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PSC-001 

 
 

DATA REQUESTS 
 

PSC-001: RE: Organizational Chart 
Witness: Unknown 

 
a. Please explain the indirect wholly-owned subsidiary relationship between Liberty 

Utilities and Algonquin including all companies. 
 
b. Please provide the organizational chart for Algonquin through Liberty Utilities. 

 
 
Response to PSC-001: 
 

a. See response of Liberty. 

b. See response of Liberty. 
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PSC-002: RE: Due Diligence 
Witness: Unknown 

 
a. Please provide copies of all due diligence work papers, including but not limited 

to the offering valuation of Western Water Holdings in both paper and electronic 
formats with all formulas intact. 

 
b. Please provide copies of all correspondence including electronic and phone logs 

between Liberty Utilities and Western Water regarding the sale and purchase of 
Western Water. 

 
c. Please provide copies of all presentations given to the directors of Western Water 

and to Liberty Utilities regarding the sale and purchase of Western Water. 
 
d. Please provide copies of all board minutes and notes where there was discussion 

of the sale and purchase of Western Water.  If there were audio or video 
recordings, please provide those as well. 

 
e. Please provide all work papers that support the valuation of the offer presented to 

Western Water, including spreadsheets with formulas intact. 
Objection: 
 
Mountain Water and Western Water object to this request to the extent it seeks information not 
relevant to the subject matter of the instant proceeding, information not reasonably calculated to 
lead to the discovery of evidence admissible in the instant proceeding, information not within the 
possession, custody, or control of Mountain Water or Western Water, or confidential and 
proprietary information.  Mountain Water and Western Water also object to this request on the 
grounds it is overly broad and unduly burdensome insofar as it requests “all” correspondence, 
presentations, work papers, or notes. 
 
Response to PSC-002: 
 

a. See response of Liberty. 

b. Mountain Water and Western Water object to this request to the extent it seeks 
information that is irrelevant and is not reasonably calculated to lead to the 
discovery of admissible information.  The definitive Plan and Agreement of 
Merger was produced with the Joint Application, and superseded all prior 
correspondence and negotiations. (Exhibit B to Joint Application, Section 10.13, 
p. 51).  Notwithstanding the foregoing objection, most interactions with parties 
potentially interested in purchasing Western Water, including Liberty Utilities, 
were communicated through Wells Fargo, the financial advisor engaged by 
Western Water for the sale.  Below is a list of meetings and telephone 
conversations between Western Water or its affiliated entities with representatives 
of Liberty or its affiliated entities: 
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Date Attendees/Participants Subject/Content 
6/12/2014 Robert Dove 

Bryan Lin 
Ian Robertson (Algonquin CEO) 
Ed Pamatat (Algonquin VP of 
Business Development) 

Introductory meeting to get to 
know each other.  There was no 
specific discussion on Park 
Water Company. 

8/6/2014 Robert Dove 
Bryan Lin 
Algonquin representatives, 
including Ian Robertson, Ed 
Pamatat and others 

Management presentation 
regarding the sale of Western 
Water Holdings, LLC. 

9/12/2014 Robert Dove 
Ian Robertson 

Negotiation of offer price for 
Western Water Holdings, LLC. 

9/16/2014 Robert Dove 
Bryan Lin 
Ian Robertson 
Ed Pamatat 
Chris Jarratt (Algonquin Vice 
Chair) 

Algonquin expressed their 
interest in acquiring Western 
Water Holdings LLC.  The 
attendees also discussed 
communication strategy if the 
merger agreement is executed. 

 

c. No such presentations occurred for the Directors of Western Water. 

d. There are no discussions regarding the sale of Western Water in any of the 
minutes from the Mountain Water Company, Park Water Company, or Western 
Water Board meetings, nor have any notes been identified that are responsive to 
this request.   

e. See response of Liberty. 
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PSC-003: RE: Organizational Chart 
Witness: Unknown 

 
a. Please provide the complete organizational chart for Liberty Utilities both prior to 

and after the proposed purchase and sale of Western Water showing all Liberty 
Utility subsidiaries. 

 
b. Please provide names and addresses of all subsidiaries of Liberty Utilities and the 

specific utility that each subsidiary provides. 
 
c. Please provide the number of customers served by each utility. 
 
d. Please provide name and addresses of the regulatory oversight body for each of 

the above utilities. 
 

 
Response to PSC-003: 
 

a. See response of Liberty. 

b. See response of Liberty. 

c. See response of Liberty. 

d. See response of Liberty. 
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PSC-004: RE: Ring Fencing 
Witness: Unknown 

 
a. Please provide copies of ring fencing provisions for each of the regulated 

subsidiaries of Liberty Utilities. 
 
b. If there are no ring fencing provisions in place for the regulated subsidiaries of 

Liberty Utilities, what safeguards are in place to prevent cross-subsidization from 
the regulated utilities to the non-regulated utilities?  Please explain. 

 
 
Response to PSC-004: 
 

a. See response of Liberty. 

b. See response of Liberty. 
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PSC-005: RE: Liberty Board of Directors 
Witness: Unknown 

 
a. Was the decision to purchase Western Water made solely by Liberty Utilities 

without consultation of any representatives of any parent (indirect or direct) 
company?  Please explain. 

 
b. Are there common members of the board of directors of Liberty Utilities and any 

parent (indirect or direct) of Liberty Utilities?  If so, please specify and provide 
which other boards those members serve on. 

 
c. Please provide the names and biographies of each of the board members of 

Liberty Utilities. 
 

 
Response to PSC-005: 
 

a. See response of Liberty. 

b. See response of Liberty. 

c. See response of Liberty. 
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PSC-006: RE: Algonquin not a formal applicant 
Witness: Unknown 

 
Please explain why Algonquin has chosen not be a formal applicant in this docket, given that 
Liberty Utilities is a wholly-owned subsidiary of that company. 
 
 
Response to PSC-006: 
 
See response of Liberty. 
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PSC-007: RE: Allocated Value of Mountain Water 
Witness: Unknown 

 
The purchase price of Western Water is stated to be $327MM with $250MM cash and 
assumption of $77MM of debt obligations. 
 

a. What is the separate value of Mountain Water in the proposed sale and merger? 
 
b. Please provide all work papers supporting the valuation both in hard copy and 

electronic format. 
 
c. What was the percentage of debt allocation, and separately, the equity allocation 

for Mountain Water?  Please provide supporting work papers. 
 

Response to PSC-007: 
 

a. See response of Liberty. 

b. See response of Liberty. 

c. See response of Liberty. 

 



PSC-008 

PSC-008: RE: Acquisition adjustment 
Witness: Unknown 

 
The application states in paragraph 16 page 5 that “The merger of Western Water Holdings and 
Liberty WWH also does not impact the operations of Mountain Water in the State of Montana, 
or the rates that Mountain Water has been authorized by the Commission to charge for water 
service.” 

 
Does this mean that Liberty Utilities will not be seeking an acquisition adjustment for the 
purchase of Western Water above the regulated rate base of the company?  Please explain. 
 
Response to PSC-008: 
 
See response of Liberty. 
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PSC-009: RE: “No harm to consumer” 
Witness: Unknown 

 
The application is proposing the Commission adopt the “No-harm to consumers’ standard” for 
the determination of approval of the application.  Specifically to Montana, the last authorized 
regulated rate base for Montana was approximately $35,651,607 with an additional $534,224 
from the main office allocated to Montana for a total rate base of $36,185,831. 
 

a. Is Liberty Utilities taking the position that it will not seek a return on or return of 
any investment above the regulated rate base?  Please explain. 

 
b. Is Liberty Utilities aware that Montana characteristically does not allow 

acquisition adjustments in the determination of rate base or return on equity? 
 
c. Is Liberty Utilities aware that Montana uses an historical test year as the basis for 

establishing rates? 
 
d. Given a hypothetical $40MM rate base for MWC, a 50/50 capital structure, and a 

10% ROE, the approximate equity return would be $2MM.  What would be the 
yield on the investment in MWC based on the allocated value provided in a 
previous data request (PSC-007)? 

 
e. What is the current 30-year treasury rate? 

 
 
Response to PSC-009: 
 

a. See response of Liberty. 

b. See response of Liberty. 

c. See response of Liberty. 

d. See response of Liberty. 

e. See response of Liberty. 
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PSC-010: RE: Allocation of expenses 
Witness: Unknown 

 
Presently there is no overhead (Main Office Expense) that is being charged by Western Water to 
Park Water or Mountain Water. 
 

a. Will there be an allocation of Western Water or other entity expenses to the 
overhead of Park Water?  Please explain.   

 
b. If Liberty Utilities integrates its cash management system, will there be an 

overhead cost associated with the use of the cash management system? 
 
Response to PSC-010: 

 
a. See response of Liberty. 

b. See response of Liberty. 

 



PSC-011 

PSC-011: RE: Cash Management 
Witness: Unknown 

 
a. Order No. 7149d stated that Mountain must file for Commission approval of a 

cash management plan incorporating best practices protecting Mountain’s and its 
parent’s credit from risks associated with participating in a shared money pool 
with such affiliates.  Will that be the case with Liberty Utilities?  Please explain. 

 
b. Please provide a copy of Liberty’s cash management plan. 
 

 
Response to PSC-011: 
 

a. See response of Liberty. 

b. See response of Liberty. 
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PSC-012: RE: Carlyle/City/Clark Fork Coalition Letter Agreement 
Witness: Unknown 

 
Please address each of the issues in Paragraph 47 of Final Order 7149d.  Please explain and 
provide supporting documentation that each of the conditions has been met. 
 
Objection: 
 
Mountain Water and Western Water object to this request to the extent it seeks information not 
relevant to the subject matter of the instant proceeding, information not reasonably calculated to 
lead to the discovery of evidence admissible in the instant proceeding, or to the extent it calls for 
a legal opinion or conclusion.  
 
Response to PSC-012: 
 
 
Paragraph 47 of Final Order 7149d contains five requirements:  
 

1) If Mountain’s upstream owner receives an offer to buy Mountain independent of its 
parent and the parent, having received the offer, decides to sell Mountain, the City will be 
notified of the decision prior to any sale.  The City will have 120 days to submit its own 
proposal to purchase Mountain.  If the City’s offer meets or exceeds the third-party’s 
purchase price in Carlyle’s reasonable judgment, Carlyle will accept the City’s proposal. 
 

2) If Mountain, Park, or Western Water is proposed to be sold, Carlyle will notify the City 
prior to the sale.  The City will have at least 120 days after notice of Carlyle’s intention to 
sell to determine whether to submit an offer to purchase Mountain and, during that time, 
Carlyle will not sell the company to a third party and will consider in good faith any offer 
from the City to purchase Mountain. 
 

3) Carlyle will consider in good faith any offer from the City at any time to purchase 
Mountain. 
 

4) Disputes regarding the provisions of the Letter Agreement will be settled by a 3-member 
arbitration panel in Missoula.  The arbitrators, one each selected by Carlyle and Mountain 
and the third by mutual agreement, will have the power to award damages, injunctive 
relief, and attorneys’ fees and expenses to any party. The arbitration decision will be final 
and binding on the parties. 
 

5) The Commission should not adopt a condition on the sale regarding the future use of 
Mountain’s water rights.  If the Commission approves the transaction, Mountain’s 
Rattlesnake drainage infrastructure will continue to be beneficially used as a backup 
water supply for Missoula and not diverted elsewhere and, prior to Mountain using its 
water rights for a different use, Mountain will discuss those plans with the City and CFC 
at least 90 days prior to the planned change of use. 

 
In regard to these five requirements: 
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1) Neither Western Water nor Park Water received an offer to buy Mountain Water.  The 
marketing associated with the transaction sought indications of interest from parties 
interested in acquiring Western Water, not Mountain Water. 

 
2) The 120 day notice requirement was met by a letter from Thor Nelson of Holland & Hart 

LLP to Missoula City Attorney Jim Nugent on May 21, 2014.  See WWH000001. 
 

3) Carlyle received offers to purchase Mountain Water from the City of Missoula on three 
occasions.  Each was considered in good faith and rejected.  

 
4) No party has invoked the arbitration provision, so there is no responsive answer to the 

question pertaining to this part of the order. 
 

5) Mountain Water has complied with the fifth component of Paragraph 47 of the Final 
Order.
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PSC-013: RE: Letter Agreement Order 7149d, paragraphs 79-80 – Rattlesnake Watershed 
Witness: Unknown 

 
If the sale and transfer is approved, will the successor company continue to honor the Letter 
Agreement that the Rattlesnake Watershed will only be used for emergency backup water supply 
and that Missoula water would be kept in the Missoula area watershed?  Please explain. 
 
 
Response to PSC-013: 
 
See response of Liberty. 

 
 



PSC-014 

PSC-014: RE: Western Water Schedule 4.21(a) 
Witness: Unknown 

 
Please provide a copy of the loans and guarantees indicated in Schedule 4.21(a). 
 
Objection: 
 
Mountain Water and Western Water object to this request to the extent it seeks information not 
relevant to the subject matter of the instant proceeding, information not reasonably calculated to 
lead to the discovery of evidence admissible in the instant proceeding, or confidential and 
proprietary information.  Specifically, Mountain Water and Western Water object to the 
disclosure of individual employee financial information and employee names and signatures that 
are included in the responsive documents, on the grounds they are not relevant to the subject 
matter of the instant proceeding and are confidential personal information.  If information 
redacted from the responsive documents is found to be relevant, Mountain Water and Western 
Water reserve the right to file for a protective order to maintain the confidentiality of the 
redacted information.      
 
Response to PSC-014: 
 
The following documents are responsive to this request, however employee names and 
signatures have been redacted from these documents, on the grounds they are not relevant to the 
subject matter of this proceeding and constitute confidential personal information.  Additionally, 
Mountain Water and Western Water note that these agreements are already in full force and 
effect, and are only listed in Schedule 4.21(a) of the Merger Agreement because they are being 
transferred as part of the sale of Western Water.   
 
 

1. Inter-Company Promissory Note dated December 20, 2012 between Western 
Water Holdings, LLC and Park Water Company (WWH000002- WWH000005) 

2. Promissory Note dated December 20, 2012 between [__________] and Western 
Water Holdings, LLC (WWH000006- WWH000010) 

3. Promissory Note dated December 20, 2012 between [__________] and Western 
Water Holdings, LLC (WWH000011- WWH000015) 

4. Promissory Note dated December 20, 2012 between [__________] and Western 
Water Holdings, LLC (WWH000016- WWH000020) 

5. Promissory Note dated December 20, 2012 between [__________] and Western 
Water Holdings, LLC (WWH000021- WWH000025) 

6. Promissory Note dated December 20, 2012 between [__________] and Western 
Water Holdings, LLC (WWH000026- WWH000030) 

7. Promissory Note dated December 20, 2012 between [__________] and Western 
Water Holdings, LLC (WWH000031- WWH000035) 
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PSC-015: RE: Schedule 4.18(b) 
Witness: Unknown 

 
Please provide copies of each of the agreements 1-14. 
 
Objection: 
 
Mountain Water and Western Water object to this request to the extent it seeks information not 
relevant to the subject matter of the instant proceeding, information not reasonably calculated to 
lead to the discovery of evidence admissible in the instant proceeding, or confidential and 
proprietary information.  Specifically, Mountain Water and Western Water object to the 
disclosure of employee signatures, spousal information (including signatures), and unit amounts 
that are included in the responsive documents, on the grounds they are not relevant to the subject 
matter of the instant proceeding and are confidential personal information.  If information 
redacted from the responsive documents is found to be relevant, Mountain Water and Western 
Water reserve the right to file for a protective order to maintain the confidentiality of the 
redacted information.         
 
Response to PSC-015: 
 
The following documents are responsive to this request, however Employer Identification 
Numbers, individual employee salary information, employee signatures, spousal information 
(including signatures), and unit amounts have been redacted from these documents, on the 
grounds they are not relevant to the subject matter of this proceeding and constitute confidential 
personal information.  Additionally, Mountain Water and Western Water note that these 
agreements are already in full force and effect (with the exception of items 3(a) and 3(b) whose 
term has now expired) and are only listed in Schedule 4.18(b) of the Merger Agreement because 
they are existing plans and agreements of Western Water, or its subsidiaries, whose stock is 
being transferred.   
 

1. Retirement Plan for Employees of Park Water Company, amended and restated 
January 1, 2010 (WWH000036- WWH000141) 

2(a). Park Water Company Employee Benefit Plan (For post retiree health benefits, see 
pages 2-5 of the Plan document, plus Appendices C and D) (WWH000142- 
WWH000163) 

2(b). First Amendment Park Water Company Employee Benefit Plan (Wrap Around 
Plan) (WWH000164) 

2(c). Appendix E Retiree Medical Reimbursement Arrangement (WWH000165- 
WWH000180) 

2(d). Third Amendment Park Water Company Employee Benefit Plan (Wrap Around 
Plan) (WWH000181) 

3(a). Employment Agreement between Park Water Company and Nyri A. Wheeler 
(WWH000182- WWH000188) 

3(b). Employment Agreement between Christopher Schilling and PWC Merger Sub, 
Inc. (as a predecessor in interest to Park Water Company) dated December 21, 
2010 (WWH000189- WWH000205) 
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3(c). Employment Agreement between Leigh Jordan and Park Water Company dated 
December 15, 2011 (WWH000206- WWH000224) 

4. Ancillary Matters Agreement dated February 28, 2012 between Western Water 
Holdings, LLC and Christopher Schilling (WWH000225- WWH000232) 

5. Amended and Restated Class B Unit Grant Agreement, dated November 27, 2012 
by and between Christopher Schilling and Western Water Holdings, LLC 
(WWH000233- WWH000244) 

6. Amended and Restated Class B Unit Grant Agreement, dated November 27, 2012 
by and between Chris Alario and Western Water Holdings, LLC (WWH000245- 
WWH000256) 

7. First Amendment to Class B Unit Grant Agreement, dated February 13, 2014 by 
and between Chris Alario and Western Water Holdings, LLC (WWH000257- 
WWH000259) 

8. Amended and Restated Class B Unit Grant Agreement, dated November 27, 2012 
by and between Jeanne-Marie Bruno and Western Water Holdings, LLC 
(WWH000260- WWH000268) 

9. Amended and Restated Class B Unit Grant Agreement, dated November 27, 2012 
by and between Leigh Jordan and Western Water Holdings, LLC (WWH000269- 
WWH000282) 

10. Amended and Restated Class B Unit Grant Agreement, dated November 27, 2012 
by and between John Kappes and Western Water Holdings, LLC (WWH000283- 
WWH000292) 

11. Amended and Restated Class B Unit Grant Agreement, dated November 27, 2012 
by and between Gary Lynch and Western Water Holdings, LLC (WWH000293- 
WWH000301) 

12. Amended and Restated Class B Unit Grant Agreement, dated November 27, 2012 
by and between Doug Martinet and Western Water Holdings, LLC 
(WWH000302- WWH000310) 

13. Amended and Restated Class B Unit Grant Agreement, dated November 27, 2012 
by and between Scott Weldy and Western Water Holdings, LLC (WWH000311- 
WWH000319) 

14. Amended and Restated Class B Unit Grant Agreement, dated November 27, 2012 
by and between Mary Young and Western Water Holdings, LLC (WWH000320- 
WWH000327) 
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PSC-016: RE: Schedule 6.8(d) 
Witness: Unknown 

 
Please provide a copy of agreement referred to in this Schedule. 
 
Objection: 
 
Mountain Water and Western Water object to this request to the extent it seeks information not 
relevant to the subject matter of the instant proceeding, information not reasonably calculated to 
lead to the discovery of evidence admissible in the instant proceeding, or confidential and 
proprietary information.  Specifically, Mountain Water and Western Water object to the 
disclosure of employee signatures on the grounds they are not relevant to the subject matter of 
the instant proceeding and are confidential personal information.  If information redacted from 
the responsive document is found to be relevant, Mountain Water and Western Water reserve the 
right to file for a protective order to maintain the confidentiality of the redacted information.            
 
Response to PSC-016: 
 
This agreement was provided as Document No. 4 (WWH000225- WWH000232) in Response to 
PSC-015. 
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PSC-017: RE: Liberty Utilities’ water utilities 
Witness: Unknown 

 
List the water distribution utility systems owned by Liberty Utilities along with their locations, 
numbers of customers, and the dates when Liberty assumed operation of the systems. 
 
 
Response to PSC-017: 
 
See response of Liberty. 
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PSC-018: RE: Ring fencing requirements, p. 10 of application 
Witness: Unknown 

 
a. An existing Mountain Water ring-fencing provision requires Mountain to notify 

the Commission 30 days in advance of any dividend declarations, or other transfer 
that exceeds 5% of Mountain’s shareholder equity.  Please explain why your 
provision (F) does not include the 30-day advance notice requirement. 

 
b. Please explain why provision (J) of the existing Mountain ring fencing provisions 

is not included in Liberty’s proposed ring-fencing requirements.  The existing 
provision (J) requires Mountain, if it wants to change its current cash management 
agreement with Park, to incorporate best practices for protecting Mountain’s 
credit from the risks of such an agreement and to provide the Commission with 30 
days’ advance notice of any changes. 

