FINANCE APPLICATION TO ISSUE STOCK, BONDS, NOTES

Instructions: All applications submitted to the Commission must be filed electronically with the
Commission's Filing Center. Documents may be electronically filed by sending the filing as an
attachment to an electronic mail message addressed to the Commission's Filing Center at

puc filingcenter@state.or.us.

June 21 2016

Roats Water System Inc.
61147 Hamilton Lane
Bend Or 97702

Oregon Public Utility Commission
PO Box 1088
Salem, OR 97308-1088

RE: Roats Water System Inc. Application to Issue Stock, Bonds, Notes, or Other
Securities

This financing application is submitted in the manner and form indicated by

OAR 860-036-0720.

INFORMATION REQUIREMENTS

The application shall be in letterform and contain the following information:

(a) The applicant’s exact name and the address of its principal business office;
Roats Water System Inc.

61147 Hamilton Lane

Bend Or. 97702

(b). The state in which incorporated, the date of incorporation, and the other states
in which authorized to transact water utility business, if any;

Roats Water System Inc. was incorporated in Oregon, on May 15 1963

(c). The name and address of the person authorized, on behalf of applicant, to
receive notices and communications in respect to the application;

William K Roats

61147 Hamilton Lane

Bend Or 97702

(d). The names, titles, and addresses of the principal officers of the applicant;

William K Roats
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61147 Hamilton Lane
Bend Or 97702

(e). A description of the general character of the business done and to be done,
and a designation of the territories served. A map showing the territories served
is desirable;

Roats Water System Inc.

1485 residential customers

180 commercial customers

Roats Water System serves the area south of bend or with a mix of residential and
commercial customers which includes wall mart, les schwab, and laquinta inn to name a
few.

(f). A statement, as of the date of the balance sheet submitted with the application,
showing for each class and series of capital stock, (if applicable):

N/A

(g). A statement, as of the date of the balance sheet submitted with the
application, showing for each class and series of long-term debt or notes (if
applicable):

See Annual Report

(h).A full description of the securities proposed to be issued, showing: kind and
nature of securities or liabilities; amount (face value and number of shares);
interest or dividend rate, if any; date of issue and date of maturity; and voting
privileges, if any;

N/A.

(). A reasonably detailed and precise description of the proposed transaction,
including a statement of the reasons why it is desired to consummate the
transaction and the anticipated effect thereof. If the transaction is part of a general
program, describe the program and its relation to the proposed transaction. Such
description shall include, but is not limited to, the following:

N/A

(i). The name and address of any person receiving or entitled to a fee for service
(other than attorneys, accountants, and similar technical services) in connection
with the negotiation or consummation of the issuance or sale of securities, or for
services in securing underwriters, sellers, or purchasers of securities, other than
fees included in any competitive bid; the amount of each such fee, and facts
showing the necessity for the services and that the fee does not exceed the

Revised: 6-15-2016
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customary fee for such services in arm's-length transactions and is reasonable in
the light of the cost of rendering the service and any other relevant factors;

N/A.

(k) A statement showing both in total amount and per unit the price to the public,
underwriting commissions and net proceeds to the applicant. Supply also the
information (estimated if necessary) required in section (4) of this rule.

N/A

(1) The purposes for which the securities are to be issued. Specific information will
be submitted with each filing for the issuance of bonds, stocks, or securities:

N/A

(m) A statement as to whether or not any application, registration statement, etc.,
with respect to the transaction or any part thereof, is required to be filed with any
federal or other state regulatory body;

N/A

(n) The facts relied upon by the applicant to show that the issue:
N/A

(o) A brief statement of

N/A

(p)-Required Exhibits. There shall be filed with the application, as part thereof, the
following exhibits:

a) EXHIBIT A. A copy of the applicant's charter or articles of incorporation with
amendments to date;
(b) EXHIBIT B. A copy of the bylaws with amendments to date;

(c) EXHIBIT C. A copy of each resolution of directors authorizing the issue in respect
to which the application is made and, if approval of stockholders has been obtained,
copies of the stockholder resolutions should also be furnished:;

(d) EXHIBIT D. A copy of the mortgage, indenture, or other agreement under which it
is proposed to issue the securities, and a copy of any mortgage, indenture, or other
agreement securing other funded obligations of the applicant;

Revised: 6-15-2016
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(e) EXHIBIT E. Copies of balance sheets showing booked amounts, adjustments to
record the proposed transaction and pro forma, with supporting fixed capital or plant
schedules in conformity with the form in the annual report that the applicant is
required to file with the Commission;

(f) EXHIBIT F. A statement of all known contingent liabilities, except minor items
such as damage claims and similar items involving relatively small amounts, as of
the date of the application;

(9) EXHIBIT G. Copies of comparative income statements showing recorded results
of operations, adjustments to record the proposed transaction and pro forma in
conformity with the form in the annual report that the applicant is required to file with
the Commission;

(h) EXHIBIT H. A copy of an analysis of surplus for the period covered by the income
statements referred to in Exhibit G;

(i) EXHIBIT L. A copy of the registration statement proper, if any, and financial
exhibits made a part thereof, filed with the Securities and Exchange Commission;

(i) EXHIBIT J. A copy of the proposed and of the published invitation of proposals for
the purchase of underwriting of the securities to be issued; of each proposal
received; and of each contract, underwriting, and other arrangement entered into for
the sale or marketing of the securities. When a contract or underwriting is not in final
form so as to permit filing, a preliminary draft or a summary identifying parties thereto
and setting forth the principal terms thereof, may be filed pending filing of the
conformed copy in the form executed by final amendment to the application;

(k) EXHIBIT K. Copies of the stock certificates, notes, or other evidences of
indebtedness proposed to be issued:;

(1) An application for a water utility to loan its funds to an affiliated interest, in addition
to Exhibits A through K, shall also include the following:

(A) EXHIBITL N/A
(B) EXHIBIT M. N/A
(C) EXHIBIT N. N/A
EXHIBITS A N/A K N/A
(i) EXHIBIT L N/A
EXHIBITS A N/A K N/A
(i) EXHIBIT L N/A EXHIBITM N/A
EXHIBITS A N/A K N/A

Revised: 6-15-2016
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(i) EXHIBIT L See purchase agreement
i) EXHIBIT M. N/A

For the reasons set forth above, Roats Water System Inc.
respectfully requests that the Commission issue an order approving the financing
application, pursuant to the provisions of ORS 757.415 and OAR 860-036-0720.

