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INFORMATION PRODUCED BY WESTERN WATER HOLDINGS, LLC

AND MOUNTAIN WATER COMPANY

The City of Missoula ("City") respectfully moves the Montana Public Service

Commission ("PSC") to compel Western Water Holdings, LLC ("WWH") and Mountain

Water Company ("Mountain Water") to re-produce the documents previously

produced in response to the PSCs Data Requests (dated February 17,2015) without

redaction of salary and bonus information.

FACTUAL BACKGROUND

WWH and the other corporate entities that form The Carlyle Group propose to

sell Park Water Company to a Canadian investment firm, Liberty Utilities.1 Park Water

includes Missoula's water system and the associated monopoly over the City of

Missoula's water distribution. As part of its regulatory due diligence in the above-

captioned action, the PSC requested information from WWH about the compensation of

executives in its corporate lineage, including at Park Water and Mountain Water.

WWH responded to the request, but redacted critical information from the documents,

1Whichitself is an entity in a corporate chain that starts with Algonquin Power and Utilities
Corporation.



including the salary, bonuses, and Class BUnit Agreements of Park Water and

Mountain Water's top earners. As far Carlyle's exorbitant pay-out, as well as the

necessary documents to know how distributions are paid out, WWH provided no

information at all.2

To assist its determination, the PSC requested records from WWH, including

information about salaries and bonuses paid to WWH executives and other top earners.

WWH provided the information requested, but with key compensation figures

redacted. (See Exhibit 1, Employment Agreement between Christopher Schilling and

PWC Merger Sub, Inc., WWH000189-WWH000205; Exhibit 2, Amended and Restated

Class B Unit Grant Agreement, dated November 27,2012 by and between Christopher

Schilling and Western Water Holdings, LLC, WWH000233-WHH00244; Exhibit 3,

Amended and Restated Class B Unit Grant Agreement, dated November 27,2012 by

and between John Kappes and Western Water Holdings, LLC, WWH000283-

WWH000292.) WWH blacked out salary figures and the critical details of Class B stock

bonuses that would indicated just how big of a windfall Park Water and Mountain

Water executives will realize if the sale goes through.

The PSC took a step in the right direction in its recent Order In the Matter of2013

Regulatory Annual Reports, 2/27/15 ("2/27 Order") recognizing that Missoulians have a

right to know how much of their water bills are going to executive salaries and

requiring Mountain Water to divulge the cumulative payroll of its top earners. The PSC

should take the next step by requiring WWH to reveal how much Chris Schilling,John

2Such documents would include WWH's Operating Agreement and enoughcorporate
documentation to know the total number of shares issued and other corporate attributes.



Kappes, and the other executives will reap in stock payouts from the contemplated sale

and their unreported compensation, including bonuses.

ARGUMENT

As the PSC recognized in the 2/27 Order:

The public's right to know [officers' compensation] information is associated
with its right to know what it is paying for through government-approved
tariffs. Additionally, the public has a right to know whether employee
compensation in total and, more specifically, the expense of executive and
managerial employees is increasing or decreasing after a rate case.

Order, | 26.

Significantly, the PSC's Order referred to compensation and expense of executive

and managerial employees, not just salary. That, of course, is because compensation

and expense often includes significant bonuses, particularly at the executive level. In

Park Water's case, stock dividends are obviously significant—it has already paid $10

million in dividends to Carlyle in its short time under the new owners. Roughly a third

of that money has trickled up from Missoula's captive consumers.3

For executives in WWH's corporate lineage, part of their compensation comes

from distributions for Class B Units of the corporate stock when the company is sold.

The precise payout depends on the sale price of the company and number of shares the

particular executive has been given. The PSC and the public know the price of the

proposed sale of Park Water: $250million.4 What they don't know is how those Class B

shares are distributed—because WWH has literally covered it up. In the Western Water

Holdings, LLCClass B Unit Grant Agreements for Chris Schilling and John Kappes,

3Mountain Water pays approximately one-third of the Four Factor Allocationof Park Water's
expenses. The dividends were drawn from Park Water's excess revenues.
4Plus the assumption of $77 million in debt, for an effective purchase price of $327 million.
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WWH has redacted the number of shares granted as compensation to the two

executives. (Exs. 2 and 3.) Thus, the PSC and the public cannot determine how much

Schilling, Kappes, and the other executives stand to gain from the sale.

