such purchaser or mortgagee. 

8.10 Enforcement. If during or after the construction the Design Review Committee finds that the 
Work was not performed in substantial confonnance with the· approval granted, or that the required approval was not 
obtained, the Committee shall notify the Owner in writing of the noncompliance, specifying the pai1iculars of the 
noncompliance. The Committee may require conforming changes to be made or that construction be stopped. The 
cost of any required changes shall be borne by the Owner. The Committee shall have the power and authority to 
order any manner of changes or complete removal of any Improvement, alteration or other activity for which prior 
written approval from the Committee is required and has not been obtained or waived in writing. If an owner fails 
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to comply with an order of the Committee, then, subject to the Owner's right of appeal under Section 8.4(f), either 
the Design Review Conunittee or the Board may enforce compliance in accordance with the procedures set fmth h1 
Section 12.1 below. 

8.11 Limitation of Liability. Neither the Design Review Committee nor any member of the Design 
Review Committee shall be liable to any Owner, occupant, builder or developer for any damage, loss or prejudice 
suffered or claimed on account of any action or failure to act of the Design Review Committee or a member of the 
Design Review Committee, provided only that the Design Review Committee or the member has, in accordance 
with the actual lmowledge possessed by the Committee or Member, acted in good faith. Any such damages or 
expenses for which the Committee or any Member is liable and to which any Owner becomes entitled shall be a 
Common Expense. The standards and procedures established by this Alticle are intended as a mechanism for 
maintaining and enhancing the overall aesthetics of Ridge Water; they do not create any duty to any Person. Review 
and approval of any application pursuant to this Alticle is made on the basis of aesthetic considerations only and the 
Design Review Committee shall not bear any responsibility for ensuring the structural integrity or soundness of 
approved construction or modifications, nor for ensuring compliance with buildh1g codes and other governmental 
requirements, nor for ensuring that all dwellings are of comparable quality, value, or size, or of similar design. 
Decla:rant, the Association, the Board, any committee, or member of any of the foregoing shall not be held liable for 
soil conditions, drainage or other general site work, any defects in plans revised or approved hereunder, or any 
injmy, damages, or loss arising out of the manner or quality of approved consimction on or modifications to any 
Unit. 

Article 9 

OWNERS ASSOCIATION 

Declarant shall organize the Association as the association of all of the Owners within the Property. Such 
Association, and its successors and assigns, shall have such prope1ty, powers and obligations as are set forth in this 

( Declaration for the benefit of the Prope1ty and all Owners of property located therein. 

9.1 Organization. Declarant shall, before the first Unit is conveyed to an Owner, organize the 
Association as a nonprofit corporation under the general nonprofit corporation laws of the State of Oregon. The 
Alticles of Incorporation of the Association shall provide for its perpetual existence, but in the event the Association 
is at any thne dissolved, whether inadvertently or deliberately, it shall automatically be succeeded by an 
unincorporated association of the same name. In that event all of the property, powers and obligations of the 
incorporated Association existing immediately prior to its dissolution shall thereupon automatically vest ill the 
successor unincorporated Association, and such vesting shall thereafter be confirmed as evidenced by appropriate 
conveyances and assignments by the incorporated Association. To the greatest extent possible, any successor 
unincorporated Association shall be governed by the Alticles of Incorporation and Bylaws of the Association as if 
they had been made to constitute the governing documents of the unincorporated Association. 

9 .2 Membership. Every Owner of one or more Units within the Property shall, immediately upon 
creation of the Association and thereafter during the entire period of such Owner's ownership of one or more Units 
within the Property, be a member of the Association. Such membership shall commence, exist and continue shnply 
by viitue of such ownership, shall expire automatically upon termination of such ownership, and need not be 
confirmed or evidenced by any certificate or acceptance of membership. 

9.3 Voting Rights. Voting rights within the Association shall be allocated as follows: 

(a) Allocation. Subject to Declarant's right to designate the number of Units attributable to 
any vacant land prior to its development in accordance with the Development Plan, each Unit shall be allocated one 
vote. 

(b) Classes of Voting Membership. The Association shall have two classes of votmg 
membership: 
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CJass A. Class A Members shall be all Owners with the exception of the Class B 
Member and shall be entitled to voting rights for each Unit owned computed in accordance with Section 9.3(a) 
above. When more than one Person holds an interest in any Unit, all such Persons shall be members. Except as may 
otherwise be specified in the Supplemental Declaration allllexing such Unit to the Property, the vote for such Unit 
shall be exercised as they among themselves detennine. In no event, however, shall more voting rights be cast with 
respect to any Unit than as set forth in Section 9.3(a) above. 

Class B. The Class B Member shall be the Declarant and shall be entitled to ten tinrns 
the voting rights computed under Section 9.3(a) for each Unit owned by Declarant. The Class B membership shall 
cease and be converted to Class A membership on the happening of either of the following events, whichever occurs 
earlier: 

(i) Expiration of the Development Period; or 

(ii) At such earlier time as Declarant may elect in writing to tem1inate Class B 
membership. 

9 .4 General Powers and Obligations. The Association shall have, exercise and perform all of the 
following powers, duties and obligations: 

(a) The powers, duties and obligations granted to the Association by this Declaration. 

(b) The powers and obligations of a nonprofit corporation pursuant to the general nonprofit 
corporation laws of the State of Oregon. 

( c) The powers, duties and obligations of a homeowners' association pursuant to the Oregon 
Planned C01mnunity Act. 

( d) Any additional or different powers, duties and obligations necessaiy or desirable for the 
purpose of canying out the functions of the Association pursuant to this Declaration or otherwise promoting the 
general benefit of the Owners within the Property. 

The powers and obligations of the Association may from time to time be amended, repealed, enlarged or restricted 
by changes in this Declai·ation made in accordance with the provisions in this Declaration, accompanied by any 
required changes in the Articles of Incorporation or Bylaws made in accordance with such instruments and with the 
nonprofit corporation laws of the State of Oregon. 

9.5 Specific Powers and Duties.The powers and duties of the Association shall include, without 
limitation, the following:. 

(a) Maintenance. The Association shall provide maintenance for portions of the Property as 
provided in Article 10 and other provisions of this Declaration. 

(b) Insurance. The Association shall obtain and maintain in force certain policies of 
insurance as detennined by the Board. 

( c) Restoring Damaged Improvements. In the event of damage to or destruction of 
Common Areas or other property which the Association insures, the Board or its duly authorized agent shall file and 
adjust all insurance claims and obtain reliable and detailed estimates of the cost of repairing or restoring the property 
to substantially the condition in which it existed prior to the damage, allowing for changes or improvements 
necessitated by changes in applicable building codes, If a decision is made not to restore the damaged 
improvements, and no alternative improvements are authorized, the affected property shall be cleared of all debris 
and ruins and thereafter shall be maintained by the Association in a neat and attr·active, landscaped condition 
consistent with the Community-Wide Standai·d. If insurance proceeds are insufficient to cover the costs of 
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reconstruction, the Board may levy Special Assessments to cover the shortfall against those Owners responsible for 
the premiums for the applicable insurance coverage. Any insurance proceeds remaining after paying the costs of 
repair or reconstruction, or after such settlement as is necessary and appropriate, shall be retained by the Association 
for the benefit of all or some of the Owners, as appropriate, and placed in a capital improvements account. This is a 
covenant for the benefit of Mortgagees and may be enforced by the Mortgagee of any affected Unit. 

( d) Rulemaking. The Association shall make, establish, promulgate, amend and repeal 
Policies and Procedures as provided in Section 7.28. 

( e) Assessments. The Association shall adopt budgets and impose and collect certain 
Assessments as provided in Article 11. 

(f) Community-Wide Standards. The Association shall have the authority to establish a 
minimum Community-Wide Standard of maintenance and aesthetic appearance for the Property, including, without 
limitation, Units, C01m11on Areas and Neighborhood Common Areas. The Association shall have the authority to 
enforce such standards including, without limitation, the right to levy fines which if unpaid shall constitute an 
Individual Assessment and a lien on the violator's property as set forth in this Declaration. The Association also 
shall have the right of self-help to abate any violations or nonconforming use or activity, which shall not be deemed 
a trespass, and the costs of which shall be recovered by Individual Assessments. The Association shall have the 
right, but not the obligation, to enforce any provision of this Declaration or the governing documents of a 
Neighborhood Association if it fails or refuses to do so, provided that the Neighborhood Association shall be the 
primary entity responsible for enforcing its own Neighborhood Declaration and rules and regulations. 

(g) Enforcement. The Association may perform such acts, whether or not expressly 
authorized by this Declaration, as may be reasonably necessary to enforce the provisions of this Declaration and the 
Policies and Procedmes adopted by the Association, including, without limitation, enforcement of the decisions of 
the Design Review Committee. Nothing in this Declaration shall be construed as requiring the Association to take 
any specific action to enforce violations. 

(h) Employment of Agents, Advisers and Contractors. The Association may employ the 
services of any Person as managers, hire employees to manage, conduct and perform the business, obligations and 
duties of the Association, employ professional counsel and obtain advice from such persons or firms or corporations 
such as, but not limited to, landscape architects, recreational expe1ts, architects, plam1ers, attorneys and accountants, 
and contract for or otherwise provide for all services necessary or convenient for the management, maintenance and 
operation of the Prope1ty; provided, however, the Board may not incur or commit the Association to incur legal fees 
in excess of $5 ,000 for any specific litigation or claim matter or enter into any contingent fee contract on any claim 
in excess of $100,000 unless the Unit Owners have enacted a resolution authorizing the incurring of such fees or 
contract by a vote of seventy-five percent (75%) of the total voting rights of the Association. These limitations shall 
not be applicable to legal fees incuITed in defending the Association of the Board of Directors from claims or 
litigation brought against them. The limitation set forth in this paragraph shall increase by ten percent on each fifth 
anniversary of the Recording of this Declaration. 

(i) Borrow Money. The Association may borrow and repay moneys for the purpose of 
maintaining and improving the Common Areas and, subject to Section 5.8, encumber the Common Areas as security 
for the repayment of such borrowed money. 

G) Hold Title and Make Conveyances. The Association may acquire, hold title to and 
convey, with or without consideration, real and personal property and interests therein, including but not limited to 
easements across all or any portion of the Common Area, and shall accept any real or personal prope1ty, leasehold or 
other property interests within the Prope1ty conveyed to the Association by Declarant. 

(k) Transfer, Dedication and Encumbrance of Common Areas. Except as otherwise 
provided in Section 5.8, the Association may sell, transfer or encumber all or any portion of the Common Areas to 
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which it then holds title of record to a person, finn or entity, whether public or private, and dedicate or transfer all or 
any p011ion of the Common Areas to any public agency, authority, or utility for public purposes. 

(1) Create Classes of Service and Make Appropriate Charges. The Association may, in 
its sole discretion, create various classes of service and make appropriate Individual Assessments or charges therefor 
to the users of such services, including but not limited to reasonable admission and other fees for the use of any and 
all recreational facilities situated on the Connnon Areas, without being required to render such services to those who 
do not assent to such charges and to such other Policies and Procedures as the Board deems proper. In addition, the 
Board shall have the right to discontinue any service upon nonpayment of Assessments or to eliminate any service 
for which there is no demand or for which there are inadequate funds to maintain the same. 

(m) Joint Use Agreements. The Association may enter into joint use agreements with other 
associations, entities or persons relating to the joint use of recreational or other facilities, including the joint use of 
the Common Areas. The Association may enter into agreements with one or more Neighborhood Associations or 
other Persons within RidgeWater to provide joint use, management, and adminish·ative services, and to perfonn 
such other community related activities as may be agreed upon by the Association and such Neighborhood 
Association(s) or Persons. The expense of providing such services by the Association shall be allocated by 
agreement between the parties. 

(n) Administration of Particular Areas Within RidgeWater. In addition to its other 
powers and obligations, the Association may be obligated by Declarant or agreement to provide maintenance, 
architectural review, assessment collection, rules enforcement, or other services to, and levy assessments against, 
Owners within particular areas of the Property (e.g., one or more Neighborhoods). In such event, the Association 
shall provide such services in the manner prescribed, and the expenses of such services shall be allocated and 
assessed as provided in the covenants, easements, or agreement obligating the Association. In the event of a conflict 
between such other covenants, easements, or agreements and this Declaration, this Declaration shall control. 

(o) Additional Services. Any Neighborhood, acting either through a Neighborhood 
Committee or through a Neighborhood Association, if any, may request that the Association provide a higher level 
of service than that which the Association generally provides to all Neighborhoods, or may request that the 
Association provide special services for the benefit of Units in such Neighborhood. Upon the affirmative vote, 
written consent, or a combination thereof, of Owners of a majority of the voting rights within the Neighborhood, the 
Association may provide the requested services. The cost of such services, which may include a reasonable 
administrative charge in such amount as the Board deems appropriate (provided, any such administrative charge 
shall apply at a uniform rate per Unit to all Neighborhoods receiving the same service), shall be assessed against the 
Units within such Neighborhood as a Neighborhood Assessment. 

(p) Assumption of Other's Maintenance Responsibility. The Association may, but shall 
not be obligated to, assume maintenance responsibility for property which is the responsibility of another Person 
(e.g., a Neighborhood Association or any local or state governmental authority) if, in the discretion of the Board, the 
maintenance of such property provides a benefit to the Property and/or such property is not otherwise being 
maintained in accordance with the Community-Wide Standard. The cost of maintenance assumed in accordance 
with this section may be a Common Expense to be allocated among all Owners or may be assessed to a 
Neighborhood Association or as Individual Assessments levied only against the benefited pai1ies. 

( q) Wildland Fire Protection. The Association shall adopt and enforce forest fuels 
management and fire prevention practices applicable to Units ai1d Common Areas within the Property. 

(r) Security. The Association may, but shall not be obligated to, maintain or support certain 
activities within Ridge Water designed to make the Property more enjoyable or safer than it otherwise might be. 
Neither the Association, Declarant nor any managing agent shall be considered insurers or guarantors of 
security or safety within the Property nor shall either be held liable for any loss or damage by reason of 
failure to provide adequate security or ineffectiveness of security or safety measures undertaken. No 
representation or warranty is made that any system or measure, including any mechanism or system for 
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limiting access to the Property, cannot be compromised or circumvented, nor that any such system or 
measure undertaken will in all cases prevent loss or provide the detection or protection for which it is 
designed or intended. Each Owner aclmowledges and agrees that the Association, the Board and any 
managing agent are not insurers and that each person using the Property assumes all risks for personal 
injury and loss or damage to property resulting from acts of third parties. 

(s) Municipal Services. In addition to any obligations it may have under this Declaration to 
share costs, the Association may, but is not obligated by this Declaration to, contribute funds to any Governmental 
Authority for the pmpose of i11creasing its capacity to provide services, such as, but not limited to, maintenance of 
roads, storm drainage facilities, sidewalks, lighting, trails and roadside landscaping, and police and fire protection 
services within the Property. 

(t) Other Services. The Association may provide or contract for such services as the Board 
may reasonably deem to be of benefit to the Prope1iy, :including, without limitation, garbage and trash removal. 

(u) Implied Rights and Obligations. The Association may exercise any other right or 
privilege reasonably to be inferred from the existence of any right or privilege expressly given to the Association 
under this Declaration or reasonably necessary to effectuate any such right or privilege. 

(v) Contracts Entered into by Declarant or Before Turnover Meeting Notwithstanding 
any other provision of this Declaration, any management contracts, service contracts or employment contracts 
entered into by Declarant or the Board of Directors on behalf of the Association before the Turnover Meeting shall 
have a term of not more than three (3) years. In addition, any such contract shall provide that it may be terminated 
without cause or penalty by the Association or Board of Directors upon not less than thirty (30) days' notice to the 
other party given not later than sixty (60) days after the Turnover Meeting. 

9 .6 Board of Directors. The powers and duties of the Association and the affairs of the Association 
shall be conducted by its Board of Directors duly appointed or elected as provided in this section, except to the 
extent that a vote of the members is required by this Declaration or the Bylaws. 

(a) Initial Boa rd Upon incorporation of the Association and until the first annual meeting 
after fifty percent (50%) of the Units authorized by the Development Plan have been sold and conveyed to 
individual residential purchasers (as opposed to builders), the Board shall be composed of three directors, all of 
whom shall be appointed by Declarant. 

(b) When Fiftv Percent (50%) of the Units Have Been Sold. Commencing on the first 
annual meeting after fifty percent (50%) of the Units authorized by the Development Plan have been sold and 
conveyed to ultimate purchasers and until the first annual meeting after ninety percent (90%) of such Units have 
been conveyed, the Board shall be composed of tln·ee members, two of whom shall be appointed by Declarant and 
one of whom shall be elected by the Class A Members. 

( c) When Ninety Percent (90%) of the Units Have Been Sold. Commencing on the first 
annual meeting after ninety percent (90%) of the Units authorized by the Development Plan have been sold and 
conveyed to ultimate purchasers and until the first annual meeting after expiration of the Development Period, the 
Board shall be composed of five directors, two of whom shall be appointed by Declarant and three of whom shall be 
elected by the Class A Members. 

(d) Turnover Meeting After Termination of Class B Membership. The first annual 
meeting after termination of the Class B membership shall be the Turnover Meeting, at which time Declarant will 
turn over administrative control to the Owners. Commencing with the Turnover meeting, the Board shall be 
composed of five directors, all of whom shall be elected by the Owners. The method of election, tern1s of office and 
method ofremoval and filling of vacancies shall be governed by the Bylaws. 
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9. 7 Voting Groups. In connection with the election of those directors to be elected by the Class A 
Members, Declarant may, from time to time, in its discretion, designate Voting Groups consisting of one or more 
Neighborhoods (or the Units outside any Neighborhood) for the purpose of electing directors to the Board, in 
addition to any at-large directors elected by all Class A Members. Voting Groups may be designated to ensure 
groups with dissimilar interests are represented on the Board and to avoid allowing Owners representing similar 
Neighborhoods to elect the entire Board, due to the number of Units in such Neighborhoods, excluding the 
representation of others. The number of Voting Groups within the Property shall not exceed the total number of 
directors to be elected by the Class A Members. The Owners in Neighborhoods within each Voting Group shall 
vote on a separate slate of candidates for election to the Board. Declarant shall establish Voting Groups, if at all, not 
later than the tennination of Class B membership by filing with the Association and Recording a supplemental 
declaration identifying each Voting Group by legal description or other means such that the Units within each 
Voting Group can easily be determined. Such designation may be amended from time to time by Declarant, acting 
alone, at any time prior to termination of the Class B membership. After termination of the Class B membership, the 
Board shall have the right to Record a supplemental declaration changing the Voting Groups upon the vote of a 
majority of the total number of directors and approval of a majority of the voting rights in the Association. Neither 
recordation nor amendment of such supplemental declaration by Declarant shall constitute an amendment to this 
Declaration and no consent or approval of the Owners shall be required, except as stated in this section. Until such 
time as Voting Groups are established, all of the members shall constitute a single Voting Group. After a 
Supplemental Declaration establishing Voting Groups has been Recorded, any and all portions of the Prope1iy 
which are not assigned to a specific Voting Group shall constitute a single Voting Group. 

9 .8 Liability. Neither a member of the Board of Directors nor an officer of the Association or 
member of the Design Review Committee or any other committee established by the Board of Directors, shall be 
liable to the Association, any Owner or any third party for any damage, loss or prejudice suffered or claimed on 
account of any action or failure to act in the perfonnance of his duties, so long as the individual acted in good faith, 
believed that the conduct was in the best interests of the Association, or at least was not opposed to its best interests, 
and in the case of criminal proceedings, had no reason to believe the conduct was unlawful. In the event any 
member of the Board of Directors or any officer or committee member of the Association is threatened with or made 
a party to any proceeding because the individual was or is a director, officer or committee member of the 
Association, the Association shall defend such individual against such claims and indemnify such individual against 
liability and expenses :incurred to the maximum extent permitted by law. The managing agent of the Association, 
and its officers and employees, shall not be liable to the Association, the Owners or any third party on account of 
any action or failure to act in the performance of its duties as managing agent, except for acts of gross negligence or 
intentional acts, and the Association shall indemnify the managing agent and its officers and employees from any 
such claims, other than for gross negligence or intentional misconduct. 

9.9 Neighborhood Associations. The Board may assist the Neighborhood Associations in the 
performance of their duties and obligations under their respective Neighborhood Declarations, and the Association 
shall cooperate with each Neighborhood Association so that each of those entities can most efficiently and 
econmnically provide their respective services to Owners. The Association or a Neighborhood Association may use 
the services of the other in the fultherance of their respective obligations, and they may contract with each other to 
better provide for such cooperation. The payment for such contract services or a variance in services provided may 
be reflected in an increased Assessment by the Association for Owners within the paiticular Neighborhood or by an 
item in the Neighborhood Association's budget which shall be collected through Neighborhood Assessments and 
remitted to the Association. If a Neighborhood Association fails or is unable to peiform a duty or obligation 
required by its Neighborhood Declaration, then the Association may, after reasonable notice and an oppmtunity to 
cure given to the Neighborhood Association, perform such duties or obligations until such time as the Neighborhood 
Association is able to resume such functions, and the Association may charge the Neighborhood Association a 
reasonable fee for the perfonnance of such functions. 

9 .10 Powers of the Association Relating to Neighborhoods. Each Neighborhood Committee shall be 
a committee of the Association. The Board shall have all of the power and control over any Neighborhood 
Committee that it has under applicable law over other committees of the Association. The Association shall have 
the power to veto any action taken or contemplated to be taken by any Neighborhood Committee or Neighborhood 
Association which the Board reasonably detennines to be adverse to the interests of the Association or the Owners 
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or inconsistent with the Community-Wide Standard. The Association also shall have the power to require specific 
action to be taken by any Neighborhood Association in cmmection with its obHgations and responsibilities, such as 
requiring maintenance or repairs or aesthetic changes to be effectuated and requiring that a proposed budget include 
ceitain items and that expenditures be made therefor. A Neighborhood Association shall take appropriate action 
required by the Association in a written notice within the reasonable time frame set by the Association in the notice. 
If the Neighborhood Association fails to comply, the Association shall have the right to effect such action on behalf 
of the Neighborhood Association and levy Neighborhood or Individual Assessments to cover the costs, as well as an 
administrative charge and sanctions. 

9 .11 Bylaws. The Bylaws of the Association and any amendment or modification of the Bylaws shall 
be Recorded. 

Article 10 

MAINTENANCE 

10.1 Maintenance of Units. Each Owner shall maintain the Owner's Unit and Improvements thereon 
in a clean and attractive condition, in good repair, in such fashion as not to create a fire or other hazard and in 
accordance with the Community-Wide Standard. Such maintenance shall include, without limitation, painting or 
staining, repair, replacement and care for roofs, gutters, downpours, exterior building surfaces, walks and other 
exterior :improvements and glass surfaces. All repainting or re-staining and exterior remodeling shall be subject to 
prior review and approval by the Design Review Colllll1ittee. In addition, each Owner shall keep all slnubs, trees, 
grass and plantings of every kind on the Owner's Unit neatly trimmed, properly cultivated and free of trash, weeds 
and other unsightly material. Damage caused by fire, flood, stonn, earthquake, riot, vandalism, or other causes shall 
likewise be the responsibility of each Owner and shall be restored within such period of time as may be specified in 
the Design Guidelines, or if no such period is specified, within a reasonable period of time. 

10.2 Maintenance of Common Areas The Association shall be responsible for exterior lighting for 
and perform all maintenance upon the Common Areas and Limited Common Areas within or illlll1ediately adjoining 
rights of way, including but not limited to grass, trees, walks, private roads, entrance gates, street lighting and signs, 
parking areas, walkways and h·ails, unless the maintenance thereof is assumed by a public body. Such areas shall be 
maintained in a good and workmanlike mam1er such as to render them fit for the purposes for which they are 
intended. 