 
 
Response to PSC-018: 
 

a. See response of Liberty. 

b. See response of Liberty. 
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PSC-019: RE: Merger Agreement 
Witness: Unknown 

 
a. Does the acronym “CIP” in the Agreement refer to Carlyle Infrastructure 

Partners? 
 
b. Provide the “Class A Joinder Agreement, pursuant to which CIP has agreed ... to 

provide certain indemnification obligations ...” 
 
c. List all of the Transaction Documents referred to on p. 15 of the Agreement. 

 
Objection: 
 
Mountain Water and Western Water object to subpart (b) of this request on the grounds that it 
seeks information not relevant to the subject matter of the instant proceeding or information not 
reasonably calculated to lead to the discovery of evidence admissible in the instant proceeding.  
In support of this objection, Mountain Water and Western Water provide the following 
explanation: 
 
As part of the Merger Agreement, Carlyle Infrastructure Partners Western Water L.P. (“Class A 
Holder”) and Carlyle Infrastructure Partners, L.P. (“CIP”) executed and delivered a Limited 
Joinder Agreement (the “Joinder”).  The Joinder itself serves a very limited purpose.  Under the 
Merger Agreement, each of the equity owners of Western Water has certain indemnification 
obligations with respect to usual and customary informational disclosures made by Western 
Water to Liberty Utilities.  Those indemnity obligations are set forth in the Merger Agreement 
and are subject to limitations, time periods and exclusions.  None of the equity owners of 
Western Water are parties to the Merger Agreement.  Accordingly, the equity owners will be 
required to sign a joinder acknowledging their indemnity obligations.  Because the Class A 
Holder is the largest equity owner of Western Water, Liberty Utilities insisted that Class A 
Holder sign the Joinder concurrent with the execution of the Merger Agreement.  All the Joinder 
does is confirm Class A Holder’s indemnity obligations under the Merger Agreement.  Because 
CIP is the sole owner of Class A Holder, CIP is a party to the Joinder to guaranty Class A 
Holder’s obligations. 
 
If the Joinder is found to be relevant, Mountain Water and Western Water reserve the right to file 
for a protective order to maintain the confidentiality of the redacted information.         
    
Response to PSC-019: 

 
a. CIP in the Merger Agreement means Carlyle Infrastructure Partners Western 

Water L.P. (See Section 1.11 under “Definitions” and  Section 8.5). 
 

b.  See objection. 
 

c. The Transaction Documents are:  Exhibit 1.42 (Escrow Agreement), Exhibit 
2.3(b) (Certificate of Formation of the Surviving Entity), Exhibit 2.3(c) (LLC 
Agreement of the Surviving Entity), Exhibit 7.1(c) (Class B Joinder Agreement), 
the Class A Limited Joinder Agreement, and the Algonquin Guaranty. 
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PSC-020: RE: Due Diligence 
Witness: Unknown 

 
a. Please provide the names, contact information, qualifications of representative, 

dates and locations physically reviewed by representatives of Liberty Utilities that 
physically visited the facilities of Park, Apple Valley and Mountain Water. 

 
b. Please provide all documents, presentations, notes and reports, written and 

electronic that were generated as a result of those visits. 
 
 
Response to PSC-020: 
 

a. See response of Liberty. 

b. See response of Liberty. 
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PSC-021: RE: Plan and Agreement Merger Pg. 22 4.17 Labor and Employment Matters 
Witness: Unknown 

 
a. Please list all unfair labor practice complaints and a brief summary and 

disposition of those complaints for all regulated utilities of Liberty Utilities for the 
last 5 years.  Identification of the affected employee(s) in not necessary and can 
be redacted. 

 
b. Please do the same for Western Water Works and its direct and indirect 

subsidiaries. 
 
Response to PSC-021: 
 

a. See response of Liberty. 

b. None. 
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PSC-022: RE: Schedule 4.3(a) 
Witness: Unknown 

 
a. Please provide copies of documentation referred to in 4.3(a) 4. 
 
b. Is the ownership interest in Park Water pledged to BNY Western Trust Company 

as well?  Please explain. 
 

Objection: 
 
Mountain Water and Western Water object to this request to the extent it seeks information not 
relevant to the subject matter of the instant proceeding, information not reasonably calculated to 
lead to the discovery of evidence admissible in the instant proceeding, or confidential and 
proprietary information.  Specifically, Mountain Water and Western Water object to the 
disclosure of employee signatures, bank accounts, and taxpayer identification information that is 
included in the responsive documents, on the grounds they are not relevant to the subject matter 
of the instant proceeding, and constitute confidential personal and financial information.  If 
information redacted from the responsive documents is found to be relevant, Mountain Water 
and Western Water reserve the right to file for a protective order to maintain the confidentiality 
of the redacted information.            

 
 
Response to PSC-022: 

 
a. The following documents are responsive to this request, however employee 

signatures and bank account information have been redacted from these 
documents, on the grounds they are not relevant to the subject matter of this 
proceeding and constitute confidential personal or financial information.  
Additionally, Mountain Water and Western Water note that these agreements are 
associated with bonds issued by Park Water Company, are already in full force 
and effect, and are only listed in Schedule 4.3(a) of the Merger Agreement 
because the purchaser of the stock of Western Water is accepting the obligation 
for the existing debt as part of the sale: 

 
1. Seventh Supplemental Indenture (WWH000328- WWH000345) 

2. Eighth Supplemental Indenture by Park Water Company to BNY Western 
Trust Company as Trustee dated May 1, 2002, Supplementing, Amending 
and Restating Indenture date November 1, 1973, as further supplemented 
by Supplemental Indentures Seventh through Fourteenth (WWH000346- 
WWH000449) 

3. Ninth Supplemental Indenture (WWH000450- WWH000464) 

4. Tenth Supplemental Indenture (WWH000465- WWH000481) 

5. Eleventh Supplemental Indenture (WWH000482- WWH000496) 

6. Twelfth Supplemental Indenture (WWH000497- WWH000511) 

7. Thirteenth Supplemental Indenture (WWH000512- WWH000529) 



PSC-022 

8. Fourteenth Supplemental Indenture (WWH000530- WWH000546) 

 
b. No, the ownership interest in Park Water is not pledged to BNY Western Trust 

Company; rather the assets described as “Mortgage Property” of Park Water is 
pledged.  “Mortgaged Property” means all property conveyed, assigned, pledged 
or mortgaged to the Trustee.  This is described in greater detail on pages three 
through five of the Eighth Supplemental (Restated) Indenture. 
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PSC-023: RE: Schedule 4.7(a) 
Witness: Unknown 

 
Please provide a list of costs expensed by MWC in this litigation. 
 
Response to PSC-023: 
 
The recorded litigation costs through December 31, 2014 is approximately $3,030,000.  Of this 
amount there is approximately $2,270,000 in legal costs, $605,000 in expert witnesses and the 
balance is other costs (e.g., data room, court reporting for depositions, other consulting and 
miscellaneous).  
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PSC-024: RE: Schedule 4.11 
Witness: Unknown 

 
a. Please provide copies of documents referred to in 4.11 (iii) 1, 2, 3, 4 
 
b. Please provide copies of documents referred to in 4.11 (iv) 1 
 
c. Please provide copies of documents referred to in 4.11 (iv) 3 with regard to 

Decision No. 11-12-007 of the PUC of California.   
 
d. Please provide copies of documents referred to in 4.11(x) 5 and 7. 

 
Objection: 
 
Mountain Water and Western Water object to this request to the extent it seeks information not 
relevant to the subject matter of the instant proceeding, information not reasonably calculated to 
lead to the discovery of evidence admissible in the instant proceeding, or confidential and 
proprietary information.  Specifically, Mountain Water and Western Water object to the 
disclosure of the locations of Park Water Company property and facilities, employee names or 
signatures, or bank accounts that are included in the responsive documents, on the grounds they 
are not relevant to the subject matter of the instant proceeding, and are confidential personal or 
financial information, or are confidential for system safety and security reasons.  If information 
redacted from the responsive documents is found to be relevant, Mountain Water and Western 
Water reserve the right to file for a protective order to maintain the confidentiality of the 
redacted information.                 
 
Response to PSC-024: 
 
Where necessary, employee names, signatures, bank account information, and locations of Park 
Water Company property and facilities has been redacted from these documents, on the grounds 
they are not relevant to the subject matter of this proceeding and constitute confidential personal 
information or sensitive system safety and security information.  Additionally, Mountain Water 
and Western Water note that these agreements are already in full force and effect, and are only 
listed in Schedule 4.11 of the Merger Agreement because they are being transferred as part of the 
sale of Western Water.   
 

a. The following documents are responsive to this request: 
 
1. Loan Agreement Letter (WWH000571- WWH000575) 

2. Employment Agreement between Park Water Company and Nyri 
A. Wheeler, provided as Document No. 3a (WWH000182- 
WWH000188) in Response to PSC-015. 

3. Employment Agreement between Christopher Schilling and PWC 
Merger Sub, Inc. (as a predecessor in interest to Park Water 
Company) dated December 21, 2010, provided as Document No. 
3b (WWH000189- WWH000205) in Response to PSC-015. 

4. Ancillary Matters Agreement dated February 28, 2012 between 



PSC-024 

Western Water Holdings, LLC and Christopher Schilling, provided 
as Document No. 4 (WWH000225- WWH000232) in Response to 
PSC-015.  

b. The following document is responsive to this request: 
 

1. Letter Agreement dated September 22, 2011 by and among the 
City of Missoula, Clark Fork Coalition and Carlyle Infrastructure 
Partners, L.P. (WWH000576- WWH000580) 

 
c. The following document is responsive to this request: 

 
1. Decision No. 11-12-007 of the California Public Utilities Commission 

(WWH000581- WWH000618) 
 

d. The following documents are responsive to this request: 
 

1. Loan Agreement Dated February 13, 2014 by and between Wells Fargo 
Bank, National Association and Park Water Company (WWH000547- 
WWH000570) 

2. Term Loan Agreement dated August 26, 2014 between Park Water 
Company and CoBank, ACB (WWH000619- WWH000653) 
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PSC-025: RE: Schedule 4.11 
Witness: Unknown 

 
Please explain what is a provisional permit as referred to on page 48 of 64. 
 
Response to PSC-025: 
 
A Provisional Permit is a Post - July 1, 1973 Water Use Permit granted by the Department of 
Natural Resources & Conservation (“DNRC”).  After the Provisional Permit has been fully 
perfected and verified by DNRC, and the basin in which the permit is located has been 
adjudicated by the Water Court and a Final Decree issued, then a Certificate of Water Right is 
issued for the permit.  Currently, none of the basins in the western 2/3 of the state have been 
issued Final Decrees, so virtually all Post - July 1 Water Use Permits remain in “Provisional” 
status.  
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PSC-026: RE: Schedule 4.19 
Witness: Unknown 

 
a. What is the status of the property tax situation as referred to in number 1? 
 
b. Have the tax returns referred to in number 2 been filed?  Please supply copies of 

the Federal and Montana returns. 
 
c. Was there a gain or loss on the sale of Santa Paula Water Works, Ltd.?  If so, 

what was that gain or loss? 
 
d. Are the assets and liabilities of Santa Paula allocated to any of the subsidiaries or 

operating divisions of Park Water?  Please explain. 
 
 
Response to PSC-026: 
 

a. On January 9, 2015, Mountain filed a Complaint for Declaratory Relief against 
the Montana Department of Revenue (“Department”) with the Montana First 
Judicial District Court  of Lewis and Clark County asking that the condemnor be 
assessed with property taxes after the date of the summons and that the taxes paid 
by Mountain be refunded.  The Department's responsive pleading will be due on 
February 27, 2015.  
 

b. Yes.  Copies of the federal and Montana tax returns will be provided in 
accordance with the Commission’s decision to grant or deny Mountain Water’s 
and Western Water Holdings’ motion for a protective order filed 
contemporaneously with this response.   

 
c. No.  Santa Paula Water Works, Ltd. (“SPWW”) was not sold but rather it was 

dissolved.  The assets and liabilities were assumed by Park Water. 
 

d. No.  At dissolution the assets consisted of a parcel of land located in the area 
formerly served by SPWW having no value to any of the Company’s current 
utility operations and notes receivable stemming from the sale of SPWW utility 
assets in the 1990s.  The liabilities consisted of retirement benefits associated with 
former employees of SPWW and deferred income taxes.  To avoid any 
comingling with utility operations these assets and liabilities are specifically 
recorded as non-utility.   
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PSC-027: RE: Due Diligence 
Witness: Unknown 

 
a. Please provide copies of all correspondence, presentations, minutes of meetings, 

and phone logs, electronic or paper, between Carlyle Infrastructure Partnership 
and Western Water discussing the sale of Western Water to Liberty Utilities.  If 
there are video or audio recordings please provide those as well. 

 
b. Was Carlyle Infrastructure Partnership or Western Water approached first 

regarding the sale of Western Water?  What company made the initial contact, 
Liberty Utilities or Algonquin? 

 
c. Please provide copies of correspondence, presentations, minutes of meetings and 

phone logs, electronic or paper, regarding the initial contact for the sale and 
purchase of Western Water.  If there are video or audio recordings please provide 
those as well. 

 
d. If there was a solicitation of bids for the purchase of Western Water, please 

provide the solicitation letter and names of companies providing proposals. 
 

e. If there is an answer other than not applicable to (d) above, please provide the 
details of the other bids including worksheets supplied by the bidder, and 
supporting documentation as to why they were not chosen. 

 
Objection: 
 
Mountain Water and Western Water object to this request to the extent it seeks information not 
relevant to the subject matter of the instant proceeding, information not reasonably calculated to 
lead to the discovery of evidence admissible in the instant proceeding, information not within the 
possession, custody, or control of Mountain Water or Western Water, or confidential and 
proprietary information.  
 
Response to PSC-027: 
 

a. Mountain Water and Western Water interpret the reference to “Carlyle 
Infrastructure Partnership” as Carlyle Infrastructure Partners, L.P. (“CIP”).  There 
were no discussions between CIP and Western Water that are responsive to this 
request.  

 
b. CIP was approached periodically throughout its ownership of Western Water by 

parties seeking information about Western Water.  These inquiries were made 
based upon what CIP perceived as an apparent interest in acquiring Western 
Water on the part of the party making the inquiry.  Following the decision to sell 
Western Water, CIP engaged Wells Fargo to conduct a competitive auction 
process.  Accordingly, Wells Fargo made the initial contact with potential bidders.  
Algonquin was one of the parties contacted.   
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c. Initial interactions with entities potentially interested in purchasing Western 
Water were communicated by and to Wells Fargo, the financial advisor engaged 
by Western Water for the sale.  However, the following document was used by 
Wells Fargo as initial contact to solicit bids for the sale of Western Water: 
WWH000654-WWH000656 

 
d. Western Water specifically objects to this request in that it seeks confidential 

information of the bidders that Western Water is obliged not to disclose or that the 
bidders provided with the express understanding that confidentiality would be 
maintained.  Notwithstanding the objection, see WWH000657- WWH000659.   

 
e. Western Water specifically objects to this request in that it seeks confidential 

information of the bidders that Western Water is obliged not to disclose or that the 
bidders provided with the express understanding that confidentiality would be 
maintained.  Notwithstanding the objection, indications of interest were submitted 
by 13 respondents.  In these indications of interest, proposed cash payments for 
equity, exclusive of outstanding debt to be assumed, ranged from $126 million to 
$246 million, with at least five indications of interest at or above $200 million.  
Four 2nd Round bids were submitted, with proposed cash payments for equity 
ranging from $211.6 million to $250.6 million, exclusive of outstanding debt to 
be assumed.  As indicated in the Joint Application, the final purchase price for 
Western Water is $327 million, including $250 million in cash plus assumption of 
approximately $77 million in debt obligations.     

 



 

CERTIFICATE OF SERVICE 
 

I hereby certify that on this, the 17th day of February, 2015, WESTERN WATER 
HOLDINGS, LLC AND MOUNTAIN WATER COMPANY’S RESPONSES TO 
MONTANA PUBLIC SERVICE COMMISSION’S DATA REQUESTS (PSC-001 to PSC-
027) were electronically filed with the Commission and served via U.S. mail and e-mail, unless 
otherwise noted, to the following: 
 
Kate Whitney 
Montana PSC 
1701 Prospect Avenue 
PO Box 202601 
Helena, MT  59620-2601 
kwhitney@mt.gov  
via UPS 

Robert Nelson 
Monica Tranel 
Montana Consumer Counsel 
111 North Last Chance Gulch, Suite 1B 
P.O. Box 201703 
Helena, MT 59620-1703 
robnelson@mt.gov 
 

Barbara Chillcott 
Legal Director 
The Clark Fork Coalition 
140 S 4th Street West, Unit 1 
PO Box 7593 
Missoula, MT 59801 
barbara@clarkfork.org 
 

Jim Nugent 
City Attorney 
The City of Missoula 
City Attorney’s Office 
435 Ryman Street 
Missoula, MT 59802 
JNugent@ci.missoula.mt.us  

Gary Zadick 
#2 Railroad Square, Suite B 
P. O. Box 1746 
Great Falls, MT  59403 

Scott Stearns 
Natasha Prinzing Jones 
BOONE KARLBERG P.C 
P.O. Box 9199 
Missoula, MT 59807-9199 
npjones@boonekarlberg.com  
sstearns@boonekarlberg.com 
 

Thorvald A. Nelson 
Nikolas S. Stoffel 
Holland & Hart LLP 
6380 South Fiddlers Green Circle 
Suite 500 
Greenwood Village, CO 80111 
tnelson@hollandhart.com  
nsstoffel@hollandhart.com  

John Kappes 
President & General Manager 
Mountain Water Company 
1345 West Broadway 
Missoula, MT 59802-2239 
johnk@mtnwater.com  

Christopher Schilling 
Chief Executive Officer 
Leigh Jordan 
Executive Vice President 
Park Water Company 
9750 Washburn Road 
Downey, CA 90241 
CSchilling@parkwater.com  
LeighJ@parkwater.com 
 

Michael Green 
Gregory F. Dorrington 
CROWLEY FLECK PLLP 
100 North Park, Suite 300 
P. O. Box 797 
Helena, MT 59624-0797 
mgreen@crowleyfleck.com 
gdorrington@crowleyfleck.com  



 

Todd Wiley 
Assistant General Counsel 
Liberty Utilities 
12725 West Indian School Road, Suite D-101 
Avondale, Arizona 85392 
Todd.Wiley@LibertyUtilities.com  

 

 For electronic service only: 
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aclee@hollandhart.com 
camayers@hollandhart.com 
cuda@crowleyfleck.com 
jtolan@crowleyfleck.com  
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RETIREMENT PLAN FOR EMPLOYEES  

OF  

PARK WATER COMPANY 

INTRODUCTION 

The following are the provisions of the Retirement Plan for Employees of Park Water Company 

(the “Plan”), as amended and restated as of January 1, 2010, adopted by Park Water Company  (the 

“Company”) to facilitate the retirement of its eligible employees in an orderly and equitable 

manner. This document supersedes all previous plan documents for this Retirement Plan. The Plan 

is a continuation of the Plan as in effect on December 31, 2009 for such employees of the 

Company, but was originally effective January 1, 1966. 

The Plan is amended and restated in accordance with Revenue Procedure 2007-44 and Notice 

2009-98 (2009 Cumulative List of Changes in Plan Qualification Requirements) to comply with 

federal legislation enacted over the past several years, and to incorporate all Plan amendments 

since the last restatement.  Therefore, by execution of this instrument, the Company amends and 

restates its defined benefit plan effective as of January 1, 2010, except where a different date is 

specified, to comply with the applicable provisions of the Employee Retirement Income Security 

Act of 1974 (Public Law 93-406), as amended, and to continue to qualify the Plan under Section 

401(a) of the Internal Revenue Code of 1986, as amended. 

This Plan, as amended and restated, will have no adverse effect upon employees as of January 1, 

2010 and no application whatsoever, except as provided herein, to employees retired or terminated 

before the effective date of these plan provisions. 
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ARTICLE I 

DEFINITIONS 

Whenever used herein, the following words and phrases shall have the meaning specified below. 

Additional words and phrases may be defined in the text of the Plan. 

Accrued Benefit 

“Accrued Benefit” means the monthly benefit payable for the life of the Participant, commencing 

on the Participant’s Normal retirement Date, computed in accordance with Section 4.01 of the Plan, 

based on the Participant’s Compensation and Years of Service as of the date of determination. 

Actuarial Equivalent 

“Actuarial Equivalent” means a benefit of equivalent present value when computed at the rate of 

interest of five and one-half percent (5.5%) per annum compounded annually and on the basis of 

the mortality rates set forth in the 1994 Group Annuity Reserving mortality table as prescribed in 

Revenue Ruling 2001-62.. 

Notwithstanding any other provision of the Plan to the contrary, effective January 1, 2008, the 

equivalent present value of a Participant’s Accrued Benefit for purposes of a lump sum payment 

shall be determined using the following actuarial bases pursuant to Code Section 417(e): 

(a) Mortality shall be based on the “applicable mortality table” as defined in Code Section 

417(e)(3)(B), which is a mortality table, modified as appropriate by the Secretary of the 

Treasury, based on the mortality table specified for the plan year under subparagraph (A) of 

Code Section 430(h)(3) (without regard to subparagraph (C) or (D) of such section). 

(b) The applicable interest rate shall be the “applicable interest rate” as defined in Code Section 

417(e)(3)(C) which is the adjusted first, second, and third segment rates (as defined in Code 
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Section 417(e)(3)(D)) applied under rules similar to the rules of Code Section 430(h)(2)(C) 

for the last month prior to the Plan Year of distribution. 