The PSC has already determined that the public has a right to know what they're

paying for when they send in their water bill, and that information about executive

compensation is a significant part of the equation. See 2/27 Order. For executives like

Schilling and Kappes, salary is just one aspect of compensation (albeit a handsome one,

see Park's List of $85,000+ earners, Exhibit 4). The PSC—and the public—deserve to

know how much more of their water bills are going to pay these top earners when,

ultimately, Liberty Utilities or any other buyer attempts to recuperate its purchase price

through customer bills. Un-redacted versions of the Class Bstock agreements would

reveal just how many shares they have. That information, combined with the WWH

Operating Agreement and Merger Agreement, provide those figures. Without that

information and the information about Carlyle's Class A shares, the PSC is only

scratching the surface of the amounts Western Water Holdings is paying to executives,

and it cannot fairly contrast their compensation with the compensation paid to water

system executives in other Montana cities. See Water Manager Salary Table, Exhibit 5.
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Execution Copy 

EMPLOYMENT AGREEMENT 

This Employment Agreement (this “Agreement”) is made and entered into 
effective as of December 21, 2010  by and between PWC Merger Sub, Inc., a California 
corporation (the “Company”), and Christopher Schilling (the “Executive”).  The 
Company and the Executive are hereinafter collectively referred to as the “Parties”, and 
individually referred to as a “Party”. 

RECITALS 

A. The Executive currently serves as the Co-Chief Executive Officer of the 
Company with its current Chief Executive Officer and principal shareholder, Henry H. 
Wheeler, Jr. (“Wheeler”) under an Employment Agreement with the Company, dated 
March 4, 2009 (the “Original Employment Agreement”). 

B. Park Water Company, a California corporation (“Seller”), Western Water 
Holdings, LLC, a Delaware limited liability company (“Buyer”), the Company and 
certain other parties have entered into that certain Agreement and Plan of Merger, dated 
as of December 21, 2010 (the “Merger Agreement”), pursuant to which the Company 
will merge with and into the Seller, with the Seller surviving the merger as a wholly-
owned subsidiary of Buyer (the “Merger”). 

C. Buyer and the Company desire that Executive continue as the Company’s 
sole Chief Executive Officer following the closing of the Merger (the “Closing”). 

D. The Executive and the Company intend that this Agreement will supersede 
and replace the Original Employment Agreement. 

E. This Agreement will become effective only if the Closing occurs. 

AGREEMENT 

In consideration of the foregoing Recitals and the mutual promises and covenants 
herein contained, and for other good and valuable consideration, the Parties, intending to 
be legally bound, agree as follows: 

1. EMPLOYMENT.

1.1 Employment Term.  Subject only to the termination provisions
set forth in Section 3 below, the term of Employee’s employment hereunder shall be for a 
four (4)-year period beginning upon the Effective Date (as defined below) and ending on 
the fourth anniversary of the Effective Date (the “Initial Term”), unless earlier 
terminated in accordance herewith, which period shall be extended and continue for 
additional one (1) year periods (each, an “Extension Term”) that begin on the fourth 
anniversary of the Effective Date and each succeeding anniversary thereof, unless either 
Party elects in writing not to so renew at least ninety (90) days prior to any such 
anniversary (such period, the “Employment Period”).  For purposes of this Agreement, 
“Effective Date” will mean the “Effective Time” as defined in the Merger Agreement. 
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1.2 Titles, Duties and Responsibilities.  The Executive agrees to 
serve the Company and the Company agrees to employ the Executive as its Chief 
Executive Officer.  The Executive shall perform the duties requested by the Board of 
Directors of the Company (the “Board”) that are consistent with his position and agrees 
to serve as a director of the Company during the Employment Period, if elected to the 
Board.  At the Company’s request, the Executive shall serve the Company and/or its 
subsidiaries and affiliates in other capacities in addition to the foregoing consistent with 
the Executive’s role as Chief Executive Officer of the Company.  If the Executive serves 
in any one or more of such additional capacities during the Employment Period 
(including without limitation, on the Board), the Executive’s compensation shall not be 
increased beyond that specified in Section 2 hereof.  The Executive shall devote all of his 
professional efforts on a full-time basis to the business and affairs of the Company. 

1.3 Location.  Unless the Parties otherwise agree in writing, the 
Executive shall perform his services pursuant to this Agreement during the Term at the 
Company’s headquarters in Downey, California, or within a fifty (50) mile radius thereof; 
provided, however, the Company may from time to time require the Executive to travel 
temporarily to other locations in connection with the Company’s business. 

2. COMPENSATION OF THE EXECUTIVE.

2.1 Base Salary.  During the Employment Period, the Company shall 
pay the Executive an initial base salary of  per year (as 
may be increased from time to time, the “Base Salary”), subject to payroll deductions 
and all required withholdings, payable regularly in installments in accordance with the 
Company’s normal payroll practices, but in no event less often than monthly.  The 
Executive’s base salary shall be prorated for any partial year of the Employment Period 
on the basis of a 365-day calendar year.  During the Employment Period, the Executive 
shall be entitled to an annual review by the Board of his Base Salary  to determine if any 
increase in the Base Salary is warranted, which determination shall be made by the Board 
in its sole discretion based on the Company’s and the Executive’s performance.   

2.2 Bonus.  During the Employment Period, the Executive shall be 
eligible to receive annual bonuses.  Any such bonuses (if any), shall be determined by the 
Company in its sole discretion. 