June 21 2016

Roats Water System Inc

N

(SIGNATURE OF AUTHORIZED PERSON)

WL K ROBTS _rresidegsT

(PLEASE PRINT NAME) (TITLE)

Revised: 6-15-2016



CONSENT OF DIRECTORS AND SHAREHOLDERS SHAREHOLDER
OF
ROATS WATER SYSTEM, INC.

This Consent of Directors and Shareholders (“Consent”) sets forth actions taken as of June L,
2016 by the written consent of all of the directors and all of the shareholders of Roats Water System, Inc., an
Oregon corporation (the “Company”), in lieu of a special meeting.

PURCHASE OF JUNIPER UTILITY ASSETS

WHEREAS, the Company is a private water utility regulated by the Oregon Public Utility
Commission.

WHEREAS, the City of Bend is the owner, via condemnation of the Juniper Utility system,
of certain domestic and irrigation water supply systems (the “Assets”) serving certain
neighborhoods and other properties adjacent to, or in close proximity with, areas currently
served by the Company.

WHEREAS, the Company’s shareholders and directors have determined that it is in the
Company’s best interests to acquire the Assets and utilize the Assets to provide domestic
and irrigation water service to certain of the former Juniper Utility customers.

RESOLVED, that the Company enter into and perform the following agreements, each with
any changes that the president, William K. Roats, the vice-president, William C. (Casey)
Roats, or any officer authorized by the president deems necessary or appropriate:

(a)  the Asset Purchase Agreement between the Company and the City of Bend, in
the form presented to the board of directors (the “Agreement”), pursuant to
which the Company will acquire the Assets and provide domestic and irrigation
water service to the neighborhoods and other properties described in the
Agreement; and

(b)  any other agreements contemplated by the Agreement.

RESOLVED, that the Company is authorized to borrow an amount not to exceed
$1,400,000.00 from the City of Bend, which amount represents the deferred portion of the
purchase price for the Assets under the Agreement.

RESOLVED), that each of the president, vice-president, and any officer authorized by the
president is authorized to sign and deliver on behalf of the Company the Agreement and any
other documents contemplated by the Agreement.

General Authority

RESOLVED, that each of the president, vice-president, and any officer authorized by the
president is authorized to sign and deliver all documents and to take or cause to be taken all
other acts on behalf of the Company that the president or officer deems necessary or
appropriate to effect and carry out the intent of the above resolutions.

I — CONSENT OF SHAREHOLDERS AND DIRECTORS OF ROATS WATER SYSTEM, INC.
{00430020-00703332;1}



RESOLVED, that all acts previously taken by any officer on behalf of the Company to
effect and carry out the intent of the above resolutions are approved, ratified, and confirmed,
provided the acts were not inconsistent with the Company’s Articles of Incorporation or
Bylaws, the Oregon Business Corporation Act, or any other applicable law.

The signing of this Consent constitutes a written waiver of any notice required by the Oregon
Business Corporation Act, the Company’s Articles of Incorporation or Bylaws, or otherwise. This
Consent may be signed in counterparts.

Dated effective as of the date set forth in the preamble.

Wittt X VA

William K. Roats, Shareholder & Director

2 — CONSENT OF SHAREHOLDERS AND DIRECTORS OF ROATS WATER SYSTEM, INC.
{00430020-00703332;1}



Acquisition of the Juniper system will allow Roats to deliver water to the Juniper system
utilizing the large diameter main lines acquired from the city in the asset purchase to
gravity flow water in to our existing system which will save the electrical cost now
incurred by the city resulting in lower rates from the power savings. And at the same
time our current customers benefit from the large mains with additional storage,
enhanced fire flow and more redundancy with the ability to gravity flow water to one
more point of delivery without large capital improvements.

Water will be able to flow from both directions, providing continued service in case of a
water break.

In alooped system, improvements in one area will benefit all the remaining areas.
Roats is at a higher elevation and will use gravity flow to deliver water.

The looped system and the gravity flow will allow for better water pressure to not only
Roats existing customers, but Juniper customers as well.

The looped system and gravity flow will provide better fire flow for Roats existing
customers and Juniper customers.

Roats will operate the irrigation system for Juniper customers as a separated system;
therefore, Roats does not have the financial burden the city faced of having to combine
both the irrigation and the domestic into one larger system.

Roats existing customers benefit from the acquisition:

Looped system — water flows from both directions

Increased fire flow

Continuous water pressure in case of power outage

Less down time due to emergencies

Economies of scale See Attachment: Comparison w/juniper and wo/juniper
Lower rates due to larger customer base

Additional storage

Nogsw N

Juniper customers benefit from the acquisition:

Gravity fed system

Lower power expense

Increased fire flow

Looped system

No combining of domestic and irrigation into one system, thus saving costs
Roats does its own capital improvements, thus cutting down on costs

Roats has the equipment, and trained staff to preform major repairs and build
new infrastructure as needed

Nouh e P



The City of Bend benefits from the acquisition

1. Does not have to replace domestic and irrigation with a larger system.
2. Currently has to pump water up hill
3. Power savings

4.

According to the City’s Final Technical Memorandum, January 13, 2011, it calculates the
replacement of approximately 36,000 feet of pipe. Using the City’s numbers costs
would be substansable higher. Roats estimates over 20 years, it would cost the company
$2.7 million. Roats pipe replacement schedule over the next 20 years would include
1,800 feet of pipe per year at a cost of $135,000. Roats would finance the improvements
by putting the $136,081 in annual depreciation expense back into the company.

Given the above and all things remaining equal, Roats existing customers would see a
savings of $245,300 per year with the acquisition of the Juniper customers from the
economies of scale and the larger customer base. See the comparison of the effects of
the rate case with and without Juniper acquisition previously provided in Data
Response 1-6.
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ROATS WATER SYSTEM

PROMISSORY NOTE
UNDER JUNIPER UTILITY ASSET PURCHASE AGREEMENT

This Promissory Note (the “Note”) dated , 2016, evidences the payment
obligation of Roats Water System, Inc. (‘Roats”) to the City of Bend (the “City”) for funds
advanced by the City to Roats as described below and in connection with Juniper Utility
Asset Purchase Agreement, dated [ ] (the “Asset Purchase Agreement”)
between the City and Roats.