10.3 Maintenance of Unit Identification Marker.. The Association shall perform or contract to 
perfmm maintenance of the identification marker described in Section 7.12(a)(iii). All costs of such maintenance 
shall be assessed as General Assessments, Individual Assessments or Neighborhood Assessments as determined by 
the Board. The Owner of any Unit upon which such identification marker is installed shall pe1mit the Association to 
enter upon the Unit, but not Improvements constructed thereon, to perform the maintenance of such identification 
marker. The Owner and occupant of each Unit shall be responsible for controlling such Owner's or occupant's pets 
so as to not harm or otherwise disturb persons performing such maintenance on behalf of the Association. 

10.4 Maintenance of Utilities. The .Association shall perfonn or contract to perfmm maintenance of 
all private utilities within Common Areas, such as sanitary sewer service lines, domestic water service lines and 
storm drainage lines, except to the extent such maintenance is performed by the utilities fumishing such services. 
Each Owner shall be responsible for the cost of maintaining utility lines within his or her Unit. 

10.5 Corrective Maintenance. The .Association may assume the maintenance responsibilities set out 
in this Declaration or any Neighborhood Declaration for any Neighborhood or Owner, after giving the responsible 
Neighborhood Association or Owner reasonable notice and an opportunity to c01rect its deficient maintenance. In 
such event, all costs of such maintenance shall be assessed only against those Owners to which the services are 
provided and shall be Neighborhood Assessments or Individual Assessments as determined by the Board. The 
assumption of this responsibility may take place either by contract or because, in the opinion of the Board, the level 
and quality of service then being provided is not consistent with the Community-Wide Standard. 
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10.6 Damage Liability. Any damage to any Common Area caused by Owners, their children, agents, 
visitors, friends, relatives, tenants, occupants or service personnel shall be repaired by the Owner within fifteen (15) 
days following the date on which notice is mailed by the Association infmming the Owner of such violation. If the 
damage has not been repaired within such time, then the Association shall perform such repair and the cost shall be 
assessed to the Owner as an Individual Assessment. 

Article 11 

ASSESSMENTS 

11.1 Power to Assess. The Association may levy Assessments. The Assessments levied by the 
Association shall be used to promote the recreation, health, safety, and welfare of the Owners and occupants of the 
Property and for the improvement, operation and maintenance of the Common Areas. 

11.2 Apportionment of Assessments. All Units, other than Units exempted from assessment pursuant 
to Section 11.5, shall pay a pro rata share of the General Assessments, Neighborhood Assessments, Special 
Assessments, Emergency Assessments and Limited Common Area Assessments commencing upon the date such 
Units are made subject to this Declaration. The pro rata share shall be based upon the total amount of each such 
Assessment divided by the total number of Units subject to such Assessment. Notwithstanding the provisions of this 
section, however, fill amendment to this Declaration may specify a special allocation of assessing the costs of 
operating and maintaining the facility on a Common Area in order to more fairly allocate such cost, taking into the 
account the extent of use or other factors. 

11.3 Types of Assessments. 

(a) General Assessments. The Association is hereby authorized to levy General 
Assessments against all Units subject to Assessments to fund the Common Expenses. The amount of the General 
Assessment allocated to each Unit shall be determined h1 the manner described ill Section 11.2. In deteimining the 
General Assessments, the Board may consider any Assessment income expected to be generated from any additional 
Units or changes ill the status of the then-existing Units anticipated during the fiscal year. The Board shall from 
time to time and at least annually prepare an operating budget for the Association, taking into account the current 
costs of maintenance and services and future needs of the Association, any previous over Assessment and any 
common profits of the Association. The budget shall provide for such reserve or contingency funds as the Board 
deems necessary or as may be required by law, but not less than the reserves required by Section 11.7. The Board 
may revise the budget and adjust the General Assessment from time to thne during the year. Within 30 days after 
the adoption of a final budget by the Board, the Board shall send to each Owner a copy of the final budget. If the 
Board fails to adopt a budget, the last adopted budget shall continue in effect. 

(b) Neighborhood Assessments. The Association or, after Declarant or the Board delegate 
the same thereto, a Neighborhood Association, is authorized to levy Neighborhood Assessments against all of the 
Units within such Neighborhood to fund Neighborhood Common Expenses. The determination of the allocation of 
Neighborhood Common Expenses may be undertaken in the same manner applicable to the Association with respect 
to allocating General Assessments, Special Assessments or Emergency Assessments, as applicable, unless otherwise 
provided in the Neighborhood Declaration. 

( c) Special Assessments. The Board may levy during any fiscal year a Special Assessment, 
applicable to that year only, for the purpose of deferring all or any part of the cost of any constrnction or 
reconstruction, unexpected repair, or acquisition or replacement of a described capital improvement, or for any other 
one-time expenditure not to be paid for out of General Assessments. Special Assessments for acquisition or 
construction of new capital improvements or additions which in the aggregate in any fiscal year exceed an amount 
equal to twenty percent (20%) of the budgeted gross expenses of the Association for the fiscal year may be levied 
only if approved by a majority of the voting rights voting on such matter, together with the written consent of the 
Class B Member, if any. Prior to the Turnover Meeting, any Special Assessment for acquisition or construction of 
new capital improvements or additions must be approved by not less than fifty percent (50%) of the Class A voting 
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rights, together with the written consent of the Class B Member. Special Assessments shall be apportioned as 
provided in Section 11.2 and may be payable in lump sum or in installments, with or without interest or discount, as 
detennined by the Board. 

( d) Emergencv Assessments. If the Aimual Assessments levied at any tin1e are or will 
become inadequate to meet all expenses incurred under this Declaration for any reason, including nonpayment of 
any Owner's Assessments on a cunent basis, the Board of Directors shall immediately dete1mine the approximate 
amount of such inadequacy and issue a supplemental budget, noting the reason therefor, and levy an Emergency 
Assessment for the amount required to meet all such expenses on a cunent basis. Emergency Assessments shall be 
apportioned as set forth in Section 11.2 above and payable as detennined by the Board of Directors. 

( e) Limited Common Area Assessments. General Assessments, Special Assessments and 
Emergency Assessments relating to maintenance, upkeep, repair, replacement or improvements to Limited Common 
Ai·eas shall be assessed exclusively to the Units having the right to use such Limited Common Ai·eas. 

(f) Individual Assessments. Any Common Expense or any part of a Common Expense 
benefiting fewer than all of the Units may be assessed exclusively against the Units benefited as an Individual 
Assessment. Individual Assessments shall also include default Assessments levied against any Unit to reimburse the 
Association or Neighborhood Association for costs incuITed in bringing such Unit or its Owner into compliance with 
the provisions of this Declaration or the Policies and Procedures of the Association and for fines or other charges 
imposed pursuant to this Declaration for violation thereof. Unless otherwise provided by the Board, Individual 
Assessments shall be due thirty (30) days after the Board has given written notice thereof to the Owners subject to 
Individual Assessments. 

11.4 Assessment of Additional Property. When Additional Property is annexed to the Property, the 
Units included therein shall become subject to Assessments from the date of such annexation, except for those Units 
exempt from assessment pursuant to Section 11.5. All other Units shall pay such Assessments in the amount then 
being paid by other Units. The Board, however, at its option may elect to recompute the budget based upon the 
additional Units subject to assessment and additional Common Areas and recompute Assessments for all Units, 
including the new Units, for the balance of the fiscal year. Notwithstanding any provision of this Declaration 
apparently to the contrary, a Supplemental Declaration annexing Additional Property may provide that such 
Additional Property does not have the right to use a particular Common Area or facility located thereon, in which 
case such Additional Property shall not be assessed for the costs of operating, maintaining, repairing, replacing or 
improving such Common Area or facility. 

11.5 Exempt Property. The following property shall be exempt from payment of General 
Assessments, Neighborhood Assessments, Special Assessments, Emergency Assessments and Limited Common 
Area Assessments: 

(a) All Cmmnon Areas, Neighborhood Common Areas, Limited Cmmnon Areas and 
Community Improvements; 

(b) Any property dedicated to and accepted by any Governmental Authority or public utility; 

( c) Property owned by any Neighborhood Association for the common use and enjoyment of 
the Owners or the members of a Neighborhood Association or owned by the Association or the members of a 
Neighborhood Association as tenants-in-common; 

( d) Units owned by Declarant until such time as a dwelling has been constructed on the Unit 
and the Unit is occupied for residential use, except that Units owned by Declarant shall be subject to assessments for 
reserves under Section 11. 7; and 
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( e) Declarant reserves the right to extend the rights contained in paragraph 11. 5 ( d) to other 
developers and builders in its sole discretion. The exemption contained in this paragraph l 1.5(e) shall not be 
extended to assessments for reserves as required by Section 11. 7. 

In addition, Declarant and/or the Association shall have the right, but not the obligation, to grant 
exemptions to certain Persons qualifying for tax exempt status under Section 50l(c) of the Internal Revenue Code so 
long as such Persons own property subject to this Declaration for pm-poses listed in Section 50l(c). 

11.6 Operations Fund. The Association shall keep all funds received by it as Assessments, other than 
reserves described in Section 11. 7, separate and apart from its other funds, in an Operations Fund held in a bank 
account in the State of Oregon in the name of the Association. The Association shall use such fond for the purpose 
of promoting the recreation, health, safety and welfare of the residents within the Property and in particular for the 
improvement and maintenance of properties, services and facilities devoted to this purpose and related to the use and 
enjoyment of the Common Areas and of the Units, including but not limited to: 

(a) Payment of the cost of maintenance, utilities and services, repairs, replacements of that 
portion of the Property for which the Association is responsible. 

(b) Payment of the cost of insurance maintained by the Association. 

( c) Payment of taxes assessed against the Cmmnon Areas and any Improvements thereon. 

( d) Payment of the cost of other services which the Association deems to be of general 
benefit to the Owners, including but not limited to accounting, legal and secretarial services. 

11. 7 Reserve Fund. 

(a) Establishment of Account. Declarant shall conduct a reserve study as described in 
paragraph ( c) of this section and establish a Reserve Fund in a bank account in the State of Oregon in the name of 
the Association for replacement of common properties that will nonnally require replacement in whole or in part in 
more than three (3) and less than thirty (30) years, for exterior painting ifthe Common Areas or other property to be 
maintained by the Association include exterior painted surfaces, and for other items, whether or not involving 
Common Areas, if the Association has responsibility to maintain the items. The Reserve Fund need not include 
those items that could reasonably be funded from operating Assessments or for those items for which one or more 
Owners are responsible for maintenance and replacement under the provisions of this Declaration or the Bylaws. 

(b) Funding of Reserve Fund. The Reserve Fund shall be funded by Assessments against 
the individual Unit assessed for maintenance of the items for which the Reserve Fund is being established, which 
sums shall be included in the regular General Assessment for the Unit. The Reserve Fund shall be established in the 
name of the Association. The Association is responsible for administering the Reserve Fund and making periodic 
payments into it. 

( c) Reserve Studies. The reserve portion of the initial Assessment determined by Declarant 
shall be based on a reserve study described in this paragraph ( c) or other sources of information. The Board of 
Directors annually shall conduct a reserve study, or review and update an existing study, to detennine the Reserve 
Fund requirements and may adjust the amount of payments as indicated by the study or update and provide other 
reserve items that the Board of Directors, in its discretion, may deem appropriate. The reserve study shall include: 

(i) Identification of all items for which reserves are to be established; 

(ii) The estimated remaining useful life of each item as of the date of the reserve 
study; 
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(iii) The estimated cost of maintenance, repair or replacement of each item at the end 
of its useful life; 

(iv) A thirty (30) year plan with regular and adequate co~tributions, adjusted by 
estimated inflation and il1terest earned on reserves, to meet the mamtenance, repair and 
replacement schedule. 

( d) Use of Reserve Fund. The Reserve Fund shall bt;'. used only for the purposes for which 
the reserves have been established and shall be kept separate from other funds. After the Turnover Meetil1g, 
however, the Board of Dfrectors may bmrnw funds from the Reserve Fund to meet high seasonal demands on the 
regular operating funds or to meet unexpected increases in expenses if the Board of Directors has adopted a 
resolution, which may be an annual continuing resolution, authorizing the bmrnwmg of funds. Not later than the 
adoption of the budget for the following year, the Board of Directors shall adopt by resolution a written payment 
plan providing for repayment of the bonowed funds within a reasonable period. Nothing in this section shall 
prohibit pmdent ilwestment of the Reserve Fund. In addition to the authority of the Board of Directors under 
paragraph (c) of this section, following the second year after the Turnover Meeting, the Association may elect to 
reduce or increase future Assessments for the Reserve Fund by an affirmative vote of not less than seventy-five 
percent (75%) of the voting power of the Association and may, on an annual basis by a unanimous vote, elect not to 
fund the Reserve Fund. Assessments paid into the Reserve Fund are the property of the Association and are not 
refundable to sellers or Owners of Units. Sellers of the Units, however, may treat their outstanding share of the 
Reserve Fund as a separate item in any sales agreement. 

11.8 Declarant's Subsidy. Declarant may, but shall not be obligated to, reduce the General 
Assessments for any fiscal year by payment of a subsidy (in addition to any other amounts then owed by Declarant), 
which may be either a contribution, an advance against future assessments due from Declarant, or a loan, in 
Declarant's discretion. Any such subsidy shall be disclosed as a line item in the il1come portion of the Association's 
budget. Payment of such subsidy in any year shall not obligate Declarant to continue payment of such subsidy in 
future years unless otherwise provided in a written agreement between the Association and Declarant. 

11.9 Commencement of Assessment Obligation; Time of Payment. The obligation to pay 
Assessments under this Declaration shall commence as to each Unit, on the first day of the month after such Unit 
becomes subject to this Declaration, or the Unit ceases to be exempt from Assessments, whichever is later. The first 
annual General Assessment levied on each Unit shall be adjusted according to the number of months remaining in 
the fiscal year at the time Assessments commence for such Unit. 

11.10 Payment of Assessments. Assessments shall be paid in such manner and on such dates as the 
Board may establish. Unless the Board otherwise provides, the General Assessment shall be due and payable in 
advance on the first day of each fiscal year. If any Owner is delinquent in paying any Assessments or other charges 
levied on his Unit, the Board may require the outstandil1g balance on all Assessments to be paid in full immediately. 
Until termination of the Development Period, any obligation ofDeclarant to pay Assessments may be satisfied in the 
fonn of cash or by "in kind" contributions of services or materials, or by a combination of these. 

11.11 Advance Payments Upon Sale. The Association or any Neighborhood Association may requfre 
any Owner to obtain, in conjunction with the closing of any sale of such Owner's Unit, a deposit from the purchaser 
equal to the then estimated amount of assessments for three (3) months due to such Association. Any Owner 
entering into such a contract shall be obligated to collect or otherwise deposit such Assessments with the appropriate 
Association upon the closing of such conveyance and shall be liable therefor after such conveyance if those 
Assessments are ultimately not received by the Association. No failure to require or collect such estimated 
Assessments shall impair any contract of sale or provide any grounds for a rescission of such sale. 

11.12 Transfer Assessment. In addition to all other assessments provided for herein, each Person 
acquiring fee title to a Unit shall pay an assessment or fee in the amount of Three Hundred Dollars ($300) to the 
Association, except that in the case of simultaneous transfers of multiple Units to a single developer for 
development and resale, only one such fee shall be assessed. Such assessment shall be paid at closing of the 
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purchase of the Unit and shall apply each time the Unit is re"sold. The assessment may be used by the Association 
to defray the costs of reflecth1g the Unit ownership change on its books and records or such other expenses as it 
deems appropriate in its sole and absolute discretion. 

11.13 Personal Obligations for Assessments. Declarant, for each Unit owned by it within the Property, 
hereby covenants, and each Owner of any Unit by acceptance of a conveyance thereof, whether or not so expressed 
in any such conveyance, shall be deemed to covenant to pay to the Association all Assessments or other charges as 
may be fixed, established and collected from time to time in the manner provided in this Declaration or the Bylaws. 
Such Assessments and charges, together with any interest, late charges, expenses or attorneys' fees imposed 
pursuant to Sections 12.3 and 12.4, shall be a charge on the land and shall be a continuing lien upon the Unit against 
which each such Assessment or charge is made. Such Assessments, charges and other costs shall also be the 
personal obligation of the Person who was the Owner of such Unit at the time when the Assessment or charge fell 
due. Such liens and personal obligations shall be enforced in the manner set forth in Article 12. 

11.14 Voluntary Conveyance. In a voluntary conveyance of a Unit the grantee shall be jointly and 
severally liable with the grantor for all unpaid Assessments against the grantor of the Unit up to the time of the grant 
or conveyance, without prejudice to the grantee's right to recover from the grantor the amounts paid by the grantee 
therefor. However, upon request of an Owner or Owner's agent for the benefit of a prospective purchaser, the Board 
of Directors shall make and deliver a written statement of the unpaid Assessments against the prospective grantor of 
the Unit effective through a date specified in the statement, and the grantee in that case shall not be liable for any 
unpaid Assessments against the grantor not included in the written statement. 

11.15 Neighborhood Association's Obligation to Pay Assessments. A Neighborhood Association 
shall be jointly and severally obligated with the Owners of Units subject to its jurisdiction for all General, Special 
and Emergency Assessments levied against such Units. Each such Neighborhood Association shall include as a line 
item in its common expense budget, and shall be responsible for collecting and paying to the Association, the total 
amount of all General, Special, Emergency and Limited Common Area Assessments levied by the Association 
against the Units within its jurisdiction and such amount shall have first priority for payment out of the income of 
the Neighborhood Association. The obligation of each Neighborhood Association for collection and payment of 
Assessments to the Association shall be enforceable by the Association, and the Association may bring suit against 
any Neighborhood Association to collect delinquent Assessments, in addition to any other rights or remedies it may 
have hereunder or at law or in equity. The foregoing collection remedies shall not, however, constitute a lien upon 
all property subject to the jurisdiction of a particular Neighborhood Association. The obligation of each 
Neighborhood Association to collect and pay such Assessments to the Association pursuant to this section shall not 
relieve any Owner ofliability for its pro rata share of any amounts not paid by the Neighborhood Association. 

11.16 No Waiver. Failure of the Board to fix Assessment amounts or rates or to deliver or mail each 
Owner an Assessment notice shall not be deemed a waiver, modification, or a release of any Owner from the 
obligation to pay Assessments. In such event, each Owner shall continue to pay Assessments on the same basis as 
during the last year for which an Assessment was made, if any, until a new Assessment is levied, at which time the 
Association may retroactively assess any shortfalls in collections. 

11.17 No Option to Exempt. No Owner may exempt hin1self from liability for Assessments by non-use 
of Common Areas, abandonment of his Unit, or any other means. The obligation to pay Assessments is a separate 
and independent covenant on the part of each Owner. No diminution or abatement of Assessments or set-off shall 
be claimed or allowed for any alleged failure of the Association or Board to take some action or perform some 
function required of it, or for inconvenience or discomfort arising from the making of repairs or improvements, or 
from any other action it takes. 

11.18 Certificate. Upon written request, the Association shall furnish to any Owner liable for any type 
of Assessment a certificate in writing signed by an Association officer setting forth whether such Assessment has 
been paid. Such certificate shall be conclusive evidence of payment. The Association may require the advance 
payment of a reasonable processing fee for the issuance of such certificate. 
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Article 12 

ENFORCEMENT 

12.1 Violation of General Protective Covenants. In the event that any Owner constructs or permits 
to be constrncted on his Unit an Improvement contrary to the provisions of this Declaration, or violates any 
provisions of the Governing Documents, then the Association acting through the Board shall notify the Owner in 
writing of any such specific violations. If the Owner is unable, is unwilling, or refuses to comply with the 
Association's specific directives for remedy or abatement, or the Owner and the Association cannot agree to a 
mutually acceptable solution within the framework and intent of this Declaration, after notice and opportunity to be 
heard and within fifteen (15) days after issuing written notice to the Owner, then the Association acting through the 
Board, shall have the right to do any or all of the following: 

(a) Assess reasonable fines against such Owner based upon a resolution adopted by the 
Board of Directors that is delivered to each Unit, mailed to the mailing address of each Unit or mailed to the mailing 
address designated by the owner of each Unit in writing, which fines shall constitute Individual-Assessments for 
purposes of this Declaration; 

(b) Enter the offending Unit and remove the cause of such violation, or alter, repair or 
change the item which is in violation of this Declaration in such a manner as to make it conform thereto, in which 
case the Association may assess such Owner for the entire cost of the work done, which amount shall be payable to 
the Operations Fund as an Individual Assessment, provided that no items of construction shall be altered or 
demolished in the absence of judicial proceedings; 

( c) Cause any vehicle parked in violation of this Declaration or the Policies and Procedures 
to be towed and impounded at the Owners' expense; 

( d) Suspend the voting rights, any utility services paid for out of Assessments and the right to 
use the Conm1011 Areas for the period that the violations remain unabated, provided that the Association shall not 
deprive any Owner of access to and from his Unit in the absence of a foreclosure thereof or court order to such 
effect; and 

( e) Bring suit or action against the Owner on behalf of the Association and other Owners to 
enforce this Declaration. 

12.2 Default in Payment of Assessments; Enforcement of Lien. If an Assessment or other charge 
levied under this Declaration is not paid within thirty (30) days after its due date, such Assessment or charge shall 
become delinquent and shall bear interest :from the due date at the rate set forth below. In such event the 
Association may exercise any or all of the following remedies: 

(a) The Association may suspend such Owner's voting rights, any utility service paid for out 
of Assessments and right to use the C01mnon Areas until such amounts, plus other charges under this Declaration, 
are paid in full and may declare all remaining periodic installments of any General Assessment inunediately due and 
payable. In no event, however, shall the Association deprive any Owner of access to and from the Owner's Unit in 
the absence of a foreclosure thereof or court order to such effect. 

(b) The Association shall have a lien in accordance with ORS 94.709 against each Unit for 
any Assessment levied against the Unit, including any fines or other charges imposed under this Declaration or the 
Bylaws against the Owner of the Unit and may foreclose such lien in the maimer provided in ORS 94.709. 

( c) The Association may bring an action to recover a money judgment for unpaid 
Assessments under thls Declaration without foreclosing or waiving the lien described in paragraph (b) above. 
Recove1y on any such action, however, shall operate to satisfy the lien, or the portion thereof, for which recovery is 
made. 
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(d) The Association shall have any other remedy available to it by law or in equity. 

12.3 Interest, Late Charges and Expenses. Al1y amount not paid to the Association when due in 
accordance with this Declaration shall bear interest from the due date until paid at a rate that is the greater of 
eighteen percent (18%) per annum or tln·ee percentage points per annum above the prevailing Pmiland, Oregon 
prime rate as of the due date, or such other rate as may be established by the Board of Directors, but not to exceed 
the lawful rate of interest under the laws of the State of Oregon. A late charge may be charged for each delinquent 
Assessment in an amount established from time to tin1e by resolution of the Board of Directors, which resolution is 
delivered to each Unit, mailed to the mailing address of each Unit or mailed to the mailing addJess designated by the 
Owner in writing, together with all expenses incurred by the Association in collecting ~uch unpaid assessments, 
including attorneys, fees (whether or not suit is instituted). In the event the Association shall file a notice of lien, t11e 
lien amount shall also include the recording fees associated with filing t11e notice, and a fee for preparing the notice 
of lien, established from time to time by resolution oftl1e Board of Directors. 

12.4 Costs and Attorneys' Fees. In the event the Association shall bring any suit or action to enforce 
this Declaration, the Bylaws of the Association or tl1e Rules and Regulations, or to collect any money due hereunder 
or to foreclose a lien, the Owner-defendant shall pay to the Association all costs and expenses incurred by it :in 
com1ection with such suit or action, including a foreclosure title report, and the prevailing paiiy in such suit or action 
shall recover such amount as the court may determine to be reasonable as attorneys' fees at trial and upon any 
appeal or petition for review thereof or in connection wifu any banlauptcy proceedings or special bankruptcy 
remedies. 