2.3 Benefits.  During the Employment Period, the Executive shall be 
eligible to participate in the benefit plans and programs that the Company provides 
generally to the other senior executives of the Company and their dependents on 
comparable terms and conditions, including, but not limited to the following plans and 
programs: life insurance, disability insurance, medical, dental, long term care insurance 
and accidental death and dismemberment insurance, pension, post-retirement benefits and 
401(k) plans.  Notwithstanding the foregoing, while the Company has no present 
intention to terminate any benefit or retirement plan or program, the Company may 
amend or terminate any benefit or retirement plan or program at any time in accordance 
with its applicable terms and shall have no obligation to adopt or maintain any benefit 
plans or programs at any time or for any specified period. 
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2.4 Paid-Time-Off.  During the Employment Period, the Executive 
shall be entitled to annual paid-time-off accruing  at a rate of thirty-one (31) days per 
calendar year, pro-rated for any partial calendar year and otherwise in accordance with 
the plans, policies, programs and practices of the Company applicable to its similarly 
situated executives, which shall include 38.3 days of paid-time-off (306.5 hours) of paid-
time-off accrued as of the date of this Agreement, to be used in accordance with 
applicable Company policy as in effect from time to time. 

2.5 Equity Participation Plan.  The Executive has been presented 
with a non-binding equity term sheet that summarizes the proposed terms of an equity 
incentive program to be implemented in the future, under which certain equity awards are 
expected to be issued to the Executive and other key members of the Company’s 
management.  As soon as reasonably practicable following the Effective Date of this 
Agreement, the Company and the Executive will negotiate in good faith to complete and 
implement an equity incentive program that is reasonably acceptable to the Parties, it 
being understood that this Section 2.5 shall impose no obligation on the Company to 
adopt any particular equity incentive program or grant any specific equity awards at any 
time.  

2.6 Business Expenses.  The Company shall reimburse the Executive 
promptly for usual and customary business expenditures incurred and substantiated in 
furtherance of the Company’s business and in accordance with procedures established 
from time-to-time by the Company. 

2.7 Use of Company Car.  During the Employment Period, the 
Executive shall be entitled to use a Company-owned fleet car for transportation in lieu of 
a car allowance.  The Company shall have no obligation to acquire or retain ownership of 
any particular vehicle at any time as a result of this provision, and the Executive shall be 
solely liable for any taxes (if any) arising in connection with the Executive’s use of such 
car.     

3. TERMINATION.

3.1 Termination by the Company.  The Executive’s employment
with the Company may be terminated at any time by either Party, with or without 
“Cause” or “Good Reason”, as those terms are defined hereafter, in accordance with the 
terms of this Agreement.  The obligations of the Parties upon a termination of 
employment are set forth hereafter. 

3.1.1 Termination by the Company for Cause.  The Company 
may terminate the Executive’s employment under this Agreement for Cause by 
delivering written notice to the Executive specifying the Cause or Causes relied upon for 
such termination.  Any notice of termination given pursuant to this Section 3.1.1 shall 
effect termination either as of the date of the notice, or as of such other later date as 
specified in the notice, subject to the thirty (30)-day cure provision provided in Section 
3.6.3(i). 

3.1.2 Termination by the Company Without Cause.  The 
Company may terminate the Executive’s employment under this Agreement without 
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“Cause” during the Employment Period by providing the Executive written notice of such 
termination, which notice shall effect termination either as of the date of the notice, or as 
of such other later date as specified in the notice. 

3.1.3 Termination Upon Company Non-Renewal.  The 
Company may terminate the Executive’s employment in connection with a non-renewal 
of the Initial Term or any Extension Term. 

3.2 Termination by the Executive. The Executive may terminate his 
employment with the Company at any time during the Employment Period as follows: 

3.2.1 Good Reason.  The Executive may terminate his 
employment under this Agreement for “Good Reason” (as defined hereafter) in 
accordance with the procedures specified in Section 3.6.2 below. 

3.2.2 Without Good Reason or Executive Non-Renewal.  The 
Executive may terminate his employment under this Agreement without “Good Reason”, 
by providing the Company written notice of termination at least ninety (90) days prior to 
such termination date.  The Executive may terminate his employment by electing not to 
renew the Employment Period at least ninety (90) days prior to the end of the Initial Term 
or any Extension Term in accordance with Section 1.1 above.  The terminations 
described in this Section 3.2.2 are referred to as “Voluntary Terminations”. 

3.3 Termination Upon Death or Complete Disability.  The 
Executive’s employment with the Company shall automatically terminate effective upon 
the date of the Executive’s death or Complete Disability (as defined hereafter). 

3.4 Termination by Mutual Agreement of the Parties.  The 
Executive’s employment pursuant to this Agreement may be terminated at any time by 
the written agreement of the Parties.  Any such termination of employment shall have the 
consequences, if any, specified in such agreement. 