1. Advance of Funds. The City hereby agrees to advance $1,400,000 to Roats
under this Note, subject to the terms and conditions contained herein and as authorized
by Resolution No. ___ adopted by the City Council of the City on [DATE], 2016. The
funds are advanced by the City to Roats in connection with the Asset Purchase
Agreement. Under the Asset Purchase Agreement, the City shall advance $1,400,000
to Roats on [DATE), 2016.

2. Promise to Pay. Roats promises to pay the City $1,400,000 plus interest
according to the terms and conditions set forth in this Note.

3. Payment Terms.

a. The interest rate will be 6.5% per year.

b. Payments for the first three years will be interest only, with the first payment
due one year from the date of this Note. Beginning at year four, the balance
will be amortized over 20 years.

c. The entire unpaid balance, both principal and interest, shall be due 20 years
from the date of this Note. Payments will be made annually based upon the
date of this Note.

d. Equal debt service payments will be made annually during years 4 through
19, with the unpaid balance due at the end of the 20 year term. A sample
payment schedule is attached as Exhibit A to this Note.

e. There is no down payment.

Roats may prepay at any time without penality.

g. Payments shall be made to City of Bend Finance Department, PO Box 1024,
Bend, OR 97709 or as the City otherwise orders.

™h

4, Default. Failure to pay any amount when it is due and owing is a default.

5. Remedies. Roats agrees that if Roats does not perform the terms and conditions
of the Asset Purchase Agreement and this Note according to their terms and
conditions, City may terminate the Asset Purchase Agreement with Roats and
exercise any other remedy provided by law, including but not limited to declaring
all or any portion of the amount then outstanding under this Note to be

Page 1 of 3 — PROMISSORY NOTE



immediately due and payable. Remedies include the ability to lien the property,
and the City shall be in first position as against all other current and future
creditors. All remedies under this Note are cumulative and not exclusive. Any
election to pursue one remedy shall not preclude the exercise of any other
remedy. No delay or omission in exercising any right or remedy shall impair the
full exercise of that or any other right or remedy, or constitute a waiver of the
default.

ROATS WATER SYSTEM

By: William Roats, President
Date:

STATE OF OREGON )

)ss.
County of Deschutes )
This instrument was acknowledged before me on , by William

Roats, as President of Roats Water System.

Notary Public for Oregon
My Commission Expires:

Accepted by CITY OF BEND

SHARON WOJDA, Finance Director
Date:

Page 2 of 3 - PROMISSORY NOTE



Promissory Note with Roats - Exhibit A

Sample Payment Schedule

Purchase Price $ 1,400,000
Term (years) 20
Rate 6.50%
Total Annual
Year Principal Rate Interest Payment Balance
$ 1,400,000
1 $ - 6.50% $ 91,000 $ 91,000 1,400,000
2 - 6.50% 91,000 91,000 1,400,000
3 - 6.50% 91,000 91,000 1,400,000
4 36,059 6.50% 91,000 127,059 1,363,941
5 38,403 6.50% 88,656 127,059 1,325,538
6 40,899 6.50% 86,160 127,059 1,284,639
7 43,557 6.50% 83,502 127,059 1,241,082
8 46,389 6.50% 80,670 127,059 1,194,693
9 49,404 6.50% 77,655 127,059 1,145,289
10 52,615 6.50% 74,444 127,059 1,092,674
11 56,035 6.50% 71,024 127,059 1,036,639
12 59,677 6.50% 67,382 127,059 976,962
13 63,556 6.50% 63,503 127,059 913,405
14 67,688 6.50% 59,371 127,059 845,718
15 72,087 6.50% 54,972 127,059 773,630
16 76,773 6.50% 50,286 127,059 696,857
17 81,763 6.50% 45,296 127,059 615,094
18 87,078 6.50% 39,981 127,059 528,016
19 92,738 6.50% 34,321 127,059 435,278
20 435,278 6.50% 28,293 463,571 -
Total $ 1,400,000 $ 1369515 $ 2,769,515




SE'S
690
810
000
£9'EE
99'1
000
€L0
610
850
000
9T
0s'y
600
60'€
(¢
€00
8T
000
090
000
0L0t
67°E
1509 siy} Aed siawoisns sadunf Ajuo
0591
0678
(te ek
e
u sBuines

1SL6LE

uiniay u} dduaselia 6ZEYYT

SUONINP3Q (10L Ul AJUBBPIA  ZTY'SET
winyay snjd 3s0) Jadjung |e3o)

099'68€

SEY'ET

662'89
TTL'E0E

SanuaAay Jadiuny jejo

Sv'Lt
791
wo
000
19°'8¢
16°¢
000
it
Sv'0
811
000
STE
1453
70
LZ'9
LSt
650
9€'s
000
890
000
6T’ €9
9L'E
1811
0L'9¢
0€'9L
299
Jadiunf/m
BUI03SND
Jad 1500

744
TEC
090
000
vl
85'S
000
494
90
941
000
16'S
¥9'6
oz'o
9€'6
1591
790
¥9L
000
8’1
000
66'EL
S0'L
000
0T'Es
1T6st
SE'69
Jadiung o/m
18WO0ISNY
490 150D

TYSIY'Tse

Jadiung

Yim
aJuaJsaga

OLE'EY 676'LE

SZo0'v a3

€v0'1 566

0 0

786'S6 sLz'ott

SeL'6 £87°6

0 0

S9E'8C 912'02

{7451 €L0'T

876'C 86T

0 0

ves'L £V38'6

8LL'TT €50°9T

€92 TEE

065°ST 065°ST

9y9'ETT s8v'Le

65V'T 920'1

0ZE'ET PILT

0 0

869'T [21%

0 0

OvE‘LST LBT'ELT

EVE'S 8EL'TT

£SE'6C 0

LEL'T6 085'88

169°681 6L0°59¢

0Ly 061 0LY'STT

0€S‘T08‘T STT'0SY'T

Lo {o |
Lo [o |

8EQ'ET 0

662'89 0

TTL'E0E 0

16681 60£°6T

1ZZ'01E DES'LIE

759°480'T 9LZ'EIT'T

98Y°C S99°T

synsay sy nsay
pasodoid pasodoid
Auedwo) Avedwo)
Jadung wiodiung
YiIM INOYUM

uopepodsuel |

sasuadx3 oluondeigLeIndwo)
$1001 ffews

wawdinb3 Jo jeuey

Auedoud [eax/Bupiing Jo 1Bjusy
J8YI0 - SOAS 10BJIUOD

Buipeay JBJBIN - SOAS JoBIUOD
uooaj0D/Bulllg - SOAS 10BAUOD
J0gET - SOAS WBIUOD

Bugsa - SOAG PeIJUOD

$884 Juswabeue - SOAG JBNUOYD
eBo - SOAS J0BHUOD
BuUnRUNONDY - SOAG JoBAUOD
Buueau|Bug - soAG JoBJUCD
Jueld JolepN O} siiedsy
solddng/sieustey W20