12.5 Assignment of Rents. As security for the payment of all liens arising pursuant to this Article 12, 
each Owner hereby gives to and confers upon the Association the right, power and authority, during the continuance 
of such ownership, to collect fue rents, issues and profits of the Owner's Unit, reserving unto the Owner the right, 
prior to any default by such Owner in performance of that Owner's obligation under this Declaration or the Bylaws 
to collect and retain such rents, issues and profits as they become due and payable. Upon any such default, the 
Association may, at any time after ten (10) days written notice to such Owner, either in person, by agent or by a 
receiver to be appointed by a comi of competent jurisdiction, and without regai·d to the adequacy of any security for 
such indebtedness, enter upon and take possession of such Owner's Unit or any pmi thereof, in its own name sue for 
or otherwise collect such rents, issues and profits, including those past due and unpaid, and apply the same, less 
costs and expenses of operation and collection, including reasonable attorneys' fees, in payment of any indebtedness 
to the Association or in performance of any agreement hereunder, and in such order as the Association may 
determine. Such action shall not cure nor waive any default hereunder or invalidate any act done pursuant to this 
Declaration. The assignment of rents and powers described in the foregoing section shall not affect, and shall in all 
respects be subordinate to, the rights and powers of the holder of any first or second Mortgage on any Unit, or any 
part thereof, to do the same or similar acts. 

12.6 Nonexclusiveness and Cumulation of Remedies An election by the Association to pursue any 
remedy provided for violation of this Declaration shall not prevent concurrent or subsequent exercise of another 
remedy permitted under this Declaration. The remedies provided in this Declaration are not exclusive but shall be in 
addition to all other remedies, including actions for damages and suits for injm1ctions and specific performance, 
available under applicable law to the Association. In addition, any aggrieved Owner may bring an action against 
another Owner or the Association to recover damages or to enjoin, abate or remedy any violation of this Declaration 
by appropriate legal proceedings. 

12.7 Dispute Resolution 

(a) Mediation. 

(i) Except as otherwise provided in this section, before initiating litigation, 
mbitration or an administrative proceeding in which the Association and an Owner have an 
adversarial relationship, the party that intends to initiate litigation, arbitration or an administrative 
proceeding shall offer to use any dispute resolution program available within Klamath County, 
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Oregon, that is in substantial compliance with the standards and guidelines adopted under ORS 
36.175. The written offer must be hand-delivered or mailed by certified mail, return receipt 
requested, to the address, contained in the records of the Association, for the other party. 

(ii) If the party receiving the offer does not accept the offer within ten (10) days 
after receipt of the offer, such acceptance to be made by written notice, hand-delivered or mailed 
by certified mail, return receipt requested, to the address, contained in the records of the 
Association, for the other party, the initiating party may commence the litigation, arbitration or 
administrative proceeding. The notice of acceptance of the offer to paiiicipate in the program 
must contain the name, address and telephone number of the body administering the dispute 
resolution program. 

(iii) If a qualified dispute resolution program exists within Klamath County, Oregon 
and an offer to use the program is not made as required under paragraph (a) of this section, then 
litigation, arbitration or an adminisirntive proceeding may be stayed for thirty (30) days upon a 
motion of the non.initiating party. If the litigation, arbitration or administrative action is stayed 
under this paragraph, both parties shall participate in the dispute resolution process. 

(iv) Unless a stay has been granted under paragraph (a)(iii) of this section, if the 
dispute resolution process is not completed within thirty (3 0) days after receipt of the initial offer, 
the initiating paiiy may commence litigation, arbitration or an administrative proceeding without 
regard to whether the dispute resolution is completed. 

(v) Once made, the decision of the court, arbitrator or administrative body arising 
from litigation, ai·bitration or an administrative proceeding may not be set aside on the grounds 
that ai1 offer to use a dispute resolution program was not made. 

(vi) The requirements of this section do not apply to circumstances in which 
irreparable harm to a party will occur due to delay or to litigation, arbitration or an administrative 
proceeding initiated to collect Assessments, other than Assessments attributable to fmes. 

(b) Costs and Attorneys' Fees. The fees of any mediator and the costs of mediation shall be 
divided and paid equally by the parties. Each party shall pay its own attorneys' fees and costs in comiection with 
any mediation. Should ai1y suit, action or arbitration be commenced in connection with any dispute related to or 
arising out of this Declaration or the Bylaws, to obtain a judicial constmction of any provision of the Declaration or 
the Bylaws, to rescind this Declaration or the Bylaws or to enforce or collect any judgment or decree of any court or 
any award obtained during arbitration, the prevailing paiiy shall be entitled to recover its costs and disbursements, 
together with such investigation, expert witness and attorneys' fees incun-ed in connection with such dispute, as the 
court or arbitrator may adjudge reasonable, at trial, in the arbitration, upon any motion for reconsideration, upon 
petition for review, and on any appeal of such suit, action or ai·bitration proceeding. The determination of who is the 
prevailing party and the amount of reasonable attorneys' fees to be paid to the prevailing paiiy shall be decided by 
the arbitrator (with respect to attorneys' fees incuned prior to and during the arbitration proceeding) and by the comi 
or courts, including any appellate or review court, in which such matter is tried, heard or decided. 

( c) Survival. The mediation agreement set forth in this Section 12.7 shall survive the 
transfer by any party of its interest or involvement in the Prope1iy and any Unit therein and the tennination of this 
Declai·ation. 
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Article 13 

MORTGAGEES 

The following provisions are for the benefit of holders, insurers and guarantors of first Mo1tgages on Units. 
The provisions of this Aiticle apply to both this Declaration and to the Bylaws, notwithstanding any other provisions 
contained therein. 

13 .1 Subordination of Lien to Mortgages. The lien of the Assessments or charges provided for in 
this Declaration shall be subordinate to the lien of any Mmtgage on such Unit which was made in good faith and for 
value and which was recorded prior to the recordation of the notice of lien. Sale or transfer of any Unit shall not 
affect the Assessment lien, but the sale or transfer of any Unit which is subject to any m01tgage or deed of trust 
pursuant to a decree of foreclosure or nonjudicial sale thereunder shall extinguish any lien of an Assessment notice 
of which was recorded after the recording of the Mortgage. Such sale or transfer, however, shall not release the Unit 
from liability for any Assessments or charges thereafter becoming due or from the lien of such Assessments or 
charges. 

13.2 Reimbursement of First Mortgagees. First mortgagees of Units may, jointly or singly, pay taxes 
or other charges which are in default and which may or have become a charge against any Common Areas and may 
pay overdue premiums on hazard insurance policies or secure new hazard insurance coverage on the lapse of a 
policy, for such Common Area. First mortgagees making such payments shall be owed immediate reimbursement 
therefor from the Association. 

13 .3 Notification of First Mortgagee. If a first Mortgagee has requested such notice in writing from 
the Association, the Board shall notify such Mortgagee of any individual Unit of any default in performance of this 
Declaration by the Owner which is not cured within sixty (60) days after notice of default to the Owner. 

13.4 Notice to Association. Upon request, each Owner shall be obligated to furnish to the Association 
the name and address of the holder of any Mortgage encumbering such Owner's Unit. 

Article 14 

AMENDMENT AND REPEAL 

14.l How Proposed. Amendments to or repeal of this Declaration shall be proposed by either a 
majority of the Board of Directors or by Owners holding thirty percent (30%) or more of the Association's voting 
rights. The proposed amendment or repeal must be reduced to writing and shall be included in the notice of any 
meeting at which action is to be taken thereon or attached to any request for consent to the amendment or repeal. 

14.2 Approval Required. This Declaration, or any provision thereof, as from time to time in effect 
with respect to all or any part of the Property, may be amended or repealed by the vote or written consent of Owners 
representing not less than seventy-five percent (75%) of the Units, based upon one vote for each such Unit, together 
with the written consent of the Class B Member, if such Class B membership has not been tenninated as provided in 
this Declaration. In no event shall an amendment under this section create, limit or diminish special Declarant rights 
without Declarant's written consent, or change the boundaries of any Unit or any uses to which any Unit is restricted 
under this Declaration or change the method of determining liability for common expenses, the method of 
determining the right to common profits or the method of detennining voting rights of any Unit unless the Owners 
of the affected Units unanimously consent to the amendment. Declarant may not amend this Declaration to increase 
the scope of special Declarant rights reserved in this Declaration after the sale of the first Unit unless Owners 
representing seventy-five percent (75%) of the total vote, other than Declarant, agree to the amendment. 

14.3 Recordation. Any such amendment or repeal shall become effective only upon Recordation in the 
Deed Records of Klamath County, Oregon of a ce1tificate of the president and secretary of the Association setting 
forth in full the amendment, amendments or repeal so approved and certifying that such amendment, amendments or 
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repeal have been approved in the manner required by this Declaration and ORS 94.590, and aclmowledged in the 
manner provided for aclmowledgment of deeds. 

14.4 Regulatorv Amendments. Notwithstanding the provisions of Section 14.2 above, until the 
Turnover Meeting has occurred, Declarant shall have the right to amend this Declaration or the Bylaws of the 
Association in order to comply with the requirements of any applicable statute, ordinance or regulation or of the 
Federal Housing Administration; the United States Department of Veterans Affairs; the Fanners Home 
Ad:ministration of the United States; the Federal National Mmigage Association; the Government National 
Mortgage Association; the Federal Home Mmigage Loan Corporation, any department, bureau, board, cmmnission 
or agency of the United States or the State of Oregon; or any corporation wholly owned, directly or indirectly, by the 
United States or the State of Oregon that insures, guarantees or provides financing for a planned community or lots 
in a plaimed community. After the Turnover Meeting, any such amendment shall require the approval of a majority 
of the voting rights of the Association voting in person, by proxy or by ballot at a meeting or ballot meeting of the 
Association at which a quorum is represented. 

Article 15 

MISCELLANEOUS PROVISIONS 

15.1 No Implied Obligations Nothing in this Declai·ation shall be construed to require Declai·ant or 
any successor to subject Additional Property to this Declaration or to improve or develop any of the Property or to 
do ·so for any particulai· uses. 

15.2 Right to Approve Additional Covenants. No Person shall record any declaration of covenants, 
conditions, and restrictions, declaration of condominium or similar instrument affecting any portion of the Property 
without Declarant's prior written consent. Any attempted recordation without such consent shall result in such 
instmment being void and of no force or effect unless subsequently approved in writing by Declarant. 

15.3 Right to Transfer or Assign Declarant's Rights. Any or all of Declai·ant's rights and related 
obligations under this Declaration may be transferred in whole or in pa1i to other Persons; provided, the transfer 
shall not reduce an obligation nor enlarge a right beyond that which Declarant then has under this Declai·ation. No 
such transfer or assignment shall be effective unless it is in a written instrument signed by Declarant and Recorded. 
The foregoing sentence shall not preclude Declarant from permitting other Persons to exercise, on a one time or 
limited basis, any right reserved to Declarant in this Declaration where Declai·ai1t does not intend to transfer such 
right in its entirety, and in such case it shall not be necessary to record any written assignment. 

15 .4 Joint Owners. Unless otherwise provided in a Neighborhood Declaration, in any case in which 
two or more Persons share the ownership of any Unit, regardless of the fonn of ownership, the responsibility of such 
Persons to comply with this Declaration shall be a joint and several responsibility and the act or consent of any one 
or more of such Persons shall constitute the act or consent of the entire ownership interest; provided, however, that 
in the event such Persons disagree among themselves as to the manner in which any consent shall be given with 
respect to a pending matter, any such Person may deliver written notice of such disagreement to the Association, and 
the right of consent involved shall then be disregarded completely in determining the proportion of consents given 
with respect to such matter. 

15.5 Lessees and Other Invitees. Lessees, licensees, invitees, contractors, family members, guests, 
and other Persons entering the Property under rights derived from an Owner shall comply with all of the provisions 
of this Declai·ation restricting or regulating the Owner's use, improvement or enjoyment of his or her Unit and other 
areas within the Property. The Owner shall be responsible for obtaining such compliai1ce and shall be liable for any 
failure of compliance by such Persons in the same manner and to the same extent as if the failure had been 
committed by such Owner. 

15.6 Notice of Sale or Transfer of Title. Any Owner selling or otherwise transferring title to his or 
her Unit shall give the Association written notice within seven (7) days after such transfer of the name and address 
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of the purchaser or transferee, the date of such transfer of title, and such other infonnation as the Association may 
reasonably require. The transferor shall continue to be jointly and severally responsible with the transferee for all 
obligations of the Owner of the Unit, including Assessment obligations, until the date upon which such notice is 
received by the Board, notwithstanding the transfer of title. 

15.7 Exclusive Rights to Use Name of Development. No Person shall use the name "RidgeWater" or 
any derivative of such name in any printed, digital (i.e. internet) or other promotional or commercial material 
without Declarant's prior written consent. However, an Owner may use the name "Ridge Water" where such term is 
used solely to specify that the Owner's property is located within the Property and Neighborhood Associations shall 
be entitled to use the words "Ridge Water" in their names. In no event shall any Owner enter into an agreement with 
any third party for the sale, rental or management of the Owner's Unit which agreement purports to grant any right 
to such third party to use the name "Ridge Water" or any derivative of such name in violation of this provision. 

15. 8 Nonwaiver. Failure by the Association or by any Owner to enforce any covenant or restriction 
contained in this Declaration shall in no event be deemed a waiver of the right to do so thereafter. 

15 .9 Construction; Severability; Number; Captions. This Declaration shall be governed and 
construed under the laws of the State of Oregon. It shall be liberally construed as an entire document to accomplish 
the purposes hereof as stated in the introductory sections of this Declaration. Nevertheless, each provision of this 
Declaration shall be deemed independent and severable, and the invalidity or partial invalidity of any provision shall 
not affect the validity or enforceability of the remaining part of that or any other provision. 

15 .10 Terminology and Captions. As used in this Declaration, the singular shall include the plural and 
the plural the singular, and the masculine and neuter shall each include the masculine, feminine and neuter, as the 
context requires. All captions used in this Declaration are intended solely for convenience of reference and shall in 
no way limit any of the provisions of this Declaration. 

15 .11 Notices and Other Documents. Any notice or other document permitted or required by this 
Declaration may be delivered either personally or by mail. Delivery by mail shall be deemed made twenty-four (24) 
hours after having been deposited in the United States mail as certified or registered mail, with postage prepaid, 
addressed as follows: (a) Ifto Declarant or the Association, 5115 Running Y Road, Klamath Falls, Oregon 97601; 
(b) if to a Neighborhood Association, to the address designated by such Neighborhood Association in writing with 
the Association, or at the principal office of such Neighborhood Association; or (c) if to an Owner, to such Owner at 
the address of such Owner's property within the jurisdiction of the Association or such other address as it has 
registered with the Association. If to an Owner, at the address given by the Owner at the time of purchase of a Unit, 
or at the Unit. The address of a party may be changed at any time by notice in writing delivered as provided in this 
section. 

(remainder of page intentionally left blank) 
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IN WITNESS WHEREOF, Declarant has executed this Declaration as of the day and year first written 
above. 

STATE OF OREGON 

COUNTY OF \})q,£c,hit.-ftp 

) 
)ss. 
) 

Rum1:ing Y Resort , Inc. 
an Oregon corporation doing business as 
RIDGEWATER PROPERTIES 

:~-=---i-T--dinl-~~~ 

, This J\~sn,ument was aclmowledged before me this ~ day of Seplt,tWPY. 200ll2_, by 
____ .. ,___.._ e,c..=.'.xn-=..+-[_._Hal~~:ii...__lS==--------' the Pre.iJ~J/t.f of Running y Resort, Inc., an Oregon 
corpo~ation, on its behalf. 

Notary Public 
My commission expires: 
Commission No.: l.o(C5/ WD1 
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EXHIBIT A 

All of the real property shown on the plat of Tract 1472, Ridge Water Subdivision, Phase 1 recorded 
September 6, 2006, in the Records of Klamath Cotmty, Oregon as Document No. 2006-17961, except Lot 
105, Lot 106 and Lot 108. 
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EXHIBITB 

Neighborhoods and Land Classifications Within Initial Development 

All of the following described property as shown on Tract 1472, Ridge Water Subdivision, Phase 1 plat recorded 
September 6, 2006 in the Records of Klamath County, Oregon as Document No. 2006-17961: 

Neighborhoods - There are no Neighborhoods in the Initial Development at this time. 

Units - Lots 1 through 104 and Lot 107 

Common Areas - All roadways as shown on the above-referenced plat; and 
Conunon Area lots "A" through "T" 

Excluded Areas - Lots 105, 106 and 108 

ExhibitB 
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DECLARATION OF PROTECTIVE COVENANTS, 
CONDITIONS, RESTRICTIONS AND EASEMENTS FOR 

RUNNING Y RANCH RESORT 

.j 
TillS DECLARATION is made this.~ !~day of &cia..s;~ 

by RUNNING Y RESORT, INC., an Oregon corporacion ("Dedarant"): : 
I ~ . 

RECITALS: 

23SSS 

, 199 i:_, 

A. Declaranc owns approximately 3 ,540 acres within Klamath County, Oregon. 
adjacent to Klamar.h Lake. Declaram proposes (Q develop p~rtions of such property I together with 
oc.her propeny that may subsequently be acquired by Declarant, as a planned development to be 
known as ''Running Y Ranch Resort" pursuaiit to a Master Plan approved by Klamarh County, 
Oregon. Declarant reserves the right ro amend such Master Plan, subject to any approvals 
required by Klamath Councy, Oregon. 

B. Purchasers of property wir.hin Running Y Ranch Resort hereby consent to the 
Master Plan for Running Y Ranch Resort, as the same may hereafter be amended. By adoption. 
of such Master Plan and thls Declaration, Declarant is not committing itself to take any. action- for 
which definite provision is not made below. One who acquires property in Running Y .Ranch 
Resort wiil have the advantage of any funher development of Running Y Ranch Resort; but shall 
not have any legal right to insi5t that there be development except as provided in r.his insnument 
or in the insaumencs which hereafter may be recorded annexing areas to Running· Y Ranch Resort 
and subjecting areas to this Declaration. 

C. Declarant anticipates that Running Y Ranch Resort may includ~ a variety of 
different types of development parcels. For example, residential parcels within Running Y Ranch 
Resort may include single~family lots, townhouses, zero lot line or other common wall type 
structures, condominiums, fractional ownership dwellings, or timeshare interests.· Recreation 
facilities may include facilities that are common areas for Running Y Ranch.Resort and available. 
only for use by Running Y Ranch Reson owners. Other recreation facilities, including one or 
more golf courses, may be privately owned by Declarant or third. parties and available for use by 
the public. Finally, Running Y Ranch Reson .may include one or more commercial developments~ 
all in accordance with the Master Plan, as the same may hereafter be amended. 

D. Declarant has recorded the plat of Running Y Resort, Phase 1 in the Plat Records 
of Klamath County, Oregon. Declarant proposes to subject the property described in such plat, 
except Lots 83 through 95 thereof, Running Y Road, Coopers Hawk Road and Osprey Lane, as 
shown thereon, to the conditions, restrictions, charges and easemems set forth in this Declaratio'n 
for the benefit of such property and its present and .subsequent owners, and to establish such 
property as the first phase of Running Y Ranch Resort and as a separate Project within Running Y 
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Ranch Resort to be known as 11 Ridge View Homesites." Additional areas and ProjectS may be 
annexed to Running Y Ranch Resort in accordance wirh the provisions sec forth in this 
Declaration. 

NOW, THEREFORE., Declarant hereby declares that the 'property described in 
the Plat of Running Y Resort, Phase iJ except Lors 83 through 95 thereof, iRunning Y Road and 
Coopers Hawk Road and Osprey Lane as shown chereon, shall be held, sold apd conveyed subject 
to me following easements, covenants, restrictions and charges, which will run wim such property 
and shall be binding upon all parties 1 having or acquiring any right, tide.'.. or !merest in such 
property or any part thereof and shall inure to the benefir of each owner thereof. 

ARTICLE 1. 

DEFINITIONS 

As used in this Declaration, the tenns set forth below shall have the following 

meanings: 

1.1 "Additional Property'' means any land, whether or not owned by Declaranr. which 
is made subjecr to this Declaration as provided in Seccion 2.2 below. 

1.2 " Assessments 11 means all assessments and other charges, fines and fees imposed 
by me Association on an Owner in accordance wirh this Declaration, including, without limitation, 
Annual Assessments, Special Assessments, Emergency Assessments, Lim.ired Common Area 
Assessrnenrs and Individual Assessments as described in Article 11.3 below. 

1. 3 " Assessment Unit" means a factor assigned to each Loe in accordance with 
Section 11.3 below for purposes of derermining such Loe' s pro rata share of Annual Assessments, 
Special Assessments, Limited Common Area Assessmenrs and Emergency Assessments. 

1.4 "Association" means the nonprofit corporarion to be formed to· serve as the owners 
associacion as provided in Article 9 below, and its successors and assigns .. 

1.5 11 Architectural Review Commjttee 11 or the "Committee 11 means the committee 
appointed pursuant to Article 8 hereof. 

1.6 ''Commercial Lot" and "Commercial Living Unit" mean, respectively, any Lot 
or Living Unit used for nonresidential, commercial purposes, including; without limitation1 rental 
apartment and hotel. motel or 1odge-cype projects and retail, restaurant~ lounge o.r recreational 
uses, and designar.ed as such in che Declaration annexing such Lot to Running Y Ranch Resort. 

1.7 "Commercial Project" means any Proj,ect consisting of one or more Commercial 
Locs or Commercial Living Unirs. 
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1. 8 "Common Areas" means those private ways, lots or tracts designated as such on 
any pla[ of the Property, or in this Declaration or any declaration annexing Additional Property 
co Runnillg Y Ranch Resort, including any Improvements thereon. and shall also include Common 
Easement Areas~ Limired Common Areas and any Locs convened to Cornmpn Areas as provided 
in Section 3 .3 below. 

,j 
1. 9 "Common Easement Areas'' means those easements cscab1ished for r.he benefit of 

all properry within Running Y Ra:qch Resort pursuant to any plar or :d~claration annexing 
additional property to Running Y Ranc.h Reson. ~ ~ 

1.10 "Condominium" means any propeny submitted [O the Oregon Condominium Act 
in the manner provided by ORS Chapcer 100 or irs successors. 

1.11 "Dedarant" means Running. Y Resort, Inc., an Oregon corporarion, and irs 
successors and assigns if such successor or assignee should acquire Dec!aram' s inrerest in the 
remainder of the proposed developmem. or less than ail of such property if a recorded instrument 
cxecmed by Declaranc assigns to the transferee all of Declarant' s rights under this Declaration. 

1.12 "f'n2lf Course 11 means any golf course or courses within or adjacem ro the Resort. 

1.13 "Golf Course Owner'' means the person or emity operaring or owning ~y Go.if 
Course. In the event there is more r.han one operaror or owner. me tenn shall mean all such 
operarors and owners. 

1.14 "Improvement" means every structure or improvemem of any kind, including but 
nor limited ro a fence, wall, driveway, swimming pool, storage shelter or orher product of 
construction efforts on or in respect [0 the Propeny. 

1.15 "Initial Development" means the real property referred 'to in Section 2.1 below. 

1.16 "Limited Common Areas 11 means those Common Areas for the exclusive-use of 
certain Lots as designated in th.is Declaration or the declaration annexing property to Running Y 
Ranch Reson, and shall include Project Common Areas in Projects that do not have an 
Association. 

1.17 "Living Unit" means a building or a portion of a building locaced upon. a Lot 
wirhin the Property and designaced for separace residencial occupancy, including a house, 
apartment or dwelling unit within a multiple occupancy building and a Condomini~rn unit. 