Notwithstanding any other provision in the Plan to the contrary, effective January 1, 2008, the 

applicable mortality table used for purposes of adjusting any limitation under Internal Revenue 

Code Section 415(b)(2)(B), (C) or (D), shall be the “applicable mortality table” as defined in Code 

Section 417(e)(3)(B), which is a mortality table, modified as appropriate by the Secretary of the 

Treasury, based on the mortality table specified for the plan year under subparagraph (A) of Code 

Section 430(h)(3) (without regard to subparagraph (C) or (D) of such section). 

Annuity Starting Date 

“Annuity Starting Date” means (a) the first day of the first period for which an amount is payable 

as an annuity, or (b) in the case of a benefit not payable in the form of an annuity, the first day on 

which all events have occurred which entitle the Participant to such benefit.  In the case of a 

disabled Employee, the first day of the first period for which a benefit is to be received because the 

Employee is disabled shall be treated as the Annuity Starting Date. 

Anniversary Date 

“Anniversary Date” means each January 1. 

Authorized Leave of Absence 

“Authorized Leave of Absence” means all periods of a Participant's absence which are authorized 

by a member of the Controlled Group to begin and end on the date selected by such member. 

Beneficiary 

“Beneficiary” means the person or legal entity most recently designated by a Participant to receive 

any benefits payable hereunder in the event of the Participant's death, other than the surviving 

spouse's benefits payable under the normal form of Retirement Benefit described in Section 5.01(b) 

or the surviving spouse's benefits payable pursuant to Section 9.01(a) or (b). Upon entry into the 

Plan, each Participant shall designate a Beneficiary or beneficiaries, on a written statement filed 
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with the Employer. Thereafter, each Participant may designate a different Beneficiary or 

Beneficiaries at any time by delivering a written designation to the Employer in a form prescribed 

by the Employer. Such new designation shall only be effective upon receipt by the Employer and 

upon receipt, shall cancel all prior Beneficiary designations. If the Beneficiary so designated is 

other than the Participant’s spouse, the Participant must furnish the Employer with the voluntary 

written consent of his spouse in accordance with Section 5.05 of the Plan. If no Beneficiary is so 

designated, or if the designated Beneficiary fails to survive the Participant, the Beneficiary shall 

mean the Participant's spouse, or if no spouse survives, the Participant's estate.  A Participant shall 

have the right to change the Beneficiary without the consent of a previously designated 

Beneficiary. 

Board of Directors 

“Board of Directors” means the board of directors of Park Water Company. 

Break in Service 

“Break in Service” means a year during which an Employee completes less than 501 Hours of 

Service.  Such year shall be a 12 month period starting with the Employment Commencement Data 

and any anniversaries thereof. 

Code 

“Code” means the Internal Revenue Code of 1986, as it may be periodically amended. 

Committee 

“Committee” means the Pension Plan Committee as described in Article XI of the Plan. 

Compensation 

“Compensation” shall mean the W-2 compensation actually paid to a Participant by the Employer. 

Compensation shall include contributions made by the Employer to an Employer sponsored plan 

for the Employee’s benefit pursuant to a salary reduction or salary deferral agreement under Code 

Sections 125(a), 132(f)(4), 402(e)(3), 402(h)(1)(B), 402(k) or 457(b), which are not includible in 
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the Employee’s gross income.  For years beginning after December 31, 2008, (i) an individual 

receiving a differential wage payment, as defined by Code Section 3401(h)(2), shall be treated as 

an Employee of the Employer making the payment, (ii) the differential wage payment shall be 

treated as compensation, and (iii) the Plan shall not be treated as failing to meet the requirements of 

any provision described in Code Section 414(u)(1)(C) by reason of any contribution or benefit 

which is based on the differential wage payment. 

Notwithstanding anything in the Plan to the contrary, the definition of Compensation shall be 

subject to the following additional rules: 

(a) Compensation must be paid or treated as paid to the Participant prior to the Participant’s 

severance from employment with the Employer.  Any payment that is not described in 

subparagraph (c) or (d) below is not considered compensation if paid after severance from 

employment with the Employer, even if it is paid within the time period described in 

subparagraph (c) below.  Thus compensation does not include severance pay, or parachute 

payments within the meaning of Code Section 280G(b)(2), if paid after severance from 

employment with the Employer, and does not include post-severance payments under a 

nonqualified, unfunded, deferred compensation plan unless the payments would have been 

paid at that time without regard to the severance from employment. 

(b) Notwithstanding the foregoing, compensation for a Limitation Year includes amounts 

earned during that Limitation Year but not paid during that Limitation Year solely because 

of the timing of pay period and pay dates if: 

(i) These amounts are paid during the first few weeks of the next Limitation Year; 

(ii) The amounts are included on uniform and consistent basis with respect to all 

similarly situated Participants; and 

(iii) No compensation is included in more than one Limitation Year. 

(c) Any compensation described below in this subparagraph (c) does not fail to be 

compensation merely because it is paid after the Participant’s severance from employment 
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with the Employer, provided the compensation is paid by the later of 2½ months after 

severance from employment with the Employer or the end of the Limitation Year that 

includes the date of severance from employment with the Employer: 

(i) The payment is regular compensation for services during the Participant’s regular 

working hours, or compensation for services outside the Participant’s regular 

working hours (such as overtime or shift differential), commissions, bonuses, or 

other similar payments; and 

(ii) The payment would have been paid to the Participant prior to a severance from 

employment if the Participant had continued in employment with the Employer. 

(d) Compensation shall include payments for unused accrued bona fide sick, vacation, or other 

leave, but only if the Participant would have been able to use the leave if employment had 

continued and (1) such amounts are paid by the later of 2½ month after severance from 

employment from the Employer or the end of the Limitation Year that includes the date of 

severance from employment with the Employer; and (2) such amounts would have been 

included in the definition of compensation if they were paid prior to the Participant’s 

severance from employment with the Employer. 

For Plan Years beginning on or after January 1, 2002, the annual Compensation of each Employee 

taken into account under the Plan shall not exceed $200,000, as adjusted for increases in the cost-

of-living in accordance with Code Section 401(a)(17)(B).  The cost-of-living adjustment in effect 

for a calendar year applies to any period, not exceeding twelve months, over which Compensation 

is determined (“Determination Period”) beginning with or within such calendar year.  If a 

Determination Period consists of fewer than twelve months, the annual Compensation limit will be 

multiplied by a fraction, the numerator of which is the number of months in the Determination 

Period, and the denominator of which is twelve. 

 If Compensation for any prior Determination Period is taken into account in determining an 

Employee’s benefits for the current Plan Year, the Compensation for such prior Determination 

Period beginning before January 1, 2002 shall be limited to $200,000. 
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Unless otherwise provided under the Plan, each Section 401(a)(17) Employee’s Accrued Benefit 

under this Plan will be the greater of the Accrued Benefit determined for the Employee under (a) or 

(b) below: 

(a) the Employee’s Accrued Benefit determined with respect to the benefit formula applicable 

for the Plan Year beginning on or after January 1, 1994, as applied to the Employee’s total 

Years of Service taken into account under the Plan for the purposes of benefit accruals, or 

(b) the sum of: 

(i) the Employee’s Accrued Benefit as of the last day of the last Plan Year beginning 

before January 1, 1994, frozen in accordance with section 1.401(a)(4)-13 of the 

regulations, and 

(ii) the Employee’s Accrued Benefit determined under the benefit formula applicable 

for the Plan Year beginning on or after January 1, 1994, as applied to the 

Employee’s Years of Service credited to the Employee for Plan Years beginning on 

or after January 1, 1994, for purposes of benefit accruals. 

A Section 401(a)(17) Employee means an Employee whose current Accrued Benefit as of a date on 

or after the first day of the first Plan Year beginning on or after January 1, 1994, is based on 

compensation for a year beginning on or after January 1, 1994, that exceeded $150,000. 

Contingent Annuitant 

“Contingent Annuitant” means a spouse on the Annuity Starting Date, or another person who is 

designated in writing by the Participant to receive contingent Retirement Benefits under Article V 

hereof. 

Continuous Service 

“Continuous Service” means the number of full years of continuous employment with the 

Employer. 
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Controlled Group 

“Controlled Group” means any of the Employer or any other corporation which is a member of a 

controlled group of corporations, as defined by Section 1563(a) of the Code and determined 

without regard to Section 1563(a)(4) and Section 1563(e)(3)(C) of the Code, of which any 

Employer is a member, or any other corporation which is a member of a group of corporations 

under common control of which any Employer is a member as determined by regulations issued 

under ERISA.  The Controlled Group shall include all trades or businesses under common control 

or part of an affiliated service group with an Employer within the meaning of Code Sections 

414(c), (n) or (o). 

Deferred Retirement Date 

“Deferred Retirement Date” means the date described in Section 3.03 of the Plan. 

Early Retirement Date 

“Early Retirement Date means the date described in Section 3.02 of the Plan. 

Effective Date 

“Effective Date” of this restated Plan means January 1, 2010 except as otherwise indicated.  The 

original effective date of the Plan was January 1, 1966. 

Employee 

“Employee” means any person who is employed by any member of the Controlled Group. 

Employer  

“Employer” means Park Water Company and each member of the Controlled Group that elects to 

participate in this Plan, subject to the approval of the Principal Employer. Each Employer is listed 

in Appendix A to this Plan. 
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Employment Commencement Date or Reemployment Commencement Date 

“Employment Commencement Date” or “Reemployment Commencement Date” means the date on 

which an employee first performs an Hour of Service for an Employer. 

Entry Date 

“Entry Date” means the first day of any calendar month. 

ERISA 

“ERISA” means the Employee Retirement Income Security Act of 1974, as it may be periodically 

amended. 

Future Service Earnings 

“Future Service Earnings” means a Participant’s Compensation averaged over the period from the 

later of his date of participation or January 1, 1973 through December 31, 1993. 

Highly Compensated Employee 

“Highly Compensated Employee” means any Employee who: 

(a) during the current Plan Year for which the determination is made, or preceding Plan year 

was at any time a five percent owner, or 

(b) during the preceding Plan Year received Compensation from the Employer in excess of 

$80,000, adjusted annually by the Secretary of the Treasury. 

Hours of Service 

“Hours of Service” means (a) each hour for which an Employee is paid, or entitled to payment, for 

the performance of duties for a member of the Controlled Group; (b) each hour for which an 

Employee is paid, or entitled to payment by a member of the Controlled Group directly or 

indirectly on account of a period of time during which no duties are performed due to vacation, 

holiday, illness, incapacity, layoff, jury duty, military duty or Authorized Leave of Absence 

provided, however, that (i) no more than 501 Hours of Service shall be credited to an Employee on 
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account of any single continuous period during which the Employee performs no duties, (ii) no 

Hours of Service shall be credited for any payments or due under any plan maintained solely for 

the purpose of complying with applicable workers' compensation, unemployment compensation or 

disability insurance laws, and (iii) no Hours of Service shall be credited for any payment which 

solely reimburses an Employee for medical or medically related expenses incurred by such 

Employee; and (c) each hour for which back pay is either awarded or agreed to by a member of the 

Controlled Group.  The number of Hours of Service to be credited to an Employee for any 

payments made for reasons other than the performance of duties and the appropriate periods to 

which any Hours of Service are to be credited shall be determined under the relevant regulations 

promulgated by the Secretary of Labor and any practices or procedures established by the 

Committee. 

Solely for the purpose of determining whether a Break in Service has occurred, an Employee who 

is absent from work for maternity or paternity reasons shall receive credit for the Hours of Service 

which would otherwise have been credited but for such absence, to a maximum of 501 Hours of 

Service.  For purposes of this paragraph, an absence from work for maternity or paternity reasons 

means an absence due to: 

(a) The pregnancy of the Employee; 

(b) The birth of a child of the Employee; 

(c) The placement of a child with the Employee in connection with the adoption of such child 

by the Employee; or 

(d) The caring for a child for a period beginning immediately after birth or placement. 

The Hours of Service credited under this paragraph shall be credited either in the calendar year in 

which the absence begins if the crediting is necessary to prevent a Break in Service in that calendar 

year or, in all other cases, in the following calendar year. 
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Leased Employee 

“Leased Employee” shall mean any person who is not an employee of a Employer and, pursuant to 

an agreement between the Employer and any other person ("leasing organization"), has performed 

services for the Employer and related persons determined in accordance with Section 414(n)(6) of 

the Code, on a substantially full-time basis for a period of at least one (1) year and such services are 

of a type performed under the primary direction and control of the Employer.  A Leased Employee 

shall be treated as an Employee of the Employer.  However, contributions or benefits provided by 

the leasing organization that are attributable to services performed for the Employer shall be treated 

as provided by the Employer.  The Employer shall not treat the Leased Employee as an Employee 

for purposes of coverage under this Plan if the Leased Employee is covered by a money purchase 

pension plan providing: 

(a) A non-integrated employer contribution rate of at least ten percent (10%) of compensation, 

(b) Immediate participation, and 

(c) Full and immediate vesting. 

Limitation Year 

“Limitation Year” means the Plan Year. 

Normal Retirement Date 

“Normal Retirement Date” means the Participant’s sixty-second (62nd) birthday. 

Participant 

“Participant” means any person included under the terms of the Plan in accordance with the 

provisions of Article II. 
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Participating Employer or Participating Employers 

“Participating Employer” or “Participating Employers” means any other corporation or entity that 

is not a member of the Controlled Group, who adopts this Plan in accordance with the provisions of 

Article XVI of the Plan. 

Past Service Earnings 

“Past Service Earnings” means a Participant’s annual salary or wage paid or accrued as reported by 

the Employer to the Internal Revenue Service for Income tax purposes, averaged over the highest 

five consecutive years prior to January 1, 1973. 

Plan 

“Plan” means the Retirement Plan for Employees of Park Water Company, as described in this 

document and as it may be amended from time to time hereafter. 

Plan Year 

“Plan Year” means the twelve month period beginning each January 1 and ending the following 

December 31.   

Principal Employer 

“Principal Employer” means Park Water Company 

Prior Contract 

“Prior Contract” means Group Annuity Contract GR-4645 which became effective January 1, 

1973. 

Prior Contract Annuity 

“Prior Contract Annuity” means the annuity purchased and in force under the Prior Contract for 

those Employees covered under such contract as of December 31, 1976, as provided in Exhibit A 

to the Plan. 
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Prior Plan 

“Prior Plan” means the Retirement plan for Employees of the Montana Power Company which 

became effective June 1, 1948 and the Limonera Provident Defined Benefit Pension Plan which 

became effective January 1, 1937 and was most recently funded by the Northwestern Mutual Life 

Insurance Company. 

Prior Plan Annuity 

“Prior Plan Annuity” means the annuity purchased and in force under the Prior Plan for those 

employees covered under such plans as of September 14, 1979 for Participants of the Retirement 

Plan for Employees of Montana Power Company and, as of January 23, 1980 for Participants of the 

Limonera Provident Defined Benefit Pension Plan, as provided in Exhibit B of the Plan. 

Qualified Joint and Survivor Annuity 

“Qualified Joint and Survivor Annuity” means an annuity for the life of the Participant with a 

survivor annuity for the life of the individual who is the Participant’s Qualified Spouse on the 

Annuity Starting Date. Such survivor annuity is 50% of the annuity payable during the joint lives 

of the Participant and such spouse. 

Qualified Leave of Absence 

“Qualified Leave of Absence” means any period of approved leave of absence from an Employer, 

including: 

(a) Absence from work because of occupational injury or disease incurred as a result of 

employment with the Employer, for which absence a Participant shall be entitled to 

Workmen’s Compensation payments. 

(b) Absence in the armed forces of the United States, provided the Participant shall apply for 

re-entry into the employ of the Employer within the statutory period during which his right 

to reemployment is guaranteed after he has first become eligible for discharge or separation 

from active duty. 
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Qualified Spouse 

“Qualified Spouse” means the spouse to whom a Participant has been legally married throughout 

the one year period prior to either (i) the date on which Retirement Benefits payments commence 

or (ii) the date of the Participant’s death. 

Retirement Benefits 

“Retirement Benefits” means the pension payments to which a Participant shall become entitled 

under this Plan. 

Retirement Date 

“Retirement Date” means "Normal Retirement Date," "Early Retirement Date" or "Deferred 

Retirement Date," whichever may be applicable, pursuant to Article III hereof. 

Separation From Service or Separates From Service 

“Separation From Service” means termination of employment for any reason, but excluding 

Authorized Leaves of Absence, and the date of such Separation From Service shall be the date 

immediately following the last day of employment with an Employer.  Separation From Service 

may result from normal or delayed retirement, death, disability, voluntary or involuntary 

termination of employment, an unauthorized Leave of Absence, or by failure to return to active 

employment with an Employer by the date on which an Authorized Leave of Absence expires. 

Notwithstanding the above, any Plan provision referring to benefits attributable to “termination of 

employment” or “separation from service” or any similar phrase is amended to add the following: 

“Distribution upon severance from employment shall apply for distributions after December 31, 

2001 regardless of when the severance from employment occurred.” 

Social Security Retirement Age 

“Social Security Retirement Age” means age 65 in the case of a Participant attaining age 62 before 

January 1, 2000, age 66 for a Participant attaining age 62 after December 31, 1999 and before 

January 1, 2017, and age 67 for a Participant attaining age 62 after December 31, 2016. 

WWH000058



- 15 - 

Trust Agreement 

“Trust Agreement” means the trust agreement under the Plan providing for administration of the 

Trust Fund under the Plan. 

Trust Fund 

“Trust Fund” means the sum of the contributions made by the Employer and any Participating 

Employer held by the Trustee in a trust created pursuant to the terms of the Plan and the Trust 

Agreement, increased by any profits or income thereon and decreased by any losses or reasonable 

expenses incurred in the administration of such trust and any payments made there from under the 

Plan. 

Trustee 

“Trustee” means the bank, trust company, persons and/or insurance company appointed by the 

Employer to administer the Trust Fund created for the purpose of the Plan or any such other 

Trustee as the Employer may designate from time to time. 

Years of Credited Service 

“Years of Credited Service” means the sum of (a) and (b) below: 

(a) Credited Past Service: A Participant will receive credit for each full year of Continuous 

Service completed from his Employment Commencement date to the anniversary of his 

Employment Commencement Date next preceding January 1, 1973. 

(b) Credited Future Service: A Participant shall receive credit for each full year of Continuous 

Service completed from the later of his Employment Commencement Date or the 

anniversary of his Employment Commencement Date next preceding January 1, 1973 to the 

earlier of the anniversary of his Employment Commencement Date next preceding 

December 31, 1975 or his Separation From Service. As of the anniversary of his 

Employment Commencement Date next preceding January 1, 1976, Credited Future 
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Service shall be determined in the same manner as a Year of Service for vesting. However, 

a Participant shall not accrue Credited Service prior to his Employment Commencement 

Date. 

(c) In the case of a Participant who was an employee of Apple Valley Ranchos Water Co., 

Credited Service will not be credited for periods prior to the anniversary date of his 

Employment Commencement Date next preceding June 1, 1987.   

(d) Notwithstanding anything in this Plan to the contrary, no Credited Future Service will be 

received by Mr. Henry J. Wheeler or Charyre Maxyne Wheeler after January 1, 1997. 

(e) A reemployed veteran’s period of military service will be included in his or her Years of 

Credited Service to the extent required by the Uniformed Services Employment and 

Reemployment Rights Act of 1994. 

Years of Eligibility Service 

“Years of Eligibility Service” means a twelve (12) consecutive month period commencing on his 

Employment Commencement Date or Reemployment Commencement Date during which the 

Employee completes 1,000 Hours of Service. If a Participant fails to complete a Year of Eligibility 

Service during this initial twelve-month period, subsequent twelve-month periods shall be 

measured by Plan Years, beginning with the Plan year that commences immediately following his 

Employment Commencement Date. 

Years of Service 

“Years of Service” for vesting shall mean: 

(a) A twelve-month period beginning on the Employee’s Employment Commencement Date or 

an anniversary thereof during which the Employee completes at least 1,000 Hours of 

Service for the Employer, regardless of employment classification. 
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(b) Years of Service completed prior to a Break in Service shall not be included until such 

Participant completes a Year of Service following such Break in Service. 

(c) Years of Service completed prior to a period of five (5) consecutive one year Breaks in 

Service shall not be included for purposes of determining a Participant’s non-forfeitable 

Accrued Benefit for service after his Reemployment Commencement Date if the number of 

consecutive one year Breaks in Service equals or exceeds the greater of five (5) or the 

aggregate number of Years of Service completed prior to such Break in Service.  

(d) In determining the Years of Service completed by an Apple Valley Ranchos Water Co. 

Participant, any period of service completed from his Employment Commencement Date to 

the anniversary of such Employment Commence Date next preceding June 1, 1987 shall be 

excluded. 

(e) A reemployed veteran’s period of military service will be included in his or her Years of 

Service to the extent required by the Uniformed Services Employment and Reemployment 

Rights Act of 1994 and Section 414(u) of the Code. 

WWH000061



- 18 - 

ARTICLE II 

ELIGIBILITY AND PARTICIPATION 

2.01 Eligible Employees 

Any person who is an Employee of any of the Employer or a Participating Employer shall 

be eligible to participate in the Plan, except Leased Employees. 