ebejsod

so)|ddng ao1J0

asuadx3 Juswiead] / fesiwsyd
sanlin J8yIo

UONONPOId J8MOd IO} [an4

Jomod peseyoind
suonesiunwwo/euoydsie L
19)BAA PaseyDInd

s)yeuag B uoisuad sakojdwiy
SJ9oIJO - sebepp pue saleles
saafodw3 - sabepn pue soueles

SIASNIIXI ONILYNHIAJO

ANNIASY TV10L
8nuaAa)y [0JJUOD LONOBULIOYD §S0JD
Ausdold "N woly Jusy/emo) 1193

(nsy3 ssed) swoou| 5284 SNOBUBHEOSIN

BijiA UMmoI) Jadiunp
sauld 9y Jedunp
L ‘eBpy Jequil L, ISTH HILINNS
uo1O8I0Ld 81l
S3[eS JBIBA [BIJSWILLOD
S8jeS JOIBAA [BnuspIsey

H W @ enig ‘wn

J3W0ISNY JO tquuniN

NOSINVdINOD



%E0"0T %E0'0T
6ZEYPT  |%E0OT 96'896'8£7'T WI'0z8's TLT'TSE'T
uiniay u| £/5'26 02’08
2IUBIBYI( 00005 000°05

Z6'8ET'LTY'T 895'LL9'E 62V°0SZ'T
0 0
0 0
0 0
) 0
TE0'0LT'C 06501T°C
665'LY8'S 610798y
0 0
0 0
085'98Y'T 665°LV8'S 6T0'TIEY
19'6€L°60T 600°€8€ 69T'ELT
SUGHINPAQ (BI04 bif ¢ i TR 12S'6IY'T 660v81°T
0 0
STELT 9z0°LT
SEV'YS TE6'EE
0 0
606'LY LTy
L6VLE L2191
0 0
0 0
180'9€T 695701
s8ujnes 00E‘SHe
5997
£ELYT p8TITT'T UT'EL6
000 000 000 0 0
000 000 000 0 0
vt 1T 000 578'T 0
Le'T (S'S v6'L 8Y8'ET SIZ'EL
£0'0 800 110 807 681
e sty '8 ori'Tt S66'€T
000 000 000 0 0
vyo 060 PET 87¢'C 87T
95'¢ S6'6 15°€T SYL'vT S6v'7L
000 000 000 0 0
o 81'C 192 80¥'S 0SE'y
£8°0 980 891 (TTT 008'z
200 £0°0 S0°0 58 S8
(10 STy 3% 6£€°0T T1'L
T 8¥'s 0Tt 0£9°ET 086°TT
oLt L9'€ 9€'s [11'6 626’8

winjey jo eyey

3Sva 31vy V10l $TYND3I

(zi/ dx3 dO [e101) yseD Bupopn +

Aiojuaau} sanddng B jBuaely +
(reyiden Bupiom) shid

jueid A3unn peyseau] JeN :sjenby
OVIO 4O "HOWY "WNJdY +
Xe] SWOodu| paileje 'Wwnady -
ovID -
OVID JO 1deq "wnooy -
Weld A3LSIANI O udag "wnddy -
Jeld ‘N [eo senbl
fyoede)) sseoxg -
VIO +
weid AN psissay|
3ISVE ALVY B INVId ALIILN

JINOONI ONILYHIJO 13N
SNOILONA3A ANNIAIY TVLOL
Xe | Swoou} swey Aseuipioesxg
xeJ, swoouy uobasQ
Xe] awoou| |eiapsd
Yo
xe] ljoihed
xe | Auadoid
asuadx3y uoneziuowy
jusuisnipy uohisinbay juB|d jo Howy
asuedx3y uoneioaideq
SNOILONAAA INNIATY ¥IHLIO

FSNIdX3I ONILYHILO TVLIOL
6 osuadx3y JsYi0
¥ esuadxg Jayi0
sJA ¢ wowy dx3 InQ By s8N
994 Buyeaym
Buisianpy/suonelRy 2land
esuadxy snosueleosiy
Hoday aouapiuos) JaWNSU0D
uofjesyan pue Bujuiesj
weiboid joNuUos) UoHOBULDY) SSOLD
esuadxz 198 peg
(DNd) 984 anusAsy ss0ID)
ase) ajey Jo THowy
JBYIQ - 8dueInsuy;
asuBInsU| duwioD SIaNIOM
asueinsu| fjiiqer] fesaues)
20UBINSU| BIOIYSA

%0L'TT
%0L°TT
%0L'TT
%0L°TT
%0L°TT
%0L' 1T
%0L'TT

LY'E6Z
orozz
€L°901
LE'EL
£C°LS
69°LY
89'9¢
sadiung
HiIM

‘Jueld pue ‘suonanpap ‘SSNUdA

6LLTE
v8'sve
06'€9T
S6'18
76'€9
LUES
L6°0Y
Jadjung
inoyym

le sales pasodoud ssawo3snd sieoy Buiisixa Jey) smoys sadiung INOYUM |
DOE'SPZS Ajdlew xo.dde SABS sJaWo3snd BuiIsiXS s3e0y ‘siawiosnd sad §

*JBAO $1509 peasds 03 aseq JAWOIsNI 138
'3|€9S JO $3jWoue
"uinga. Buipniau) s3s09 Jadwung spaa

Im 9583.10U) SI3W0ISND BUiISIXD ,5180Y JO) LOIFIDI0IG 3414 PUE ‘BIDIBUILIC

Jadiunr jo uonsinboe &



No. 12 CER. .ATE OF INCORPORATION

File No. 71653

® CORPORATION (

Certificate of Incorporation
OF

ROATS WATER SYSTEM, INC.