1.18 ''Lilt" means a platted or partitioned lot, tract or Condominium unit within the 
Property, with the exception of any tract or loc marked ·on a plat of the Property as being common 
or. open space or so designated in this Declaration or the declaration annexing such property to 
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Running Y Ranch Resort. Lot does not include Common A..reas, Project Common .A.reas or Public 

Areas. 

_1.19 "Master Plan" means the Master Plan of Running Y Ranch Resort approved by 
Klamath County, Oregon, as the same may hereafter be amended . 

. J 
1.20 ''Mortgage" means a mortgage or a trust deed; "mortgagee'; means a mongagee 

or a beneficiary of a crust deed; and "mortgagor 11 means a mortgagor or a grf.11tor of a tru5t deed. 
i ·. 

1.21 "Qwnerll means the person or persons, including Declaram, owning any Loe in the 
Property, but does not include a r.enarn or holder of a leasehold imerest or a person holding only 
a securicy interest in a LoL The righc:.s, obligations and other srarus of being an Owner commence 
upon acquisition of the ownership of a Lot and terminate UpDn disposition of such ownership, but 
termination of ownership shall not discharge an Owner from obligadons incurred prior to 

tenninarion. 
.~ 

1.22 "Policies and ?rocedures" means those polic:es, procedures, rules and regularions 
adopced by the Association pursuant m the authority gramed in this Declaration, as the same may 
be amended from rime to time. 

1.23 "Projett'' means any separately designated and developed area constructed upon 
a portion of the Property and comprised of discrete types of developmem or use, induding, 
without limitation, the following types of uses: 

(a) A Condominium project: 

(b) A rimeshare or fractional incerest project; 

(c) A hotel, morel, lodge or similar building or group of buildings; 

(d) An apartment or residential rental building or group of buildings; 

(e) A residential development of single-family detached houses; 

(f) Residential development of multi-plex, townhomes or zero lot line homes; 

(g) A commercial development of any kind, including retail, restaurant, lounge 
or recreational uses; or 

(h) Any other separately designated area within Running Y Ranch Resort 
devoted to a discrete purpose. 
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Any such Project shall be designated as a Project in the Project Declaration, this Declaration or 
the declaration annexing such porrion of the Property to Running Y Ranch Resort. 

1.24 "Project Assessments:' means assessments levied pursuant to a specific Project 

Declaration. 1 

.J 
1.25 "Project Association" means any association established fdr a specific Project 

pursuant to a Project Declaradon. 
l : 
: !.. 

1.26 "froject Committee" means a committee appoimed or elected for a Project 
pursuant to Section 9 .13 below. 

1.27 "Project Common Area" means the area within a Project restricted in whole or 
in pan to common use primarily by or for the ... benefit of the Owners wiiliin c.he Project and their 
families. tenants, employees, guests and invitees. 

1.28 "Project Dedaration" means a declaration of easements, covenants, conditions and 
restrictions establishing a plan of Condominium ownership or wwnhouse ownership, fractional 
ownership, timeshare ownership or otherwise imposing a unified development scheme on a 
panicular Project. 

1.29 11 Prnjett Parcel" means the portion of the Resort upon which a Project is located, 
as indicated, if appropriate, on the plat relating to the Project and as designated in the Project 

Declaration. 

1.30 "Public Areas" means areas dedicated ro the public or established for public use 
in any plat of the Property, or so designated in this Declaration or the Declaration annexing such 
property to Running Y Ranch Resorr. 

1.31 "Recreational Fadlities 11 means recreational facilities or amenmes owned by 
Declarant or any third parry and located on the Property from time to time, including, but not 
limited to one or more Golf Courses and clubhouse, and parking for any ·such facilities. 

1.32 "Residential IA>ts,. and "Residential Living UnitS 11 mean, respectively, those Lots 
or Living Units to be used for residential purposes, exclusive of rental aparonent and hotel, morel 
and lodge-type projects, and designated as such in this Declaration or in the declaration annexing 
such Lots to Running Y Ranch Resort. · 

1.33 "Resort" means Running Y Ranch Resort. 

1.34 "Running Y Ranch Resort" means the Initial Development and any Additional 
Property annexed to this Declaration. 
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1.35 "Sold" means that legal title has been conveyed or that a contract of sale has been 
executed and recorded under which the purchaser has obtained the right to possession. 

1.36 ''This Declaration" means all of the easements, covenanIS, r~strictions and charges 
set forth in this Declaration, together Fith any Poli~ies and. Pro.cedures pr?mul~ated hereunder, 
as the same may be amended or suppk.tnenced from nme to tlffie 111 accordance with me provisions 
hereof, including the provisions of any supplememal declaration annexing pTtjperty ro Running y 
Ranch Resort. i \ 

~ ~ . 
1.37 "Voting Unit" means any one or more of the interests in the Resort designated in 

Section 9. 3 be!ow, to which a right to voce in Association matters is allocated. 

ARTICLE 2. 

PROPERTY SlJB.lECT'"TO TIDS DECLARATION 

2.1 Initial Deyeiopment. Declaranr hereby declares that ail of the real properry 
described below is owned and shall be owned. conveyed, hypothecated, encumbered, used, 
occupied and improved subject: ro this Declaration: 

All that certain real property located in Klamath Coumy, Oregon. in that certain 
plat entitled "Running Y Resort, Phase l" filed in the plat records of Klamath 
Coumy, Oregon, on the ~...,_~day of /h.eou's,.- , 199~ in Book o?.d , page· 

Ii.::; · L·/' , except Lots 83 through 95 thereof, Running Y Road, Coopers Hawk Road 
and Osprey Lane, as shown on such plat. 

The Initial Developmem contains 82 single-family Lots and will contain not more than 82 Living 
Units. 

2.2 Annexation of Additional Property. Declaram may from time to rime and in its 
sole discretion annex to Running Y Ranch Resort as Additional Property any real property now 
or hereafter acquired by ir, and may also from time co time and in its sole disc~etion permir other 
holders of real property to annex the real property owned by them tQ Running Y Ranch Resort~ 
The annexation of such real property shall be accomplished as.follows: 

(a) The owner or owners of such real property shall record a declaration which 
shall be execured by or bear the approval of Declaranr and shall. among other things, describe the 
real property to be annexed, designate the Project of which such property is a part, establish land 
classifications for the Additional Property, establish any additional limitations, uses, restrictions, 
covenants and conditions which are intended to be applicable co such property, and declare that 
such property is held and shall be held, conveyed, hypothecated, encumbered, used, occupied and 
improved subject to this Declaration. 
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(b) The property included in any such annexation shall thereby become a part 
of Running Y Ranch Resort and this Declaracion. and Declarant and the Association shall have 
and shall accept and exercise adminiscracion of this Declaration with respec-r to such Addirional 

Property. 
' 

(c) Notwithstandint any provision apparently to me conuky, a declaration with 

respect to any Addirional Property may: i ; 

I I 

(i) establish 1such new land classifications and Such limitations, uses, 
restrictions, covenanrs and conditions with respect to such property as Declaram may deem 
to be appropriate for the dev~lopmem of the Additional Property. 

(ii) with respect to existing land classifications, establish additional or 
different limitacions, uses, restrictions, covenants and conditions wim respect to such 
property as Declarant may deem to be·ippropriate for the development of such Additional 

Properry. 

(d) There is no lirniration on the number of Locs or Living Units which 
Declaram may create or annex to Running Y Ranch Reson:, except as may be established by 
applicable ordinances of the Klamath Counry, Oregon. Similarly, there is no limiracion on the 
right of Declaram to annex common propeny, except as may be esrablished by Klamath c;:ounry, 

Oregon. 

(e) Upon annexation, additional Lors so annexed shall be enrirled to voring 
rights as set form in Section 9 .3 below. 

(f) The formula to be used for reallocating the common expenses if additional 
Lacs are annexed and the manner of reapportioning the common expenses if additional Lots are 
annexed during a fiscal year are set forth in Section 11. 9 below. · · 

2.3 Improyemeiits. Declarant does not agree to build any Improvements oilier than 
as specified in any Property Report issued pursuam to the Interscate Land Sales Full .Disclosure 
Act, but may elect, ac its opcion, to build additional Improvements .. 

2.4 Withdrawal of Property. Declarant may withdraw property from Running Y 
Ranch Resort by an amendment to Utis Decl~ration executed by Declaram and recorded in· the 
Deed Records of Klamath County, Oregon. All voting rights otherwise allocated to Locs being 
withdrawn shall be eliminated, and the common expenses shall be reallocated co the remaining 
Lots as provided in Section 11.9 below. Such withdrawal may be accomplished without prior 
norice and wic.hout the consent of any Owner if such withdrawal (a) is of all or a portion of the 
Initial Development or Additional Property annexed pursuant to a declararion described in 
Section 2.2 ar any time prior to the sale of the first Lot in the plat of the Initial Development. or 
in the case of Additional Properry, prior to the sale of the first Lot in the property annexed by a 
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supplemental declaration, or (b) if the property to be withdrawn was originally included in error 
or if the withdrawal is for the purpose of making minor adjusunems to boundary lines which do 
nae reduce the total number of Living Units. In addition, Declaram may withdraw any property 
rhen owned by Declarant or the Association if such withdrawal is a reslflt of any changes in 
Declaram' s plans for the Resort, provided that such witlldrawal is noc unequivocally contrary to 

the overall; uniform scheme of develaPment for the Resort and is approved by a majoriry of the 
voting rights of the Association. i i_ 

I ARTICLE 3. 
I l 
~ :.. : 

PROJECT DESIGNATION AND LAND CLASSIFICATIONS 

3 .1 Project Designation. Ridge View Hornesites, consisting of Lots 1 throu·gh 82 of 
the Inicial Development, roger.her witll such Additional Property declared ro be part ofsuch Proj~t 
in any supplemental declaration annexing Additional Property to Running Y Ranch Resort, is 
hereby designared as a Project within Running Y Ranch Resort. 

3 .2 Land Classifications Within Initial Development. All land within the Inirial 
Development is included in one or anorher of the following classifications: 

(a) Residential Lots, which shall consist of all Lots included wirhin ~~ Initial 
Development. 

(b) Common Areas, which shall be the private ways shown as Thrush Lane, 
Sisken Lane, Kestrel Road, Merganser Road and Towhee Lane on the piar of the Initial 
Development. 

(c) There are no Common Easement Areas, Limired Common Areas, Project 
Common Areas or Public Areas in the Initial Development. 

3.3 Conyersion of Residential or Commercial Lots to Common Areas. Declaram 
may elect to build common facilities on one or more Residential or Commercial Lots and 
designate such Lots as Common Areas by a declaration recorded in ~e deed records of KJamam 
County. Such declaration shall be executed by Declaranc, as owner of the Lots. 

3 .4 Consolidation of Lots. The Owner of two adjoining Lots, with the approval of 
Declarant and the Architectural Review Committee, may elect to consolidate such Lots into one 
Lot. The consolidation shall be effected by the Owner's recording in the deed records· of Klamath 
County a declaration stating that the two Lots are consolidated, which declaration shall include 
a written consent executed on behalf of the Architectural Review Comminee by at least one 
member the Committee. Thereafter, the consolidated Lots shall constitute one Lot for all 
purposes of this Declaration, including voring rights and assessments. Once so consolidated, the 
consolidated Loe may not mereafter be partitioned nor may the consolidation be revoked wirhouc 
the prior approval of the Architectural Review Comrninee. 
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ARTICLE 4. 

PROPERTY RIGHTS IN COJ\fMON AREAS 

. 4.1 Owners' Easements of Enjoyment. Subject to provisions iof this Article, every 
Owner and his or her invitees shall have a right and easement of enjoymem in=and to the Common 

I 

Areas, which easemem shall be appurrenam m and shall pass with the title m every Lot. The use 
of Limited Common Areas, howeve~. ,shall be limited to the Owners anq invitees of the Lms 
designated in the supplemental declaration establishing the Limited Common Area. 

4.2 Title to Common Are.is. Title to the Common Areas. excepc Common Easement 
Areas, shall be conv.eyed to the Association by Declaram free and clear of monetary liens prior 
rn the dace on which Class B membership in the Association ceases and is convened ro Class A 
membership as described in Section 9.3(b) . .'Title to Common Easemenc Areas. subject to the 
easements sec fonh in this Declaration, shall pass -to the Owners of the respective Lccs within 
which such areas are locaced, or co me public if part of dedicated street right-of-ways. 

. . 
4.3 Common Easement Areas. Common Easement Areas shall be reserved as signage 

and visual landscape features, or as otherwise provided in the supplemental declaration 
establishing the Common Easement Area. Such areas are to be maintained by the Association and 
no changes in landscaping will be permitted without wrinen authorization by the Archirecrural 
Review Comminee. No building, wall. fence, paving, landscaping or construction ot: ariy type 
shall be erected or maintained by any Owner so as to trespass or encroach upon the Common 
Easement Areas. In the event any Common Easemem Area is conveyed to the Association, such 
Common Easement Area shall then become a Common Area. 

4.4' Extent of Owners 1 Rights. The rights and easements of enjoyment in the Common 
Areas created hereby shall be subject m the following and all other provisions of this Declaration: 

(a) · Easements. Deciarant grants to the Association for the benefit of the 
Association and all Owners of Lots within the Resort the following easements over, under and 
upon the Common· Areas, including the Common Easement Areas: . 

(i) An easement on all Common Areas for underground installation and 
maintenance of power, gas, electric, water and other utility and communicacion lines and 
services installed by or with the consent of Declarant or with the approval of the Board 
of Directors of the Association and any such easement shown on any plat of the Resort. 

(ii) An easement for construction, maintenance, repair and use of 
Common Areas, including common facilities thereon. 
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(iii) An easement for the purpose of making repairs to any Improvements 
on Common Areas. 

Declaram or the Association may (and, ro the extent required by law, shall) grant 
or assign such easemems to governmemal entities or otller uciliries performing utility services 
(including witllom limitation Running·« Utiliry Company) and to cornmuni9ation companies, and 

the Associacion may grant free access chereon to police, fire and other public officials and to 
employees of utility companies and communications companies serving th

1
e Resort. 

I i. 

(b) Use of the Common Areas. The Common Areas shall nor be partitioned 
or otherwise divided into parcels for ~esidemial use, and no private structure of any type shall be 
constructed on the Common Areas. Except as otherwise provided in this Declaration, the 
Common Areas shall be reserved for the use and enjoyment of all Owners and no private use may 
be made of the Common Areas. including Co~on Easement Areas. Nothing in this Declaration 
shall prevent the placing of a sign or signs upon the Common Areas identifying the Resort or any 
Project or identifying rrails or identifying items of interest, including directional signs, provided 
such signs are approved by the Arcrutecrural Reyiew Comrninee and comply with any applicable 
sign ordinances. The Board of DirectoTs of the Association shall have authority m abate any 
tresoass or encroachment upon the Common Area at any time. by any reasonable means and with 
or ~ithour having to bring legal proceedings. A declaration annexing Additional Property may 
provide that the Owners of such Additional Property do not have r.he right to use a particular 
Common • .\rea or faciliry located on such Common Area. In such case, those Owners will not 
be required to share in the costS of maintaining the facility, as is more particularly described in 
Secrion 11.9. 

(c) Semi-Public Recreational or Serrice Areas. The Board of Directors o.f 
the Association may elect to designate certain portions of tf-ie Common Areas as semi-public 
recreational or service areas which may be used by members of the public on a fee-paying basis. 
In such event, Owners shall be permitted to use such facilities or services either on a free basis 
or for fees that are no higher. than those charged to members of the public for an equivalent use 
or service. Any ner proceeds from such facilities or services shall be paid t~ the Operations. Fund. 

(d) Alienation of the Common Areas. The Association may not encumber~ 
sell or transfer the Common Areas owned directly or indirectly by the Association for the benefit 
of the Lots unless such encumbrance, sale or transfer has been approved by a majority of the 
voting rights in the A.!isociation. This requirement shall not apply to the easemerus described in 
Section 4.4(a) above. · · 

(e) Limitations on Use. Use of the Common Areas by the Owners. their 
family members, guests, tenants and contract purchasers, shall be subject to the provisions of ~s 
Declaration and to the following: 
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(i) The right of che Association to suspend such use rights of an Owner 
and che Owner's members, guests, tenants and contract purchasers to the exrent provided 
in Anicle 12 below. 

I 

(ii) The right of the Association to adopt. amend and repeal Policies and 
Procedures ip. accordance witlj this Declaration. i 

.. 
I . 

I 

4.5 Easements Reserved by Dedarant. So long as Dedaram ow-qs any Lot, Declarant 
reserves an easement over, under and across the Common Areas in order ~o carry out sales and 
rental activiries necessary or convenient for the sale or rental of Lor.s. In addition, Declaranr: 
hereby reserves to irself and for the owners of Lots in all furore phases of Running Y Ranch 
Resort a perperual easement and right-of-way for access over, upon, and across the Common 
Areas for conscrucdon, utilities, communication lines, drainage, and ingress and .egress for the 
benefit of oilier property owned by Declaram, the Recreational Facilicies and furure phases of the 
Reson. Declaranc, for itself and its successors and assigns, hereby retains a right and easemem 
of ingress and egress over, in, upon, under and across the Common Areas and the right to store 
macerials thereon and co make such other use thereof as may be reasonably necessary or incidenc 
to the consrrtlction of the Irnprovemem.s &n the Resort or other real property owned by Declara.nc; 
provided, however, that no such rights shall be exercised by Declaranc in such a way as to 
unreasonably interfere with the occupancy, use, enjoymem or access to an Owner's Lor by that 
Owner or the Owner's family, tenants, employees, guests or invitees. 

4.6 Running Y Road and Coopers Hawk Rorul. Declarant hereby. grants: to the 
Associacion and to each Owner a nonexclusive easement to use Running Y Road and Coopers 
Hawk Road, as shown on the plac of the Initial Development, for ingress and egress and utility 
purposes. Declarant shall have the right rn relocate the road as necessary for street alignmencs 
or m serve newly developed properties. Declarant will maintain Running Y Road and Coopers 
Hawk Road and the Owners, through the Association, shall reimburse Declarant for 20 percent· 
of the cost of such maintenance. Such cost of maintenance shall include, witliour limitation, 
striping, snow removal, sweeping, repairs (including crack filling, parching and resunacing), sign · 
repair and replacement, and maintenance and power coses of street lighting. Declarant may, at 
any time, designate all or a portion of Running Y Road or Coopers Hawk Road as a Common 
Area, after which the Association shall be responsible for its maintenance. Declarant may reserve 
a nonexclusive easement for use of Running Y Roa~ and Coopers Hawk Road for ingress and 
egress and utility purposes for ocher properties. The Declaration designating all or a pon:ion of 
Running Y Road or Coopers Hawk Road as a Common Area shall set fon:h the share of' the 
maintenance costs of Ruruting Y Road or Coopers Hawk Road to be borne by any such areas. 

4.7 Delegation of Use. Any Owner may delegate, in accordance with the Bylaws of 
the Association, the Owner's right of enjoyment of the Common Areas to the members of the 
Owner's family and tenancs or contract purchasers who reside on the Resort, whose use of tlie 
Common Areas shall be subject to this Declaration and the Policies and Procedures adopced under 
this Declaration. · 
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ARTICLE 5. 

PROPERTY RIGIITS IN LOTS 

I 

5. l Use and Occupancy. The Owner of a Lot in the Resort shall be emirled to the 
exclusive use and benefit of such LotJexcept as otherwise expressly provided in this Declaration, 
but me Lot shall be bound by and the Owner shall comply with the resrrict(ons made applicable 
[0 such Loe by this Declaration or by p.ny supplement m this Declaration or: any applicable Project 

I • 

Declaration. 1 ~ :.. 

5 .2 Ea4lfments Reseaed .. In addition to any easements shown on the recorded plats 
and as set forth in Section 4.5, Declarant hereby reserv..es the following easements for the benefit: 
of Declaram and the Associadon: 

(a) Adjacent Common Ar-ea. The Owner of any Loe which blends wgether 
visuaily with any Common Area shall, if the Association elects from time to time ro so require, 
permit r.be A.ssociation to enter upon the Lm to perform the maintenance of such Common Area. 

(b) Right of Enny, Declarant, the Architectural Review Committee and any 
representative of the Association authorized by it may at any reasonable rime, and from time to 
time at reasonable intervals, enter upon any Lot for the purpose of detennining whether or not the 
use and/or improvements of such Lot are then in compliance with this Declaration. In addition, 
the utility service provider and its agents or employees shall have amhority to access all parts of 
the Owner 1 s Lot and the Common Areas on which sewerage or water facilities may be located, 
for the purpose of operating, mainraining or constructing such facilities, inspecting the condition 
of pipes and facilities, and completing repairs. The Owner will be given advance notice if 
possible. In me case of an emergency, as determined solely by the mility service provider, no 
prior notice will bi required. No such emry shall be deemed to constitute a trespass or otherwise 
create any right of action in the Owner of such Lot. 

(c) Utility Easements. Easements for installation and maimenance of utilities 
and drainage facilities may be reserved over portions of certain Lots; as.shown on or described 
in the recorded plat. Within the easements, no strucrure, planting or other material shall be placed 
or permitted to remain which may damage or interfere with the installation or maintenance of 
utilities, or which may change the direction of flow of drainage channels in the easements, or 
which may obstruct or retard the flow of water through drainage channels in the easements. The 
easement area of each Lot and all improvements in it shall be maintained continuously by the 
Owner of the Lot, except for those improvements for which a public authority or utility company 
is responsible. Notwithstanding the provisions of this paragraph, no such easements shall exist 
along adjoining side lot lines on which a pany wall exists. 
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ARTICLE 6. 

GOLF CO!JRSE 

I 

6.1 Golf Course Easements and Indemnity. Declaranc hereby ·reserves for itself and 
for the benefit of any Golf Course OvJner the easemems sec forth in this Section 6.1. Declarant 
reserves the righc to gram or deed such easemem rights to the person 0ri emiry operating or 
owning any Golf Course which is Pa!1 of or adjacent to the Resort and to impose such additional 
restricdons relating m such easements ,at that time and from time to time :as may reasonably be 

required m effecruace the purposes of such easements. The reservation of such easements is made 
for the benefit of Declaranc, the Golf Course Owner, the users of the Golf Courses and for 
associated managemenc, maimenance and service personnel, for Golf Course and related 

recreational purposes. 

(a) Prjyate Ways. All Common Area private ways shall be subject to an 
easemem for Golf Course purposes, including signs, can paths, irrigation systems and the right 
of ingress and egress for consuuction and maintenance and for players during the regular course 

of play on the Golf Course. 

(b) Golf Cart Path Easement. Any easements for golf cart parhs or trails 
designated as such on any plat of the Reson or any declaration annexing Additional Property shall 
be used for golf cart paths, pedesuian walkways, maintenance and vehicle access, and unhindered 
access between such paths and any Golf Course. Norhing shall be placed in or maincained:on any 

golf cart pam easement which shall interfere with utilization thereof as a playable pan of the Golf 
Course, and all landscaping and orber Improvemems within a golf can path easement sha~l require 
che approval of the Architectural Review Comminee. The Golf Course Owner shall be 
responsible for maintaining such paths or trails. 

(c) Golf Course Easements oyer Adjoining Lots. Any Golf Course easements 
over adjoining Lors designac~d as such on any plat or declaration annexing Additional Property 
win be developed as part of the Golf Course for purposes of landscaping or me placement of golf 
course facilities and may be used as pan of the Golf Course. No Owner may landscape or place 
any Improvement within a Golf Course easement without the prior ~ritten consent of the Golf 
Course Owner and the approval of the Architecrural Review Committee. Nothing in this 
provision shall be construed as requiring the Golf Course Owner to irrigate or landscape such 

easement areas. 