2.02 Participation 

Each Employee who was a Participant in the Plan as of December 31, 2009 shall continue 

as a Participant on and after January 1, 2010. 

Any person who was not a Participant on or after December 31, 2009 shall become a 

Participant on the Entry Date coincident with or next following the latest of: 

(a) The Participant’s attainment of age 21,  

(b) The Participant’s completion of one (1) Year of Eligibility Service; 

(c) The date the Participating Employer was acquired as stated in Appendix A. 

2.03 Cessation of Participation 

Each Employee who becomes a Participant in accordance with Section 2.02 shall continue 

to be a Participant of the Plan until the earliest of: 

(a) The date of such Participant's retirement; 

(b) The date of such Participant's death; 

(c) The date such Participant Separates From Service; and 

(d) The date the Plan terminates and all assets are distributed. 
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2.04 Reemployment 

(a) A Participant who has a Separation From Service and is subsequently rehired will 

again become a Participant on his Reemployment Commencement Date. 

(b) An Employee who has a Separation From Service before he becomes a Participant in 

accordance with Section 2.02 of the Plan, incurs a Break in Service and is 

subsequently rehired, will be treated as a new Employee for purposes of determining 

when he or she is eligible to participate in the Plan. 

WWH000063



- 20 - 

ARTICLE III 

RETIREMENT DATES 

3.01 Normal Retirement Date 

A Participant shall be eligible to retire on his Normal Retirement Date. A Participant shall 

be entitled to one hundred percent (100%) of his Accrued Benefit under the Plan on or after 

attaining his or her Normal Retirement Date.  Retirement Benefits shall commence on the 

first day of the month coincident with or next following the Participant’s Normal 

Retirement Date. 

3.02 Early Retirement Date 

A Participant who has attained age 52 and completed five (5) or more Years of Service may 

elect to retire and begin receiving reduced Retirement Benefits based upon his Accrued 

Benefit as of an Early Retirement Date.  A Participant's Early Retirement Date shall be the 

first day of any month prior to his or her Normal Retirement Date on which the Participant 

elects to have his Retirement Benefit commence.  The amount of the Early Retirement 

Benefit will be determined under Section 4.02. 

3.03 Deferred Retirement Date 

A Participant may remain in the active employment of an Employer beyond his or her 

Normal Retirement Date, in which case the Participant's Deferred Retirement Date shall be 

the first day of the month coinciding with or next following the date of actual retirement. 

Such Participant's Deferred Retirement Benefit, as determined under Section 4.03, shall 

commence on his or her Deferred Retirement Date. 

Notwithstanding anything in this Plan to the contrary, the Normal or Early Retirement Date 

of any Participant who Separates From Service with a vested Accrued Benefit shall be 

determined in accordance with the provisions of the Plan as in effect on the date of such 

Participant’s Separation From Service.  
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ARTICLE IV 

AMOUNT OF RETIREMENT BENEFITS 

4.01 Normal Retirement Benefit 

The amount of monthly Retirement Benefit payable to a Participant retiring on his or her 

Normal Retirement Date under the normal form shall be equal to the sum of (a) plus (b) 

minus (c), as follows: 

(a) One-twelfth the sum of: 

(i) one percent (1%) of the first $7,800 of the Participant’s Past Service 

Earnings, plus one and four- tenths percent (1.4%) of such Past Service 

Earnings in excess of $7,800 multiplied by the number of Years of Credited 

Past Service, plus 

(ii) one and sixty-five hundredths percent (1.65%) of the first $7,800 of the 

Participant’s Future Service Earnings, plus two percent (2%) of such Future 

Service Earnings in excess of $7,800 multiplied by the number of Years of 

Credited Future Service through December 31, 1993. 

(b) For each Year of Credited Future Service after December 31, 1993, a Participant 

will receive a benefit accrual equal to one-twelfth of the following:  one and sixty-

five hundredths percent (1.65%) of the first $7,800 of the Participant’s 

Compensation for a Plan Year plus two percent (2%) of such Compensation in 

excess of $7,800. 

A Participant’s Compensation for purposes of this calculation shall include only that 

Compensation paid to the Employee after becoming a Participant in the Plan.  In 

determining a Participant’s Compensation, Plan Years may include a partial year for 

the year in which participation commences or the year of termination.  The number 

of Plan Years for which Compensation will be included shall equal the number of 

Years of Credited Future Service that the Participant earns after December 31, 

1993. 
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In the event that the number of Plan Years for which Compensation will be included 

is less than the number of Years of Credited Future Service after December 31, 

1993, the Plan Year Compensation to be used for the additional Year of Credited 

Future Service shall be the average of the Participant’s Compensation over the 

period from the later of December 31, 1993 or the Participant’s Entry Date to the 

date of termination. 

In the event that the number of Plan Years for which Compensation will be included 

is more than the number of Years of Credited Future Service after December 31, 

1993, only those Plan Years of the highest Compensation will be used for such 

Year(s) of Credited Future Service. 

(c) The amount, if any, of the Retirement Benefits payable in accordance with the 

provision of the Prior Contract Annuity as provided in Exhibit A or Prior Plan 

Annuity as provided in Exhibit B. 

In no event, however, shall the monthly Accrued Benefit be any less than the amount of the 

Prior Contract Annuity, if any, or Prior Plan Annuity, if any, in force for any such 

Employee as provided in Exhibit A or Exhibit B. 

4.02 Early Retirement Benefit 

A Participant who elects to receive Retirement Benefits commencing on his Early 

Retirement Date shall receive Retirement Benefits commencing on his Early Retirement 

Date equal to his Normal Retirement Benefit under Section 4.01 hereof for Years of 

Credited Service to his Early Retirement Date, multiplied by the appropriate percentage 

from the following table to reflect the fact that the payments will commence earlier and will 

be paid for a longer period: 
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Years by which the Early  

Retirement Date Precedes  

Normal Retirement Date Percentage 

0 100.0% 

1 93.3%

2 86.6%

3 79.9%

4 73.2%

5 66.5%

6 63.2%

7 59.9%

8 56.6%

9 53.3%

10 50.0%

If the years preceding Normal Retirement Date is not a whole number of years, the 

percentage will be determined by interpolation of the numbers in the above table to the 

nearest month. 

4.03 Deferred Retirement Benefit 

A Participant who continues to work past his Normal Retirement Date (age 62) will be 

entitled to choose either immediate or deferred commencement of his benefit payments.  An 

election to receive or commence receiving immediate benefit payments shall be permitted 

to be made only once on or after the Normal Retirement Date but prior to Separation from 

Service.  Once benefit payments begin, the Participant will be entitled to receive a benefit 

equal to the larger of (a) and (b), less (c), where: 

(a) equals his Accrued Benefit under Section 4.01 hereof for Years of Credited Service 

as of his Normal Retirement Date, but increased to their Actuarial Equivalent 

amount to reflect the fact that the payments will commence later and will be paid 

for a shorter period of time than if his Retirement Benefits commenced on his 

Normal Retirement Date, 
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(b) equals his Accrued Benefit calculated using the formula under Section 4.01 but 

based on Years of Credited Service and Compensation through his Deferred 

Retirement Date without any Actuarial Equivalent increase, and 

(c) equals the Actuarial Equivalent of any previous retirement benefits paid to the 

Participant under the Plan. 

Notwithstanding the above, a Participant’s benefit will be increased by any Accrued Benefit 

earned during years after the commencement of the immediate benefit.  Such increases in 

the Accrued Benefit shall be payable upon the Participant’s subsequent Separation from 

Service and in the same form of benefit already in effect for the Participant, if that benefit 

form is available. 

4.04 Payment of Benefits 

Unless the Participant elects otherwise, benefits payable under the Plan shall in no case 

commence later than the sixtieth day following the close of the Plan Year in which the 

Participant attains age 62 or terminates employment, whichever is later. 

4.05 Required Distributions. 

 (a) General Rule. 

Subject to Section 5.01, the requirements of this Section shall apply to any 

distribution of a Participant’s vested Accrued Benefit and will take precedence over 

any inconsistent provisions of the Plan.  All distributions required under this Section 

shall be determined and made in accordance with Code Section 401(a)(9) and 

Treasury Regulations Sections 1.401(a)(9)-2 through 1.401(a)(9)-9 thereunder, 

including the minimum distribution incidental benefit requirement of Code Section 

401(a)(9)(G). 

(b) Required Beginning Date. 

Distribution of a Participant’s Accrued Benefit will commence no later than the 

Participant’s Required Beginning Date.  Prior to January 1, 1997, “Required 

WWH000068



- 25 - 

Beginning Date” shall mean April 1 of the calendar year following the calendar 

year in which the Participant attains age 70½, except that “Required Beginning 

Date” shall mean: 

(i) With respect to a Participant who is not a five-percent owner and who 

attains age 70½ before January 1, 1988, Required Beginning Date shall 

mean April 1 of the calendar year following the later of: 

(A) the calendar year in which the Participant attains age 70½; or 

(B) the calendar year in which the Participant retires; and 

(ii) With respect to a Participant who is a five-percent owner and who attains 

age 70½ before January 1, 1988, Required Beginning Date shall mean April 

1 of the calendar year following the later of: 

(A) the calendar year in which the Participant attains age 70½; or 

(B) the earlier of the calendar year in which the Participant becomes a 

five-percent owner or the calendar year in which the Participant 

retires. 

On and after January 1, 1997, “Required Beginning Date” shall mean: 

(i) With respect to a Participant who is a five percent owner, the April 1 of the 

calendar year following the calendar year in which the Participant attains 

age 70 ½; or 

(ii) With respect to a Participant who is not a five percent owner, for such 

Participants attaining age 70 ½ on or after January 1, 1997, the April 1 of 

the calendar year following the calendar year in which the Participant attains 

age 70 ½, or if later, the calendar year in which the Participant Separates 

From Service. However, any Participant who attains age 70 ½ may elect to 

commence benefit distributions under any payment form described in 

Article V, regardless of whether or not they have terminated their 

employment with the Employer. 
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(c) Amount of Distribution. 

If the Participant’s Accrued Benefit is to be paid in the form of an annuity, 

payments under the annuity shall satisfy the following requirements: 

(i) the annuity distributions must be paid in periodic payments made at 

intervals not longer than one year; 

(ii) distributions may be made only over one of the following periods or a 

combination thereof:  the life of the Participant; the life of the Participant 

and a designated Beneficiary; a period certain not extending beyond the life 

expectancy of the Participant; or a period certain not extending beyond the 

joint and last survivor expectancy of the Participant and Beneficiary. 

(iii) life expectancy (or joint life and last survivor expectancy) for purposes of 

determining the period certain shall be determined in accordance with 

regulations set forth by the Secretary of the Treasury or his delegate. Life 

expectancy of a surviving spouse may be recalculated annually; however, in 

the case of any other designated Beneficiary, life expectancy may not be 

recalculated after the time payments commence. 

(iv) if payments are made over a period certain, the period may not be 

lengthened; 

(v) payments must be non-increasing, except for increases that are based on a 

specified and generally recognized cost of living index; limited to the 

reduction to the amount of the Participant’s payments to provide for a 

survivor annuity following the death of the Beneficiary; to provide cash 

refunds of Employee contributions following the death of the Participant; or 

because of an increase in Plan benefits. 

(vi) if the annuity is a life annuity or a life annuity with a period certain not 

exceeding twenty years, the amount which must be distributed on or before 

the Participant’s Required Beginning Date or in the case of distributions 

after the death of the Participant, the date distributions are required to begin 

pursuant to subsection (e) below, shall be the payment which is required for 

one payment interval.  The second payment need not be made until the end 
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of the next payment interval even if that payment interval ends in the next 

calendar year.  A payment interval is the period for which payment is 

received.  If the annuity is a period certain annuity without a life 

contingency or is a life annuity with a period certain exceeding twenty 

years, periodic payments for each distribution calendar year shall be 

combined and treated as an annual amount. 

(d) Additional Benefit Accruals. 

If the form of distribution is an annuity, any additional benefits accruing to the 

Participant after his or her Required Beginning Date shall be distributed as a 

separate identifiable component of the annuity beginning with the first payment 

interval ending in the calendar year immediately following the calendar year in 

which such amount accrues. 

(e) Distributions Following Death. 

If the Participant dies after distribution of his Accrued Benefit has begun, the 

remaining portion of such vested Accrued Benefit will continue to be distributed at 

least as rapidly as under the method of distribution being used prior to the 

Participant’s death.  If the Participant dies before distribution of his Accrued Benefit 

begins, distribution of the Participant’s entire vested Accrued Benefit shall be made 

over the life or over a period certain not greater than the life expectancy of the 

designated Beneficiary, commencing on or before December 31 of the calendar year 

in which the Participant died; provided, however, that if the designated Beneficiary 

is the Participant’s surviving Qualified Spouse the date distributions are required to 

begin shall not be earlier than the later of: 

(i) December 31 of the calendar year immediately following the calendar year 

in which the Participant died; and 

(ii) December 31 of the calendar year in which the Participant would have 

attained age 70½. 
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If the Qualified Spouse dies before payments commence, subsequent distributions 

shall be made as if the spouse had been the Participant. 

(f) Special Election Made Prior to 1984. 

If the Participant elected a method of distribution under a written designation that 

was made before January 1, 1984 and such method of distribution met the 

requirements of Section 401(a)(9) of the Code as in effect prior to January 1, 1984, 

then any distribution can be made without regard to this section 4.05. If that 

designation is revoked, any subsequent distribution must satisfy the requirements of 

Section 5.04. 

4.06 Payment of Benefits to Rehired Retiree 

A Participant who Separated From Service, began receiving benefit payments and is 

subsequently rehired will be entitled to the following benefits: 

(a) When the Participant is rehired, his benefit payments due to his or her previous 

employment with the Employer will continue uninterrupted. 

(b) When the Participant again Separates From Service, he will be entitled to any 

additional Accrued Benefit earned since such Reemployment Commencement Date 

based only on his Years of Credited Service and Compensation since such rehire 

date.  Notwithstanding the preceding sentence, the Participant's Years of Credited 

Service for purposes of determining his vested interest in benefits pursuant to 

Article VII will include such Years of Credited Service prior to his Reemployment 

Commencement Date. 

Any adjustments to the Participant’s Retirement Benefit payments shall be in the same form 

of annuity already in effect for the Participant. The amount of any additional Accrued 

Benefit provided under this Section shall be limited to the difference, if any, between the 

amount of Accrued Benefit to which the Participant would have been entitled if his original 
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period of service was not interrupted by the date Retirement Benefits commenced and the 

amount of Accrued Benefit on which his current Retirement Benefit is based. Such 

adjustments shall occur annually and shall be in compliance with Section 411(b)(1)(H) of 

the Internal Revenue Code, if applicable; and shall be payable upon the Participant’s 

subsequent Separation from Service in the same form of benefit already in effect for the 

Participant, if that benefit form is available. 
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ARTICLE V 

FORMS OF RETIREMENT BENEFITS 

5.01 Normal Form of Retirement Benefit 

 (a) Unmarried Participant. 

The normal form of Retirement Benefit payable to a Participant who is not married 

on his or her Annuity Starting Date shall be an immediate monthly payment to such 

Participant for life with 120 monthly payments guaranteed.  Such payment shall 

continue to the first day of the month in which the Participant's death occurs; 

however, if the Participant dies before receiving a minimum of 120 monthly 

payments, the balance of the 120 monthly payments will continue to be paid to his 

designated Beneficiary 

 (b) Married Participant. 

The normal form of Retirement Benefit payable to a Participant who is married on 

his Annuity Starting Date shall be an immediate monthly benefit for life with such 

Participant with payments continuing to the first day of the month in which the 

Participant's death occurs.  Thereafter, fifty percent (50%) of the amount of such 

monthly payment shall continued to be paid monthly for life to the spouse to whom 

the Participant was married at the time benefit payments under the Plan 

commenced.  The amount of the Retirement Benefit under this section shall be the 

Actuarial Equivalent of the amount payable under Section 5.01(a). 

At any time during the one hundred eighty (180) day period ending on the Annuity 

Starting Date, in lieu of the benefit described in the preceding paragraph, a married 

Participant may elect, with the consent of his or her spouse in accordance with 

Section 5.05, to receive the benefit described in Section 5.01(a), or a different 

optional form of payment in accordance with Section 5.02.  This election may be 

revoked at any time and any number of times before monthly payments to the 

Participant begins. 

WWH000074



- 31 - 

5.02 Optional Forms of Retirement Benefits 

At any time during the one hundred eighty (180) day period ending on the Annuity Starting 

Date, in lieu of receiving benefits under the normal form of Retirement Benefit, any 

Participant or former Participant may elect to receive a Retirement Benefit paid under one 

of the optional forms of Retirement Benefit described in this Section.  If a married 

Participant wishes to receive benefits in an optional form, spousal consent is required in 

accordance with Section 5.05.  The amount of the monthly payment a Participant shall be 

entitled to receive under any optional form of Retirement Benefit shall be Actuarially 

Equivalent to the benefit the Participant is entitled to under Section 5.01(a) of this Article. 

(a) Contingent Annuitant Options (50%, 75% or 100% Joint and Survivor Annuity). 

Under this optional form of payment, a Participant shall receive an Actuarially 

Equivalent Retirement benefit that will provide monthly benefits to the Participant 

for Life. Such payments shall continue until the first day of the month in which the 

Participant’s death occurs, at which time 50%, 75%, 100%, or any other 

continuation percentage between 50% and 100% of the amount of such monthly 

benefit shall continue for life to the Qualified Spouse. This Option may be revoked 

at any time prior to the Participant’s Annuity starting Date and will be deemed 

automatically revoked by the death of either the Participant or Qualified Spouse 

prior to the Participant’s Annuity Starting Date. 

(b) Life Annuity Option. 

A fixed monthly benefit payable to the Participant for as long as he lives. Monthly 

benefits will cease with the payment due the month the Participant’s death occurs. 

(c) Life Annuity With Guaranteed Number of Monthly Payments. 

Under this optional form of payment, the Participant will receive an Actuarially 

Equivalent Retirement Benefit that will provide monthly payments to the 

Participant for life. If the Participant dies before he receives the specified number of 
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payments (either 60 or 180), the balance of such guaranteed monthly payments will 

be paid to his Beneficiary. This option may be revoked by the Participant at any 

time prior to the Participant’s Annuity Starting Date and shall be deemed 

automatically revoked by the Participant’s death before the Annuity Starting Date. 

If the Beneficiary should die prior to receiving the specified number of guaranteed 

monthly benefits which would otherwise become payable, or if the Employer has 

named a Beneficiary under Section 1.05 of this Plan, the remaining monthly 

payments shall be commuted to a lump sum and paid to the named Beneficiary. 

(d) Lump Sum Payment. 

Under this optional form of payment, the Participant will receive a single sum 

payment equal to the Actuarially Equivalent of his Retirement Benefit. Such single 

sum shall be in lieu of any further benefits under the Plan. 

Any option may be revoked by the Participant at any time prior to the Participant's actual 

retirement date, provided that monthly payments to the Participant have not yet 

commenced. 

5.03 Notice Regarding Normal Form of Benefit and Death Benefit 

No less than thirty (30) days and no more than one hundred eighty (180) days before a 

Participant's Annuity Starting Date, the Participant shall be furnished a written notice and a 

retirement application form.  Such notice shall describe in plain language (i) the terms and 

conditions of the normal and optional forms of benefit described under Section 5.01 and 

5.02; (ii) the Participant's right to make and the effect of an election to waive the normal 

form of benefit; (iii) the rights of the Participant’s spouse; (iv) the right to make, and the 

effect of, a revocation of a previous election to waive the normal form; (v) the relative 

values of the various optional forms of benefit under the Plan; and (vi) the Participant’s 

right to defer receipt of distribution, including a description of how much larger benefits 

will be if the commencement of distributions is deferred.  Such form shall allow the 

Participant to indicate his anticipated Retirement Date, the election of the normal form or 
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an optional form of the benefit, and his Beneficiary.  Such explanation shall satisfy the 

notice requirements of Code Section 417(a)(3) and final Treasury Regulations 

Section 1.417(a)(3)-1.  

5.04 Distribution Requirements 

Except as otherwise provided under Sections 5.01(b) and Article VIII, the requirements of 

this Section 5.04 shall apply to any distribution of a Participant's Accrued Benefit. 

(a) Distributions not made in a lump sum, may be made only over one (1) of the 

following periods (or a combination thereof): 

(i) the life of the Participant, 

(ii) the life of the Participant and a designated Beneficiary, 

(iii) a period certain not extending beyond the life expectancy of the Participant, 

or 

(iv) a period certain not extending beyond the joint and last survivor expectancy 

of the Participant and a designated Beneficiary. 

(b) In the event the Participant dies after distribution of the benefit has commenced, any 

remaining benefits payable to a contingent annuitant or Beneficiary, if any, will be 

determined based on the form of benefit elected by the Participant pursuant to this 

Article V. 

(c) In the event the Participant dies before distribution of the benefit has commenced, 

the provisions of Article VIII relating to a Participant's death benefits will apply. 

5.05 Spousal Consent 

An election at the time of benefit commencement to waive the normal form of benefit for a 

married Participant under Section 5.01(b) requires the consent of the Participant's spouse. 