The undersigned, as Corporation Commissioner of the State of Oregon, hereby
certifies that duplicate originals of Articles of Imcorporation, duly signed and verified
pursuant to the provisions of the Oregon Business Corporation Act, have been received in

this office and are found to conform to lew.

ACCORDINGLY, the undersigned, as such Corporation Commissioner, and by

virtue of the authority vested in him by law, hereby issues this Certificate of Incorporation

and attaches hereto a duplicate original of the Articles of Incorporation.

% mﬁgtimﬂn? ¥heveof 1 rave hereunto set my hand and
” affixed hereto the seal of the Corporation

Department of the State of Oregon, at Salem,
this—15th day of—August ———-19 63 .

nmﬂgl‘f-u _______________________

CorporationCommissioner

By J M'/g?u, ..........
Chief Clérk




No. 5';7.1—-C0rp03' “ons for Gain

Three or more persons of the age of 21 years or more may incorporate. Articles shall be executed in
duplicate, and both of the copies forwarded to the Corporation Commissioner, Salem, Oregon. See Notes 1,2
and 3 on back of this form. Submit in Duplicate, -

FILED

IN THE OFF!";‘E Gf THE COéPQRﬁ
C TION
COMMISSIONER OF THE STATE OF OREGON

AUG 15 1963

FRANK J. HEALY
CORPORATION COMMISSIONER

Articles of Incorporation

OF

We, the undersigned natural persons of the age of twenty-one years or more, acting as incorporators
under the Oregon Business Corporation Act, adopt the following Articles of Incorporation:

ARTICLE I
® The name of this corporation is ... Roats Water System, Inc.
and its duration shall be .................. B o2=R o o1-3 40T ) SOOIt
ARTICLE II
® The purpose or purposes for which the corporation is organized are:

Pumping, storing and distribution of domestic water



ARTICLE III

The aggregate number of shares which the corporation shall have authority to issue is

Five Hundred (500) shares, no par.

ARTICLE IV
The address of the initial registered office of the corporation is ... 1044 Bond Street, Bend, Oregon
. (Do not use City P. 0. Box No.)
and the name of its initial registered agent at such address is ...... B.D.Fancher
ARTICLE V
The number of directors constituting the initial board of directors of the corporation is .....’E@f}..lfi@?.,i{ ........... )
(At least three)

and the names and addresses of the persons who are to serve as directors until the first annual meeting of

shareholders or until their successors are elected and shall qualify are:

Address
(Street and Number, if any)

1214 E. Third Street, Bend, Oregon

Name

Ww. E. Roats

Barbara G. Roats - 1214 E. Third Street, Bend, Oregon

Theodore N. Inglis 1953 West lst Street, Bend, Oregon



ARTICLE VI

The name and address of each incorporator is:

Name ‘ o Address
~ : (Street and Number, if any)
Bernice P. Jensen ‘ 1044»Bond Street, Bend, Oregon
William M, Holmes 1044 Bond Street, Bend, Oregon
B. L. Fancher 1044 Bond Street, Bend, Oregon
ARTICLE VII

(Add provisions for the regulation of the internal affairs of the corporation as may be appropriate.)

Dated .. August 14 1963

STATE OF OREGON,

' ss.
County of .9.“?.?5?‘3??5 .......... ,

I, ....Mildred Hammer , a notary public for Oregon, hereby certify that on the
14th gay o August 19.63 personally appeared before me _..Bernice P. Jensen,

who being by me first duly sworn, severally declared that they are the persons who signed the foregoing docu-

ment as incorporators, and that the statements therein contained are true.
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ROATS WATER SYSTEM, INC.

ARTICLE 1
SHAREHOLDERS: MEETINGS AND VOTING

Section 1. PLACE OF MEETINGS:
Meetings of the shareholders shall be held at Bend, Oregon.

Section 2. ANNUAL MEETINGS:

The annual meeting of the shareholders shall be held on the first
of in each year, if not a legal holiday, and if a legal holiday,
then on the next succeeding business day, at the hour of o'clock m.,
at which time the shareholders shall elect by a vote a Board of Directors, con-
sider reports of the affairs of the Corporation, and transact such other business
as may properly be brought before the meeting.

Section 3. SPECIAL MEETINGS:

Special meetings of the shareholders, for any purpose or purposes what-
soever, may be called at any time by the President, or by the Board of Directors,
or by any two or more members the reof, or by one or more shareholders holding
not less than one-tenth (1/10th) of the voting power of the Corporation.

Section 4. NOTICE OF MEETINGS:

Notices of meetings, annual or special, shall be given in writing to share-
holders entitled to vote by the Secretary or the assistant secretaty, or if there be
no such officer, or in case of his neglect or refusal, by any Director of shareholder.

Such notices shall be sent to the shareholder's address appearing on the
books of the Corporation, or supplied by him to the Corporation for the purpose
of notice, not less than ten days, nor more than fifty days before such meeting.

Notice of any meeting of shareholders shall specify the place; the day and
hour of meeting, and in case of special meeting, the general nature of the busi-
ness to be transacted.

When a meeting is adjourned for thirty days or more, notice of the adjourned
meeting shall be given as in case of an original meeting; save, as aforesaid, it
shall not be necessary to give any notice of the adjournment or of the business to
be transacted at an adjourned meeting other than by announcement of the meeting
at which such adjournment is taken.

Section 5. CONSENT TO SHAREHOLDERS' MEETING:

The transactions of any meeting of shareholders, however called and no-
ticed, shall be valid as though had at a meeting duly held after regular call and
notice, if a quorum be present either in person or by proxy, and if, either be-
fore or after the meeting, each of the shareholders entitled to vote sign a written
waiver of the notice, or a consent to the holding of such meeting, or an approval
of the minutes thereof. All such waivers, consents or approvals shall be filed
with the corporate records or made a part of the minutes of the meeting.

Any action which may be taken at a meeting of the shareholders may be taken
without a meeting if authorized by a writing signed by all of the holders of shares
who would be entitled to vote at a meeting for such purpose, and filed with the Sec-
retary of the Corporation.