3.5 Compensation Upon Termination of Agreement. 

3.5.1 Death or Complete Disability.  If the Executive’s 
employment is terminated by his death or Complete Disability, as provided in Section 
3.3, the Company shall pay to the Executive, or to the Executive’s legal representatives, 
heirs or estate, the following amounts (such amounts, together, the “Accrued 
Obligations): (i) the Executive’s earned but unpaid Base Salary through the Date of 
Termination (as defined below), (ii) the Executive’s accrued and unused paid-time-off 
earned through the Date of Termination (if any), (iii) the Executive’s accrued but unpaid 
annual bonus(es) through the Date of Termination (if any), and (iv) any benefits or 
amounts in which the Executive has vested as of such termination under any Company 
benefit plans or programs (if any), in each case, less standard deductions and 
withholdings.  Payments pursuant to clauses (i), (ii) and (iii) of this Section 3.5.1 shall be 
made in a single lump-sum payment within thirty (30) days after such termination (or 
such shorter period as may be required by applicable law); payments pursuant to clause 
(iv) of this Section 3.5.1. shall be made as and when due in accordance with the terms 
and conditions of the applicable plan or program.   
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3.5.2 With Cause or Without Good Reason; Other 
Terminations.  If the Executive’s employment is terminated by the Company for Cause, 
if the Executive terminates his employment hereunder in a Voluntary Termination or the 
Executive’s employment with the Company terminates for any other reason not described 
in Section 3.5.1 above or Section 3.5.3 below, the Company shall pay the Executive the 
Accrued Obligations in the manner described in Section 3.5.1 above. 

3.5.3 Without Cause, for Good Reason or upon a Company 
Non-Renewal.  If, during the Employment Period, (i) the Executive terminates his 
employment for Good Reason, (ii) the Company terminates the Executive without Cause, 
or (iii) the Company elects not to renew the Employment Period and, at the time of such 
election, the Executive is willing and able to continue providing services under this 
Agreement on terms and conditions substantially similar to those in effect at the time of 
such non-renewal (a “Company Non-Renewal” and, together with the terminations 
described in clauses (i) and (ii), “Severance Terminations”), then the Company shall pay 
to the Executive the Accrued Obligations in the manner described in Section 3.5.1.  In 
addition, if the Executive experiences a “separation from service” (within the meaning of 
Section 409A (as defined below)) from the Company (a “Separation from Service”) as a 
result of a Severance Termination during the Employment Period (the date of any 
Separation from Service, the “Date of Termination”), subject to Section 3.7 below and 
the Executive’s timely execution and non-revocation of a Release (as defined and 
provided below): 

(a) Salary Continuation. The Executive shall be entitled to 
receive as a severance payment an amount equal to (I) if the Severance Termination 
occurs during the Initial Term, other than by reason of a Company Non-Renewal at the 
end of the Initial Term, two times his Base Salary in effect on the Date of Termination, 
and (II) if the Severance Termination occurs as the result of a Company Non-Renewal at 
the end of the Initial Term or by reason of any Severance Termination (including without 
limitation, a Company Non-Renewal) during any Extension Term, one times his Base 
Salary in effect on the Date of Termination.  The Company shall pay the Base Salary 
severance payments in substantially equal installments beginning on the fifteenth (15th) 
day of the first month following the month in which the Date of Termination occurs (the 
“Initial Payment Date”) with additional payments on the three (3) succeeding six-month 
anniversaries of the Initial Payment Date (or, in the case of payments under Section 
3.5.3(a)(II), one additional payment on the six-month anniversary of the Initial Payment 
Date); provided, however, that if the Initial Payment Date occurs prior to the first payroll 
date occurring on or after the 30th day following the Date of Termination (the “First 
Payroll Date”), then the first installment of Base Salary severance shall instead be paid 
on the First Payroll Date without interest thereon; and 

(b) Healthcare Continuation. In addition, during the period 
commencing on the  Date of Termination and ending on the earlier to occur of (i) if a 
Severance Termination occurs during the Initial Term other than by reason of a Company 
Non-Renewal, the eighteen (18)-month anniversary of the Date of Termination, (ii) if the 
Severance Termination occurs as a result of a Company Non-Renewal and/or during any 
Extension Term (including, for the avoidance of doubt, in connection with a non-renewal 
of the Initial Term), the twelve (12)-month anniversary of the Date of Termination, or 
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(iii) in either, case, if earlier, the date on which the Executive becomes eligible to receive 
health benefits under the benefit plans of another employer (of which eligibility the 
Executive hereby agrees to give the Company prompt notice) (in any case, the “COBRA 
Period”), subject to the Executive’s valid election to continue healthcare coverage under 
Section 4980B of the Code and the regulations thereunder (“COBRA”), the Company 
shall continue to provide the Executive and the Executive’s eligible dependants with 
coverage under its group health plans at the same levels and the same cost to the 
Executive as would have applied if the Executive’s employment had not so terminated, 
based on the Executive’s elections in effect on the Date of Termination), provided, 
however, that (1) if any plan pursuant to which such benefits are provided is not, or 
ceases prior to the expiration of the period of continuation coverage to be, exempt from 
the application of Section 409A under Treasury Regulation Section 1.409A-1(a)(5), or 
(2) the Company is otherwise unable to continue to cover the Executive under its group 
health plans without adverse tax consequences or otherwise, then, in either case, an 
amount equal to each remaining Company subsidy otherwise payable on behalf of the 
Executive in accordance with this Section 3.5.3(b) shall thereafter be paid to the 
Executive as currently taxable compensation in substantially equal monthly installments 
over the COBRA Period (or the remaining portion thereof).  For the avoidance of doubt, 
nothing herein shall limit the Executive’s legal rights under COBRA; however, to the 
extent that COBRA entitles the Executive (and his dependents, if applicable) to 
healthcare continuation beyond the periods specified in this Section 3.5.3(b), such 
healthcare continuation shall be at the Executive’s sole expense. 