The spouse's consent must be in writing and be witnessed by a Plan representative or notary 

public.  The spousal consent form must specify the effect of any waiver of the qualified 
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joint and survivor annuity on any survivor benefits, the form of any benefits paid under the 

Plan (including any remaining benefits that a designated Beneficiary may receive), and any 

specific non-spousal Beneficiary.  Written spousal consent is also required for any 

subsequent change of Beneficiary or subsequent change of a form of any benefits payable 

to a Beneficiary (including benefits payable to such spouse), unless the spouse waives such 

right.  If the spouse waives the right to consent to a different Beneficiary or form of benefit, 

the spouse must acknowledge that the spouse has the right to limit consent to a specific 

form of benefit or Beneficiary.  In the event the Participant establishes to the satisfaction of 

a Plan representative that such written consent may not be obtained because there is no 

spouse or the spouse cannot be located, the waiver shall be held valid.  A revocation by the 

Participant of a prior waiver may be made at any time and any number of times without the 

consent of the spouse. The consent requirements of this Section 5.06 apply to a former 

spouse of the Participant to the extent required under a qualified domestic relations order. 

5.06 Cancellation of Election 

An election of an optional form will be automatically canceled if the Participant's 

designated contingent annuitant dies before the date the Participant's annuity payments 

start. 

5.07 Inability to Receive Benefits 

If any person entitled to a benefit payment under this Plan is incapacitated and deemed 

incapable of personally receiving and giving a valid receipt for such payment, The 

Employer may provide for some or all of such payment to be made to any person or 

institution then contributing toward or providing for the care and maintenance of such 

person. However, if a claim for such payment is made by a duly authorized guardian or 

other legal representative of the incapacitated person, the Employer must make such 

payments to the duly authorized guardian or other legal representative. 

WWH000078



- 35 - 

Payment under the provisions of the preceding paragraph is deemed payment for the 

account of the incapacitated person and a complete discharge of any liability of the Plan 

therefore. 

5.08 Release for Payment 

The Committee may require a Participant, a Beneficiary, or anyone receiving payments on 

behalf of such person to sign a receipt of acquittance as a condition of final payment of his 

Plan benefit, in full satisfaction of all claims against the Plan, the former and present 

members of the Committee, and the Employer. 

5.09 Direct Rollover to an Eligible Retirement Plan 

Notwithstanding any provision of the Plan to the contrary that would otherwise limit a 

Participant's election under this Section 5.09, effective January 1, 1993, a Participant may 

elect at the time and in the manner prescribed by the Committee, to have any portion of an 

Eligible Rollover Distribution paid directly to an Eligible Retirement Plan specified by the 

Participant in a Direct Rollover. Solely for purposes of this Section 5.09 the following 

definitions shall apply: 

(a) "Participant" shall mean a current or former Employee, the current or former 

Employee's surviving spouse, or a current or former Employee's spouse or former 

spouse who is an alternate payee under a qualified domestic relations order as 

defined in Section 414(p) of the Code. 

(b) "Eligible Rollover Distribution" shall mean a lump sum or a series of substantially 

equal periodic or installment payments made at least annually for a selected period 

of less than ten years, excluding any mandatory distribution under Section 401(a)(9) 

of the Code and the portion of any distribution which represents any after-tax 

Employee contributions which are not includible in the Employee's gross income. 
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(c) "Eligible Retirement Plan" shall mean an individual retirement account or annuity 

described in Sections 408(a) and (b) of the Code, an annuity plan described in 

Section 403(a) of the Code or a qualified trust described in Section 401(a) of the 

Code.  Effective December 31, 2001, an Eligible Retirement Plan shall also mean 

an annuity contract described in Section 403(b) of the Code and an eligible plan 

under Section 457(b) of the Code which is maintained by a state, political 

subdivision of a state, or any agency or instrumentality of a state or political 

subdivision of a state and which agrees to separately account for amounts 

transferred into such plan from this Plan.  The definition of Eligible Retirement Plan 

shall also apply in the case of a distribution to a surviving spouse, or to a spouse or 

former spouse who is the alternate payee under a qualified domestic relation order, 

as defined in Section 414(p) of the Code.  

(d) "Direct Rollover" means a payment by the Plan made to the Eligible Retirement 

Plan specified by the Participant. 

5.10 Direct Rollover to a Roth IRA 

Effective with respect to distributions made on or after January 1, 2008, a Participant (as 

defined in Section 5.09) may, in accordance with Code Section 408A(e), elect to make a 

rollover contribution of any Eligible Rollover Distribution (as defined in Section 5.09) that 

may be payable under the Plan to such Participant to an individual retirement account that 

is a Roth IRA as defined in Code Section 408(A)(b). 

5.11 Direct Rollover by Non-Spouse Beneficiary 

Effective with respect to distributions made on or after January 1, 2010, a non-spouse 

Beneficiary will be permitted to make a direct rollover contribution of any Eligible 

Rollover Distribution (as defined in Section 5.09) that may be payable under the Plan to an 

individual retirement account described in Code Section 408(a) or an individual retirement 

annuity described in Code Section 408(b) that will be treated as an inherited individual 

retirement plan in accordance with Code Section 402(c)(11). 
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ARTICLE VI 

CONTRIBUTIONS 

6.01 Employer Contributions 

The Employer and each Participating Employer shall contribute to the Plan an amount that 

is sufficient on an actuarial basis to provide for the Retirement Benefits and other benefits 

provided under the Plan.  Such contribution amount will be determined by an individual 

independent of the Employer and Participating Employer who has been enrolled by the 

Joint Board for the Enrollment of Actuaries established under ERISA, or a firm, similarly 

independent, at least one of whose members is so enrolled. Employer contributions are 

conditioned on their deductibility under Section 404 of the Code. 

6.02 Limitation on Reversion of Contributions 

Contributions made under the Plan shall be held for the exclusive benefit of Participants 

and their Beneficiaries and defraying reasonable expenses of administering the Plan and 

may not revert to the Employer, except as provided in Section 13.03 or as follows: 

(a) In the case of a contribution that is made by the Employer by a mistake of fact, such 

contribution shall be returned to the Employer within one (1) year after it is 

contributed to the Plan. 

(b) In the case of a contribution conditioned on the Plan's initial qualification under 

Section 401(a) of the Code, if the Plan does not qualify, such contribution will be 

returned to the Employer within one (1) year after the date the Plan's qualification is 

denied, provided an application for tax determination for the Plan is filed within the 

tax filing deadline, plus extensions, for the initial Plan Year. 

(c) All contributions are conditioned upon their deductibility under Section 404 of the 

Code or any successor provision thereto.  To the extent a deduction is disallowed, the 
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amount disallowed will be returned to the Employer within one (1) year after the 

disallowance. 

6.03 Participant Contributions 

A Participant is not required nor permitted to make contributions under this Plan. 
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ARTICLE VII 

PRERETIREMENT TERMINATION 

7.01 Vesting 

A Participant who terminates employment with an Employer prior to his Early Retirement 

Date, Normal Retirement Date, or date of death shall be entitled to receive a percentage of 

his or her Accrued Benefit in accordance with the following schedule: 

Vested
Years of Service Percentage 

Less than 5 years      0% 

5 years or more    100% 

A Participant who becomes eligible for Early, Normal or Deferred Retirement Benefits 

shall have a non-forfeitable right to receive his Retirement Benefits in accordance with the 

provisions of Article V hereof.  In the event of retirement by a Participant on or after his 

Normal Retirement Date, he, his Contingent Annuitant or his Beneficiary, as the case may 

be, shall have a non-forfeitable right to receive one hundred percent (100%) of his 

applicable Accrued Benefit in accordance with the provisions of this Plan irrespective of his 

Years of Service. 

Upon written application to the Employer, a former Employee’s vested Accrued Benefit 

shall commence on his Normal Retirement Date. However, the vested former Employee 

may elect to receive his benefit in a reduced amount commencing on his Early Retirement 

Date in accordance with Section 4.02.  
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7.02 Rehired Participant 

If a former Participant who Separated From Service with no vested interest in his Accrued 

Benefit returns to employment, any Accrued Benefit which was previously forfeited will be 

reinstated and the Participant’s Years of Service before such Separation From Service shall 

be taken into account in determining the Participant’s vested interest in his Accrued Benefit 

following his reemployment, unless the Participant returns to employment after a Break in 

Service equal to the greater of five (5) one year Breaks in Service or his Years of Service 

before such Break in Service. 

Any Accrued Benefit for which the Participant has received a lump sum payment pursuant 

to Section 9.01 will not be reinstated unless repaid with interest, and the total amount of the 

Participant's vested interest in his Accrued Benefit will be reduced by the Actuarial 

Equivalent of the lump sum payment. 

If a Participant has received a distribution of his entire Accrued Benefit and subsequently 

resumes employment covered under the Plan, his non-forfeitable interest in retirement 

income based on his Years of Credited Service completed prior to such distribution shall 

not be increased based on any Years of Credited Service completed following his 

reemployment unless such Participant repays to the Plan the full amount of such 

distribution with interest, compounded annually at the rate of five percent (5%) per annum 

(or such other rate of interest as might be required by the Secretary of the Treasury pursuant 

to Section 204(c)(2)(D) and 1012(a) of ERISA) from the date of receipt of the distribution 

to the date of repayment of such sum.  Such repayment must be made prior to the end of a 

period of five (5) one-year Breaks in Service or the fifth anniversary of his Reemployment 

Commencement Date. 

7.03 Forfeitures 

If a Participant does not have a vested interest in his Accrued Benefit on the date he 

Separates From Service, it will be forfeited.  A forfeited benefit will be used to reduce the 

Employer' contributions in current or subsequent years. 
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If the present value of a Participant's vested Accrued Benefit is zero, the Participant shall be 

deemed to have received a distribution of such vested Accrued Benefit on the date he 

Separates From Service. 
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ARTICLE VIII 

DEATH BENEFITS 

8.01 Entitlement to Pre-Retirement Death Benefit 

(a) Upon the death of an unmarried Participant or a married Participant who does not 

have a Qualified Spouse at the date of his death, a death benefit shall be payable in 

accordance with the following: 

(i) A lump sum death benefit shall be paid to the Participant’s designated 

Beneficiary. 

(ii) The amount of such lump sum death benefit shall be the Actuarial 

Equivalent of that portion of the Participant’s Accrued Benefit determined 

as of the date of his death. 

(b) If a Participant is married and has a Qualified Spouse, there shall be payable a death 

benefit in accordance with the following: 

(i) If the Participant dies prior to the date he first becomes eligible for early 

retirement, then the Qualified Spouse may elect to receive either: 

(A) A lump sum death benefit that is the Actuarial Equivalent of the 

Participant’s Accrued Benefit determined as of the date of the 

Participant’s death, or 

(B) A monthly life annuity in accordance with the following: 

(1) The payment of such monthly life annuity shall commence 

on the first day of the month following the Participant’s 

death and cease the month in which the Qualified Spouse’s 

death occurs. 

(2) The amount of such monthly annuity shall be the Actuarial 

Equivalent of the lump sum death benefit described in 

8.01(b)(i)(A) above.  
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(ii) If the Participant dies on or after the date he first becomes eligible for early 

retirement and prior to his Annuity Starting Date, a death benefit shall be 

payable in accordance with the following: 

(A) The Participant may elect prior to his death to have his Qualified 

Spouse receive a Retirement Benefit in the form of a monthly life 

annuity determined in accordance with Section 8.01(b)(i)(B)(1) 

above. 

(B) If the Participant chooses not to make such election in accordance 

with (A) above, then the surviving spouse may elect to receive the 

death benefit in the form of a lump sum which shall be the Actuarial 

Equivalent of the Participant’s Accrued Benefit determined as of the 

date of benefit payment, or in a form of a monthly life annuity 

determined in accordance with Section 8.01(b)(ii)(A). 

(C) In no event will the death benefit determined in accordance with this 

Article VIII be less than the Actuarial Equivalent of the benefit that 

the Qualified Spouse would receive if the Participant retired on the 

day before his death and elected the Joint and Survivor annuity 

described in Section 5.01(b). 

(c) Notwithstanding any provision of the Plan to the contrary, if a Participant dies on or 

after January 1, 2007 while performing qualified military service (as defined in 

Code Section 414(u)(5)), he will be treated as having returned to employment on 

the day immediately preceding the date of his death and having died while 

employed, for purposes of determining the eligibility of the Participant’s 

Beneficiary for the Death Benefit under this Article VIII. 

8.02 Postretirement Death Benefits 

Upon the death of a former Participant on or after his Annuity Starting Date, the death 

benefits payable under the Plan as a result thereof will be determined by the form of 
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Retirement Benefit, as described in Article V, which is in force for, or had been elected by, 

the Participant prior to his death. 

8.03 Annuity Contract 

Where benefits are payable as an annuity, the Plan may purchase an annuity contract to 

satisfy the Plan’s obligation to provide such annuity payments. 

8.04 Rejection of a Pre-Retirement Joint & Survivor Annuity Option 

(a) An eligible married Participant who Separates From Service with deferred vested 

benefits may elect to receive his Accrued Benefit in a form other than a Qualified 

Joint and Survivor Annuity option by specifically rejecting such option in writing 

on or after his Separation From Service for any benefit accruing prior to his 

Separation From Service.  An active Participant may also elect to receive his 

Accrued Benefit in a form other than a Qualified Joint and Survivor Annuity option 

by written rejection of this option any time after the first day of the Plan Year in 

which he attains age 35.  Any written rejection by the Participant must have the 

written consent of his spouse, witnessed by a Notary Public, a member of the 

Committee or a Plan representative appointed by the Committee.  The written 

spousal consent must be voluntary and acknowledge the consequences of the 

approval and declination of any survivor benefit under the Plan. 

 The Committee, in its sole discretion, may waive the requirement of consent of the 

spouse if the Participant establishes to the Committee's satisfaction that the spouse 

cannot be located, or because of other special circumstances as prescribed by 

applicable regulations. 

 Upon the filing of such a written rejection of benefit election with the Employer, the 

Participant shall be eligible to receive the benefits for which he otherwise would be 

eligible under Section 5.01(a) or an optional form under Section 5.02 of this Plan. 
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(b) The Qualified Joint and Survivor Annuity option shall be immediately and 

automatically revoked prior to the Annuity Starting Date, regardless of any election 

by the Participant, on the date of the following occurrences: 

(i) the death of a Participant's Qualified Spouse, or 

(ii) the Participant and his designated Qualified Spouse are divorced by final 

court decree, except as provided in a qualified domestic relations order. 

(c) At any time and any number of times after filing a written rejection of a Qualified 

Pre-Retirement Joint and Survivor Annuity pursuant to Section 8.04(a) and up to 

the earlier of (i) the Annuity Starting Date or (ii) date of the Participant's death, the 

Participant may thereafter revoke such written rejection in writing on a form 

provided by the Committee for such purpose, and such revocation shall become 

effective on the date on which it is filed with the Employer. 
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ARTICLE IX 

LIMITATIONS ON BENEFITS 

9.01 Small Benefits 

(a) If the Actuarially Equivalent present value of any Participant's vested Accrued 

Benefit under the Plan is $5,000 ($3,500 prior to January 1, 2001) or less, such 

benefit may be paid to the Participant or the Participant's spouse, or Beneficiary, 

whichever is applicable, in an immediate lump sum at termination without the 

Participant’s consent. Such payment will be in lieu of and in full satisfaction of all 

other benefits payable under the Plan to such Participant, spouse, or Beneficiary.   

Effective March 28, 2005, the following additional provisions will apply: 

(i) In the event of a mandatory lump sum distribution greater than $1,000 in 

accordance with the provisions of the Plan governing distributions of $5,000 

or less without Participant consent, if the Participant does not elect to have 

the distribution paid directly to an Eligible Retirement Plan specified by the 

Participant in a direct rollover or to receive the distribution directly, then 

such distribution will be paid in a direct rollover to an individual retirement 

plan designated by the Committee. 

(ii) In the event of a mandatory lump sum distribution of $1,000 or less without 

Participant consent, such distribution will be paid directly to the Participant. 

If the present value of the Participant’s or spouse’s Accrued Benefit is ever more than 

$5,000 ($3,500 prior to January 1, 2001), the present value thereafter will be deemed 

to exceed $5,000 ($3,500 prior to January 1, 2001) for purposes of precluding the 

unilateral payment of benefits without Participant or spousal approval. 

For purposes of this Section 9.01, present value will be determined using the 

definition of Actuarial Equivalent in Article I. 
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(b) For the purpose of determining the Accrued Benefit of a Participant who receives a 

lump sum payment in accordance with subsection (a) of this Section and who 

subsequently becomes entitled to receive benefits from the Plan, the portion of such 

Participant's subsequent benefit attributable to the prior payment and Years of Service 

will not be included unless the Participant has repaid the full amount of such lump 

sum payment with interest in accordance with Section 7.02 of the Plan. 

9.02 Maximum Benefits 

To the extent the Plan’s current provisions governing the limits imposed by Code Section 

415 do not otherwise conform to the requirements of final Code Section 415 Regulations 

(published on April 4, 2007 in T.D. 9319, and on April 5, 2007 in 72 Fed. Reg. 16878), the 

provisions of the final Code Section 415 Regulations are hereby incorporated by reference. 

 Therefore, the Plan provisions preclude the possibility that an annual benefit under the Plan 

exceeding the limitations of Code Section 415 will be accrued, distributed, or otherwise 

payable in any form at any time. 

This Section shall be effective for limitation years ending after December 31, 2001.  Benefit 

increases resulting from the increase in the limitations of Section 415(b) of the Code will be 

provided to all Employees participating in the Plan who have one Hour of Service on or 

after the first day of the first limitation year ending after December 31, 2001. 

 (a) Basic Limitation. 

Subject to the adjustments hereinafter set forth, the maximum annual amount of 

retirement income benefits in the normal form of Retirement Benefit under Section 

5.01(a) or (b), whichever is applicable, with respect to a Participant under this Plan 

shall not exceed the lesser of: 

(i) $160,000; or 

(ii) 100% of the Participant's average annual compensation for the highest three 

(3) consecutive calendar years of service as defined in Code Section 

415(b)(3).  (The restriction that the Participant be an active Participant in the 
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Plan during the highest three years is removed effective for Plan Years after 

December 31, 2005). 

Adjustment Prior to Age 62:  If the benefit of a Participant begins prior to age 62, 

the defined benefit dollar limitation applicable to the Participant at such earlier age 

is an annual benefit payable in the form of a straight life annuity beginning at the 

earlier age that is the Actuarial Equivalent of the defined benefit dollar limitation 

applicable to the Participant at age 62 (adjusted under (e) below, if required).  The 

defined benefit dollar limitation applicable at an age prior to age 62 is determined as 

the lesser of (i) the Actuarial Equivalent (at such age) of the defined benefit dollar 

limitation computed using the appropriate interest rate and mortality table (or other 

tabular factor) specified in the definition of “Actuarial Equivalent” in Article I of 

the Plan, and (ii) the Actuarial Equivalent (at such age) of the defined benefit dollar 

limitation computed using a 5 percent interest rate and the applicable mortality table 

as defined in the definition of “Actuarial Equivalent” in Article I of the Plan.  Any 

decrease in the defined benefit dollar limitation determined in accordance with this 

paragraph shall not reflect a mortality decrement if benefits are not forfeited upon 

the death of the Participant.  If any benefits are forfeited upon death, the full 

mortality decrement is taken into account. 

Adjustment After Age 65:  If the benefit of a Participant begins after the Participant 

attains age 65, the defined benefit dollar limitation applicable to the Participant at 

the later age is the annual benefit payable in the form of a straight life annuity 

beginning at the later age that is the Actuarial Equivalent of the defined benefit 

dollar limitation applicable to the Participant at age 65 (adjusted under (e) below, if 

required).  The Actuarial Equivalent of the defined benefit dollar limitation 

applicable at an age after age 65 is determined as the lesser of (i) the Actuarial 

Equivalent (at such age) of the defined benefit dollar limitation computed using the 

appropriate interest rate and mortality table (or other tabular factor) specified in the 

definition of “Actuarial Equivalent” in Article I of the Plan, and (ii) the Actuarial 
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Equivalent (at such age) of the defined benefit dollar limitation computed using a 5 

percent interest rate assumption and the applicable mortality table as defined in the 

definition of “Actuarial Equivalent” in Article I of the Plan.  For these purposes, 

mortality between age 65 and the age at which benefits commence shall be ignored. 

For purposes of applying the percentage limitation of subsection (a)(ii), 

"compensation" includes a Participant's earned income, wages, salaries, 

commissions and bonuses, and amounts representing an Employee’s authorized 

elective deferrals or salary reductions made in accordance with Code Sections 

125(a), 132(f)(4), 402(e)(3), 402(h)(1)(B), 402(k) or 457(b), which are not 

includible in the Employee’s gross income.  “Compensation” excludes the 

following: 

(A) Employer contributions to a plan of deferred compensation that are not 

included in the Employee's gross income for the taxable year in which 

contributed, or any distributions from a plan of deferred compensation; 

(B) Amounts realized from the exercise of a nonqualified stock option, or when 

restricted stock (or property) held by the Employee either becomes freely 

transferable or is no longer subject to a substantial risk of forfeiture; 

(C) Amounts realized from the sale, exchange or other disposition of stock 

acquired under a qualified stock option; and 

(D) Other amounts which received special tax benefits. 