(d) G-Olf Balls. Each Lot, Common Area and Project Common Area-adjoining 
or adjacent to any Golf Course shall be subject to an easement permitting (i) golf balls to come 
upon such property, and (ii) for golfers at reasonable times and in a reasonable manner to come 
upon such property to retrieve golf balls. 
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6.2 Design Reyjew. With respect to any Improvement constructed on any Loe 
adjoining a Golf Course, in addition to design review by the Architectural Control Commiuee 
pursuam m Article 8, such Improvement shall be subject to architecrural review by the Golf 
Course Owner. · 

. 6.3 Waiver and Indemnitt. In some cases, golf balls may have sufficient force and 
velocity to do serious bann to persons, pets, Improvements or _personal pr~~eny. Each Owner, 
for such Owner's family members, visitors, invitees and guests, assumes;such risk and ·waives 
each right such person otherwise would,have against Declaranr, the Associati~n. the A.rchirecrural 
Review Cornminee and the Golf Course· Owner, operator and designer, w the fullest extent 
permissible by law, for each injury resulting from the design of any such Golf Course, or the 
location of a Loe, Common Area or Project Common Area in relation to the Golf Course, and 
agrees w indemnify and hold declaram, the association, the archirecrural review committee and 
the Golf Course Owner, operaror and designer harmless from and against all claims and liability, 
including without limitation, legal fees and .. -costs, in the evem any person while on a Lor, 
Common Area or Project Common Area, receives any injury, or suffers property damage and 
thereafter seeks to recover against such persons or entities for compensation for such injury or 
damage, whether directly or indirectly, or as a result of a third-parry c!aim or cross claim. Each 
Owner and such Owner's family members, invitees, guests and visicors, waives each and every 
claim or right they may have to claim that the normal and customary operation of any such Golf 
Course constitutes a nuisance, or that any aspect of any such Golf Course operation should be 
limiced to any specific hours of the day or to any specific days of the week. Each such ·person 
assumes me risks which are associated wirh the game of golf and the flight of golf balls over and 
upon their Lor, the Common Areas and Project Common Areas, including, without lirniration. the 
possibility of damage to their property, real or personal, and injury m lhemsel ves, their family, 
pets, friends, invited guests, visitors or any orher person. 

6.4 Ownership and Operation of G-Olf Course. All persons .. including all Owners, 
are hereby advised tbat no representadons or warramies have been or are made by Deciarant or 
any other person wir.h regard to c.he continuing existence, ownership or operation of the Golf 
Course, if any, and no purported represemation or warranry in such regard, either written or oral, 
shall ever be effective without an amendment to this Declaration execuc~d or joined into by 
Declarant. Further, the ownership and/or operation of the Golf Col;lrSe, if any, may change at 
any time and from time to time by virtue of, but without limitation, (a) the sale to or assumption 
of operations of the Golf Course by an independent encity or entities; (b) the creation or 
conversion of the ownership and/or operating strucrure of the Golf Course to an "equity" club or 
similar arrangement whereby the Golf Course or the righcs to operate it are transferred to an entity 
which is owned or cone.rolled by its members; or (c) the transfer of ownership or control of the 
Golf Course to one or more affiliates, shareholders, employees, or independent conrractors of 
Declarant. No consent of the Association or any Owner shall be required m effecruate such 
transfer or conversion. 
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6.5 Right to Use. Neither membership in the Association nor ownersrup or occupancy 
of a Lot shall confer any ownership imerest in or right to use the Golf Course. Righr..5 to use the 
Golf Course wlll be granted only m such persons, and on such terms and conditions, as may be 
determined from time to time bv the Golf Course Owner. The Golf Course Owner shall have the 

~ . I 

right, from time to time in its sole and absolute discretion and without nodce, to amend or waive 
the terms and conditions of use of th~ Golf Course, including, without lirrlitation, eligibility for 
and duracion of use rights, categories of use and extent of use privileges, ;and number of users, 
and shall also have the right to reserve use rights and to terminate use righ~ altogether, subject 
(Q me provisions of any outstanding m~bership documents. ~ ~ 

6.6 View Impahwent. Neither Declaranr, the Association nor the Golf Course Owner 
guaramees or represents that any vie-i.v over and across the Golf Course from adjacem Lors will 
be preserved withom impairment. The Golf Course Owner, if any, shall have no obligation to 
prune or thin trees or other landscaping, and shall have the right, in its sole and absolute 
discretion. to add trees and other landscaping ·m the Golf Course from time to time. In addition, 
the Golf Course Owner may, in irs sole and absolute discredon, change the location, 
configurarion, size and elevadon of the tees, bunkers, fairways and greens on the Golf Course 
from lime w time. A.ny such additions Qr changes to the Golf Course may diminish or obstruct 
any view from the LDts and any express or implied easements for view purposes or for the passage 
of lighc and air are hereby expressly disclaimed. · 

6. 7 Limitations on Amendinents. In recognition of i:he fact that the provisioru of this 
Article are for the benefit of the Golf Course Owner, no amendment m this Article and no 
amendment in derogation of any rights reserved or granted to the Golf Course Owner by other 
provisions of this Declaradon may be made without the written approval of the Golf Course 
Owner. The foregoing shall nor apply, however, co amendments made by Declarant. 

6. 8 Jurisdiction and Cooperation. It is Declaram' s intention that the Assodacion and 
che Golf Course Owner shall cooperate to the maximum extent possible in r.he· operaEion of the 
Resort. The Association shall have no power to promulgate rules and regularion.s affecting 
activities on or use of the Golf Course. 

ARTICLE 7. 

RESTRICTIONS ON USE OF EESIDENTIAL LOTS 

7 .1 Structures Pennitted. No structures shall be erected or permitted to remain on 
any Residential Lot except structures containing Living Units and structures normally accessory 
thereto. The foregoing provision shall nm exclude construction of a privace greenhouse, storage 
unit, private swimming pool or strucrure for the storage of a boat and/or camping trailer for 
personal use, provided the location of such structure is in conformity with the applicable 
governmental regulations, is compatible in design and decoration with the dwelling strucrure 
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const:ructed on such Residential Lot, and has been approved by the Architectural Review 
Commiuee. Private wells may not be installed on any Lot. 

7 .2 Residential Use. Residential Lots shall only be used for, residemial purposes. 
Except with the consent of the Board, of Direcrors of the Association, no trade, crafi, business, 
profession, commercial or similar act~ity of any kind shall be conducted 01i any Residemial Let, 
nor shall any goods, equipment, vehicles, materials or supplies used in coruiection with any crade, 

I 

service or business be kepc or stored 9n any Residemial Loe. Nothing in ¢.i~ paragraph shall be 
deemed to prohibit (a) acdviries relating to r.he rental or sale of Living Wnits, (b) r.he right of 
Declaram or any comracror or homebuilder co construct Living Units on any Residemial Lot, to 
store construction materials and equipment on such Residential Locs in rhe normal course of 
consrruction, and to use any Living Unit as a sales or remal office or model home or aparonenc 
for purposes of sales or rental in Running Y Ranch Resort, and (c) the right of the Owner of a 
Residenrial Lot [O mainc.ain his professional personal library, keep his personal business or 
professional records or accounts, handle his person.al business or professional [eiephone calls or 
confer with business or professional associates, clients or customers, in his Living Unit. The 
Board of Direcrnrs shall not approve commercial activities mherwise prohibited by this paragraph 
unless the Board of Directors determin~s that only normal residential activicies would ~ 
observable outside of the Living Unir and that the activities would nm be in violation of applicable 
governmental ordinances. 

7 .3 Offensjye or Unlawful Activities. No noxious or offensive activities shall be 
carried on upon any Residential Lot, nor shall anything be done or placed on any Residem:ial Lor 
which interferes with or jeopardizes the enjoyment of other Residential Lots or the Common 
Areas, or which is a source of annoyance co residents. No unlawful use shall be made of a 
Residential Lot nor any part thereof, and all valid laws, zoning ordinances and reguJacions of all 
governmental bodies having jurisdiction thereof shall be observed. 

i .4 Animals. No animals of any kind shall be raised, bred or kept In or upon any 
Residential Lm, except dog~, cats and such other household per.s as may be approved by r.he 
Association, and then only provided they are not kept, bred or maintained for any commercial 
purposes or in unreasonable numbers and provided they are not prohibited by any Project 
Declaration or supplemental declaration annexing Additional Property ro the Resort. The 
Association may adopt reasonable regulations designed to minimize damage and disturbance to 
other Owners and occupants, including regulations requiring damage deposits, waste removal, 
leash controls, noise controls, occupancy limits based on size and facilities of the unit and fair 
share use of the Common Areas. Nothing in this provision shall prevent the As.sociation from 
requiring removal of any animal that presents an actual threat to health or safety of residents or 
from requiring abarement of any nuisance or unreasonable source of annoyance. 

7 .5 Maintenance of Structures and Grounds. Each Owner shall maintain the 
Owner's Residential Lot and Improvements thereon in a clean and attractive condition, in good 
repair and in such fashion as not to create a fire or other hazard. Such maintenance shall include, 
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wimout limitation, painting, repair, replacement and care for roofs, guners, downspouts, exterior 
building surfaces, walks and other exterior irnprovemems and glass surfaces. All repainting or 
restaining and exterior remodeling shall be subject to prior review and approval by the 
Archirecrural Review Comminee. In .addition, each Owner shall keep all s~bs, trees, grass and 
plamings of every kind on the Owner's Residential Lot neatly trimmed, propen:y cultivated and 
free of trash, weeds and oilier uruij.ghtly material. Damage caused tiy fire, flood, storm, 
eanhquake, rioc, vandalism. or other causes shall likewise be r.he responsibility of each Owner and 
shall be restored within a reasonable;period of time. ' 

I I 
i :. ~ 

7 .6 Prohibited Yehides. No mobile home, recreational vehicle (including campers) 
exceeding 1,500 pounds in gross weight, trailer of any kind, truck with a rared load capacity 
grea[er than 3/4 ton, or boat, shall be kept, placed, maintained or parked for more than six hours 
or such oilier period as may be pennined pursuant to t:he Association Policies and Procedures on 
any Residential Lot or Common Area ex~pt in enclosed garages, areas designated by the Board 
of Directors of the Association, or screened from view in a manner approved by the A..rchirecrural 
Review Committee. No mmor vehicle of any type may be constructed, reconstructed or repaired 
in such a manner as wiil be visible from neighboring property. No stripped down. partially 
wrecked, inoperative or junk motor vehicle, or sizeable pan: thereof, shall be permitted to ~ 
parked on any R~sidential Lot or Conunon Area. 

7. 7 Parking and Street Obstructions. Parking of vehicles of any type whatsoever on 
any portion of the streets within the Resort shall be permitted only as set forr.h in the Association 
Policies and Procedures. No Owner shall do anything which will in any manner prevent the 
streets within r.he Resort from at all times being free and clear of all obscructions and in a safe 
condition for vehicular use. 

7.8 Signs. 

(a) General Prohibition: Exceptions. No sign or billboard of any kind 
(including but noc Um.ired to, _commercial or political signs) shall be displayed to the public view 
on any Residemial Lot, except for: 

(i) directional signs established by Declara!:lt or the Association; 

(ii) such signs as may be required for legal proceedings; 

(iii) during r.he time of construction of any Improvement, one job 
identification sign, the size, color and design of which shall have been approved by the 
Architecrural Review Comminee; and 

(iv) signs, billboards and other advertising devices or strucrures used by 
Deciarant in connection with the deve!opmen~. subdivision, advenising and sale of any 
imerest in a Loe. 
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The size and design of such signs shall be in accordance with the Design Guidelines established 
by the Architectural Review Conunirree. 

(b) Architectural Reyjew Committee Regulation. S~gns advertising any 
imerest in a Lot "for sale 11 or "for renr 11 shall be prohibited unless, in the sole discretion of the 
Architectural Review Committee sue~ prohibition as applied to a specific Lm would work an 
unusual hardship, in which case a waiver may be granted. If such a waiver is approved, such 
signs shall be customary and reasonable dimensions and of a professional: type and dignified 
appearance, and placed only in such1 location(s) as specified by the ~~hitecrural Review 
Conuninee. If at the time of such waiver the Association has specified the size, design and 
coment of such "for sale" or "for rent" signs, only such approved size, design and comem shall 
be used. · 

7 .9 Outside Storage. Woodpiles, storage areas, machinery and equipment shall be 
prohibited upon any Residential Lot, unless 6bscured from view of neighboring property and 
screers by a fence or appropriate screen approved by the Archirecrural Review Committee. 
Colored tops and covers shall be of a color approved by the Archirecrura! Review Committee. 
Trash cans and other moveable rubbish containers shall be allowed to be visibie from the screel 
or adjacent Residential Loe within the Resort only during the days on which rubbish is collected 
and after 9 p.m. of the preceding evening. 

7 .10 Completion of Construction: The consU1lction of any building on any Residential 
Lor, including painting and all exterior finish, shall be completed wilhin cwelve (12). monthS from 
the beginning of consrruction so as to present a finished appearance when viewed from any angle 
and the Living Unit shall not be occupied until so complered. In the evem of undue hardship due 
to weather conditions or other causes beyond the reasonable control of me Owner, this time period 
may be extended for a reasonable length of time upon written approval from the Archirecrural 
Review Committee. The building area shall be kept reasonably clean and .in workmanlike order 
during the construction period. All unimproved Residential Lots shall be kept in a neat and 
orderly condition, free of brush, vines, weeds and other debris, and grass thereon shall be cut or. 
mowed at sufficient intervals to prevent creation of a nuisance or fire hazard. 

7 .11 Landscape Completion. Landscaping plans for eacµ Residential Lot shall be. 
submitted to the Architectural Review Committee and shall be in compliance with sc:xi and planting 
limitations and tree preservation guidelines as may be established by such Committee or the 
Association from time to rime. Such landscaping must be completed within one year from the date 
of issuance of the certificate of occupancy for the Living Unit constructed thereon. In the event 
of undue hardship due co weather conditions, this provision may be extended for a reasonable 
length of time upon written approval of the Architecrural Review Committee. 

7 .12 Temporary Structures. No structure of a temporary character, trailer, basement, 
renc, shack, garage, barn or other oucbuildings nor any. uncompleted building shall be used on any 
Residential Lot at any time as a residence either temporarily or pennanemly. 
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7 .13 Antennas and Satellite Disks. Exterior antennas and satellite receiver and 
[ransmission disks shall noc be pennined co be placed upon any Residential Lor except'. as approved 
by the Architecrural Review Committee. 

I 

7 .14 Limitations on Open Fjres. No incinerators or other open· fires (except outdoor 
cooking facilities such as propane gr.~ls or ponable barbecue units) shall be kept or maintained 
on any Residential Lot. ; · 

I 

7 .15 Pest Contr.cl. No owii~r shall permit any thing or conditiori rb: exist upon any Loe 
which shall induce, breed or harbor infectious plant diseases or noxious insects or vermin. 

7 .16 Minimum Dwelling Size. No dwelling intended or used as the primary dwelling 
on a Residential Loe may be consrructed or mainr.ained unless the imerior floor area of such 
dwelling (excluding garage) contains at lease 1,800 square feet. The maximum permissibie 
imerior floor area shall be limited only by- constraims of the building site area and other 
reasonable limitations as may be established by the ,..\rchirecrural Review Committee. 

7 .17 Grades. Slopes and Drainage. Each Owner of a Residencial Lot shall accept th~ · 

burden of, and shall not in any manner alter, modify or interfere with, the established drainage 
pattern and grades, slopes and courses re laced thereto over any Residemial Lor or Common Area 
without the express wrinen permission of the Archiiecrural Review Commirtee, and then only to 

the extem and in the manner specifically approved. No structure, plantings or oilier materials 
shall be placed or permitted to remain on or within any grades, slopes, or courses,. nor. shall any 
oilier activities be undenaken which may damage or interfere with established slope rados, create 
erosion or sliding problems, or which may change the direction of flow, or obstruct or retard the 
flow of wa[er rhrough drainage channels. 

7 .18 Exterior Lighting. All exterior lighting of a Residential Lot shall be subject to. 
approval of the . .\rchitecrurai Review Committee. 

7.19 Paths and Trails. No Owner, other than Declaram or the Association, may create 
any paths or trails within the Resort without the prior wrinen approval of the Architectural Review 

Committee. 

7 .20 Time-shming or Fractional Interest Ownership Prohibited. No purchaser of a 
Residential Lot, or interest therein, or use thereof, shall receive a right in perperu~ty, for lifet or 
for a term of years, to the recurrenc, exclusive use or occupancy of such property annually or on 
some other periodic basis if four or more such use or occupancy periods over a period of three 
years or more have been created with respect to such Lot, and any such attempted conveyance 
shall be void; provided, however, this resrriction shall not be interpreted to prevent joint 
ownership of Locs not including such exclusive use periods. 
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7.21 Association Policies and Procedures. In addition, the Associarion from rime to 

cime may adopt, modify or revoke such Policies and Procedures governing the conduct of persons 
and the operation and use of Residential Lots and the Common Areas as it may deem necessary 
or appropriate in order to assure the peaceful and orderly use and enjoym~nc of rhe Resort. A 
copy of the Policies and Procedures, upon adoption, and a copy of each amendmem, modification 
or revocation thereof, shall be furnishe~ by the Associacion Board_ of Directdrs to each Owner and 
shall be binding upon all Owners and occupants of all Residential Lots uponi the date of delivery. 

I 

The method of adopcion of such Policies and Procedures shall be as provided in the Bvlaws of the 
I ' J 

Association. ~ ~ 

7 .22 A.pplication to Additional Property. The provisions of Sections 7 .1 through 7 .21 
shall not apply to Commercial Lots· nor co Residential Lots if the declararion annexing the 
Residential Lots so specifies. The declaracion annexing such Additional Property to this 
Declaration may establish addicional or different restrictions governing the use of such Lots. 

ARTICLE 8. 

ARCHITECTURAL REVIEW COMMITIEE 

8.1 Architectural Reyjew. No Improvemem shall be commenced, erected, placed or 
altered on any Lot, except Lacs owned by Declaranc, until the consrruction plans and 
specifications showing the nature, shape, heights, marerials, colors and proposed location. of the 
Improvement have been submined to and approved in writing by rhe Architectural. Review 
Committee. It is the intent and purpose of this Declaration to assure quality of workmanship and 
mace rials, to assure harmony of external design with the existing Improvements and as to location 
wirh respect to ropography and finished grade elevations, and to avoid plan repetition. The 
procedure and specific requiremencs for review and approval of residential construction may be 
set form in Design Guidelines adopted from time to time by the Architectural Review Committee. 
The Committee may charge a reasonable fee to cover the cost of processing the application. In 
all cases which the Architecrural Review Committee consent is required by this Declaration, the 
provisions of this Article sruill apply. This review is in addition to design review· by the Golf 
Course Owner with respect to Lots adjoining the Golf Course as provided· in Section 6.~ above. 

8 .2 Committee Decision. The Architectural Review Committee shall render its 
decision with respect to the construction proposal within thirty (30) working days after it has 
received all material required by it with respect to the application. In the event the Committee 
fails to render its approval or disapproval within fony-five ( 45) working days after the Committee 
has received all material required by it with respect to the proposal, or if no suit to enforce this 
Declaration has been commenced within one year after completion thereof, approval will not be 
required and the related provisions of this Declaration shall be deemed to have been fully 

complied with. 
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8.3 Committee Discretion. The Architecrural Review Cammi nee may, at its sole 
discretion, withhold consent to any proposed work if the Committee finds the proposed work 
would be inappropriate for the particular Lot or incompatible wiih rbe design standards that the 
Committee intends for Running Y Ranch Resort or any specific Project therein. Consideration 
such as siring, shape, size, color, design, height, solar access, impairment ~f the view from other 
Lots within Running Y Ranch Reso}t or other effect on the enjoymemi of other Lots or the 
Common Area. disturbance of existing terrain and vegetation, wildlife pr{jcection and any other 
factors which the Commi~e reasonably believes to be relevant, may be take~ into account by the 
Comminee in determining whether or ,noc to consent to any proposed WO~~ In the case of any 
Lor adjoining the Golf Course, the Committee shall forward the plans ro the Golf Course Owner 
for review and approval. If rejected by the Golf Course Owner, me Cornminee shall similarly 
reject the plans. 

8.4 Variance. The A.rchitecrural Review Comrninee may authorize variances from 
compliance with any of its guidelines and pr.ocedures when circumstances such as topography 

1 

narural obsrructions, hardship or aesthedc or environmental consideracions require, but only in 
accordance with duly adopted rules and regulacions. Such variances may only be granted, 
however, when unique circumstances dictate and no variance shall (a) be effective unless in 
writing; (b) be contrary to this Declaration; or (c) estop the Archirecrural Review Cornmirtee from 
denying a variance in other circumstances. For purposes of chis section, the inabilicy to obtain 
approval of any governmental agency, the issuance of any permit, the cost of compliance, or the 
cenns of any financing shall not be considered a hardship warranting a variance. · 

8.5 Membership: AppojntJnent and Removal. The Architecrural Review Committee 
shall consist of as many persons, buc noc less than three, as the Declarant may from time to time 
appoint. The Declarant may remove any member of the Committee from office at its discretion 
at any time and may appoint new or additional members at any time. The Association shall keep 
on file at its principal office a list of the names and addresses of the members of the Committee .. 
Declarant may at any time delegate co the Board of Directors of the· Associatibn the ·right to 
appoint or remove members of the Archicecrural Revi.ew Committee. In such event~ or in the · 
event Declarant fails to appoillt an Architectural Review Committee, the Board of Directors shall 
assume responsibility for appointment and removal of members of. the· Architectural Review 
Corrunittee, or if it fails to do so, the Board of Directors shall serve ~s the Architecrural Review 
Committee. 

8.6 Majority Action. Excepc as otherwise provided in this Declaration, a majority of 
the membe~ of the Architectural Review Committee shall have the power to act on behalf of the 
Committee, without the necessity of a meeting and without the necessity of consulting the 
remaining members of the Committee. The Committee may render its decision only by written 
instrument setting forth the action taken by the consenting members. 

8.7 Liability. Neither the Architecrural ~eview Committee nor any member of the 
Committee shall be liable to any Owner, occupant, builder or developer for any damage, loss or 
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prejudice suffered or claimed on account of any action or failure to act of the Committee or a 
member of the Committee, provided only that the member has, in accordance with rhe actual 
knowledge possessed by him or her, acred in good fairh. 

I 

8.8 :ionwajyer. Consent by the Architecrural Review Commiaee to any matter 
proposed to it or within its jurisdicti~n shall not be deemed to constitute a precedent or waiver 
impairing its right to withhold approval as to any similar matter thereafter proposed or submitted 

, I 

to it for consent. '. . 
. I 

~ ~ . I 

8.9 Appeal. Ac any time after Declaram has delegated appoinanem of the members 
of the Architecrural Review Commirtee co the Board of Directors of me Association pursuant to 
Section 8.5, any Owner adversely affected by action of the Architecrural Review Comminee ma.y 
appeal such action to the Board of Directors of the Associacion. Appeals shall 9e made in writing 
within ren (10) days of the Committee's action and shall contain specific objections or mitigating 
circumstances justifying the appeal. A final,:conclusive decision shall be made by r.he Board of 
Directors of the Association within fifteen (15) working days after receipc of such nocificadon. 

8 .10 Effective Period of Consent. The Architectural Review Committee's consent t9 
any proposed work shall automatically be revoked one year after issuance unless construction of 
the work has been commenced or the Owner has applied for and received an extension of time 
from the Committee. 

8.11 Estoppel Certificate. Within fifteen (15) business days after wrirren request is 
delivered to the Architectural Review Committee by any Owner, and upon payment to the 
Committee of a reasonable fee fixed by the Committee to cover cosrs, me Committee shall provide 
such Owner with an estoppel cen:ificate executed by a member of che Committee and 
acknowledged, certifying with respect to any Loe owned by che Owner, that as of che date of the 
cen:ificate, either: (a) all Improvements made or done upon or within such Lot by me Owner 
comply with chis Declaration, or (b) such Improvements do not so comply, in which event the 
certificate shall also identify cpe noncomplying Improvements and sec forth with particulariry the 
narure of such noncompliance. Any purchaser from the Owner, and any mortgagee or at.her 
encumbrancer, shall be entitled to rely on such certificate with respect. to the matters se~ forth in 
the certificate, such matters being conclusive as between Declarant,, the ~i\r-chitecrural Review 
Committee, the Association and all Owners, and such purchaser or mortg_agee. 