Section 6. QUORUM:

The holders of a majority of the shares entitled to vote thereat, present
in person, or represented by proxy, shall be requisite and shall constitute a
quorum at all meetings of the shareholders for the transaction of business except
as otherwise provided by law, by the Articles of Incorpor ation, or by these By-
Laws. If, however, such majority shall not be present or represented at any meet-
ing of the shareholders, the shareholders entitled to vote thereat, present in per-
son or by proxy, shall have power to adjourn the meeting from time to time, until
the requisite amount of voting shares shall be present. At such adjodrned meet-
ing at which the requisite amount of voting shares shall be represented, any busi-
ness may be transacted which might have been transacted at the meeting as originally
notified.

Section 7. VOTING RIGHTS:

Only persons in whose names shares entitled to vote stand on the stock re-
cords of the Corporation on the day of the mailing of notice of any meeting of share-
holders, unless some other day be fixed by the Board of Directors, for the deter-



mination of shareholders of record, then on such other day, shall be entitled to
vote at such meeting. Each shareholder entitled to vote shall be entitled to one
vote for each of said shares.

Section 8. PROXIES:

Every shareholder entitled to vote, or to execute consents, may do so
either in person or by writien proxy duly executed and filed with the Secretary of
the Corporation.

ARTICLE II
DIRECTORS: MANAGEMENT

Section 1. POWERS:

Subject to the limitation of the Articles of Incorporation,of the By-Laws
and the laws of the State of incorporation as to action to be authorized or approved
by the shareholders, all Corporate powers shall be exercised by or under authority
of, and the business and affairs of this Corporation shall be controlled by, a
Board of Directors.

Section 2. NUMBER AND QUALIFICATION:

The authorized number of Directors of the Corporation shall be three (3),
until changed by an amendment to this Section 2, Article II of these by-laws, adopted
by the Board of Directors.

Section 3. ELECTION AND TENURE OF OFFICE:

The Directors shall be elected by ballot at the annual meeting of the share-
holders, to serve for one year and until their successors are elected and have
qualified. Their term of office shall begin immediately after election.

Section 4. VACANCIES:

(a) A vacancy in the Board of Directors shall exist in case of the death,
resignation or removal of any Director.

(b) No reduction of the number of Directors shall have the effect of remov-
ing any Director prior to the expiration of his term of office.

(c) Vacancies in the Board of Directors may be filled by a majority of the
remaining Directors, though less than a quorum, or by a sole remaining Director
and each Director so elected shall hold office until his successor is elected at an
annual meeting of shareholders or at a special meeting called for that purpose.

(d) The shareholders may at any time elect a Director to fill any vacancy
not filled by the Directors, and shall elect the additional Directors in the event
an amendment of the By-Laws is adopted authorizing an increase in the number of
Directors.

(e) If the Board of Directors accepts the resignation of a Director tendered
to take effect at a future time, the Board, or the shareholders, shall have power
to elect a successor to take office when the resignation shall become effective.

Section 5. REMOVAL OF DIRECTORS:

The entire Board of Directors or any individual Director may be removed
from office by a majority vote of the shareholders, at a special meeting cd led
for that purpose.

Section 6. PLACE OF MEETINGS - ACTION WITHOUT A MEETING:

Meetings of the Board of Directors shall be held at such place as may be
designated for that purpose, from time to time, by resolution of the Board of
Directors or written consent of all the members of the Board. Any action of the
Board shall be valid if evidenced by the written consent of all members of the
Board of Directors, given either before or after the action and filed with the Sec~-
retary of the Corporation.

Section 7. ORGANIZATION MEETINGS:

The organization meetings of the Board of Directors shall be held without
notice, immediately following the adjournment of the annual me etings of the share-
holders.

Section 8. SPECIAL MEETINGS - NOTICES:

Special meeting of the Board of Directors for any purpose Or purposes shall
be called at any time by the President, or if he is absent or unable or refuses to
act, by any Vice President or by any two Directors.



Written notice of the time and place of special meetings shall be delivered
personally to the Directors or sent to each Director by letter or by telegram,
charges prepaid, addressed to him at his address as it is shown upon the records
of the Corporation, or if it is not so shown on such records or is not readily ascer-
tainable, at the place in which the meetings of the Directors are regularly held.

In case such notice is mailed or telegraphed, it shall be deposited in the United
States mail or delivered to the telegraph company in the place in which the prin-
cipal office of the Corporation is located, at least forty-eight (48) hours prior to
the time of the holding of the meeting. In case such notice is delivered as above
provided, it shall be so delivered at least twenty-four (24) hours prior to the time
of the holding of the meeting. Such mailing, telegraphing or delivery as above pro-
vided shall be due, legal and personal notice to such Director.

Section 9. NOTICE OF ADJOURNMENT:
Notice of the time and place of holding an adjourned meeting ne ed not be
given to absent Lirectors if the time and place be fixed at the meeting adjourned.

Section 10. WAIVER OF NOTICE:

When all the Directors are present at any Directors' meeting, however
called or noticed, and sign a written consent thereto on the records of such meet-
ing, or, if a majority of the Directors are present, and if those not present sign
in writing a waiver of notice of such meeting, whether prior to or .after the hold-
ing of such meeting, which said waiver shall be filed with the Secretary of the Cor-
poration, the transactions thereof are as valid as if had at a meeting regularly
called and noticed.

Section 11. QUORUM AND VOTE:

(a) A majority of the number of Directors as fixed by the Articles or By-
Laws shall be necessary to constitute a quorum for the transaction of business.
A minority of the Directors, in the absence of a quorum, may adjourn from time
to time, but may not transact any business.

(b) The action of a majority of the Directors present at any meeting at which
there is a quorum, when duly assembled, is valid as a corporate act.

ARTICLE IIL
OFFICERS

Section 1. OFFICERS:

The officers shall be a President, one or more Vice Presidents, and a Sec-
retary-Treasurer, which officers shall be elected by, and hold office at the pleasure
of, the Board of Directors.

Section 2. ELECTION:

After their election the Directors shall meet and organize by electing a
President from their own number, and one or more Vice Presidents, and a Secre-
tary-Treasurer, who may be, but need not be, members of the Board of Directors.

Section 3. COMPENSATION AND TENURE OF OFFICE:
The compensation and tenure of office of all the officers of the Corporation
shall be fixed by the Board of Directors.