Compensation shall also be subject to the following additional rules: 

(A) Compensation must be paid or treated as paid to the Participant prior to the 

Participant’s severance from employment with the Employer.  Any payment 

that is not described in subparagraph (C) or (D) below is not considered 

compensation if paid after severance from employment with the Employer, 

even if it is paid within the time period described in subparagraph (C) 

below.  Thus compensation does not include severance pay, or parachute 

payments within the meaning of Code Section 280G(b)(2), if paid after 
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severance from employment with the Employer, and does not include post-

severance payments under a nonqualified, unfunded, deferred compensation 

plan unless the payments would have been paid at that time without regard 

to the severance from employment. 

(B) Notwithstanding the foregoing, compensation for a Limitation Year includes 

amounts earned during that Limitation Year but not paid during that 

Limitation Year solely because of the timing of pay period and pay dates if: 

(i) These amounts are paid during the first few weeks of the next 

Limitation Year; 

(ii) The amounts are included on uniform and consistent basis with 

respect to all similarly situated Participants; and 

(iii) No compensation is included in more than one Limitation Year. 

(C) Any compensation described below in this subparagraph (c) does not fail to 

be compensation merely because it is paid after the Participant’s severance 

from employment with the Employer, provided the compensation is paid by 

the later of 2½ months after severance from employment with the Employer 

or the end of the Limitation Year that includes the date of severance from 

employment with the Employer. 

(i) The payment is regular compensation for services during the 

Participant’s regular working hours, or compensation for services 

outside the Participant’s regular working hours (such as overtime or 

shift differential), commissions, bonuses, or other similar payments; 

and 

(iii) The payment would have been paid to the Participant prior to a 

severance from employment if the Participant had continued in 

employment with the Employer. 

(D) Compensation shall include payments for unused accrued bona fide sick, 

vacation, or other leave, but only if the Participant would have been able to 

use the leave if employment had continued and (1) such amounts are paid by 
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the later of 2½ month after severance from employment from the Employer 

or the end of the Limitation Year that includes the date of severance from 

employment with the Employer; and (2) such amounts would have been 

included in the definition of compensation if they were paid prior to the 

Participant’s severance from employment with the Employer. 

For purposes of this subsection (a), any ancillary benefit that is not directly related 

to Retirement Benefits shall not be taken into account. 

In addition, if the benefit under the Plan is payable in any form other than a straight 

life annuity (with no ancillary benefits), the $160,000 limit in clause (i) above shall 

be satisfied by adjusting such benefit so that it is Actuarially Equivalent to the 

straight life annuity.  For purposes of this determination, that portion of any joint 

and survivor annuity which constitutes a qualified joint and survivor annuity shall 

not be taken into account. 

(b) Participation in Other Defined Benefit Plans. 

The limitation of this Section with respect to any Participant who at any time has 

been a Participant in any other qualified defined benefit plan (as defined in Section 

3(35) of ERISA and Section 414(j) of the Code) maintained by a member of the 

Controlled Group or a Participating Employer shall apply as if the total benefits 

payable under all such defined benefit plans in which the Participant has been a 

Participant were payable from one plan. 

 (c) Cost-of-Living Adjustment. 

The $160,000 limitation imposed by paragraph (a)(i) of this Section shall be 

adjusted effective January 1 of each year, under Section 415(d) of the Code in such 

manner as the Secretary shall prescribe, and payable in the form of a straight life 

annuity.  A limitation as adjusted under Section 415(d) will apply to limitation years 

ending with or within the calendar year for which the adjustment applies.  
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(d) Benefits Not in Excess of $10,000. 

If a Participant (i) has not at any time participated in any defined contribution plan 

(as defined in Section 3(34) of ERISA and Section 414(i) of the Code) maintained 

by a Employer or Participating Employer and (ii) his total annual Retirement 

Benefit under all defined benefit plans of the Controlled Group or a Participating 

Employer is not in excess of $10,000 for any year, then paragraphs (a) through (c) 

of this Section shall not apply to the Participant. 

(e) Less Than 10 Years of Participation. 

The maximum Retirement Benefit payable under this Section to any Participant 

who has completed less than ten (10) years of Plan participation shall be the amount 

determined under Code Section 415(b)(1)(A), multiplied by a fraction, the 

numerator of which is the number of the Participant's years of Plan participation and 

the denominator of which is ten (10). 

Notwithstanding any other provision of the Plan to the contrary, if a Participant has 

completed less than ten (10) Years of Service with members of the Controlled 

Group or a Participating Employer, the limitations described in Sections 

415(b)(1)(B) and 415(b)(4) of the Code shall be adjusted by multiplying the benefit 

limitations by a fraction, the numerator of which is the Participant's Years 

(including fractional years) of Service, and the denominator of which is ten (10). 

In no event shall the provisions of the preceding paragraphs of this subsection (e) 

above reduce the limitations provided under Code Sections 415(b)(1) and 415(b)(4) 

to an amount less than one-tenth (1/10) of the applicable limitations (as determined 

without regard to such paragraphs). 
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9.03 Restriction on Payment of Benefits 

In the event of any benefits becoming payable under the Plan on or after January 1, 1994, 

the following restrictions shall also apply: 

(a) The benefit of any active or terminated vested highly compensated Employee will 

be limited to a benefit that is nondiscriminatory in accordance with Section 

401(a)(4) of the Code. 

(b) Except in the following circumstances, distributions to the 25 most highly 

compensated active and former Participants will be restricted to an amount no 

greater than the amount that would be paid under a single life annuity that is the 

actuarial equivalent of the Participant's Accrued Benefit and any other benefit under 

the Plan: 

(i) After payment of the benefit to the restricted Employee, the value of Plan 

assets equals or exceeds 110% of the value of the Plan’s funding target as 

defined in Code Section 430(d)(1); 

(ii) The value of the benefits for the restricted Employee is less than 1% of the 

value of the Plan’s funding target; or 

(iii) The value of the restricted Employee's benefit does not exceed $5,000. 

9.04 Funding-Based Limits on Benefits and Benefit Accruals 

(a) If: 

(i) the Plan’s AFTAP for a Plan Year is less than sixty percent (60%), (A) a 

Participant or Beneficiary is not permitted to elect an optional form of 

benefit that includes a Prohibited Payment, and the Plan shall not pay any 

Prohibited Payment, with an Annuity Starting Date on or after the Section 

436 Measurement Date for the Plan Year, (B) all benefit accruals under the 

Plan shall cease as of the Section 436 Measurement Date (for purposes of 

this clause (B), the Plan’s AFTAP for the Plan Year beginning January 1, 

2008, is substituted for the AFTAP for the Plan Year beginning January 1, 
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2009, but only if the AFTAP for the Plan Year beginning January 1, 2008 is 

greater, in accordance with Section 203 of the Worker, Retiree, and 

Employer Recovery Act of 2008), and (C) the Plan shall not be amended to 

increase the liabilities of the Plan by reason of increases in benefits, 

establishment of new benefits, changing the rate of benefit accrual, or 

changing the rate at which benefits become nonforfeitable; 

(ii) the Plan’s AFTAP for a Plan Year is at least sixty percent (60%), but less 

than eighty percent (80%), a Participant or Beneficiary is not permitted to 

elect an optional form of benefit that includes a Prohibited Payment, and the 

Plan shall not pay any Prohibited Payment, with an Annuity Starting Date 

on or after the Section 436 Measurement Date for the Plan Year to the 

extent that the amount of the payment exceeds the lesser of fifty percent 

(50%) of the amount of the payment that could be made without regard to 

this subsection, or one hundred percent (100%) of the Present Value of the 

PBGC Guaranteed Amount with respect to the Participant; 

(iii) the Plan’s AFTAP for a Plan Year is at least sixty percent (60%), but less 

than eighty percent (80%) (or is eighty percent (80%) or more, but would be 

less than eighty percent (80%) if the benefits attributable to the Plan 

amendment described in this paragraph (iii) were taken into account in 

determining the AFTAP), the Plan shall not be amended to increase the 

liabilities of the Plan by reason of increases in benefits, establishment of 

new benefits, changing the rate of benefit accrual, or changing the rate at 

which benefits become nonforfeitable; provided, however, that this 

paragraph (iii) shall not apply to an amendment that provides for a benefit 

increase under a formula that is not based on compensation, but only if the 

rate of increase does not exceed the contemporaneous rate of increase in 

average wages of Participants covered by the amendment; 

(iv) the Plan’s AFTAP for a Plan Year is less than sixty percent (60%), or is 

sixty percent (60%) or more but would be less than sixty percent (60%) if 
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the AFTAP were redetermined applying an actuarial assumption that the 

likelihood of occurrence of an Unpredictable Contingent Event during the 

Plan Year is one hundred percent (100%), no Unpredictable Contingent 

Event Benefit shall be payable with respect to any Unpredictable 

Contingent Event occurring during the Plan Year; or 

(v) the Employer is a debtor under title 11, United States Code, or similar 

Federal or State law, during any period, no Participant or Beneficiary shall 

be permitted to elect an optional form of benefit that includes a Prohibited 

Payment, and the Plan will not pay any Prohibited Payment, with an 

Annuity Starting Date that occurs during such period, except for payments 

made within a Plan Year with an Annuity Starting Date that occurs on or 

after the date on which the enrolled actuary of the Plan certifies that the 

Plan’s AFTAP for that Plan Year is not less than one hundred percent 

(100%); 

until such time as such limitations cease to apply under Code Section 436 and 

regulations thereunder. 

(b) If an optional form of benefit that is otherwise available under the Plan is not 

available as of the Annuity Starting Date because of the application of paragraph 

(a)(ii), the Participant or Beneficiary may elect: 

(i) to bifurcate his benefit into the restricted and unrestricted portions, and (A) 

receive the restricted portion of his benefit at such Annuity Starting Date in 

any permitted optional form other than a Prohibited Payment, as if such 

portion were his entire benefit under the Plan, and (B) receive the 

unrestricted portion of his benefit at such Annuity Starting Date in any 

permitted optional form (including a Prohibited Payment), as if such portion 

were his entire benefit under the Plan;  

(ii) to commence payment of his entire benefit under the Plan in any other 

optional form of benefit available under the Plan at the same Annuity 

Starting Date that satisfies paragraph (a)(ii); or  
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(iii) to defer commencement of the payments to a later date, to the extent 

permitted under the Plan.  

(c) In the case of a Participant with respect to whom a Prohibited Payment (or series of 

Prohibited Payments under a single optional form of benefit) is made pursuant to 

paragraphs (a)(ii) or (b), no additional Prohibited Payment may be made with 

respect to such Participant during any period of consecutive Plan Years for which 

Prohibited Payments are limited. 

(d) For purposes of paragraphs (a)(ii) or (b), a Participant and any Beneficiary and/or 

alternate payee of such Participant shall be treated as one Participant.  In the event 

that the Participant’s Accrued Benefit is allocated to an alternate payee and one or 

more other persons, the amount that may be distributed is allocated in the same 

manner unless the applicable QDRO provides otherwise. 

(e) For any period during which a presumption under Code Section 436(h) applies to 

the Plan, the limitations applicable under Code Section 436 are applied to the Plan 

as if the AFTAP for the year were the presumed AFTAP determined under the 

applicable rule under Code Section 436(h), in accordance with the rules of 

operation set forth in Code Section 436 and the regulations thereunder.  The rules of 

operation that apply during a period for which a presumption under Code Section 

436(h) is in effect no longer apply for a Plan Year on and after the date the enrolled 

actuary for the Plan issues a certification of the AFTAP for the current Plan Year, 

provided that the certification is issued before the first day of the 10th month of the 

Plan Year.  Thus, (i) Code Section 436(d) applies for distributions with Annuity 

Starting Dates on and after the date of such certification using the certified AFTAP 

of the Plan for the Plan Year, (ii) any prohibition on accruals under Code Section 

436(e) as a result of such certification that the AFTAP of the Plan for the Plan Year 

is less than sixty percent (60%) is effective as of the date of such certification, and 

(iii) any prohibition on accruals ceases to be effective on the date of the enrolled 
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actuary for the Plan issues a certification that the AFTAP of the Plan for the Plan 

Year is at least sixty percent (60%). 

(f) If the Plan does not pay benefits attributable to an Unpredictable Contingent Event 

or Plan amendment because of the application of a presumption under Code Section 

436(h) for a Plan Year, the Plan shall pay the benefits attributable to that event 

which were not previously paid if such benefits would be permitted under the rules 

of Code Section 436 based on a certified AFTAP for the Plan Year that takes into 

account the increase in the funding target that would be attributable to such 

benefits. 

(g) For purposes of this Section, the following definitions shall apply: 

(i) “AFTAP” means the “adjusted funding target attainment percentage” as 

defined in Code Section 436(j)(2) and regulations thereunder. 

(ii) “Present Value of the PBGC Guaranteed Amount” means the present value 

(determined under guidance prescribed by the Pension Benefit Guaranty 

Corporation, using the interest and mortality assumptions under Code 

Section 417(e)) of the maximum benefit guarantee under Section 4022 of 

ERISA for the year in which the Annuity Starting Date occurs. 

(iii) “Prohibited Payment” means any payment for a month in excess of the 

monthly amount paid under a single life annuity (plus any Social Security 

supplement described in the last sentence of Code Section 411(a)(9)) to a 

Participant or Beneficiary whose Annuity Starting Date occurs during any 

period that a limitation under this Section is in effect, any payment for the 

purchase of an irrevocable commitment from an insurer to pay benefits, any 

transfer of assets and liabilities to another plan maintained by an Employer 

that is made in order to avoid or terminate the limitations under Code 

Section 436, and any other prohibited payment specified by the Secretary of 

the Treasury, but shall not mean any payment that may be distributed 

without the consent of the Participant under Code Section 411(a)(11). 
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(iv) “Section 436 Measurement Date” means “section 436 measurement date” as 

defined in Treas. Reg. section 1.436-1(j)(8). 

(v) “Unpredictable Contingent Event” means a plant shutdown (or similar 

event) or any event (or absence of an event) other than the attainment of any 

age, performance of any service, receipt or derivation of any compensation, 

or occurrence of death or disability. 

(vi) “Unpredictable Contingent Event Benefit” means any benefit or benefit 

increase to the extent it would not be payable but for an Unpredictable 

Contingent Event. 

This Section 9.04 shall be interpreted in accordance with Code Section 436 and 

regulations thereunder. 
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ARTICLE X 

TOP-HEAVY PLAN REQUIREMENTS 

10.01 General Rule 

For any Plan Year for which this Plan is a Top-Heavy Plan, as defined in Section 10.07, this 

Plan shall be subject to the provisions of this Article X, regardless of any other conflicting 

provisions of this Plan. 

10.02 Minimum Vesting Provisions 

Each Participant who (a) has completed an Hour of Service during any Plan Year in which 

the Plan is a Top-Heavy Plan and (b) has completed the number of Years of Service 

specified in the following table shall be vested in his Accrued Benefit under this Plan 

according to the following schedule, or under the terms of Section 7.01, whichever is more 

favorable to the Participant: 

Years of Service Vested Percent 

Less than 2 Years 0% 

2 Years 20%

3 Years 40%

4 Years 60%

5 Years 80%

6 or more Years 100% 

Each Participant's non-forfeitable Accrued Benefit shall not be less than his non-forfeitable 

Accrued Benefit determined as of the last day of the last Plan Year in which the Plan was a 

Top-Heavy Plan.  If the Plan’s vesting schedule is amended, or the Plan is amended in any 

way that directly or indirectly affects the computation of the Participant’s non-forfeitable 

percentage, or the Plan is deemed amended by an automatic change because the Plan 

becomes or ceases to be a Top Heavy Plan, each Participant with at least three Years of 
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Service with the Employer may elect, within a reasonable period after the adoption of the 

amendment or change, to have his non-forfeitable percentage computed under the Plan 

without regard to such amendment or change.  The period during which this election may 

be made shall commence with the date the amendment is adopted or deemed to be made 

and shall end on the latest of:  (a) 60 days after the amendment is adopted; (b) 60 days after 

the amendment becomes effective; or (c) 60 days after the Participant is issued written 

notice of the amendment by any of the Employer or the Committee. 

10.03 Minimum Benefit Provisions 

Each Participant who is a Non-Key Employee, as defined in Section 10.06, and who has 

completed at least 1000 Hours of Service during the Plan Year in which the Plan is a Top-

Heavy Plan, shall be entitled to a minimum Accrued Benefit, regardless of such 

Participant's level of Compensation or whether the Participant is employed on a specified 

date.  Such Accrued Benefit, payable in the form of a single life annuity beginning at his or 

her Normal Retirement Date, shall not be less than his or her average annual Compensation 

for years in the Testing Period multiplied by the lesser of:  (a) 2% multiplied by the number 

of years of Top-Heavy Service, or (b) 20%. 

"Testing Period" means, with respect to a Participant, the period of consecutive years of 

Top-Heavy Service, not exceeding five (5), during which the Participant had the greatest 

aggregate Compensation from an Employer.  "Top-Heavy Service" means Years of Service 

under Article I.  Top-Heavy Service shall not include any Year of Service that begins after 

the close of the last Plan Year in which the Plan was a Top-Heavy Plan and any Year of 

Service to the extent that such Service occurs during a Plan Year when the Plan benefits 

(within the meaning of Section 410(b) of the Code) no Key Employee or former Key 

Employee.  Years before and after such excluded periods shall be considered consecutive 

for purposes of determining the Testing Period. 

Benefits taken into account under this section shall not include any benefits payable under 

the Social Security Act or any other federal or state law. 
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10.04 Coordination With Other Plans 

In the event that under Code Section 416 an Employee is also entitled to an increased 

benefit under another defined contribution or defined benefit plan maintained by a member 

of the Controlled Group and is also a Participant in this Plan, the Employee will be entitled 

to a minimum benefit equal to the minimum benefit described in Section 10.03 of this Plan, 

reduced by the Actuarial Equivalent, in a life annuity form, of his benefits under such other 

Top-Heavy Plan determined without regard to Code Section 416 in determining whether 

this Plan satisfies the requirements of Section 10.03. Such determination shall be made by 

the Committee upon the advice of counsel. 

10.05 Determination of Top-Heavy Status 

The Plan shall be a Top-Heavy Plan for any Plan Year if, as of the Determination Date, the 

present value of the cumulative Accrued Benefits under the Plan for employees who are 

Key Employees exceeds sixty percent (60%) of the present value of the cumulative 

Accrued Benefits under the Plan for all employees or, if this Plan is required to be in an 

Aggregation Group, any such Plan Year in which such Group is a Top-Heavy Group.  The 

present values of Accrued Benefits of an Employee as of the Determination Date shall be 

increased by the distributions made with respect to the Employee under the Plan and any 

plan aggregated with the Plan under Section 416(g)(2) of the Code during the one (1)-year 

period ending on the Determination Date.  The preceding sentence shall also apply to 

distributions under a terminated plan which, had it not been terminated, would have been 

aggregated with the Plan under Section 416(g)(2)(A)(i) of the Code.  In the case of a 

distribution made for a reason other than severance from employment, death, or disability, 

this provision shall be applied by substituting “five (5)-year period” for “one (1)-year 

period.” Furthermore, any Accrued Benefit attributable to any individual who has not been 

an Employee (or received any remuneration for services rendered from the Employer) at 

any time during the one (1) year period ending on the Determination Date shall be not be 

taken into account. 
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For purposes of this Section, the capitalized words have the following meanings: 

(a) "Aggregation Group" means the group of plans, if any, that includes both the group 

of plans that are required to be aggregated and the group of plans that are permitted 

to be aggregated. 

The group of plans that are required to be aggregated (the "required aggregation 

group") includes: 

(i) Each plan of a member of the Controlled Group in which a Key Employee is 

a Participant, and 

(ii) Each other plan of a member of the Controlled Group which enables a plan 

in which a Key Employee is a Participant to meet the requirements of the 

Code, prohibiting discrimination as to contributions or benefits in favor of 

employees who are officers, shareholders, or the highly compensated or 

prescribing the minimum participation standards. 

The group of plans that are permitted to be aggregated (the "permissive aggregation 

group") includes the required aggregation group plus one or more plans of a 

member of the Controlled Group that is not part of the required aggregation group 

that the Committee certifies as constituting a plan within the permissive aggregation 

group.  Such plan or plans may be added to the permissive aggregation group only 

if, after the addition, the aggregation group as a whole continues not to discriminate 

as to contributions or benefits in favor of officers, shareholders, or the highly 

compensated and to meet the minimum participation standards under the Code. 

(b) "Determination Date" means, for any Plan Year, the last day of the immediately 

preceding Plan Year. 

(c) "Key Employee" means any Employee or former Employee (including any 

deceased Employee) under this Plan who, at any time during the Plan Year that 

includes the Determination Date was one of the following: 
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(i) An officer of a member of the Controlled Group having annual 

Compensation in excess of one hundred thirty thousand dollars ($130,000) 

(as adjusted under Section 416(i)(1) of the Code for Plan Years beginning 

after December 31, 2002).  Whether an individual is an officer shall be 

determined by the Committee on the basis of all the facts and circumstances, 

such as an individual's authority, duties, and term of office, not on the mere 

fact that the individual has the title of an officer.  For any such Plan Year, 

there shall be treated as officers no more than the lesser of: 

(A) Fifty (50) Employees; or 

(B) The greater of three (3) Employees or ten percent (10%) of the 

employees. 

For this purpose, the highest paid officers shall be selected. 