(c) Pension Replacement.  If (and only if) the Executive 
experiences a Severance Termination prior to the date on which the Executive first vests 
in benefits under the Company’s Park Water Company Pension Plan, currently expected 
to occur on June 15, 2014, in addition to the foregoing amounts, the Company shall pay 
to the Executive a one-time payment of two hundred thousand dollars ($200,000), 
payable on the First Payroll Date. 

The payments and benefits described in Section 3.5.3(a), 
(b) and (c) above are referred to herein as the “Severance.”  Notwithstanding the 
foregoing, it shall be a condition to the Executive’s right to receive the Severance that the 
Executive execute and deliver to the Company an effective release of claims in 
substantially the form attached hereto as Exhibit A (the “Release”) within twenty-one 
(21) days (or, to the extent required by law, forty-five (45) days) following the Date of 
Termination and that the Executive (or the Executive’s estate or beneficiaries, if 
applicable) not revoke such Release during any applicable revocation period. 

3.6 Definitions.  For purposes of this Agreement, the following terms 
shall have the following meanings: 

3.6.1 Complete Disability.  “Complete Disability” shall mean 
that the Executive has become disabled within the meaning of any applicable Company 
policy of long-term disability income insurance covering the Executive.  If the Company 
has no policy of long-term disability income insurance covering the Executive at the 
relevant determination time, the term “Complete Disability” shall mean the inability of 
the Executive to perform the Executive’s duties under this Agreement, whether with or 
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without reasonable accommodation, by reason of any incapacity, physical or mental, 
which the Company’s Board, based upon medical advice reasonably acceptable to the 
Board, determines to have incapacitated the Executive from satisfactorily performing the 
Executive’s usual services for the Company, with or without reasonable accommodation, 
for a period of at least one hundred twenty (120) days during any twelve (12) month 
period (whether or not consecutive).  Based upon such medical advice, the determination 
of the Board shall be final and binding and the date such determination is made shall be 
the date of such Complete Disability for purposes of this Agreement. 

3.6.2 Good Reason.  “Good Reason” for the Executive to 
terminate his employment hereunder shall mean the occurrence of any of the following 
events without the Executive’s prior written consent: 

(i) a material reduction in the Executive’s title, duties, 
authority or responsibilities with the Company, as in effect from time-to-time 
hereunder; 

(ii) a reduction in the Executive’s Base Salary as then 
in effect, other than in connection with a Company-wide expense reduction; 

(iii) a change or relocation of the Executive’s place of 
employment that constitutes a “material change in geographic location” (within 
the meaning of Section 409A), which, in any event, shall include only a change or 
relocation to a location not within a fifty (50)-mile radius of the location 
designated in Section 1.3;  

(iv) any other substantial material and adverse change in 
the Executive’s conditions of employment imposed upon him by the Board 
without the Executive’s consent; or 

(v) a material breach by the Company of any of its 
material contractual obligations under this Agreement. 

provided, however, that termination by the Executive of his employment shall only be 
deemed for Good Reason pursuant to the foregoing definition if: (i) the Executive gives 
the Company written notice of his intent to terminate for Good Reason within sixty (60) 
days following the occurrence of the event(s) that the Executive believes constitutes 
Good Reason, which notice shall describe such event(s); (ii) the Company fails to remedy 
such event(s) within sixty (60) days following receipt of the written notice (the 
“Company Cure Period”); and (iii) the Executive delivers written notice of his 
termination of employment to the Company within thirty (30) days following the end of 
the Company Cure Period. 

3.6.3 Cause.  “Cause” for the Company to terminate the 
Executive’s employment hereunder shall mean a termination of employment directly 
resulting from:  

(i) the Board’s good faith determination that the 
Executive has willfully or repeatedly failed to substantially perform his primary or 
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regular duties or  obligations under this Agreement or under written policies of the 
Company, (other than any such failure resulting from the Executive’s Complete 
Disability), provided, that, to the extent such failure can be fully cured, the Company 
shall have provided the Executive with at least thirty (30) days’ notice of such failure and 
the Executive shall not have remedied the failure within the thirty (30)-day period;  

(ii) the Executive having engaged in misconduct that 
caused or would have caused, if the Company did not intervene, a violation by the 
Company or any of its affiliates of any applicable law; 

(iii) the Executive having engaged in a theft of corporate 
funds or corporate assets or in a material act of fraud upon the Company; 