ARTICLE 9. 

ASSOCIATION 

Declarant shall organize an association of all of the Owners within Running Y 
Ranch Resort. Such Association, its successors and assigns, shall be organized· under the name 
"Running Y Ranch Resort Owners Association" or such similar name as Declarant shall 
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designate, and shall have such propeny, powers and obligations as are set forth in this Declaration 
for the benefit of me Re~ort and all Owners of properry located therein. 

9 .1 Organization. Decla:rant shall, before the first Lm is conveyed to an Owner, 
organize the Association as a nonprofit corporadon under the general nonp~ofir corporation laws 
of the State of Oregon. The Article.~ of Incorporacion of the Associariort shall provide for ics 
perperual exisrence, bur in the evem the Association is ac any time =dissolved, whether 
inadvertently or deliberately, ir shall automaticaHy be succeeded by an unincdrporated association 
of the same name. In that event all of ,the property, powers and obligatio*5'. of the incorporated 
association existing immediately prior ro its dissolution shall thereupon amomatically vest in the 
successor unincorporated associadon, and such vesting shall chereafter be confirmed as evidenced 
by appropriate conveyances and assignments by the incorporated associarion. To the grearest 
extent possible, any successor unincorporated association shall be governed by the Articles of 
Incorporadon and Bylaws of the Association as if they had been made to constirute the governing 
documems oi me unincorporaced association.·'" 

9.2 Membership. Every Owner of one or more Lots within the Resort shall, 
immediately upon crearion of the Association and thereafter during the cmire period of such 
Owner's ownership of one or more Lots within the Resort, be a member of the Association. Such 
membership shall commence, exist and cominue simply by virrue of such ownership, shall expire 
aummacically upon tennination of such ownership, and need nm be confirmed or evidenced by 
any certificate or acceptance of membership. · 

9.3 Voting Rights. Voting rights within the Association shall be allocated as follows: 

(a) Residential Lots and Commercial Lots. Residential Lots shall be ·allocated 

one Voting Unit per Living Unit locared on such Lm. Condominium units shall be entitled to one 
Vming Unit for each Condominium unit. A single-family Residential Lot. shall be allocaced one 
vore regardless wherher the Living Unic has been consrructed on such Lot. Each· Commerdal Loe 
shall be entitled to the number of Voring Units sec forth in the declaration annexing the 
Commercial Lot to Running Y Ranch Resort. 

(b) Classes of Voting Membership. The Associacion shall have two classes 

of voting membership: 

Class A. Class A members shall be all Owners with the exception of the 
Class B member and shall be entitled to Voting Units for each Lor owned computed in accordance 
wich Section 9.3(a) above. ·When more than one person holds an interest in any Lot, all such 
persons shall be members. Except as may ocherwise be specified in the declaration annexing such 
Loe to Running Y Ranch Resort or in the Project Declaration pertaining to such Lot, the vote for 
such Lot shall be exercised as they among themselves determine. In no evem, however, shall 
more Voring Units be cast with respecr to any Loe than as set forth in Section 9.3(a) above. 
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Class B. The Class B member shall be the Declarant and shall be entitled 
to three rimes the Voting Units compured under Section 9.3(a) for each Loe owned by Declarant. 
The Class B membership shall cease and be conven:ed to Class A membership on the happening 
of either of the following events, whi.chever occurs earlier: 

(i) Declar·£!.Jlt has completed developmenr of ail Lots and Common 
Areas permitted under the Masrer Plan, and Lms representing seventy-five percent (75 3) 
of the Voting Unir.s computed in accordance with this section have te~n sold and conveyed 
to Owners other than Declaran~; or ~ ~ , 

(ii) At such earlier time as Declarant may elect in writing to terminate 

Class B membership. 

9.4 General Powers and Obligations. The Association shall have. exercise and 
perform all of die following powers, duties and obligations: 

(a) The powers, duties and obligations granted to the Association by this 

Declaration. 

(b) The powers and obligations of a nonprofit corporation pursuant to the 
general nonprofit corporation laws of the State of Oregon. 

(c) The powers, duties and obligations of a homeowners association .pursuant 
to the Oregon Planned Community Act, whether or not such Act is applicable to the Association. 

(d) Any additio~l or different powers, duties and obligations necessary or 

desirable for the purpose of carrying om the functions of the Association pursuant to this 
Declaration or other\vise promoting the general benefit of the Owners within die Resort. 

The powers and obligations of the Assoc~ation may from time to ~ime be amende4 · 
repealed, enlarged or restricted by ·changes in this Declaration made in accordance wiih the 
provisions herein, accompanied by changes in the Anicles of Incorporation or Bylaws of the 
Association made in accordance with such instruments and with the. nonprofit corporation laws 

of the State of Oregon. 

9 .5 Specific Powers and Duties. The powers and duties of the Association shall 

include, without limitation, the following: 

(a) Maintenance and Seujces. The Association shall provide maintenance and 
services for the Reson as provided in Article 10 and other provisions of this Declaration. 

(b) Insurance. The Association shall obtain and maintain in force policies of 
insurance J.s provided in this Declaration or the Bylaws of the Associa(io11. 
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(c) Rulemaking. The Association shall make, establish, promulgate, amend 
and repeal Policies and Procedures as provided in Section 7 .21 of this Declararion. 

( d) Assessments. The Association shall adopt budgetS OJ;ld impose and collect 
Assessments as provided in Anicle 11 of this Declaration. · 

.J 
(e) Enforcement. The Association shall perform such" actS, whether or not 

expressly authorized by this Declaracion. as may be reasonably necessary to ~~orce the orovisions 
of this Declaration and the Policies and Procedures adopted by the A.ssociari9d,. includin~, without 
limitation, enforcement of the decisions of the Archicecrural Review Committee. 

(f) Emplpyment Of Agents. Adyjsers and Contractors. The Associadon, 
through its Board of Direcmrs, may employ the services of any pe~son or corporarion as 
managers, hire employees to manage, conduct and perform the business, obligations and duties 
of the Association, employ professional counsel and obtain advice from such persons or firms or 
corporations such as, but not limited, landscape architectS, recre3tional experts, arcbirects, 
planners, attorneys and accoum.ancs, and contract for or otherwise provide for ail services 
necessary or conveniem for r.he management, maintenance and operation of the Resort. 

(g) Borrow Money. Hojd Title and Make Conveyances. The A.ssociation may 

borrow and repay moneys for the purpose of maintaining and improving the Conunon Areas, 
subject to Section 4.4(d) above, and encumber the Common Areas as securicy for the repayment 
of such borrowed money. The Association may acquire, hold title co and convey, wirh Gr wir.hout 
consideration, real and personal propeny and interests therein, including bm not limited to 
easemenrs across all or any portion of the Common Area; and shall accept any real or· personal 
property, leasehold or oilier property interests within Running Y Ranch Resort conveyed to the 
Associadon by Declaram. 

(h) Transfer. Dedication and Encumbrance of Common Area. Except as 
otherwise provided in Section: 4.4(d) above, the Association may sell, transfer or encumber all or 
any portion of the Common Area to a person, firm or entity, whether public or private, and 
dedicate or transfer all or any portion of the Common Area co any public agency 1 authority, or 
utility for public purposes. 

(i) Create Classes of Service and Make Appropciate Charges. The 
Association may, in irs sole discretion, create various ciasses of service and make appropriate 
Individual Assessments or charges therefor to the users of such services, including but· not limited 
to reasonable admission and other fees for the use of any and all recreational facilities situated on 
the Common Areas, without being required to render such services to r.hose of irs members who 
do not assent to such charges and to such other Policies and Procedures as the Board of Directors 
deems proper. In addition, the Board of Directors shall have the right to discontinue any service 
upon nonpayment or to eliminate such service for which there is no demand or adequare funds to 
maimain. 
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U) Joint Use Agreements. The Board of Directors of the Association may 
enter imo joint use agreements with other associations, entities or persons relating co the joint use 
of recrearional or oilier facilities, including the joim use of the Common Areas. 

I 

(k) Implied llights and Obligations. The Association may exercise any other 
righ[ or privilege reasonably co be imijlied from the existence of any right :Or privilege expressly 
given m the Associadon under this Declaration or reasonably necessary to effectuate any such 
righc or privilege. ; ! 

I i I 
I ~ ~ ; 

9. 6 Liability. A member of [he Board of Directors or an officer of the Association 
shall not be liable to me Association or any member of the Association for any damage, loss or 
prejudice suffered or claimed on accoum of any action or failure to act in me performance of his 
or her duties, except for acts of gross negligence or imemional acts. In the evem any member of 
the Board of Directors or any officer of i:he Association is made a pany to any proceeding because 
the individual is or was a director or officer of the Association, i:he Association shall indemnify 
such individual against liabilicy and expenses incurred to the maximum extent permined by law. 

9.7 Interim B-Oard. Declaram shall 11.ave the right co appoint an interim board of three 
direcrors, who shall serve as the Board of Directors of the Association until replaced by Deciarant 
or umil their successors take office :n the next annual meeting following termination of Class B 
membership. At such meeting the imerim director~ shall resign and be replaced by their 
successors, who shall be designated as provided in this Declaracion and the Bylaws of the 
Association. 

9 .8 Turnover }leeting. Declaranr shall call a meeting of the Association for the 
purpose of turning over administrative responsibility for the Resort to the Association noc later 
than one hundred twenty ( 120) days after Lots representing seventy-five percent (75 % ). of the 
Voting Units computed in accordance wii:h Section 9.3(a) above have bee~ sold and conveyed to 

Owners other than Declaranc. If the Declaranr fails to call che rurnove·r meeting· ~s required by 
this section, any Owner or mortgagee of a Lot may call the meeting by giving notice as provided 
in the Bylaws. 

9. 9 Declarant Control After Turnover. After the turnover meeting described in 
Section 9.8 above, Declarant shall continue to have the voting rights described in Section 9.3(b) 
above and the right to appoint interim directors as provided in Section 9. 7 until termination of the 
Class B membership. 

9.10 Appointment of Directors. Effective as of t.he next annual meeting following 
termination of Class B membership, the Board of Directors of the Association win be composed 
and elected as follows: 
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(a) Four directors shall be elected by all Owners of singie-familv Residential 
Lots. Voring for such direcrors shall be based upon one vore for each such R~sidemial Lot 
owned by such Owner. 

(b) Tnree directors. shall be elected by the owners of all Residential Lots and 
Living Un.its (other than singl~ family Residemial Lots and Living Un.its on single family 
Residemial Lots) and all Condominium Living Units. Vming for ~ch direcrors shall be 
based upon one vote for each such Living UniL In the case of tirrteshare or fractional 
ownership of the Living Un.it: fbe voce for such Living Un.it shall p~ .cast as provided in 
the applicable timeshare or co-ownership declara[ion. · 

(c) Two directors elecred by all Owners of Commercial Lots and Commercial 
Living Un.its. Voting shall be based upon the then currem assessed value of the Owners 
Commercial Loe or Living Un.it compared to the total assessed value of all Commercial 
LQ(s and Living Units within the Resort. 

In me evem mere is no property of a pa.nicular cacegory in the Reson:. then no direcrors shall be 
elected for such category and the numbei: of directors shall be decreased accordingly. The terms · 
of office of directors shall be as set form in rhe Bylaws. 

9 .11 Contracts Entered into by Dedarant or Prior to Turnover Meeting. 
Notwithstanding any ocher provision of this Declaration, any leases or comracts (inCluding 
management comracrs, service conrracts and employment contracts) entered imo by the.Declaram 
or the Board of Directors on behalf of the Association prior co the rurnover meeting described in 
Section 9.8 above shall have a cenn of not in excess of three (3) years. In addition, any such lease 
or comract shall provide that iI may be term.iruued wir.hour cause or penalty by. che Association or 
Board of D irecwrs upon not less than th.irry (30) nor more than ninety (90) days' noiicf!: co the 
orher parry given at any time after the rurnover meeting described in Sec~ion 9.8 above. 

9 .12 Project .\ssociations. Nothing in this D~claration shall be constI1;led as prohibiting 
the formation of Project Associations within Running Y Ranch Reson, including, without 
Jimir.acion, Condominium associations, neighborhood associations. frac~ional interest associations, 
cimeshare associations and associations of commercial owners. By a majority vote, the Owners 
of Lots within a Project may elect to establish a Project Association for such Project. The Board 
of Directors of the Association shall assist the Project Associations in the performance of their 
duties and obligations under their respective Project Declarations, and the Association sball 
cooperate with each Project Association so that each of those emicies can most efficiently and 
economically provide their respective services to Owners. It is comemplated that from time to 
time either the Associacion or a Project Association may use the services of the other in the 
fun:herance of their respective obligations. and they may contract wirh each other to better provide 
for such cooperation. The payment for such contract services or a variance in services provided 
may be retlecred in an increased Assessment by the Association for the particular Project or by 
an icem in me Project Association's budget which shall be collected through Project Assessmencs 
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and remined to the Association. If a Project Association fails or is unable to perform a dury or 
obligadon required by irs Project Declaration, chen the Association may, after reasonable nocice 
and an opporrunity to cure given to the Project Association. perform such duties or obligations 
umil such cime as the Project Associ~rion is able co resume such functions, and the Associacion 
may charge the Project Association a reasonable fee for the performance ~f such functions. 

. .J j 
9 .13 Project Committees. Wir.h respect to any Project within Ruhrung Y Ranch Resort 

that does not have a Project Associati?n. the Board of Directors of the Association may appoint 
a Project Committee composed of three, (3) to five (5) Owners of Locs wi~such Project, which 
committee shall be responsible for establishing any Policies and Procedures perraining to Limited 
Common Areas for such Project, for decisions penaining to the operation, use, maintenance, 
repair. replacement or improvement cif such Limited Common Areas, and for such other matters 
pertaining to the Project as me Board of Directors may elect to delegar.e to the Project Committee. 
Following the termination of the C1ass B membership, the Board of Directors of the Association 
shall provide for election of such comminee members by Owners of Lo(S within such Project. 

ARTICLE 10. 

MAINTENANCE. !ITII.ITIES AN]) SER\'JCES 

1 O .1 Maintenance and Lighting of Common t\reas. The Association shall be 

responsibie for exrerior lighting for and perform all maintenance upon the Comnion ·Areas, 
Common Easement A.reas, Limited Common Areas and landscaping within dedicated .rights of 
way, including bm nm limited to grass, trees, walks, private roads, entrance gates, srreet lighting 
and signs, parking areas. walkways and trails, unless the maimenance thereof is assumed by a 
public body. Such areas shall be maintained in a good and workmanlike manner such as to carry 
out the purpose for which such areas are intended. The Associarion shall pay its share of the cost 
of maimaining Running Y Road and Coopers Hawk Road as provided in_Section 4.6. 

10.2 Maintenance of Utilities. The Associa~ion shall perform or contract to perform 
maintenance of all priva(e utilities within Common Areas, such as sanitary sewer service lines, 
domestic wa(er service lines and storm drainage lines, except to the ~xrent such maintenance is 
performed by the utilicies furnishing such services. Each Owne,r shall be respon5ible for 
maintaining utility lines within his Lot. 

10.3 Semrity. The Association may, but shall not be obligated to, maintain or support 
certain activities within the Properties designed to make the Properties safer than they otherwise 
might be. Neither the Association, Dedarant, nor any successor Declarant shall in any way 
be considered insurers or guarantors of semrity within the Resort, nor shall any of them be 
held liable for any loss or damage by reason of failure to provide adequate security or of 
ineffectiveness of security measures undertaken. No representation or warranty is made that 
any fire protection system, burglar alarm system or other security system cannot be 
compromised or circumvented, nor that any such systems or security measures undertaken 
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will in all cases prevent loss or provide the detection or protection for which the system is 
designed or intended. Each Owner acknowledges, understands and covenants to inform its 
tenants that the Association, its board of directors and committees, Dedarant, and any 
successor Declarant are not insurers. and that each person using the Resprt assumes all risks 
for loss or damage to persons, to units and to the contents of L<>ts and 1iving Units resulting 
from acts of third parties. .J 1 

i : 
10.4 Seaices. The Association may provide or contract for such· s~rvices as the Board 

may reasonably deem to be of benefit ~o the Reson, including, without ti.µ-tlc.ation, garbage and 
trash removal for Common Areas. 

10.5 Project Maintenance. The Association may, in the discretion of the Board of 
Directors, assume the maintenance responsibilities sec out in any Project Declaration for any 
Project located on the Resort. after giving the responsible Project Association reasonable notice 
and an opporruniry to correct its deficiem:·lTI.aintenance. In such event, all costs of such 
maintenance shall be assessed only· against those Owners of L-0ts in the Project to which the 
services are provided and shall be Individual Assessments for purposes of this Declaration. The 
assumption of rhis responsibiliry may rake place either by contract or because, in the opinion of 
the Board of Directors, the level and quality of service then being provided is not consist.em with 
the comrnunicy-wide standard of Running Y Ranch Resort. · 

10.6 Owner's ResponsibUity. Except as otherwise provided in this Declaration, 
applicable Project Declarations, or by wrirten agreement with the Association, ail maimenance 
of me Lots and all suucrures, landscaping, parking areas, and other Improvements. thereon, shall 
be the sole responsibility of the Owner thereof, who shall maintain such Lot in· accordance with 
the communiry-wide standard of Running Y Ranch Resort. The Association shall, in the 
discretion oi t:he Board of Directors, assume the maintenance responsibilities of such Owner if, 
in the opinion of the Board of Direcmrs, the level and quality of maintelll;nce being provided by 
such Owner does not satisfy such srandard, and the Project Associarion. or the ·Project in which 
the Lot is located has failed to adequately provide such maintenance. Before assuming the · 
maintenance responsibilities, the Board of Directors shall notify the Owner and any applicable 
Project Association in writing of its intention. to do so, and if su.ch Owner or the Project 
Association has not commenced and diligently pursued remedial ac~ion within thirty (30) days 
after mailing of such written notice, then the Association may ·proceed. The expenses of such 
maintenance by the Association shall be reimbursed to the Association by the Owner, together 
with interest as provided in Section 12.6 below. Such charges shall be an Individual Assessment 
and lien on the Lot as provided in Sections 11. 8 and 12.3 below. 
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ARTICLE 11. 

t\SSESSi"vfENTS 

• I 

11.1 Purpose of Assessments. The Assessmems levied by the Association shall be used 
t!Xclusively co promo re the recreationj health. safety, and welfare of the Owners and occupants 
of Running Y Ranch Resort and for rhe improvement, operation and maintenance of the Common 

I 

Areas. ' : : . 
I I 

I ~ ~ 

11.2 Tvues of Assessments. The Association may levy Annual Assessments, Special 
Assessmencs, Emergency Assessments, Limired Common Are3. Assessmems and Individual 
Assessmems, all as more particularly' described below. 

11.3 Apportionment of Assessments. Lots owned by Declaram or by any successor 
developer or builder who has purchased one or-more parcels from Declaranr for development and 
resale shall nor be subject ro Assessments until such time as the Lor is occupied for a residential 
or a commercial use, as applicable, subject to accrual of reserves as described in Section 11.11 
below. The Lots of any such successor developer or builder shall nor be exempt from 
Assessmems unless Declaram shall have notified the Associarion in writing that the Lots. are 
exempt. All other Lots shall pay a pro rata share . of the Arumal Assessments, Special 
Assessments, Emergency Assessments and Limited Common Area Assessments commencing upon 
the dace such Lors are made subject to this Declaration. The pro rata share shall be based upon 
the total amoum of each such Assessmem divided by rhe total number of Assessment. Units of L-Ots 
subjecr to Assessment, times the number of Assessment Units assigned to such Lots as follows: 

(a) Residential L-0ts. Each Residential Lot (including Condominium Units) 
shall be assigned one Assessment Unir for each Living Unit located on the Lot. A single family 
Residential Lot shall be assigned one Assessmem Unit, regardless wherh~r the Living Unit has 

been consuucied on the Lot. 

(b) Commercial Lots. Each Commercial Lot shall be assigned· Assessment 
Units for such Lot on such basis as may be determined in the declaration anne~ing the 
Commercial Lot to Running Y Ranch Resort. 

Notwithstanding the provisions of this section, however, a supplemental declaration annexing a 
specific Common Area facility may specify a special allocation of assessing the cosrs of operating 
and maintaining the facility on such Common Area in order to more fairly all'ocace such cost, 
taking into the accoum the extem of use or other factors. 

11.4 Annual Assessments. The Board of Directors of the Associarion shall from time 
to time and at leasr annually prepare an operating budget for the Association, taking into account 
the current costs of maintenance and services and furore needs of rhe Association, any previous 
overassessment and any common profits of rhe Association. In addirion, the budget shall take imo 
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account the number of Assessment Units as of the first day of the fiscal year for which the budget 
is prepared and the number of Assessmem Unics reasonably anticipated to become subject m 
assessmem during the fiscal year. The budget shall provide for such reserve or contingency funds 
as (he Board deems necessary or as may be required by law, bur DO[ less than the reserves 
required by Section 11.11 below. A~ual Assessmems for such operating expenses and reserves 
( "Anr;mal Assessments'~) shall .then \f apportioned among the Locs a.~ p.ro.vided in Section 11.3 
above. The mec.hod ot adopnon ot the budget and the manner or bLl~ng and collection of 
Assessments shall be as provided in r.he Bylaws. ; ) 

·, ; 
I ; ~ . 

11.5 Spedal Assessments. In addition to the .Annual Assessment authorized above, the 
Board of Directors may levy during any fiscal year a Special Assessment ("Special Assessment"), 
applicable co that year only, for the purpose of deferring all or any part of the cost or any 
construction or reconstruction, unexpected repair, or acquisirion or replacement of a described 
capiral improvement, or for any other one-lime expendirure not co be paid for out of Annual 
Assessmenrs. Special Assessments which in.the aggregare in any fiscal year exceed an amount 
equal to five percent of me budgeted gross expenses of the Association for r.he fiscal year may be 

levied only if approved by a majority of the Vocing Unirs voring on such marrer. cogether with the 
wrirten consem of the Class B member:, if any. Special Assessments shall be apportioned as 
provided in Section 11.3 above and may be payabie in lump sum or in installmenrs, with or 
withou[ imerest or discoum, as decennined by che Board of Directors. 

11.6 Emergency Assessments. If the Annual Assessments levied ar any rime· are, or 
will become, inadequate ro meet all expenses incurred under mis Declaration for any reason, 
including nonpayment of any Owner's Assessmencs on a current basis, r.he Board of Directors of 
the Association shall immediarely determine the approximace arnoum of such inadequacy and issue 
a supplemental budget, noting the reason therefor, and levy an Emergency ,Assessment for the 
amount required ro meec all such expenses on a current basis ("Emergency Assessment"). Any 
Emergency Assessment which in the aggregate in any fiscal year would e:<ceed an amoum equal· 
co five percent of the budgeced gross expenses of the Associacion for the. fiscal year may be levied 
only if approved by not less than a majority of the Vm~ng Units voting on such matter, together 
with the written consent of the Class B member, if any. Emergency Assessmenrs shall be 
apportioned as set forth in Section 11.3 above and payable as det.ermined by the Board of 
Directors. 

11. 7 Limited Common Area Assessments. Annual Assessments, Special Assessrnenrs 
and Emergency Assessments relating to maintenance, upkeep, repair,. replacement· or 
improvements to Limited Common Areas ("Limited Common Area Assessments") shall be 
assessed exclusively to the Lots having the right to use such Limited Common Areas. 