(ii) Any person who owns (or is considered as owning, within the meaning of 

the constructive ownership rules of the Code) more than five percent (5%) 

of the outstanding stock of a member of the Controlled Group or stock 

possessing more than five percent (5%) of the combined voting power of all 

stock of a member of the Controlled Group.  

(iii) Any person who receives annual Compensation from a member of the 

Controlled Group of more than $150,000 and who owns (or is considered as 

owning, within the meaning of the constructive ownership rules of the 

Code) more than one percent (1%) of the outstanding stock of a member of 

the Controlled Group or stock possessing more than one percent (1%) of the 

combined total voting power of all stock of a member of the Controlled 

Group.   

For purposes of this subsection, annual Compensation means Compensation within 

the meaning of Section 415(c)(3) of the Code.  
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For purposes of parts (ii) and (iii), each member of the Controlled Group is treated 

separately in determining ownership percentages; but, in determining the amount of 

Compensation, Compensation from all members of the Controlled Group is 

aggregated. 

The determination of who is a Key Employee will be made in accordance with 

Section 416(i)(1) of the Code and the applicable regulations and other guidance of 

general applicability issued thereunder. 

(d) A "Non-Key Employee" means any Employee (and any Beneficiary of an 

employee) who is not a Key Employee. 

(e) "Top-Heavy Group" means the Aggregation Group if, as of the applicable 

Determination Date, the sum of the present value of the cumulative Accrued 

Benefits for Key Employees under all defined benefit plans included in the 

Aggregation Group plus the aggregate of the accounts of Key Employees under all 

defined contribution plans included in the Aggregation Group exceeds sixty percent 

(60%) of the sum of the present value of the cumulative Accrued Benefits for all 

employees under all such defined benefit plans plus the aggregate accounts for all 

employees under all such defined contribution plans.  If the Aggregation Group that 

is a Top-Heavy Group is a required aggregation group, each plan in the group will 

be a Top-Heavy Plan. 

If the Aggregation Group that is a Top-Heavy Group is a permissive aggregation 

group, only those plans that are part of the required aggregation group will be 

treated as Top-Heavy Plans.  If the Aggregation Group is not a Top-Heavy Group, 

no plan within such group will be a Top-Heavy Plan. 
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In determining whether this Plan constitutes a Top-Heavy Plan, the Committee (or its 

agent) shall make the following adjustments: 

(a) When more than one plan is aggregated, the Committee shall determine separately 

for each plan as of each plan's Determination Date the present value of the Accrued 

Benefits or account balance.  The results shall then be aggregated by adding the 

results of each plan as of the Determination Dates for such plans that fall within the 

same calendar year. 

(b) The actuarial assumptions used in determining the present value of the Accrued 

Benefit are specified in Article I under the definition of Actuarial Equivalent. 

(c) A Participants Accrued Benefit in a defined benefit plan will be determined under a 

uniform accrual method which applies in all defined benefit plans maintained by the 

Controlled Group, or if no such method, as if benefits accrued not more rapidly than 

the slowest of fractional accrual permitted under Section 411(b)(1)(C) of the Code. 

(d) In determining the present value of the cumulative Accrued Benefit or the amount 

of the account of any Employee, such present value or account will include the 

amount in dollar value of the aggregated distributions made to such Employee 

under the applicable plan during the one-year period ending on the Determination 

Date unless reflected in the value of the Accrued Benefit or account balance as of 

the most recent Anniversary Date.  The amounts will include distributions to 

Employees representing the entire amount credited to their accounts under the 

applicable plans and distributions under a terminated plan which, if it had not been 

terminated, would have been required to be included in an aggregation group.  In 

the case of a distribution made for a reason other than severance from employment, 

death, or disability, this provision shall be applied by substituting “five-year period” 

for “one-year period. 
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(e) Further, in making such determination, such present value or such account shall 

include any rollover contribution (or similar transfer), as follows: 

(i) If the rollover contribution (or similar transfer) is initiated by the Employee 

and made to or from a plan maintained by another unrelated employer, the 

plan providing the distribution shall include such distribution in the present 

value or such account; the plan accepting the distribution shall not include 

such distribution in the present value or such account; 

(ii) If the rollover contribution (or similar transfer) is not initiated by the 

Employee or made between plans maintained by members of the Controlled 

Group, the plan accepting the distribution shall include such distribution in 

the present value or such account; the plan making the distribution shall not 

include the distribution in the present value or such account. 

(f) In making such determination, if any individual has not performed any services at 

any time during the one-year period ending on the Determination Date, such present 

value or such account will be altogether disregarded. 
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ARTICLE XI 

PENSION PLAN COMMITTEE 

11.01 Designation of Committee 

The administrator and named fiduciary of the Plan is Park Water Company, which shall 

operate through a Committee. The Board shall appoint and maintain a Pension Plan 

Committee (“Committee”) consisting of at least three (3) individuals who may, but need 

not, be a director, proprietor, partner, officer, or Employee of the Employer.  Such 

Committee shall control and manage the operation and administration of the Plan. 

Committee members shall serve at the pleasure of the Board and may resign by delivering 

his written resignation to the Board of Directors and to the other members, if any, of the 

Committee. The Board may remove any member of the Committee by so notifying the 

member and other Committee members, if any, in writing. Vacancies on the Committee 

shall be filled by action of the Board.  The names of the members of the Committee shall be 

kept on file at the principal offices of the Employer. The name and address of the member 

of the Committee who is designated as agent for service of legal process shall be kept on 

file at the principal offices of the Employer. 

11.02 Officers and Employees of the Committee 

The Committee may appoint a secretary who may, but need not, be a member of the 

Committee and may employ such agents, clerical and other services, legal counsel, 

accountants and actuaries as may be required for the purpose of administering the Plan. 

Any person or firm so employed may be a person or firm then, thereto or thereafter serving 

the Employer in any capacity. 

11.03 Transaction of Committee Business 

The Committee shall act by a majority of its membership.  Action of such majority, 

expressed by a vote at a meeting or in writing without a meeting, shall constitute the action 

of the Committee.  The secretary or any individual member of the Committee shall keep 
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minutes and a written record of the meetings and any actions of the Committee. Any written 

memorandum signed by the secretary or any Committee member authorized to act on 

behalf of the Committee shall have the same force and effect as a formal resolution adopted 

in open meeting. 

11.04 Delegation to Act in Behalf of Committee 

The Committee, by written direction signed by a majority of its members, may delegate one 

or more of its members:  to act on its behalf; to give notice in writing of any action taken by 

the Committee; and to give the Trustee any order, direction, consent or advice required 

under the terms of the Trust Agreement. The Trustee shall be entitled to rely on any 

instrument delivered to it and signed by the secretary or any authorized Committee member 

as evidencing the action of the Committee. 

11.05 Compensation of Committee Members 

The Employer shall reimburse the Committee for any necessary and proper expenses 

incurred in exercising its duties. Except for such reimbursements, the Committee shall not 

receive any compensation for the administration of this Plan. 

11.06 Disqualification of Committee Member 

No member of the Committee shall participate in any decision of the Committee that 

involves the payment of benefits to him or in which he or she has a financial interest.  If the 

entire Committee is disqualified to act, the Board shall perform as the Committee. In any 

case in which the Committee member is disqualified to act, the Board may appoint a 

temporary substitute member if the remaining members cannot agree or if there is only one 

individual member of the Committee empowered to act. Such substitute member(s) will 

have all of the powers of the qualified member concerning the matter in which the 

disqualified member is not qualified to act. 
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11.07 Powers and Duties of the Committee 

(a) The Committee shall have the duty and power of directing the operation and 

administration of the Plan. The Committee shall have the right to designate 

investment policies under which the Trustee shall act. The Committee is given the 

power to appoint, in its discretion, in accordance with the provisions of the Trust 

Agreement, one or more investment managers to manage, including the power to 

acquire or dispose of, all or any portion of the assets of the Plan or Trust Fund. The 

Employer and each Participating Employer shall furnish to the Committee all 

information and data in the possession of or known to the Employer or Participating 

Employer which the Committee may deem necessary for the performance of the 

duties or the exercise of the powers of the Committee hereunder, and the Committee 

may rely, and shall be fully protected in relying, on any information or data so 

furnished.  The decision of the Committee on all matters within its jurisdiction shall 

be final, binding, and conclusive upon the Employer and upon each Participant, 

Contingent Annuitant, Beneficiary, and every other person or party interested or 

concerned therewith. 

(b) The Committee’s duties, unless properly delegated, shall include, but not be limited 

to the following: 

(i) Interpreting the Plan, carrying out provisions of the Plan and deciding, all 

questions relating to the eligibility of Employees to become Participants, 

continuity of service, benefit amounts, interpreting and construing the terms 

of the Plan, and determining the rights of Participants and their Contingent 

Annuitants and Beneficiaries under the terms of the Plan to receive benefits 

hereunder; 

(ii) Deciding disputes that may arise with regard to the rights of Employees, 

Participants and their legal representatives, spouses, or Beneficiaries under 

the terms of the Plan and to provide affected parties with any required 

written explanation or interpretation of the Plan.  Such decisions by the 

Committee shall be deemed final in each case; 
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(iii) Obtaining such information from the Employer with respect to its 

Employees as shall be necessary to determine the rights and benefits of such 

Employees under the Plan. The Committee may rely conclusively upon such 

information furnished by the Employer; 

(iv) Compiling and maintaining all records necessary for the Plan; 

(v) Authorizing the Trustee in writing to make payment of all benefits to 

Participants and Beneficiaries in accordance with the Plan; 

(vi) Engaging such legal, administrative, actuarial, investment, consulting, 

accounting and other professional services as the Committee deems proper; 

(vii) Adopting rules and regulations for the administration of the Plan, not 

inconsistent with the Plan and establishing claims procedures; 

(viii) Determining whether domestic relations orders represent "qualified 

domestic relations orders" as that term is defined in Section 414(p) of the 

Code or a successor provision.  Effective on or after April 6, 2007, a 

domestic relations order that otherwise satisfies the requirements for a 

qualified domestic relations order will not fail to be a qualified domestic 

relations order: (i) solely because the order is issued after, or revises, 

another domestic relations order or qualified domestic relations order; or (ii) 

solely because of the time at which the order is issued, including issuance 

after the annuity starting date or after the Employee’s death. 

If the Committee determines the order is a qualified domestic relations order 

it shall direct the manner and time of distribution pursuant to the order. 

Prior to such determination the Committee shall promptly notify the 

Participant affected with respect to the order and any payee under the order 

of the receipt of the order.  The Committee shall send such notices to the 

address set forth in the order, or if the address is not set forth therein, to the 

last known address.  Such notice shall state that the Committee is in the 

process of determining whether the order is a qualified domestic relations 
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order and such notice shall also permit a reasonable period under the 

circumstances for comment with respect to such determination.  During 

such period the Committee shall cause the amounts otherwise payable under 

the order to be segregated in a separate account.  After the determination is 

made, the Committee shall notify the Participant and any payee under the 

order of such determination.  Any payee may designate a representative for 

receipt of copies of notices sent to the payee with respect to the order; 

(ix) Publishing and transmitting to each Participant such Plan summaries, reports 

and statements of benefits as may be required by regulations; 

(x) Delivering statements of vested benefits to terminated Participants and 

provide any required written explanation of the effect of electing an optional 

form of benefit; 

(xi) Making available copies of the Plan, Trust Agreement, and latest annual 

report during reasonable business hours; 

(xii) Reporting to the Employer the amount and due dates of the contributions 

that are required to maintain the Plan as a qualified plan under the 

appropriate Code Sections, and as set forth in the provisions of this Plan; 

(xiii) Providing for a valuation of trust assets at fair market value, as of the last 

day of each Plan Year; and 

(xiv) Doing and performing such other actions as may be provided for in other 

parts of this Plan. 

(xv) Complete and file the required reports and/or tax forms with the appropriate 

government agencies as required by law and to prepare the summary annual 

report and any other required Participant notices or disclosures. 

(xvi) Acting as agent for service of legal process. 

11.08 Responsibility for Distributions 

The Committee shall have the duty and power to direct the Trustee to make payment or 

distribution of benefits under this Plan at the time, in the manner and to the person or 

persons entitled thereto, and the Trustee shall be fully protected in relying upon and acting 
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in accordance with any such direction by the Committee set forth in writing and signed by 

such person or persons as the Committee may delegate to sign such directions.  In making 

such directions, the Committee shall adhere to the provisions of this Plan and shall not at 

any time direct that any payment be made which could cause any monies to be used for or 

diverted to any purpose other than for the exclusive benefit of Participants and their 

Contingent Annuitants and Beneficiaries, except to the extent of expenses incurred in the 

administration of the Plan. 

11.09 Payment of Expenses 

The compensation or fees of accountants, counsel and other specialists and any other costs 

of administering the Plan or Trust Fund shall be paid from the Trust Fund, unless paid by 

the Employer and Participating Employers. Members of the Committee will serve without 

any compensation for such services. 

11.10 Claims Procedures 

Applications for benefits must be submitted to the Committee in writing on the forms 

prescribed by the Committee and must be signed by the Participant or, in the case of a death 

benefit, by his or her Contingent Annuitant, Beneficiary, or legal representative.  The 

Committee reserves the right to require proof of age prior to processing any application.  In 

the event any application for benefits is denied, in whole or in part, the Committee shall 

notify the applicant in writing of such denial and of his or her right to a review by the 

Committee and shall set forth clearly the specific reason for such denial, specific references 

to pertinent Plan provisions on which the denial is based, a description of any additional 

material or information necessary to perfect the application, an explanation of why such 

material or information is necessary, and an explanation of the Plan's review procedure.  If 

the application for benefits is denied, in whole or in part, the applicant may appeal from 

such denial to the Committee for a review of the decision by submitting to the Committee, 

within sixty (60) days after receiving written notice from the Committee of the denial of his 

or her claim, a written statement: 
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(a) Requesting a review of the application for benefits by the Committee; 

(b) Setting forth all of the grounds upon which the request for review is based and any 

facts in support thereof; and 

(c) Setting forth any issues or comments which the applicant deems pertinent to his or 

her application. 

The Committee shall act upon each application within sixty (60) days after receipt of the 

applicant's request for review by the Committee.  However, such sixty (60) day period may 

be extended for an additional sixty (60) days if special circumstances are involved. 

The Committee shall make a full and fair review of each such application and any written 

materials submitted by the applicant or Employer or Participating Employer in connection 

therewith and may require the Employer, Participating Employer, or the applicant to submit 

such additional facts, documents, or other evidence as the Committee, in its sole discretion, 

deems necessary or advisable in making such a review.  On the basis of its review, the 

Committee shall make an independent determination of the applicant's eligibility for 

benefits under the Plan.  The decision of the Committee on any application for benefits 

shall be final and conclusive upon all persons.  In the event the Committee denies an 

application, in whole or in part, the Committee shall give written notice of the Committee's 

decision to the applicant, setting forth clearly the specific reasons for such denial and 

specific reference to the pertinent provisions of the Plan on which the Committee decision 

was based. 

11.11 Conduct of the Committee 

The Committee and each member shall discharge their duties with respect to the Plan solely 

in the interest of the Participants, Contingent Annuitants, and Beneficiaries and for the 

exclusive purpose of providing benefits to Participants and their Contingent Annuitants and 

Beneficiaries and defraying reasonable expenses of administering the Plan.  Such duties 
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shall be exercised with the care, skill, prudence, and diligence under the circumstances then 

prevailing that a prudent person acting in a like capacity and familiar with such matters 

would use in the conduct of an enterprise of a like character and with like aims. 

11.12 Indemnification 

To the maximum extent permitted by ERISA and consistent with state law, the Employer 

shall indemnify and hold harmless members of the Committee and each officer, Employee or 

director to whom any duty or power relating to the administration or interpretation of the 

Plan or to the management or control of the assets of the Plan shall be delegated or allocated, 

against any cost or expense (including legal fees) or liability (including any sum paid in 

settlement of a claim with the approval of the Employer) from the effects and consequences 

of their acts, omissions and conduct in their official capacities, except to the extent that the 

effects and consequences thereof shall result from their own willful misconduct, breach of 

good faith, or gross negligence in the performance of their duties.  No fiduciary shall be 

responsible for the acts or omissions of any fiduciary with dissimilar responsibilities. The 

foregoing right of indemnification shall not be exclusive of other rights to which each such 

member may be entitled as a matter of law. 

The Employer's obligations under this Section may be satisfied through purchase of a policy 

or policies of insurance providing equivalent protection. 

11.13 Facility of Payment 

Whenever, in the Committee's opinion, a person entitled to receive any payment of a benefit 

hereunder is under a legal disability or is incapacitated in any way so as to be unable to 

manage his or her financial affairs, the Committee may direct the Trustee to make payments 

for the benefit of such person or his or her legal dependents in such manner and to such 

parties as the Committee considers advisable.  Any payment of a benefit or installment 

hereof in accordance with the provisions of this Section shall be a complete discharge of 

any liability for the making of such payment under the provisions of the Plan. 
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11.14 Requirement to be in “Written Form” 

Various notices provided by the Committee or its delegate under this Plan, and various 

elections made by a Participant, spouse, beneficiary, or alternate payee are required to be in 

written form. Except as otherwise provided under the Code, ERISA or related regulations, 

these notices and elections may be conveyed through an electronic system, including, but 

not limited to, a voice response system, electronic mail, or the Internet. Such notices 

provided and elections made through an electronic system shall be made in accordance with 

the provisions of the Electronic Signatures in Global and National Commerce Act as set 

forth in Treasury Regulations section 1.401(a)-21. 
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ARTICLE XII 

AMENDMENT TO THE PLAN 

12.01 Right to Amend 

The Employer shall have the right to amend the Plan at any time and from time to time to 

any extent that it deems advisable. The amendment must be signed by an appropriate 

officer of the Employer. No such amendment shall increase the duties or responsibilities of 

the Trustee without written consent thereto. No amendment shall be made to this Plan 

which shall attempt to reduce an Accrued Benefit or transfer any part of the corpus or 

income of the Trust Fund to purposes other than the exclusive benefit of Participants and 

their spouses or Beneficiaries, or which shall cause any part of the corpus or income of the 

Trust Fund to revert to, or become the property of, the Employer or Participating 

Employers until all liabilities under the Trust Fund pursuant to the Plan are satisfied. 

For purposes of this paragraph, a plan amendment which has the effect of (a) eliminating or 

reducing an early Retirement Benefit or a retirement-type subsidy, or (b) eliminating an 

optional form of benefit, with respect to benefits attributable to service before the 

amendment shall be treated as reducing Accrued Benefits.  In the case of a retirement-type 

subsidy, the preceding sentence shall apply only with respect to a Participant who satisfies 

(either before or after the amendment) the pre-amendment conditions of the subsidy. 

Furthermore, no amendment to the Plan shall have the effect of decreasing a Participant's 

vested interest determined without regard to such amendment as of the later of the date such 

amendment is adopted, or becomes effective. 

12.02 Consent to Amendment 

Neither the Participant's consent nor any other payee's consent is required for any 

amendment to the Plan.  
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ARTICLE XIII 

TERMINATION OF THE PLAN 

13.01 Right to Terminate 

The Employer shall have the right to terminate the Plan in whole or in part at any time. Any 

Participating Employer may discontinue participation in the Plan in accordance with 

Section 16.06 of the Plan. Upon partial or complete termination of the Plan the Accrued 

Benefit of each affected Participant shall be one hundred percent (100%) vested.  Such 

vested interest is subject to any curtailment or reduction necessary for qualification or 

continued qualification under any tax law or necessary for applicable law.  However, each 

Participant's recourse to the satisfaction of such vested interest will be limited to the extent 

that such benefits have been funded under the Plan or are insured by the Pension Benefit 

Guaranty Corporation.  The assets of the Plan, after providing for any expenses, shall be 

allocated by the Committee to provide benefits for affected Participants according to the 

class of priorities set forth below: 

(a) To provide benefits to the extent guaranteed by the Pension benefit Guaranty 

Corporation for Participants, spouses, or Beneficiaries who have been receiving 

pension payments for at least three (3) years as of the date of termination; 

(b) To provide benefits to the extent guaranteed by the Pension benefit Guaranty 

Corporation for Participants who would have been receiving pension payments for 

at least three (3) years as of the date of termination if they had elected to retire; 

(c) To provide benefits to the extent guaranteed by the Pension Benefit Guaranty 

Corporation for Participants, spouses, or Beneficiaries not included above who have 

benefits guaranteed under this Plan by the Pension Benefit Guaranty Corporation; 
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(d) To provide benefits to the extent vested in accordance with Article VII and not 

provided for above for all Participants who have met the vesting requirements set 

out in Article VII; 

(e) To provide all other Accrued Benefits under the Plan, which have not been provided 

for above. 

If the assets available for allocation under any paragraph above, other than paragraphs (d) 

and (e), are insufficient to satisfy in full the benefits of all individuals which are described 

in that paragraph, the assets shall be allocated pro rata among such individuals on the basis 

of the present value as of the termination date of their respective benefits described in that 

paragraph. 

If assets remain after the allocation in Sections (a) through (e) above, such residual assets 

shall be distributed to the Employer as a surplus arising because actual funding 

requirements differ from expected requirements even though the latter were based on 

previous actuarial valuations of liabilities or determinations of costs of providing pension 

benefits under the Plan and were made by persons or persons competent to make such 

determinations in accordance with reasonable assumptions as to mortality, interest, etc, and 

correct procedures relating to the method of funding, as per Tax Regulations 1.401-2. 