(iv) an act of personal dishonesty taken by the Executive 
that was intended to result in personal enrichment of the Executive at the expense of the 
Company; 

(v) the Executive’s repeated failure to meet 
performance objectives as mutually agreed with the Board from time-to-time, provided, 
however, that the Executive shall have received two written warnings by the Board, the 
first of which specifies each area of Executive’s failure, a time-frame and plan for 
correction of such failures that has been determined by the Board in consultation with the 
Executive, and the second of which coming after Executive’s failure to accomplish such 
remedial measures derived after the first notice;  

(vi) the Executive’s use of illegal drugs;  

(vii) the Executive’s commission (including without 
limitation, as evidenced by the entry of a plea of nolo contendere or equivalent plea in a 
court of competent jurisdiction) of a felony or other crime involving dishonesty; or  

(viii) a material breach by the Executive of the provisions 
of this Agreement. 

3.7 Full Settlement.  Except as expressly provided in this Agreement, 
the Company shall have no further obligations and the Executive shall have no further 
rights or entitlements upon or in connection with the Executive’s termination of 
employment. 

3.8 Six Month Delay.  Notwithstanding anything to the contrary in 
this Agreement, no compensation or benefits, including without limitation any Severance 
payable under Section 3 hereof, shall be paid to the Executive during the six (6)-month 
period following the Executive’s Separation from Service if the Company determines that 
paying such amounts at the time or times indicated in this Agreement would be a 
prohibited distribution under Section 409A(a)(2)(B)(i) of the Code.  If the payment of 
any such amounts is delayed as a result of the previous sentence, then on the first 
business day following the end of such six (6)-month period (or such earlier date upon 
which such amount can be paid under Section 409A without resulting in a prohibited 
distribution, including as a result of the Executive’s death), the Company shall pay the 
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Executive a lump-sum amount equal to the cumulative amount that would have otherwise 
been payable to the Executive during such period. 

4. EXECUTIVE TERMINATION OBLIGATIONS.

Upon termination of the Executive’s employment, the Executive shall be deemed 
to have resigned from all offices, directorships and other employment positions then held 
with the Company or any of its subsidiaries or affiliates, if any (including without 
limitation, the Board), and shall take all actions reasonably requested by the Company to 
effectuate the foregoing.  Following any termination of employment, the Executive shall 
cooperate with the Company in the winding up of pending work on behalf of the 
Company and the orderly transfer of work to other employees.  The Executive further 
agrees that all property (including without limitation all equipment, tangible proprietary 
information, documents, records, notes, contracts and computer-generated materials) 
furnished to or created or prepared by the Executive incident to the Executive’s 
employment belongs to the Company and shall be promptly returned to the Company 
upon termination of the Executive’s employment. 

5. INDEMNITY AGREEMENTS.

The Company hereby acknowledges, and agrees to perform, in accordance with 
their terms, the Company’s obligations under those certain indemnity agreements 
between the Executive and the Company and between the Executive and Apple Valley 
Ranchos Water Company, both dated July 15, 2009. 

6. EFFECTIVENESS.

This Agreement shall become effective upon Closing.  Notwithstanding anything 
contained herein, in the event that the Closing does not occur for any reason, this 
Agreement shall automatically, and without notice, terminate without any obligation due 
to the other party and the provisions of this Agreement shall be of no force or effect. 
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7. CONFIDENTIAL INFORMATION AND NON-SOLICITATION.

The Executive hereby acknowledges that, concurrent with the execution of this 
Agreement, the Executive has entered into an agreement with the Company containing 
confidentiality, non-solicitation and other protective covenants (the “Confidentiality 
Agreement”), and that the Executive shall remain bound by the terms and conditions of 
the Confidentiality Agreement. 

8. REPRESENTATIONS.  The Executive hereby represents and warrants
to the Company that (a) the Executive is entering into this Agreement voluntarily and that 
the performance of the Executive’s obligations hereunder will not violate any agreement 
between the Executive and any other person, firm, organization or other entity, and (b) 
the Executive is not bound by the terms of any agreement with any previous employer or 
other party to refrain from competing, directly or indirectly, with the business of such 
previous employer or other party that would be violated by the Executive’s entering into 
this Agreement and/or providing services to the Company pursuant to the terms of this 
Agreement. 

9. ASSIGNMENT AND BINDING EFFECT.

This Agreement is personal to the Executive and, without the prior written 
consent of the Company, shall not be assignable by the Executive otherwise than by will 
or the laws of descent and distribution.  This Agreement shall be binding upon and inure 
to the benefit of the Company and its successors and assigns.  Any such successor of the 
Company will be deemed substituted for the Company under the terms of this Agreement 
for all purposes.  The Company agrees that the Company shall cause the express 
assumption of this Agreement by any acquiring or successor entity in connection with 
any transaction in which this Agreement would not otherwise become the binding legal 
obligation of such acquiring or successor entity by operation of applicable law.   
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10. NOTICES.