Section 4. REMOVAL AND RESIGNATION:

Any officer may be removed, either with or without cause, by a majority
of the Directors at the time in office, at any regular or special meeting of the
Board, or, except in case of an officer chosen by the Board of Directors, by any
officer upon whom such power of removal may be conferred by the Board of Direc-
tors.

Any officer may resign at any time by giving written notice to the Board of
Directors or to the President, or to the Secretary of the Corporation. Any such
resignation shall take effect at the date of the receipt of such notice or at any later
time specified therein; and, unless otherwise specified therein, the acceptance
of such resignation shall not be necessary to make it effective.

Section 5. VACANCIES:

A vacancy in any office because of death, resignation, removal, disquali-
fication or any other cause, shall be filled in the manner prescribed in the By-Laws
for regular appointments to such office.



Section 6. PRESIDENT:

The President shall be the Chief Executive Officer of the Corporation and
shall, subject to the control of the Board of Directors, have general supervision,
direction and control of the business and affairs of the Corporation. He shall pre-
side at all meetings of the shareholders and of the Board of Directors. He shall
be ex-officio a member of all the standing committees, including the executive
committee, if any, and shall have the general powers and duties of management
usually vested in the office of President of a Corpa ation, and shall have such
other powers and duties as may be prescribed by the Board of Directors or the By-
Laws.

Section 7. VICE PRESIDENTS:

The Vice Presidents shall, in the order designated by the Board of Direc -
tors, in the absence or disability of the President, perform the duties and exercise
the powers of the President, and shall perform such other duties as the Board of
Directors shall prescribe.

Section 8. SECRETARY-TREASURER:

The Secretary shall keep, or cause to be kept, a book of minutes at the
principal office or such other place as the Board of Directors may order, of all
meetings of the Directors and shareholders,with the time and place of holding, whether
regular or special, and if special, how authorized, the notice thereof given, the
names of those present at Directors' meetings, the number of shares present OT
represented at shareholders’ meetings and the proceedings thereof.

The Secretary shall keep, or cause to be kept, at the principal office or
at the office of the Corporation's transfer agent, a share register, or a duplicate
share register, showing the names of the shareholders and their addresses; the
number and classes of shares held by each; the number and date of certificates
issued for the same, and the number and date of cancellation of every certificate
surrendered for cancellation.

The Secretary shall give, or cause to be given, notice of all the meetings
of the shareholders and of the Board of Directors required by the By-Laws or by
law to be given; he shall keep the seal of the Corporation and affix said seal to all
documents requiring a seal, and shall have such other powers and perform such
other duties as may be prescribed by the Board of Directors or the By-Laws.

As Treasurer he shall receive and keep all the funds of the Corporation,
and pay them out only on the check of the Corporation, signed in the manner authorized
by the Board of Directors.

Section 9. ASSISTANTS:

Any Assistant Secretary-Treasurer may exercise any of the powers of
the Secretary-Treasurer, as provided in this By-Laws, or as directed by the Board
of Directors, and shall perform such other duties as are imposed upon them by
the By-Laws or the Board of Directors.

Section 10. SUBORDINATE OFFICERS:

The Board of Directors may from time to time appoint such subordinate
officers or agents as the business of the Corporation may require, fix their tenure
of office and allow them suitable compensation.

ARTICLE IV
EXECUTIVE AND OTHER COMMITTEES

The Board of Directors may appoint an executive committee, and such
other committees as may be necessary from time to time, consisting of such number
of its members and with such powers as it may designate, consistent with the Ar-
ticles of Incorporation, THE By-Laws and the Laws of the State of incorporation.
Such committees shall hold office at the pleasure of the Board.

ARTICLE V
CORPORATE RECORDS AND REPORTS - INSPECTION

Section 1. RECORDS:
The Corporation shall maintain adequate and correct accounts, books
and records of its business and properties. All of such books, records and accounts
shall be kept at its place of business as fixed by the Board of Directors from time
to time, consistent with the Laws of the State of incorporation.



Section 2. INSPECTION OF BOOKS AND RECORDS:

All books and records provided for in the Laws of the State of incorporation
shall be open to inspection of the shareholders from time to time and in the manner
provided by the Laws of the State of incorporation.

Section 3. CERTIFICATION AND INSPECTION OF BY-LAWS:

The original or a copy of these By-Laws, as amended or otherwise altered
to date, certified by the Secretary, shall be open to inspection by the shareholders
and Directors of the company, as provided by the Laws of the State of incorporation.

Section 4. CHECKS, DRAFTS, ETC.

All checks, drafts or other orders for payment of money, notes or other evi-
dences of indebtedness, issued in the name of or payable to the Corporation shall
be signed or endorsed by such person Oor persons and in such manner as shall be
determined from time to time by Resolution of the Board of Directors.

Section 5. CONTRACT, ETC., - HOW EXECUTED:

The Board of Directors, except as in the By-Laws otherwise provided, may
authorize any officer or officers, agent or agents, to enter into any contract or execute
any instrument in the name of the and on behalf of the Corporation. Such authority
may be general or confined to specific instances. Unless so authorized by the Board
of Directors, no officer, agent or employee shall have any power or authority to
bind the Corporation by any contract or engagement, or to pledge its credit, or
to render it liable for any purpose or to any amount.

ARTICLE VI
CERTIFICATES AND TRANSFER OF SHARES

Section 1. CERTIFICATES FOR SHARES:

Ceritificates for shares shall be of such form and device as the Board of
Directors may designate and shall state the name of the record holder of the shares
represented thereby; its number; date of issuance; the number of shares for which
it is issued; the par value, if any, or a statement that such shares are without par
value; a statement of the rights, privileges, preferences and restrictions, if any;

a statement as to redemption or conversion, if any; a statement of liens or restric-
tions upon transfer or voting, if any; if the shares be assessable, or if assessments
are collectible by personal action, a plain statement of such facts.

Every certificate for shares must be signed by the President or Vice-Presi-
dent and the Secretary or an Assistant Secretary, or, if a transfer agent or a
registrar has been appointed, may be authenticated by facsimiles of the si gnatures
of the President and Secretary.

Section 2. TRANSFER ON THE BOOKS:

Upon surrender to the Secretary of the Corporation of a certificate for shares
duly endorsed or acco mpanied by proper evidence of succession, assignnent or
authority to transfer, it shall be the duty of the Corporation to issue a new certi-
ficate to the person entitled thereto, cancel the old certificate and record the trans-
action upon its books.