11. 8 Individual Assessments. Any common expense or any part of a common expense 
benefitting fewer than all of the Lots may be assessed exclusively againsr the Lots benefined 
("Individual Assessment"). Individual Assessments include, without limitation, charges for 
services provided under Sections 9.S(i), 9.1:2, 10.5 and 10.6. Individual Assessments shall also 

PDXIA-15541.4 15531-0015 31 



J ~. 

23586 

include default assessments levied against any Lot to reimburse the Association for costs incurred 
in bringing such Lm or ics Owner imo compliance with the provisions of this Declaration or the 
Policies and Procedures of the Association and for fines or other charges imposed pursuant to this 
Declaration for violation thereof. , Unless otherwise provided by the Board of Directors, 

I 

Individual Assessmencs shall be due 30 days after the Board of Directors has given written notice 
[hereof to the Owners subject to [ndjtidual Assessments. · 

i ; 
11. 9 ,.\nnexation of Additional Property. When Additional Pro~rties are annexed to 

Running Y Ranch Resort. the Locs incl\lded therein shall become subject m~·Assessmenrs from the 
date of such annexation, except for those Lots exempt from assessment pursuant to Section 11.3 · 
above. All other Locs shall pay such Assessments in the amoum then being paid by other Lots. 
The Board of Direcrors of the Association, however, at ics option may elect to recompute the 
budget based upon the additional Locs subject to assessment and additional Common Areas and 
recompute Annual Assessments for all Lots, including me new Lots, for the balance of the fiscal 
year. Norwithstanding any provision of this Declaration apparently to the conrrary, a declaradon 
annexing Additional Property may provide th.at such .-\dditional Propeny does nm have the right 
ro use a particular Common Area or facility located mereon, in which case such Additional . 
Property shall not be assessed for the costs of operating, maintaining, repairing, replacing or· . · 
improving such Common Area or faciliry. , 

11.10 Operations Fund. The Association shall keep all funds received by it as 
Assessments. other than reserves described in Section 11. 11, separate and apart from irs other 
funds, in an account co be known as the "Operations Fund." The Association shall use.such fund 
exclusively for the purpose of promoting the recreation. health, safety and welfare of the residents 
wichin rhe Resort and in panicular for the improvement and maimenance of properties, services 
and facilities devmed to this purpose and related to the use and enjoyment of the Comnion Areas 
and of the Locs siruated upon rhe Resort, including bur not limited w: 

(a) Payment of the cost of maintenance, utilities and services ·~s described in 
Article 10. 

(b) Payment of the cost of insurance as descriqed in the Bylaws of the 

Association. 

( c) Payment of taxes assessed against the Common Areas and any improvements 

thereon. 

(d) Payment of the cost of other services which the Association deems to be of 
general benefit to the Owners, including but noc limiced to accounting, legal and secretarial 

services. 

11.11 Reserye Fund. The Declarant shall esr.ablish a reserve fund for replacement of 
(hose items to be maintained by the Associadon all or a part of which will normally require 
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replacement in more than rhree (3) and less than thirty (30) years ("Reserve Fund"). Such 
Reserve Fund shall be funded by Assessments against the individual Lots assessed for maimenance 
of the items for which the Reserve Fund is being established. The Assessments under this section 
begin accruing ·against each Lot froi:n the date the first Lot in the Resort is conveyed. The 
Declarant may defer payment of the a~rued A.ssessmems for a Lot until the Loe is conveyed. The 
amouijt assessed shall take inw acco~r the estimated remaining life of the irems for which the 
reserve is created and the current replacement cost of such items. The Reserve Fund shall be 
established in me name of'tl1e Association and shall be adjusted at regular in'.tervals to recognize 
changes in currem• replacement costS ,over time. The Reserve Fund s£¥it be used only for 
replacement of common property as determined by the Board of Direct0rs and shall be kept 
separate from the Operacions Fund. Any inrerest earned on funds deposired in the Reserve Fund, 
however, may either be accumulated in the Reserve Fund or deposired in the "Operarions Fund." 
After termination of the Class B membership, however, the Board of Direcrnrs may borrow funds 
from the Reserve Fund to meet high seasonal demands on the regular operating funds or to meet 
O[her temporary expenses which will later be paid from Annual Assessmenrs, Special 
Assessments, Emergency Assessments or Limited Common Area Assessmenr.s. Nothing in this 
section shall prohibit prudent invesonem of the reserve account. Following the second year after 
rhe turnover meeting, furore Assessmems for the Reserve Fund may be reduced, eliminated or 
decreased by an affirmative vore of not less than seventy-five percent (75 % ) of all Voting Unit.5 
in the Association. Assessments paid imo the Reserve Fund are the properry of rhe Association 
and are not refundable to sellers or Owners of Lots. Sellers of the Lots, however, may creac their 
oursranding share of the Reserve Fund as a separate item in any sales agreement. 

11.12 Creation of Lien and Personal Obligation of Assessments. Declarant, for each 
Lot owned by it within the Resort, does hereby covenant, and each Owner of any Lor by 
acceptance of a conveyance thereof, whether or not so expressed in any such conveyance, shall 
be deemed ro covenant to pay to the Association all Assessments or other charges as may be fixed·, 
established and collected from time to time in the manner provided in tp.is Declaration or the 
Association Bylaws. Such Assessments and charges, together with any interest, expenses or 
actorneys 1 fees imposed pursuant to Section 12.6, shal.l be a charge on the la:qd and shall be a 
continuing lien upon the Loe against which each such Assessment or charge is made.· Such 
Assessments, charges and oilier costs shall also be the personal obligati~m of the person who was 
the Owner of such Lot at the time when the Assessment or charge fell due. Such liens and 
personal obligations shall be enforced in the manner set forth in Article 12 below. 

ARTICLE 12. 

ENFORCEl\1ENT 

12.1 Use of Common Areas. In me evem any Owner shall violate any provision of this 
Declaration, the Bylaws of the Associacion or other Policies and Procedures adopted by the 
Association governing the use of Common Areas, then the Association, acting through its Board 
of Directors, shall nocify the Owner in writing that the violations exist and the Owner is 
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responsible for them, and may, after reasonable notice and opporruniry to be heard, do any or all 
of the following: (a) suspend the Owner 1s voting righrs and right to use the Common Areas for 
the period that tbe violacions remain unabated, or for any period nor to exceed sixty (60) days for 
any infraction of its Policies and Proce.dures, (b) impose reasonable fines upon me Owner, in the 
manner and amount the Board deems appropriate in relation to the violationJ which fines shall be 
paid imo the Operations Fund as Indi~idual Assessments, or (c) bring suit or action against such 
Owner to enforce this Declaration. Naming in this section, however, shal~ give the Association 
the right to deprive any Owner of acc,ess ro and from the Owner 1 s Lot. ; ~ 

j I 
I ~ ~ : 

12.2 NonQualifyjng Improvements and Violation of General Piotectjye Covenants. 
In the evem any Owner constructs or permits to be constructed on his Loe an Improvement 
contrary ro the provisions of this Declaration, or causes or permits any Improvement. activity, 
condition or nuisance conr.rary to the provisions of this Declaration to remain uncorrected or 
unabated on the Owner's Lot, then the Association acting through its Board of Directors shall 
notify the Owner in writing of any such specific violations of this Declaration and shall require 
the Owner to remedy or abate the same in order to bring his Lot, the Improvements thereon and 
the use thereof, into conformance with this Declaration. If the Owner is unable, unwilling or 
refuses to comply with the Associarion'.s specific directives for remedy or abacemenc, or the 
Owner and the Association cannoc agree co a murually acceptable solution within the framework 
and intent of this Declaration. after notice and opportunity to be heard and within sixry (60) days 
of written notice to the Owner, then the Association acting through its Board of Directors, shall 
have the right to do any or all of the following: 

(a) Assess reasonable fines against such Owner in the manner and amount the 
Board deems appropriate in relation to the violation, which fines shall constirute Individual 
Assessments for purposes of this Declaration~ 

(b) Enter the offending Lot and remove the cause of such violation, or alter. 
repair or change the item wbich is in violation of this Declaration in such a manner. as to make 
ir conform thereto. in which case the Association may assess such Owner for the entire cost of 
the work done, which amount shall be payable to the Operations Fund as an Individual 
Assessment, provided that no items of consrruction shall be altered or ~emolished in ~e absence 
of judicial proceedings, or 

(c) Bring suit or action against the Owner on behalf of µie Association and 
other Owners to enforce this Declaracion. 

12.3 Default jn Payment of Assessmeutq; Enforcement of J,ien. If an Assessment or 
other charge levied under this Declaration is not paid within thirty (30) days of its due date, such 
Assessment or charge shall become delinquent and shall bear interest from the due date at the rate 
se[ forth below. In such event the Association may exercise any or all of the following remedies: 
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(a) The Association may suspend such Owner's voting righrs and right to use 
the Common Areas until such amounts, plus orher charges under this Declaration. are paid in full 
and may declare all remaining periodic installments of any Annual Assessment imrnediacely due 
and payable. In no evenc, however,, shall the Association deprive any O;-vner of access to and 

from the Owner's Loe. 
.J 

(b) The Association shall have a lien against each Lot for any Assessmem levied 
against the Loe, including any fines or other charges imposed under this Decltiracion or the Bvlaws 
against the Owner of the Lot from th~ date on which the Assessment is~due. The provisions 
regarding the attachment, notice, recordation and duration of liens established on real property 
under ORS 94.704 to 94.716, as the same may be amended, shall apply to the Association's lien. 
The lien shall be foreclosed in accordance with the provisions regarding the foreclosure of liens 
under ORS Chapter 88. The Association, through irs duly authorized agenrs, may bid on the Loe 
ar such foreclosure sale, and may acquire and hold, lease, mortgage and convey the Lot. . . 

(c) The Association may bring an action to recover a money judgment for 
unpaid Assessments under mis Declaracion wirhout foreclosing or waiving the lien described in 
paragraph (b) above. Recovery on any such action, however, shall operate to satisfy the lien, or · 
the portion thereof, for which recovery is made. -

(d) The Association shall have any other remedy available to it by law o~ in. 
equiry. 

12.4 Notification of First Mortgagee. The Board of Directors shall notify any first 
mortgagee of any individual Loe of any default in performance of this Declaration by the Loe 
Owner which is noc cured within sixty· (60) days after notice of default to the Owner. 

12.5 Subordination of Lien to Mortgages. The lien of the f\.ssessme~ts or charges 
provided for in this Declaration shall be subordinate to the 1ien of any mortgag,e or deed. of trust 
on such Loe which was mad~ in good faith and for value and which was recorded prior co the · 
recordation of the notice of lien. Sale or transfer of any Loe shall not affect the Assessment lien, 
but the sale or transfer of any Lot which is subject to any mortgage or deed of trust pursuant to 
a decree of foreclosure or nonjudicial sale thereunder shall extinguis~ any lien of an Assessment 
notice of which was recorded after the recording of the mortgage or trust deed. Such sale or 
transfer, however, shall not release the Loe from liability for any Assessments. or charges 
thereafter becoming due or from the lien of such Assessments or charges. 

12.6 Interest. Expenses and Attorneys' Fees. Any amount not paid to the·Association 
when due in accordance with this Declaration shall bear interest from the due dat~ until paid at 
a race three percentage points per annum above the prevailing Portland, Oregon prime race ac the 
time, or such other rate as may be established by the Board of Directors, but not to exceed the 
lawful race of interest under the laws of the Stace of Oregon. A late charge may be charged for 
each delinquent Assessment in an amount established from time ro time by resolution of the Board 
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of Directors of the Association not to exceed thiny percent (30 % ) of such Assessment:. In the 
event the Association shall file a notice of lien, the lien amoum shall also include the recording 
fees associated with filing the notice, and a fee for preparing the norice of lien established from 
time to time by resolution of the Board of Directors of the Association. In the event the 
Association shall bring any suit or acdon to enforce this Declaration, or to ~ollect any money due 
under. this Declaration or to foreclose.Ji lien, the Owner-defendant shall pa~ co the Association all 
costs and expenses incurred by it in connection with such suit or action, i.tiduding a foreclosure 
title repon, and the prevailing parry in such suit or action shall recover such;amount as me court 
may determine to be reasonable as a'ttpmeys' fees at trial and upon any pppeal or petition for 
review thereof or in connection with any bankruptcy proceedings or special bankruptcy remedies. 

12. 7 Assignment of Rents." As security for the payment of all liens arising pursuant to 
this Article 12, each Owner hereby gives to and confers upon the Association the right, power and 
aumoriry, during the continuance of such ownership, to collect rhe rents, issues and profits of rhe · 
Owner's Lot, reserving unto the Owner the right, prior to any default by such Owner in 
perfonnance of that Owner's obligation under this Declaration or the Bylaws to collect and retain 
such renrs, issues and profitS as they become due and payable. Upon any such default, the 
Associacion may, at any time after ten (1.0) days wrirten norice ·to such Owner, either in person, 
by agem or by a receiver to be appoimed by a court of competent jurisdiction. and without regard 
co the adequacy of any security for such indebcedness, enter upon and take possession of such 
Owner1 s Lor or any part thereof, in its own name sue for or otherwise collect such rents, issues 
and profits, including those past due and unpaid, and apply the same, less costs and expe.n.ses of 
operation and collection, including reasonable attorneys' fees, in payment of any indebtedhess co 
the Association or in performance of any agreement hereunder, and in such. order. ~ the 
Association may determine. Such action shall not cure nor waive any default hereunder or 
invalidate any act done pursuant to this Declaration. The assignment of rems and powers 
described in the foregoing paragraph shall not affect, and shall in all respects be subordinate to, 

che rights and powers of the holder of any first or second mortgage o~ any Lot, or any part 
thereof, to do the same or similar acts. 

12. 8 Nonexchisjyeness and Acc1unulation of Remedies. An election by the Association 
co pursue any remedy provided for violation of this Declaration shall .not prevent concurrent or 
subsequent exercise of another remedy permitted under this Declarati~n. The remedies provided 
in this Declaration are not exclusive but shall be in addition co all· other remedies, including 
actions for damages and suits for injunctions and specific performance, available under applicable 
law to the Association. In addition, any aggrieved Owner may bring an action against ~other 
Owner or the Association to recover damages or to enjoin, abate or remedy any· violation of this 
Declaration by appropriate legal proceedings. 
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ARTICLE 13. 

MORTGAGEES 

. . 

13 .1 Reimbursement of First Mortgagees. First mongagees of Lots may, jointly or 
singly_, pay taxes or other charges wqjch are in default and which may or have become a charge 
against any Common Area and may pay overdue premiums on hazard insuq.nce policies or secure 
new hazard insurance coverage on the lapse of a policy, for such ¢oiiunon Area. First 
mortgagees making such payments sh~ll be owed immediate reimburse~eht therefor from the 
Association. 

13.2 Right of First Mortgagm Relating to Maintenance. Al any time that the 
Common Areas are not maintained or repaired by the Association to the extent reasonably 
necessary to protect and preserve the value of the Resort for security purposes, men the record 
mon:gagee, upon giving written notice as provided in this section, shall be emitied to exercise the 
rights of c.he Owner of the Lot as a member of the Association to vote at all regular and special. 
meetings of the members of the Associarion for a period of one year following the dare of such _ 
notice. During this one-year period, th~ Association shall give nocice of all regular and special · 
meetings to both me Owner and the morrgagee, and the Owner may attend such meetings as an 
observer. Notice from the mortgagee under this section shall quote this Section 13 .2 and shall 
be senc postage prepaid by certified United Stares mail, rerum receipc requested, to the Owner 
with a copy by regular mail to che Association at the last known address of each. · 

ARTICLE 14. 

MISCELLANEOUS PROVISIONS 

14.1 Amendment and Repeal. This Declaration, or any provisiqn thereof, .as from time. 
to time in effect with respect to all or any part of the Resort, may be amended or t~pealed by the 
vote or written coru;ent of Owners holding not less than. seventy-five percent (75.%) of the V acing 
Units in the Association, toger.her with the written consent of the Class B member, if such Class B 
membership has not been terminated as provided in this Declaradon.. Any such amendment or 
repeal shall become effective only upon recordation in the Deed Records of Klamath County·, 
Oregon, of a certificate of the president or secretary of the Associarion setting forth in full the 
amendment, amendments or repeal so approved and certifying that said amendment, amendments 
or repeal have been approved in the manner required by this Declaration. In no event shall an 
amendment under this section create, limit or diminish special Declarant righ~ without 
Declarant' s written consent, or change the boundaries of any Lot or any uses to which any Lot 
is restricted unless the Owners of the affected Lots unanimously consent to the amendment. 

14.2 Regulatory Amendments. Notwithstanding the provisions of Section 14. l above, 
until termination of che Class B membership Declarant shall have the right to amend this 
Declaration and the Articles of Incorporation and Bylaws of the Association in order to comply 
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with the requirements of any applicable statute, ordinance or regulation of the Federal Housing 
Administration, the U.S. Department of Housing and Urban Development, the Veterans 
Administration, the Farmers Horne Administration of the United States, the Federal National 
Mortgage Association, the Governmenr National Mortgage Association, the Federal Home Loan 
Morrgage Corporation, any deparonent, bureau, board, commission or agency of the United States 
or (h~ State of Oregon, or any corp~ration wholly owned, directly or indirectly, by the United 
States or the Stace of Oregon which insures, guarantees or provides fijJancing for a planned 
community or lots in a plarmed community or regulates the development or ~ale of real property. 

I I 

I \:.; 

14. 3 Duration. This Declaration shall run with the land and shall be and remain in full. 
force and effect at all times with respect to all property included within the Resort and the Owners 
thereof for an initial period of thiny (30) years commencing with the date on which this document 
is recorded. Thereafter, this Declaration shall continue to run with the land and be and remain 
in full force and effect at all times with respect tO all property within the Resort and the Owners 
thereof for successive additional periods of ten (10) years each. The continuation from the initial 
or any additional period into the next subsequent period shall be automatic and without the 
necessity of any nocice, consent or other action wharsoever; provided, however, that this. ,. . 
Declaration may be terminated at the ~nd of the initial or any additional period by resolution· . · 
approved not less than six (6) months prior' to the intended termination date by the vore or written 
consent of Owners owning not less than seventy-five percent (75 % ) of the Voting Units in the 
Association. Any such termination shall become effective only if a certificate of the presidenr:or · 
secretary of the Association, certifying that termination as of a specified termination date li.as been 
approved in the manner required in this Deciaration, is duly acknowledged and recorded in the 
Deed Records of Klamath County, Oregon, not less than six (6) months prior to the in~nded 
tennination date. Such termination shall not have the effect of denying any Owner access to· the·. 
Owner• s Lot unless such Owner and any mortgagee of such Lot have consented in writing co the 

termination. 

14.4 Joint Owners. Unless otherwise provided in a Project Declaration-, in any case in 
which n:vo or more persons share the ownership of any. Lot, regardless of the form of ownership, 
the responsibility of such persons to comply with this Declaration shall be a joint and severar .· 
responsibility and the act or consent of any one or more of such pers.ons· shall constitute the act 
or consent of the entire ownership interest; provided, however, that in the ·event such persons 
disagree among themselves as to the manner in which any vote .or right of consent held by them 
shall be exercised with respect to a pending matter, any such person may deliver written notice 
of such disagreement to the Association, and the vote or right of consent involved shall then be 
disregarded completely in determining the proportion of votes or consents given with respect to 

such matter. 

14.5 Lessees and Other Invitees. Lessees, invitees, contractors, family members and 
other persons entering the Resort under rights derived from an Owner shall comply with ail of the 
provisions of this Declaracion resrricting or regulating the Owner's use, improvement or 
enjoyment of his Lot and or.her areas within the Resort. The Owner shall be responsible for 
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obtaining such compliance and shall be liable for any failure of compliance by such persons in the 
same manner and to the same extent as if the failure had been committed by the Owner himself. 

14.6 Notice of Sale or·Tra:qsfer of Title. Any Owner selling or otherwise transferring 
title co his or her Lot shall give the Associacion written notice within seven (7) days after such 
transf~r of the name and address of ~i purchaser or transferee, the date o~ such transfer of title, 
and such or.her information as the Association may reasonably require. i ~he transferor shall 
continue co be jointly and severally responsible with the transferee for all obligations of the Owner 
of the Lot, including assessment oblig'a~ions, until the date upon which sucq Q.otice is received by 
the Board, notwithstanding the rransfer of title. · 

14.7 Nonwajyer. Failure by the Association or by any Owner to enforce any covenant 
or restriction herein contained shall in no event be deemed a waiver of the right co do so 

thereafter. 

14.8 Construction; Seyerability; Number; Captions. This Declaration shall be 
liberally construed as an entire document to accomplish the purposes thereof as stated in the .. 
inrroductory paragraphs hereof. Nevenh~lessJ each provision of this Declaration shall be deemed · .. 
independent and severable, and the invalidity or partial invalidity of any provision shall not affect 
the validity or enforceability of the remaining pan of that or any other provision. 

As used in this Declaration, the singular shall include the plural and the plural ·the 
singular, and the masculine and neurer shall each include the masculine, feminine ~d .neuter, as 
the concext requires. All captions used herein are incended solely for convenience of reference 
and shall in no way limit any of the provisions of this Declaration. 

14.9 Notices and Other Documents. Any notice or other document permitted or 
required by this Declaration may be delivered either personally or by mail.. Delivery by mail shall. 
be deemed made twenty-four (24) hours after having been deposited in the Uni~ed Stares· mail as 
certified or registered mail, .with posrage prepaid, add~essed as follows: If to. Deciarant or the · 
Association, 10440 West Highway 140, Klamath Falls, Oregon 97601; if to an Owner; at the 
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address given by the Owner at the time of purchase of a Lm, or at the Lot. The address of a party 
may be changed at any time by natice in writing delivered as provided in this section. 

IN WITNESS WHE~OF, Declarant has executed this D~laration as of the day 
and year first written above. 

STATE OF OREGON 

County of 
)ss. 
) 

·.J 
RUNNING Y RESORT,~ TNC., 

I 
an Oregon 

corporation ' ; 

.d The foregoing ins:rument '/'as acknowledged before tills ...x? ~ ~ay of 
/-/(<t:ll..5.r , l99c?, by /C7 UE#Y-r , dcs/..v~_,,vr ·of: 
RUNNING Y RESORT, INC., an Oregon corporation, on its behalf. 

• 

OFFICJAL SEAL 
JANET L BWEGARY 

NOTARY PUBUC-OAEGON 
COMMfSSION NO. 018586 

~ COMMISSlON EXPIRES SEP. 2,, Jggs 

STATE OF OREGON: COUNTY OF KLAlv_{ATH: SS. 

Public for Oregon ~ k 
commission expires: .~,,,A 

Filed for record at request of Running Y Resort Tnr the 2nd day 
of Au~ust A.D., 19 --9.L at 11 · 04 o'clock _.A_M., and duly record~ in Vol. _...i.;.}i~Q_..6 __ _ 

of Deeds on Page ?3548 . . 
Bernet:ha ~etschc;ouncy C~~! · 

FEE $240.00 By 7~1 du ~ ~.,~J 
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RUNNING Y UTILITY 

for the period ending 12/31/15 

DESCRIPTION 

LAND:WELL #3 

PUMP HOUSE 

WELL #3 PUMP HOUSE 

ROADWAY-WELL HOUSE 

FENCING: WELL PUMP HOUSE 

LAND IMPR:PHASE 11 

BUILDING:WELL HOUSE 

BLDG:COM WELL PUMP HOUSE 

WELL#l 

WELL #1 ADDITIONAL 

WELL #1-ADDITION 

WELL#l ADD'L:HOUR METER 

WELL#3 

WELL #3 ADDITIONAL COSTS 

WELL#3 ADDITIONAL COSTS 

RW:COMWELL 

SUPPLY MAINS 

RW:P1D2 SUPPLY MAINS 

RESEVOIR BOOSTER PUMP 

SYNCROFLOW PUMP STATION 

PUMP:MERGANSER HYDROMATIC 

BLDG:COM BOOSTER PUMP STATION 

RW:COM WELL PUMP 

RW:COM BOOSTER PUMP 

RW:COM BOOSTER PUMP INTERFACE 

RY:BOOSTER CONTROL UPGRADE 

COLLECTING: IMPOUND RESERVOIR 

RESERVOIR:ABOVE GROUND TANK 

PH I WATER DISTRIBUTION 

PH V-WATER DISTRIBUTION 

COMMON WATER DISTRIBUTION 

PH Ill LOTS-WATER DISTRIBUTION 

SUNFOREST PH VI-WATER DISRIBUT 

COMMON WATER DIST-APPLIED COST 

PH IX-PAYNE CANYON WATER DIST 

PH X-WATER DISTRIBUTION 

PH VIII-RANCH VIEW WATER DIST. 