All notices, demands, requests, consents, statements, satisfactions, waivers, 
designations, refusals, confirmations, denials and other communications that may be 
required or otherwise provided for or contemplated hereunder shall be in writing and 
shall be deemed to be properly given and received: (a) upon delivery, if delivered in 
person or by e-mail or facsimile transmission with receipt acknowledged, (b) one 
business day after having been deposited for overnight delivery with Federal Express or 
another comparable overnight courier service, or (c) three (3) business days after having 
been deposited in any post office or mail depository regularly maintained by the U.S. 
Postal Service and sent by registered or certified mail, postage prepaid, addressed as 
provided below (or sent to such other address as one party hereto may specify to the 
other(s) in writing in accordance herewith): 

If to the Company: 

Park Water Company 
9750 Washburn Road 
Downey, CA 90241 
Facsimile:  (562) 923-1186 
Attention:  Chairman of the Board of Directors 

If to the Executive: to the Executive’s most recent address on file with the 
Company. 

or such other addresses as either party shall have furnished to the other in writing in 
accordance with this Section 10.  Notice and communications shall be effective when 
actually received by the addressee. 

11. CHOICE OF LAW.

This Agreement shall be governed by and construed in accordance with the laws 
of the State of California, without giving effect to the conflict of laws principles thereof. 
The captions of this Agreement are not part of the provisions hereof and shall have no 
force or effect. 

12. SECTION 409A OF THE CODE.

12.1   General.  To the extent applicable, this Agreement shall 
be interpreted in accordance with Section 409A of the Code and Department of Treasury 
regulations and other interpretive guidance issued thereunder (together, “Section 409A”).  
Notwithstanding any provision of this Agreement to the contrary, if the Company 
determines that any compensation or benefits payable under this Agreement may be 
subject to Section 409A, the Company may adopt such amendments to this Agreement or 
adopt other policies and procedures (including amendments, policies and procedures with 
retroactive effect), or take any other actions, that the Company determines are necessary 
or appropriate to avoid the imposition of taxes under Section 409A, including without 
limitation, actions intended to (i) exempt the compensation and benefits payable under 
this Agreement from Section 409A, and/or (ii) comply with the requirements of Section 
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409A; provided, however, that this Section 12 shall not create an obligation on the part of 
the Company to adopt any such amendment, policy or procedure or take any such other 
action, nor shall the Company have any liability for failing to do so. 

12.2   Separate Payments.  Any right to a series of installment 
payments pursuant to this Agreement is to be treated as a right to a series of separate 
payments.  To the extent permitted under Section 409A, any separate payment or benefit 
under this Agreement or otherwise shall not be deemed “nonqualified deferred 
compensation” subject to Section 409A to the extent provided in the exceptions in 
Treasury Regulation Section 1.409A-1(b)(4), Section 1.409A-1(b)(9) or any other 
applicable exception or provision of Section 409A. 

13. INTEGRATION.

As of the Effective Date, this Agreement, together with the Confidentiality 
Agreement, constitutes the complete, final and exclusive agreement between the Parties 
with respect to the subject matter hereof, and replaces and supersedes any and all other 
agreements, offers or promises, whether oral or written, by any member of the Company 
and its subsidiaries and affiliates, or representative thereof.  The Executive agrees that the 
Original Employment Agreement shall be terminated and will be of no further force or 
effect from and after the Effective Date. 

14. AMENDMENT.

No amendment or modification of this Agreement shall be effective unless it is 
made in writing and signed by the Executive and the Company. 

15. WAIVER.

The Executive’s or the Company’s failure to insist upon strict compliance with 
any provision of this Agreement or the failure to assert any right the Executive or the 
Company may have hereunder shall not be deemed to be a waiver of such provision or 
right or any other provision or right of this Agreement. 

16. SEVERABILITY.

The unenforceability or invalidity of any provision of this Agreement shall not 
affect the validity or enforceability of any other provision of this Agreement. 

17. INTERPRETATION; CONSTRUCTION.

The headings set forth in this Agreement are for convenience of reference only 
and shall not be used in interpreting this Agreement.  The Parties acknowledge that each 
Party and its counsel has reviewed, or had an opportunity to review, this Agreement, and 
any rule of construction to the effect that any ambiguities are to be resolved against the 
drafting party shall not be employed in the interpretation of this Agreement. 
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18. COUNTERPARTS.

This Agreement and any agreement referenced herein may be executed 
simultaneously in two or more counterparts, each of which shall be deemed an original 
but which together shall constitute one and the same instrument. 