Section 3. LOST OR DESTROYED CERTIFICATES:

Any person claiming a certificate of stock to be lost or destroyed shall make
an affidavit or affirmation of that fact and advertise the same in such manner as
the Board of Directors may require, and shall if the Directors so require, give
the Corporation a bond of indemnity, in form and with one or more sureties satis-
factory to the Board, in at least double the value of the stock represented by said
certificate, whereupon a new certificate may be issued of the same tenor and for
the same number of shares as the one alleged to be lost or destroyed.

Section 4. TRANSFER AGENTS AND REGISTRARS:

The Board of Directors may appoint one or more transfer agents or trans-
fer clerks, and one or more registrars, which shall be an incorporated bank or
trust company - either domestic or foreign, who shall be appointed at such times
and places as the requirements of the Corporation may necessitate and the Board
of Directors may designate.

Section 5. CLOSING STOCK TRANSFER BOOKS:

The Board of Directors may close the transfer books in their discretion
for a period not exceeding thirty days nor less than ten days preceding any annual
or special meeting of the shareholders, or the day appointed for the payme nt of
a dividend.



Section 6. RESTRICTION ON TRANSFER OF STOCK:

It is further understood and agreed by and between the shareholders of this
Corporation that in the event any shareholder desires to sell, assign or transfer
any or all of the shares standing in his name, the Corporation shall first have the
right to buy such share or shares intended to be sold, transferred or assigned,
upon the same terms and conditions as proposed for any transfer to a third party,
and in the event the Corparation refuses or declines to so purchase such share
or shares then the remaining shareholders of this Corporation shall have the right
to purchase such share or shares first in an amount equal to the number or per-
centage of shares held by such remaining shareholders of the Corporate:stock, or
in the event any remaining shareholder fails or refuses to purchase such portion
of the stock or stocks to be sold, assigned or transferred as he may be hereunder
entitled to, the other remaining shareholders shall have the right to purchase
proportionately such stock or stocks upon the same terms and conditions as may be
offered to any third party prior to the intended sale by such shareholder desiring
to sell, transfer or assign his stock. This agreement and restriction shall be bind-
ing upon the stockholders, their heirs, executors, administrators and assigns,
except it shall not apply to the transfer of stock to a spouse oOr child of a stockholder.

ARTICLE VII
CORPORATE SEAL

The Corporate Seal shall be circular in form, and shall have inscribed thereon
the name of the Corporation and the State of its incorporation.

ARTICLE VIIL
AMENDMENTS TO BY-LAWS

Section 1. BY BOARD OF DIRECTORS:
The Board of Directors may adopt, amend or repeal any of these By-Laws,
except as otherwise provided by the Laws of the State of incorporation.

Section 2. RECORD OF AMENDMENTS:

Whenever an amendment or new By-Law is adopted, it shall be copies in
the minute book with the original By-Laws, in the appropriate place. If any By-
Law is repealed, the fact of repeal with the date of the meeting at which the re-
peal was enacted or written assent was filed, shall be stated in said book.



RESOLVED that in accordance with the By-Laws of the Corporation the
following officers be unanimously elected to serve at the pleasure of the Board

of Directors and until the election and qualification of their successors:

W. E. Roats President
Theodore N. Inglis Vice President
Barbara G. Roats Secretary-Treasurer

Resolved that the officers of the corporation receive no compensation,
other than reimbursement of expenses, until further action of the Board of Direc-
tors.

WHEREAS the Articles of Incorporation were filed in the office of the Cor-
poration Commissioner of the State of Oregon on the 15th day of August, 1963, and
that his Certificate of Incorporation was issued on the same date and, together
with the duplicate original of the Articles of Incorporation, has been returned to
the Incorporators, IT IS RESOLVED that the Secretary be instructed to cause the
duplicate original copy of the Articles of Incorporation and the Certificate of In-
corporation, as well as the receipt for payment of filing fees be inserted in the
minute book.

RESOLVED that the subscription list indicating that there have been sub-
scribed 150 shares of the no par value common stock of this Corporation be filed
with the minutes of this meeting:

SUBSCRIPTION TO STOCK

I, the undersigned, do hereby subscribe for 150 shares of the no par
common stock of Reats Water System, Inc., and in consideration thereof propose
to transfer to the Corporation all of my right, title and interest in and to that cer-
tain domestic water pumpting, storing and distribution system I have heretofore
operated under the name of Roats Water System, a sole proprietorship. If this
subscription is accepted, I request that 140 shares be issued to me and 10 shares

be issued in the name of Barbara G. Roats.

Dated this day of September, 1963 .

W E . Roats

RESOLVED that the subscription for the no par value stock of the Corpora-
tion as shown by the subscription list above set forth and by this reference made a
part hereof be, and it is hereby, accepted by the Corporation; that such subscrip-
tions be, and they are hereby, called for immediate payment and that the officers
of the Corporation be, and they hereby are, authorized and directed to issue
appropriate certificates to the subscribers upon payment of the amount subscribed.

RESOLVED that W, E. Roats, Barbara G. Roats and Theodore N. Inglis
be, and they hereby are, elected Directors. to continue as such until the election

and qualification of their successors.



BE IT RESOLVED that W. E. Roats shall be employed as General Manager
of this Corporation, and is empowered and authorized to act on behalf of the Cor-
poration and shall be paid such compensation as the Board of Directors may here-
after direct.

RESOLVED that the Corporation shall immediately enter into negotiations
seeking a long-term lease of the two wells owned by W. E. Roats, from which the
System is presently receiving water .

BE IT FURTHER RESOLVED that the said W. E. Roats,
acting for and on behalf of the Corporation and as its act and deed, be, and he is
hereby, authorized and empowered to execute and deliver such deeds or documents
of title as may be necessary to convey unto others any or all of the corporate real
property.

RESOLVED that the Officers of the Corporation be, and they hereby are,
authorized and directed to execute all documents and do all things necessary or
desirable in order to carry out all of the foregoing transactions.

IN WITNESS WHEREOF All of the Directors of Roats Water System,

Inc . have hereunto set their hands to record their consent to the action taken by

//fﬁ/é/&z?%w

Roats

them as above stated without formal meeting.
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Theodore N. Inglds
DIRECTORS