PHASE VII WATER DIST (ECVC) 

PHVll WATER DISTRIBUTION EQUIP 

SUNFORESTWATER DISTRIBUTION 

PH V WATER DISTRIBUTION 

COMMON WATER DISTRIBUTION 

WATER INFRASTRUCTURE:PHASE 11 

WATER INFRASTRUCTURE:PHASE 12 

PHASES-RANCH VIEW 2ND EXT 

SUN FOREST PH6 3RD EDITION 

WATER INFRASTRUCTURE, PHASE 13 

RW:P1D2 TRANS AND DIST 

RW:PlDl TRANS AND DIST 

RW:COM TO Dl&D2 TRANS/DIST 

RW:PlDS TRANS AND DIST 

WATER DIST LINES-ASPEN RUN 

SERVICES PH 1&11 (PIPETO MTR) 

PH Ill SERIVCE-PIPE TO METER 

PH V SERVICE-PIPE TO METER 

PENNBROOK WATER 

SUNFOREST PH VI-WATER SERVICE 

PENBROOK WATER EQUIPMENT 

RW:P1D2 SERVICE LINES 

RW:PlDl SERVICES 

RW:PlDS SERVICE LINES 

RW:COM SERVICE 

HYDRANTS 

FIRE HYDRANT 

RW:PlDl HYDRANTS 

RW:COM HYDRANTS 

RW:P1D2 HYDRANTS 

RW:PlDS HYDRANTS 

SOFTWARE:UTILITY BILLINGS 

COMPUTER:HP COMPAQ DC7 

COMPUTER:HP DC7700 

Total Per Rate Case 

IDY ACQUIRED 

2002 

1999 

2002 

2003 

2003 

2004 

200S 

2007 

1997 

1999 

2000 

2001 

2002 

2002 

2003 

2007 

1997 

2007 

1998 

1998 

2006 

2007 

2007 

2007 

2007 

2007 

1997 

2007 

1997 

1999 

1999 

1999 

1999 

2001 

2002 

2002 

2002 

2002 

2002 

2002 

2002 

2002 

2003 

2004 

2004 

200S 

2006 

2007 

2007 

2007 

2007 

2008 

1997 

1999 

1999 

1999 

1999 

2002 

2007 

2007 

2007 

2007 

120 1997 

1 2004 

2007 

2007 

2007 

2007 

1999 

2006 

2007 

Original 
COST 

S,000 

4,9SS 

43,600 

3,300 

2,300 

28S 

1,477 

92,768 

2S8,S01 

10,S30 

lS,160 

1,329 

1S7,786 

47,6S3 

18,20S 

330,603 

1,100,636 

80,SSS 

S,364 

72,000 

S,lOS 

380,S83 

19,S86 

53,929 

196,663 

83,964 

147,337 

464,486 

474,179 

427,011 

231,444 

228,41S 

112,233 

1,720 

1S2,42S 

120,889 

83,S71 

6,223 

2,039 

1,976 

S06 

213 

646,664 

SOS,481 

146,7S2 

171,670 

923,0SS 

1,324,301 

1,216,223 

498,424 

97,893 

77,400 

76,187 

139,130 

S9,304 

2S,S84 

17,207 

1,042 

29S,SS2 

1SS,S39 

60,886 

7,676 

3S,119 

3,608 

131,189 

S,297 

141,880 

10,127 

3,163 

1,S03 

1,187 

12,228,S78 

PUC 

Acct# 

303 

304 

304 

304 

304 

304 

304 

304 

307 

307 

307 

307 

307 

307 

307 

307 

309 

309 

311 

311 

311 

311 

311 

311 

311 

311 

330 

330 
331 

331 

331 

331 

331 

331 

331 

331 

331 

331 

331 

331 

331 

331 

331 

331 

331 

331 

331 

331 

331 

331 

331 

331 

333 

333 

333 

333 

333 

333 

333 

333 

333 

333 

33S 

33S 

33S 

33S 

33S 

33S 

347 

347 

347 

PUC Annual 
Asset Life )epreciatio Final Year 

3S 142 2034 

3S 1,246 2037 

3S 94 2038 

3S 66 2038 

3S 8 2039 

3S 42 2040 

3S 2,6Sl 

2S 10,340 

2S 421 

2S 606 

2S S3 

2S 6,311 

2S 1,906 

2S 728 

2S 13,224 

so 22,013 

so 1,611 

20 268 

20 3,600 

20 2SS 

20 19,029 

20 979 

20 2,696 

20 9,833 

20 4,198 

so 2,947 

so 9,290 

so 9,484 

so 8,S40 

so 4,629 

so 4,S68 

so 2,24S 

so 34 

so 3,049 
so 2,418 

so 1,671 

so 124 

so 41 

so 40 

so 10 

so 4 

so 12,933 

so 10,170 

so 2,93S 

so 3,433 

so 18,462 

so 26,486 

so 24,324 

so 9,968 

so 1,9S8 

so 1,S48 

30 2,S40 

30 4,638 

30 1,977 

30 8S3 

30 S74 

30 3S 

30 9,8S2 

30 S,18S 

30 2,030 

30 2S6 

40 878 

40 90 

40 3,280 

40 132 

40 3,S47 

40 2S3 

633 

301 

237 

300,921 

2042 

2022 

2024 

202S 

2026 

2027 

2027 

2028 

2032 

2047 

20S7 

2018 

2018 

2026 

2027 

2027 

2027 

2027 

2027 

2047 

20S7 

2047 

2049 

2049 

2049 

2049 

20Sl 

20S2 

20S2 

20S2 

2os2 

20S2 

20S2 

20S2 

20S2 

20S3 

20S4 

20S4 

20SS 

20S6 

20S7 

20S7 

20S7 

20S7 

20S8 

2027 

2029 

2029 

2029 

2029 

2032 

2037 

2037 

2037 

2037 

2037 

2044 

2047 

2047 

2047 

2047 

2004 

2011 

2012 

1997 

o 
10,340 

22,013 

o 

2,947 

9,484 

2,S40 

o 

878 

1998 

10,340 

o 

22,013 

268 

3,600 

o 

2,947 
o 

9,484 

o 

2,S40 

878 

1999 

142 

10,340 

421 

o 

22,013 

268 

3,600 

o 

2,947 

o 
9,484 

8,S40 

4,629 

4,S68 

2,24S 

2,S40 

4,638 

1,977 

8S3 

S74 

878 

633 

o 

2000 

142 

10,340 

421 

606 

o 

22,013 

o 
268 

3,600 

o 

2,947 

o 
9,484 

8,S40 

4,629 

4,S68 

2,24S 

2,S40 

4,638 

1,977 

8S3 

S74 

878 

o 

633 

2001 

142 

10,340 

421 

606 

S3 

22,013 

o 
268 

3,600 

o 

o 
2,947 

9,484 

8,S40 

4,629 

4,S68 

2,24S 

34 

2,S40 

4,638 

1,977 

8S3 

S74 

878 

o 

633 

2002 

142 

1,246 

10,340 

421 

606 

S3 

6,311 

1,906 

22,013 

o 
268 

3,600 

2,947 

9,484 

8,S40 

4,629 

4,S68 

2,24S 

34 

3,049 

2,418 

1,671 

124 

41 

40 

10 

2,S40 

4,638 

1,977 

8S3 

S74 

3S 

878 

633 

2003 

142 

1,246 

94 

66 

10,340 

421 

606 

S3 

6,311 

1,906 

728 

22,013 

o 
268 

3,600 

2,947 

9,484 

8,S40 

4,629 

4,S68 

2,24S 

34 

3,049 

2,418 

1,671 

124 

41 

40 

10 

12,933 

2,S40 

4,638 

1,977 

8S3 

S74 

3S 

878 

633 

o 

2004 

142 

1,246 

94 

66 

2005 

142 

1,246 

94 

66 

8 

42 

2006 

142 

1,246 

94 

66 

8 

42 

2007 

142 

1,246 

94 

66 

42 

2008 

142 

1,246 

94 

66 

42 

2009 

142 

1,246 

94 

66 

42 

2,6Sl 2,6Sl 2,6Sl 

10,340 10,340 10,340 10,340 10,340 10,340 

Gl Gl Gl Gl Gl Gl 

606 606 606 606 606 606 

9 9 9 9 9 9 
6,311 6,311 6,311 6,311 6,311 6,311 

1,906 1,906 1,906 1,906 1,906 1,906 

728 728 728 728 728 728 

o o o 13,224 13,224 13,224 

22,013 22,013 22,013 22,013 22,013 22,013 

o o o 1,611 1,611 1,611 

268 268 268 268 268 268 

3,600 3,600 3,600 3,600 3,600 3,600 

2SS 2SS 2SS 2SS 

19,029 19,029 19,029 

979 979 979 

2,696 2,696 2,696 

9,833 9,833 9,833 

4,198 4,198 4,198 

2,947 2,947 2,947 2,947 2,947 2,947 

o o o 9,290 9,290 9,290 

9,484 9,484 9,484 9,484 9,484 9,484 

8,S40 8,S40 8,S40 8,S40 8,S40 8,S40 

~~9 ~~9 ~~9 ~~9 ~~9 ~~9 

4,S68 4,S68 4,S68 4,S68 4,S68 4,S68 

2,24S 2,24S 2,24S 2,24S 2,24S 2,24S 

M M M M M M 
3,049 3,049 3,049 3,049 3,049 3,049 

2,418 2,418 2,418 2,418 2,418 2,418 

1,671 1,671 1,671 1,671 1,671 1,671 

124 124 124 124 124 124 

41 41 41 41 41 41 

40 40 40 40 40 40 

10 10 10 10 10 10 

4 4 4 4 4 4 

12,933 12,933 12,933 12,933 12,933 12,933 

~m ~m ~m ~m ~m ~m 

~~s ~~s ~~s ~~s ~~s ~~s 

3,433 3,433 3,433 3,433 3,433 

o 18,462 18,462 18,462 18,462 

26,486 26,486 26,486 

24,324 24,324 24,324 

9,968 9,968 9,968 

1,9S8 1,9S8 1,9S8 

o 1,s4s 1,s4s 

2,S40 2,S40 2,S40 2,S40 2,S40 2,S40 

4,638 4,638 4,638 4,638 4,638 4,638 

1,977 1,977 1,977 1,977 1,977 1,977 

8S3 8S3 8S3 8S3 8S3 8S3 

S74 S74 S74 S74 S74 S74 

3S 3S 3S 3S 3S 3S 

9 ,8S2 9 ,8S2 9 ,8S2 

2010 

142 

1,246 

94 

66 

42 

2,6Sl 

10,340 

421 

606 

S3 

6,311 

1,906 

728 

13,224 

22,013 

1,611 

268 

3,600 

2SS 

19,029 

979 

2,696 

9,833 

4,198 

2,947 

9,290 

9,484 

8,S40 

4,629 

4,S68 

2,24S 

34 

3,049 

2,418 

1,671 

124 

41 

40 

10 

12,933 

10,170 

2,93S 

3,433 

18,462 

26,486 

24,324 

9,968 

1,9S8 

1,S48 

2,S40 

4,638 

1,977 

8S3 

S74 

3S 

9,8S2 

2011 

142 

1,246 

94 

66 

42 

2,6Sl 

10,340 

421 

606 

S3 

6,311 

1,906 

728 

13,224 

22,013 

1,611 

268 

3,600 

2SS 

19,029 

979 

2,696 

9,833 

4,198 

2,947 

9,290 

9,484 

8,S40 

4,629 

4,S68 

2,24S 

34 

3,049 

2,418 

1,671 

124 

41 

40 

10 

12,933 

10,170 

2,93S 

3,433 

18,462 

26,486 

24,324 

9,968 

1,9S8 

1,S48 

2,S40 

4,638 

1,977 

8S3 

S74 

3S 

9,8S2 

2012 

142 

1,246 

94 

66 

42 

2,6Sl 

10,340 

421 

606 

S3 

6,311 

1,906 

728 

13,224 

22,013 

1,611 

268 

3,600 

2SS 

19,029 

979 

2,696 

9,833 

4,198 

2,947 

9,290 

9,484 

8,S40 

4,629 

4,S68 

2,24S 

34 

3,049 

2,418 

1,671 

124 

41 

40 

10 

12,933 

10,170 

2,93S 

3,433 

18,462 

26,486 

24,324 

9,968 

1,9S8 

1,S48 

2,S40 

4,638 

1,977 

8S3 

S74 

3S 

9,8S2 

2013 

142 

1,246 

94 

66 

42 

2,6Sl 

10,340 

421 

606 

S3 

6,311 

1,906 

728 

13,224 

22,013 

1,611 

268 

3,600 

2SS 

19,029 

979 

2,696 

9,833 

4,198 

2,947 

9,290 

9,484 

8,S40 

4,629 

4,S68 

2,24S 

34 

3,049 

2,418 

1,671 

124 

41 

40 

10 

12,933 

10,170 

2,93S 

3,433 

18,462 

26,486 

24,324 

9,968 

1,9S8 

1,S48 

2,S40 

4,638 

1,977 

8S3 

S74 

3S 

9,8S2 

2014 

142 

1,246 

94 

66 
8 

42 

2,6Sl 

10,340 

421 

606 

S3 

6,311 

1,906 

728 

13,224 

22,013 

1,611 

268 

3,600 

2SS 

19,029 

979 

2,696 

9,833 

4,198 

2,947 

9,290 

9,484 

8,S40 

4,629 

4,S68 

2,24S 

34 

3,049 

2,418 

1,671 

124 

41 

40 

10 

12,933 

10,170 

2,93S 

3,433 

18,462 

26,486 

24,324 

9,968 

1,9S8 

1,548 

2,S40 

4,638 

1,977 

8S3 

S74 

3S 

9,8S2 

2015 

142 

1,246 

94 

66 
8 

42 

2,6Sl 

10,340 

421 

606 

S3 

6,311 

1,906 

728 

13,224 

22,013 

1,611 

268 

3,600 

2SS 

19,029 

979 

2,696 

9,833 

4,198 

2,947 

9,290 

9,484 

8,S40 

4,629 

4,S68 

2,24S 

34 

3,049 

2,418 

1,671 

124 

41 

40 

10 

12,933 

10,170 

2,93S 

3,433 

18,462 

26,486 

24,324 

9,968 

1,9S8 

1,S48 

2,S40 

4,638 

1,977 

8S3 

S74 

3S 

9,8S2 

S,18S S,18S S,18S S,18S S,18S S,18S S,18S S,18S S,18S 

878 

90 

o 

878 

90 

o 

878 

90 

o 

301 

o 

2,030 2,030 2,030 2,030 2,030 2,030 2,030 2,030 2,030 

~ ~ ~ ~ ~ ~ ~ ~ ~ 

m m m m m m m m m 
~ ~ ~ ~ ~ ~ ~ ~ ~ 

3,280 3,280 3,280 3,280 3,280 3,280 3,280 3,280 3,280 

m m m m m m m m m 
3,S47 3,S47 3,S47 3,S47 3,S47 3,S47 3,S47 3,S47 3,S47 

~ ~ ~ ~ ~ ~ ~ ~ ~ 

o 
~ ~ ~ ~ 

~ ~ ~ ~ ~ 

Accumulated 
Depreciation 

2,407 

17,440 

1,226 

8S4 

98 

464 

23,BSS 

196,461 

7,160 

9,702 

797 

88,360 

26,686 

9,467 

119,017 

418,242 

14,SOO 

4,827 

64,800 

2,SS2 

171,262 

8,814 

24,268 

88,498 

37,784 

SS,988 

83,607 

180,188 

14S,184 

78,691 

77,661 

38,1S9 

S16 

42,679 

33,849 

23,400 

1,743 

S71 

SS3 

142 

60 

168,133 

122,03S 

3S,220 

37,767 

184,617 

238,374 

218,920 

89,716 

17,621 

12,384 

48,2S2 

78,840 

33,60S 

14,498 

9,7Sl 

486 

88,666 

46,662 

18,266 

2,303 

16,681 

1,082 

29,S18 

1,192 

31,923 

2,278 

3,163 

1,S03 

1,187 

48,201 S2,069 81,287 81,893 81,981 98,836 112,657 12S,228 128,703 147,721 298,741 300,289 300,289 300,289 299,988 299,751 299,751 299,7Sl 299,751 3,657,176 

Page 1 

Remaining Plant 
2015 

S,000 

2,S48 

26,160 

2,074 

1,446 

187 

1,013 

68,913 

62,040 

3,370 

S,4S8 

S31 

69,426 

20,967 

8,738 

211,S86 

682,394 

66,0SS 

S36 

7,200 

2,SS2 

209,321 

10,773 

29,661 

108,16S 

46,180 

91,349 
380,879 

293,991 

281,828 

1S2,7S3 

1S0,7S4 

74,074 
1,204 

109,746 

87,040 

60,171 

4,481 

1,468 

1,422 

36S 

1S3 

478,S32 

386,44S 

111,S31 

133,903 

738,468 

1,08S,927 

997,303 

408,707 

80,273 

6S,016 

27,93S 

60,290 

2S,698 

11,086 

7,4S6 

SS6 

206,887 

108,877 

42,620 

S,373 

18,437 

2,S2S 

101,672 

4,lOS 

109,9S7 

7,848 

o 

8,S66,402 



RUNNING Y UTILITY 

for the period ending 12/31/lS 

DESCRIPTION 

Addtions Since Rate Case: 

WELL#l :NEW FREQUENCY DRIVE 

S HP GRINDER PUMP 

Total Since Rate Case 

Other Assets Disallowed in Rate Case: 

WATER INFRASTRUCTURE- LOTS 

WELL#2 

WELL#2 

Total Disallowed 

Meters Included in Rate Case: 

Meters 
Meters 

Meters 

Meters 

Meters 

Meters 

Meters 

Meters 

Meters 
Meters 
Meters 

Meters 

Meters 

Meters 

Meters 
Meters 

Meters 
Meters 

Meters 

Meters 

Meters 

Total 

Total 

g]y ACQUIRED 

Original 

COST 

ll,3SO 

PUC 

Acct# 

307 

PUC Annual 

Asset Life )epreciatio Final Vear 

2S 4S4 2039 

1997 1998 1999 2000 2.QQl 2002 2003 2004 

Accumulated Remaining Plant 

200S 2006 2007 2008 2009 2010 2011 2012 2013 2014 201S Depreciation 201S 

4S4 4S4 908 10,442 2014 

201S 6,100 311 20 30S 203S 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 30S 30S S,79S 

l 7,4SO 7S9 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 4S4 7S9 1,213 16,237 

2001 

1999 

2000 

28,S94 

149,430 

16,S20 

194,S44 

1996 1,223 

1997 7,032 

1998 14,676 

1999 8,S61 

2000 6,421 

2001 S,809 

2002 11,313 

2003 14,982 

2004 27,Sl8 

200S 42,77S 

2006 9,299 

2007 l,7S9 

2007 1,101 

2007 1,810 

2007 843 

2007 l,OlS 

2007 843 

2007 1,223 

2007 32S 

2008 680 

2008 600 

1S9,808 

12,600,380 

333 

307 

307 

334 

334 

334 

334 

334 

334 

334 

334 

334 

334 

334 

334 

334 

334 

334 

334 

334 

334 

334 

334 

334 

30 9S3 

2S S,977 

2S 661 

20 61 

20 3S2 

20 734 

20 428 

20 321 

20 290 

20 S66 

20 749 

20 1,376 

20 2,139 

20 46S 

20 88 

20 SS 

20 91 

20 42 

20 Sl 

20 42 

20 61 

20 16 

20 34 

20 30 

7,990 

2031 

2024 

202S 

2016 

2017 
2018 

2019 

2020 

2021 

2022 

2023 

2024 

202S 

2026 

2027 

2027 

2027 

2027 

2027 

2027 

2027 

2027 

2028 

2028 

61 

3S2 

413 

61 

3S2 

734 

1,147 

0 

S,977 

9S3 9S3 9S3 

S,977 S,977 S,977 S,977 

~l ~l ~l ~l 

9S3 

S,977 

661 

9S3 

S,977 

661 

9S3 9S3 

S,977 S,977 

661 661 

9S3 

S,977 

661 

9S3 

S,977 
661 

9S3 9S3 9S3 9S3 9S3 

S,977 S,977 S,977 S,977 S,977 

~l ~l ~l ~l ~l 

9S3 

S,977 

661 

S,977 6,638 7,S91 7,S91 7,S91 7,S91 7,S91 7,S91 7,S91 7,S91 7,S91 7,S91 7,S91 7,S91 7,S91 7,S91 7,S91 

61 

3S2 

734 

428 

0 

l,S7S 

61 

3S2 

734 

428 

321 

0 

1,896 

61 

3S2 

734 

428 

321 

290 

0 

2,186 

61 

3S2 
734 

428 

321 

290 

S66 

2,7S2 

Page2 

61 61 61 

3S2 3S2 3S2 

734 734 734 

428 428 428 

321 321 321 

290 290 290 

S66 S66 S66 

749 749 749 

1,376 1,376 

0 2,139 

0 

3,SOl 4,877 7,016 

61 61 61 61 61 61 61 61 61 61 

3S2 3S2 3S2 3S2 3S2 3S2 3S2 3S2 3S2 3S2 

734 734 734 734 734 734 734 734 734 734 

428 428 428 428 428 428 428 428 428 428 

321 321 321 321 321 321 321 321 321 321 

290 290 290 290 290 290 290 290 290 290 

S66 S66 S66 S66 S66 S66 S66 S66 S66 S66 

749 749 749 749 749 749 749 749 749 749 

1,376 1,376 1,376 1,376 1,376 1,376 1,376 1,376 1,376 1,376 

2,139 2,139 2,139 2,139 2,139 2,139 2,139 2,139 2,139 2,139 

46S 46S 46S 46S 46S 46S 46S 46S 46S 46S 

0 ~ ~ ~ ~ ~ ~ 88 88 88 

SS SS SS SS SS SS SS SS SS 

91 91 91 91 91 91 91 91 91 

42 42 42 42 42 42 42 42 42 

Sl Sl Sl Sl Sl Sl Sl Sl Sl 

42 42 42 42 42 42 42 42 42 

61 61 61 61 61 61 61 61 61 

H H H H H H 16 16 16 

0 34 34 34 34 34 34 34 34 

30 30 30 30 30 30 30 30 

7,480 7,926 7,990 7,990 7,990 7,990 7,990 7,990 7,990 7,990 

14,297 

101,612 

10,S73 

126,482 

1,162 

6,680 

13,208 

7,277 

S,137 

4,3S7 

7,919 

9,738 

16,Sll 

23,S26 

4,6SO 

792 

49S 

81S 

379 

4S7 

379 

sso 
146 

272 

240 

104,691 

3,889,S61 

14,297 

47,818 

S,947 

68,062 

61 

3S2 
1,468 

1,284 

1,284 

l,4S2 

3,394 

S,244 

11,007 

19,249 

4,6SO 

967 

606 

996 

464 

SS8 

464 

673 

179 

408 

360 

SS,117 

8,70S,818 