[signature page follows]
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EXHIBIT A 

GENERAL RELEASE 

For valuable consideration, the receipt and adequacy of which are hereby 
acknowledged, the undersigned does hereby release and forever discharge the 
“Releasees” hereunder, consisting of Park Water Company, a California corporation (the 
“Company”) and each of its partners, subsidiaries, associates, parents, subsidiaries, 
affiliates, successors, heirs, assigns, agents, directors, officers, employees, 
representatives, lawyers, insurers, and all persons acting by, through, under or in concert 
with them, or any of them, of and from any and all manner of action or actions, cause or 
causes of action, in law or in equity, suits, debts, liens, contracts, agreements, promises, 
liability, claims, demands, damages, losses, costs, attorneys’ fees or expenses, of any 
nature whatsoever, known or unknown, fixed or contingent (hereinafter called “Claims”), 
which the undersigned now has or may hereafter have against the Releasees, or any of 
them, by reason of any matter, cause, or thing whatsoever from the beginning of time to 
the date hereof.  The Claims released herein include, without limiting the generality of 
the foregoing, any Claims in any way arising out of, based upon, or related to the 
employment or termination of employment of the undersigned by the Releasees, or any of 
them; any alleged breach of any express or implied contract of employment; any alleged 
torts or other alleged legal restrictions on Releasees’ right to terminate the employment of 
the undersigned; and any alleged violation of any federal, state or local statute or 
ordinance including, without limitation, Title VII of the Civil Rights Act of 1964, the 
Age Discrimination In Employment Act, the Americans With Disabilities Act, and the 
California Fair Employment and Housing Act.  Notwithstanding the foregoing, this 
general release (the “Release”) shall not operate to release any rights or claims of the 
undersigned (i) to payments or benefits under Section 3.5 of that certain Employment 
Agreement, dated as of December 21, 2010, between PWC Merger Sub, Inc. and the 
undersigned (the “Employment Agreement”), (ii) to accrued or vested benefits the 
undersigned may have, if any, as of the date hereof under any applicable plan, policy, 
practice, program, contract or agreement with the Company, or (iii) to any Claims, 
including claims for indemnification and/or advancement of expenses, arising under any 
indemnification agreement between the undersigned and the Company or under the 
bylaws, certificate of incorporation of other similar governing document of the Company. 

THE UNDERSIGNED ACKNOWLEDGES THAT THE EXECUTIVE HAS 
BEEN ADVISED BY LEGAL COUNSEL AND IS FAMILIAR WITH THE 
PROVISIONS OF CALIFORNIA CIVIL CODE SECTION 1542, WHICH PROVIDES 
AS FOLLOWS: 

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS 
WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT TO 
EXIST IN HIS OR HER FAVOR AT THE TIME OF EXECUTING THE 
RELEASE, WHICH IF KNOWN BY HIM OR HER MUST HAVE 
MATERIALLY AFFECTED HIS OR HER SETTLEMENT WITH THE 
DEBTOR.” 
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THE UNDERSIGNED, BEING AWARE OF SAID CODE SECTION, HEREBY 
EXPRESSLY WAIVES ANY RIGHTS THE EXECUTIVE MAY HAVE 
THEREUNDER, AS WELL AS UNDER ANY OTHER STATUTES OR COMMON 
LAW PRINCIPLES OF SIMILAR EFFECT. 

IN ACCORDANCE WITH THE OLDER WORKERS BENEFIT PROTECTION 
ACT OF 1990, THE UNDERSIGNED IS HEREBY ADVISED AS FOLLOWS: 

(A) THE EXECUTIVE HAS THE RIGHT TO CONSULT 
WITH AN ATTORNEY BEFORE SIGNING THIS RELEASE; 

(B) THE EXECUTIVE HAS TWENTY-ONE (21) DAYS TO 
CONSIDER THIS RELEASE BEFORE SIGNING IT; AND 

(C) THE EXECUTIVE HAS SEVEN (7) DAYS AFTER 
SIGNING THIS RELEASE TO REVOKE THIS RELEASE, AND THIS 
RELEASE WILL BECOME EFFECTIVE UPON THE EXPIRATION 
OF THAT REVOCATION PERIOD. 

The undersigned represents and warrants that there has been no assignment or 
other transfer of any interest in any Claim which the Executive may have against 
Releasees, or any of them, and the undersigned agrees to indemnify and hold Releasees, 
and each of them, harmless from any liability, Claims, demands, damages, costs, 
expenses and attorneys’ fees incurred by Releasees, or any of them, as the result of any 
such assignment or transfer or any rights or Claims under any such assignment or 
transfer.  It is the intention of the parties that this indemnity does not require payment as a 
condition precedent to recovery by the Releasees against the undersigned under this 
indemnity. 

The undersigned agrees that if the Executive hereafter commences any suit arising 
out of, based upon, or relating to any of the Claims released hereunder or in any manner 
asserts against Releasees, or any of them, any of the Claims released hereunder, then the 
undersigned agrees to pay to Releasees, and each of them, in addition to any other 
damages caused to Releasees thereby, all attorneys’ fees incurred by Releasees in 
defending or otherwise responding to said suit or Claim. 

The undersigned further understands and agrees that neither the payment of any 
sum of money nor the execution of this Release shall constitute or be construed as an 
admission of any liability whatsoever by the Releasees, or any of them, who have 
consistently taken the position that they have no liability whatsoever to the undersigned. 

IN WITNESS WHEREOF, the undersigned has executed this Release this ____ 
day of ___________, ____. 

Christopher Schilling 
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PAHK WATER CCHPAMY
PUC GENERAL ORDEH 77
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