13.02 Method of Allocation 

The allocation of the assets of the Trust Fund as provided for in this Article XIV shall be 

accomplished through either (a) purchase of annuity contracts; or (b) payment of benefits in 

a lump sum; or (c) any combination of the above. 

13.03 Exclusive Benefit of Participants 

In the event of the termination of the Plan, no part of the corpus or income of the Trust 

Fund may be used for, or diverted to, purposes other than the exclusive use of the 

Participants, vested terminees, retirees, their spouses, or Beneficiaries and for expenses of 
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administration, except that in the event all the liabilities of the Plan are satisfied and there is 

a remainder due to actuarial error, such remainder shall be returned to the Employer. 

13.04 Plan Merger and Consolidation 

In the event that the Plan and Trust Fund merges or consolidates with, or transfers its assets 

or liabilities to, any other qualified plan of deferred compensation, no Participant herein 

shall, solely on account of such merger, consolidation or transfer, have an Accrued Benefit 

on the day following such event which is less than his or her Accrued Benefit on the day 

preceding such event.  For the purpose of this Section, a Participant's Accrued Benefit shall 

be calculated based upon the assumption that a plan termination and distribution of assets 

occurred on each of the above-mentioned days.  In no event will this provision be construed 

to require full vesting upon a merger, consolidation, or transfer of assets. 

13.05 Benefits Due Lost Participants on Termination 

In the event of Plan termination, benefits due lost Participants shall be transferred to the 

Pension Benefit Guaranty Corporation in accordance with Section 4050 of ERISA. 
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ARTICLE XIV 

TRUST FUND AND TRUSTEE 

14.01 Employer to Select Trustee 

The Employer shall select a Trustee to hold and invest the Trust Fund in accordance with 

the terms of a Trust Agreement and/or other contract. The Trustee shall be an individual 

or individuals, a bank or trust company incorporated under the laws of the United States 

or of any state and qualified to operate as a trustee or shall be a legal reserve life 

insurance company or a combination of such entities. The Employer may, from time to 

time, change the Trustee then serving under the Trust Agreement and/or other contract to 

another trustee or elect to terminate the trust and/or other contract and hold the Plan 

assets in any other method acceptable under ERISA. 

The Trustee shall invest, manage, acquire and dispose of the Plan's assets. However, the 

Employer may, in its discretion, retain full authority to direct the manner in which some or 

all of the Plan's assets are invested, managed, acquired or disposed of by the Trustee. The 

Trustee shall be the Named Fiduciary within the meaning of ERISA with respect to 

investment, management and control of the Trust Fund, unless such duties are retained by 

the Employer or otherwise delegated under the terms of the Trust Agreement and/or other 

contract. The Trust Agreement and/or other contract may include provision for participation 

in a joint or associated Trust Fund or pooled separate account for the purpose of pooling 

investment experience. The Trust Fund shall be valued at its fair market value on each 

Anniversary Date. 

14.02 Benefits Supported Only by Trust Fund 

Any person having any claim under the Plan will look solely to the assets of the Trust Fund 

for satisfaction.  In no event will the Employer or any of the officers, employees, members 

of the Board of Directors or agents of any of the Employer be liable in their individual 

capacities to any person whomsoever under the provisions of the Plan or of the Trust 

Agreement. 
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ARTICLE XV 

ADOPTION OF PLAN BY MEMBER OF THE PARK WATER COMPANY 

CONTROLLED GROUP OF CORPORATIONS 

15.01 Manner of Adoption of Plan 

Any present or future member of the Controlled Group may join in and become a party to 

this Plan, provided that: 

(a) The Board shall approve the admission of such member into this Plan; and  

(b) Such member shall agree, in writing, to adopt this Plan pursuant thereto, together 

with all amendments then in effect. 

15.02 Conditions of Adoption 

The written adoption agreement shall specify: 

(a) The effective date of the Plan with respect to the employees of such member of the 

Controlled Group; and 

(b) Any limitations with respect to the credited service of employees of such member 

for service prior to the effective date of such adoption. 

15.03 Effect of Adoption 

Upon such member of the Controlled Group adopting the Plan: 

(a) Such member shall be deemed to be an Employer for all purposes under the Plan; 

(b) All employees of such member shall be subject to the provisions and requirements 

of participation in the Plan as set forth herein; and 

WWH000125



- 82 - 

(c) Each Employer shall have the obligation to make contributions for its respective 

employees who participate in the Plan and no others.  If an Employee is employed 

by more than one Employer, the required contributions on his behalf shall be 

prorated between the Employer on the basis of his Compensation from each. 
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ARTICLE XVI 

PARTICIPATING EMPLOYERS 

16.01 Adoption by Other Employers 

Notwithstanding any other provision of this Plan to the contrary, with the consent of the 

Principal Employer, any other corporation or entity, whether an affiliate or subsidiary or 

not, may adopt this Plan and all of the provisions hereof and participate herein and be 

known as a Participating Employer, by a properly executed document evidencing such 

intent and will of the Participating Employer. 

16.02 Requirements of a Participating Employer 

Each Participating Employer shall agree to be bound by the following requirements and 

limitations as a condition of Plan participation: 

(a) Each such Participating Employer shall be required to use the same Trustee as 

provided by the Plan. 

(b) The Trustee may, but shall not be required to, commingle, hold and invest as one 

Trust Fund all contributions made by Participating Employers, as well as 

increments thereof. However, the assets of the Plan shall be available to pay 

benefits to all Participants and Beneficiaries under the Plan on an ongoing basis 

without regard to the Employer or Participating Employer who contributed such 

assets. 

(c) The transfer of a Participant from or to a Employer or Participating Employer who 

is participating in this Plan, whether he is an Employee of a Employer or a 

Participating Employer, shall not affect such Participant’s rights under the Plan, and 

all benefits accrued under the Plan as well as his accumulated Years of Credited 

Service with the transferor or predecessor, and his Years of Service credited under 

the Plan, shall continue to his credit. 
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(d) Any expenses of the Plan and Trust that are paid by the Principal Employer or 

borne by the Trust Fund shall be allocated to each Participating Employer in 

accordance with a uniform, non-discriminatory policy established by the 

Committee. 

16.03 Designation Of Agent 

Each Participating Employer shall be deemed to be a party to this Plan; provided, however, 

that with respect to all of its relations with the Trustee and Committee for the purposes of 

this Plan, each Participating Employer shall be deemed to have designated irrevocably the 

Principal Employer as its agent. Unless a provision of this Plan specifically indicates to the 

contrary, the provisions shall apply to each Participating Employer who adopts the Plan. 

16.04 Employee Transfers 

It is anticipated that an Employee may be transferred between the Employer or a 

Participating Employers and in the event of such transfer; the Employee involved shall 

retain his accumulated Years of Credited Service, Years of Eligibility Service and Years of 

Service. No such transfer shall constitute a Severance From Service under the Plan. The 

Participating Employer to whom such Employee is transferred shall thereupon become 

obligated hereunder with respect to such Employee in the same manner as was the 

Employer or Participating Employer from whom the Employee was transferred. 

16.05 Amendment of the Plan 

Amendment of this Plan by the Principal Employer at any time where there shall be a 

Participating Employer hereunder shall only be by written action of each and every 

Participating Employer. 

16.06 Discontinuance of Participation 

Any Participating Employer may discontinue or revoke its participation in the Plan. At the 

time of such discontinuance or revocation, the Committee shall provide satisfactory 

evidence of the discontinuance of Plan and of any applicable conditions imposed on the 
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Participating Employer to the Trustee. The Trustee shall thereafter transfer, deliver and 

assign all assets allocable to the Participants of such Participating Employer to such new 

trustee as designated by such Participating Employer. However, in the event such 

Participating Employer has established a separate pension plan for its Employees, no such 

transfer shall be made if the result is the elimination or reduction of any protected benefits 

within the meaning of Section 411(d)(6) of the Code. If no successor trustee is so 

designated, the Trustee shall retain the assets for the Employees of that Participating 

Employer pursuant to the provisions of the Plan. Under no event shall any part of the 

corpus or income of the Trust as it relates to such Participating Employer be used for or 

diverted to purposes other than for the exclusive benefit of the Employees of such 

Participating Employer. 

16.07 Committee’s Authority 

The Committee shall have authority to make any and all necessary rules or regulations 

binding on all Participating Employers and all Participants to effectuate the purpose of this 

Article. 
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ARTICLE XVII 

MISCELLANEOUS 

17.01 Voluntary Plan 

The Plan is purely voluntary on the part of the Employer and each Participating Employer 

and neither the establishment of the Plan nor any amendment thereof, nor the creation of 

any fund or account, nor the payment of any benefits shall be construed as giving any 

Employee or any person any legal or equitable right as against the Employer, Participating 

Employers, the Trustee or the Committee unless the same shall be specifically provided for 

in this Plan or conferred by affirmative action of the Committee, a Employer or a 

Participating Employer in accordance with the terms and provisions of this Plan. Such 

actions shall not be construed as giving any employee or Participant the right to be retained 

in the service of any Employer or Participating Employer. All employees and/or 

Participants shall remain subject to discharge to the same extent as though this Plan had not 

been established. 

17.02 Non-Alienation of Benefits 

Participants, their spouses, and Beneficiaries shall be entitled to all the benefits specifically 

set out under the terms of the Plan, but said benefits or any of the property rights therein 

shall not be assignable or distributable to any creditor or other claimant of such Participant. 

 A Participant shall have no right to anticipate, assign, pledge, accelerate, or in any way 

dispose of or encumber any of the monies or benefits or other property which may be 

payable or become payable to such Participant, his or her spouse, or Beneficiary.  The 

preceding sentences shall also apply to the creation, assignment, or recognition of a right to 

any benefit payable with respect to a Participant pursuant to a domestic relations order, 

unless such order is determined to be a qualified domestic relations order, as defined in 

Section 414(p) of the Code. 
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17.03 Lost Participants 

If the Committee is unable, after reasonable and diligent effort, to locate a Participant, 

spouse, or Beneficiary who is entitled to payment under the Plan, the payment due such 

person shall be forfeited after three (3) years.  If such person later files a claim for such 

benefit, it shall be reinstated.  Notification by certified or registered mail to the last known 

address of such person shall be deemed a reasonable and diligent effort to locate such 

person.  

17.04 Limitation of Rights 

Nothing in the Plan expressed or implied is intended or shall be construed to confer upon or 

give to any person, firm or association other than the Employer, the Participating 

Employers, the Participants and their successors in interest any right, remedy or claim 

under or by reason of this Plan. 

17.05 Invalid Provisions 

In case any provision of this Plan shall be held illegal or invalid for any reason, said 

illegality or invalidity shall not affect the remaining parts of this Plan, but this Plan shall be 

construed and enforced as if said illegal and invalid provision(s) had never been inserted 

herein. 

17.06 One Plan 

This Plan may be executed in any number of counterparts, each of which shall be deemed 

an original. Said counterparts shall constitute but one and the same instrument and may be 

sufficiently evidenced by any one counterpart. 

17.07 Use and Form of Words 

Whenever any words are used herein in the masculine gender, they shall be construed as 

though they were also used in the feminine gender in all cases where they would so apply, 

and vice versa.  Whenever any words are used herein in the singular form, they shall be 

construed as though they were also used in the plural form in all cases where they would so 

apply, and vice versa. 
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17.08 Headings 

Headings of Articles and Sections are inserted solely for convenience and reference and 

constitute no part of the Plan. 

17.09 Governing Law 

The Plan shall be governed by and construed in accordance with the federal laws governing 

employee benefit plans qualified under the Internal Revenue Code and in accordance with 

the laws of the State of California where such laws are not preempted by the 

aforementioned federal laws. 

17.10 Participant Information 

All persons will promptly furnish information and proof to the Committee as to any and all 

facts which the Committee may reasonably require concerning any person affected by the 

terms of the Plan (including date of birth and satisfactory proof, by personal endorsement 

on benefit checks or otherwise, of the survival of any payee to the due date of any benefit 

payment). 

Each terminated Participant will inform the Committee of his changes of address.  All 

notices to any person from the Committee will be sent to the last known address of such 

person and there will be no further obligation to such person in the event any such 

communication is not received by the person. 

If any fact relating to a Participant or any other payee has been misstated, the correct fact 

may be used to determine the amount of benefit payable to him or to such other payee.  If 

overpayments or underpayments have been made because of such incorrect statement, the 

amount of any future payments may be appropriately adjusted. 

17.11 No Guarantee of Payment 

The Employer and Participating Employers expect to make such contributions to the Trust 

as may be required for the purpose of providing the benefits under the Plan, but neither the 
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Employer or Participating Employers nor any of its officers or Employees guarantee in any 

manner the payment of such benefits. 

17.12 Retirement Medical Benefits 

Supplement A to the Plan provides for the payment of certain medical benefits to retired 

Participants, their spouses and dependents from a retiree medical benefits account 

established and maintained under the Plan pursuant to Section 401(h) of the Code. Such 

medical benefits shall be funded by contributions to the Plan by the Employer in 

accordance with Supplement A. The foregoing terms and provisions of the Plan shall apply 

to Supplement A to the extent appropriate, but where the foregoing terms and provisions of 

the Plan conflict with those of Supplement A, the terms and provisions of Supplement A 

shall govern and control. 
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APPENDIX A 

PARTICIPATING EMPLOYERS 

Participating Employer Date of Coverage Special Plan Provisions  

Apple Valley Ranchos  See Years of Credited Service 

Water Company June 1, 1987 and Years of Service 

Mountain Water Company September 14, 1979 

Santa Paula Water Works, Ltd. January 23, 1980 
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SUPPLEMENT A 

RETIREMENT MEDICAL PLAN PROVISIONS 

A-1. Purpose.   

The purpose of this Supplement A is to provide for the payment of certain sickness, 

accident, hospitalization, and medical expenses (“medical benefits”) for certain Participants 

who retire under the Plan and their spouses and dependents.  The provisions of this 

Supplement A are intended to comply with Section 401(h) of the Code and the regulations 

there under. 

A-2. Definitions.    

For purposes of this Supplement A, the following terms have the following meanings: 

(a) Health Plan.   The term “Health Plan” means the Park Water Company Employee 

Benefit Plan. 

(b) Covered Retiree .   The term “Covered Retiree” means a former employee of the 

Company or any other employer under the Plan who is a Participant in the Plan, 

provided such former employee meets the requirements of coverage under the 

Health Plan.  In no event shall the term “Covered Retiree” include (1) a employee 

under the Health Plan for any period for which he would qualify as a retired 

employee under the Health Plan but fails to make contributions required of retired 

employees for continued coverage under the Health Plan or (2) a Key Employee.   

(c) Covered Dependent.   The term “Covered Dependent” means each of the 

dependents (as defined in Section 152 of the Code) of Covered Retirees, provided 

that such dependents meet the requirements for coverage under the Health Plan.  In 

no event, however, shall the term “Covered Dependent” include a Covered Retiree 

or other former employee of the Company. 

(d) Retiree medical Benefits.   The Term “Retiree Medical Benefits” means the benefits 

provided under the Health Plan for Covered Retirees and Covered Dependents that 

are in excess of the benefits provided through the VEBA trust. 
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(e) VEBA Trust.   The Park Water Company VEBA Trust fund maintained in 

connection with the Health Plan 

A-3. Retiree Medical Benefits Account.    

A Separate bookkeeping account (“Retiree Medical Benefits Account”) shall be maintained 

under the Plan and the trust to reflect any contributions made by the Company and allocated 

to the Retiree Medical Benefits Account in accordance with this Supplement A to fund 

Retiree Medical Benefits; charges for necessary or appropriate expenses attributable to the 

administration of the Retiree Medical Benefits Account; and the investment experience of 

the Retiree Medical Benefits Account.  The Retiree Medical Benefits Account shall be for 

recordkeeping purposes only and amounts contributed to that Account need not be invested 

separately but may be invested in any one or more funds maintained within the trust fund 

without identification of which investments are allocable to the Retiree Medical Benefits 

Account.  However, investment income, gains and losses must be allocated to the Retiree 

Medical Benefits Account in a reasonable manner. 

A-4.  Funding of Retiree Medical Benefits.   

 The Retiree Medical Benefits payable pursuant to this Supplement A shall be funded by 

contributions made from time to time by the Company at its discretion. The Company shall 

designate the portion of its contributions to the Retirement Plan that is to be allocated to the 

Retiree Medical Benefits Account.  Any such contributions will be reasonable in amount as 

determined by the application of reasonable actuarial principles.  Any amounts contributed 

to the Retiree Medical Benefits Account maintained pursuant to this Supplement A, and 

any income allocated to such account, shall be used only to pay Retiree Medical Benefits 

(including administrative expenses). 
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A-5. Conditions and Limitations as to Retiree Medical Benefits Account.    

Retiree Medical Benefits shall be provided for Covered Retirees and Covered Dependents 

pursuant to the provisions of this Supplement A, but subject to the following conditions and 

limitations: 

(a) Subordination of Benefits.   The Retiree Medical Benefits provided under this 

Supplement A shall at all times be subordinate to the retirement benefits provided 

by the Plan. 

(b) Nondiscrimination.   The Plan shall not discriminate in favor of highly compensated 

employees (as defined in Section 414(q) of the Code) of the Company.  Such 

nondiscrimination requirements shall be applied to the entire Plan, including this 

Supplement A. 

(c) Use of Retiree Medical Benefits Account Assets.   Amounts shall be disbursed from 

the payment of Retiree Medical Benefits Account for Retiree Medical Benefit 

expenses incurred by Covered Retirees and Covered Dependents as directed from 

time to time by the Committee of the Health Plan and as consistent with the Retiree 

Medical Benefits Accounts funding policy adopted by the Company. 

(d) Reversion.   Except as provided in paragraph (f) below, amounts held under the 

Retiree Medical Benefits Account shall only be available for the payment of Retiree 

Medical Benefits Covered Retirees and Covered Dependents and shall not be used 

for or diverted to any other purpose; provided, however, upon the satisfaction of all 

Retiree Medical Benefit liabilities any amounts remaining in the Retiree Medical 

Benefits Account shall be returned to the Company. 

(e) Forfeitures.   In the event a Covered retiree’s or Covered Dependent’s interest in 

receiving Retiree Medical Benefits is terminated or otherwise viewed as forfeited, 

any amount that may be viewed as a forfeiture shall be held in the Account and 

shall be used to provide Retiree Medical Benefits for Covered Retirees and Covered 

Beneficiaries. 

(f) Failure of Amendment to Qualify Initially.   In the event the Commissioner of 

Internal Revenue determines that the Plan, as amended, is not qualified under the 

Internal Revenue Code due to the addition of these Retiree Medical Benefits 

Account provisions, any contribution made to the Retiree Medical Benefits Account 
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by the Company incident to this qualification must be returned to the Company 

within one year after the date such qualification is denied, but only if the application 

for qualification is made by the time prescribed by law for filing the Company’s 

return for the taxable year in which this Plan amendment is adopted, as such later 

date as the Secretary of the Treasury may prescribe. 

A-6. Reservation of Right to Amend or Terminate Retiree Medical Benefits.    

The Company reserves the right to amend the provisions of this Supplement A from time to 

time, or to terminate at anytime the funding of Retiree Medical Benefits.  If such funding is 

terminated, amounts in the Retiree Medical Benefits Account shall continue to be used to 

pay Retiree Medical Benefit liabilities, If any. 

A-7. Use of Terms.   

 The terms and provisions of the Plan shall apply to this Supplement A except that where 

the terms and provisions of the Plan and this Supplement A conflict, the terms and 

provisions of this Supplement A shall govern and control. 
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EXHIBIT A 

PRIOR ANNUITY CONTRACT DATA 

I. Vandenberg Water Company Employees  

Name Total 

Bouslaugh, Ethyl R. $47.66 

Damwyk, Martin 16.71 

Jones, Donald E. 94.43 

Morris, William R 43.56 

Smith, Betty 24.50 

Terrones, Manuel G. 51.04 
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EXHIBIT B 

PRIOR PLAN BENEFITS 

I.. Mountain Water Company Employees (Benefits payable under the Life Annuity From) 

Name Total 

Bache, Warren ................................................................................................... $163.83 

Baldwin, LaMarr ................................................................................................. 230.69 

Frey, Gary ............................................................................................................. 83.84 

Kirkpatrick, Jerry ................................................................................................ 313.36 

Magone, Edmond L. ........................................................................................... 456.22 

II. Santa Paula Water Works, Ltd. Employees (Benefits payable under the Life Annuity

with 120 Guaranteed Monthly Payments)

Name Total

Atmore, Harlow ................................................................................................ $175.86 

Cervantez, Paul ..................................................................................................... 39.76 

Couch, Beverly ..................................................................................................... 60.18 

George, Frances .................................................................................................. 129.62 

Gomez, Ruben ..................................................................................................... 102.57 

Goodson, Robert ................................................................................................... 54.89 

Helms, Richard ....................................................................................................... 9.24 

Hill, Bill Leon ....................................................................................................... 88.33 

Holt, William ...................................................................................................... 422.82 

Jordon, Richard ..................................................................................................... 26.29 

Lister, John .......................................................................................................... 116.70 

Nasalroad, Fred ................................................................................................... 120.97 

Salas, Victor .......................................................................................................... 26.12 

Villa, Alexandria ................................................................................................... 16.61 

Wilde, George ..................................................................................................... 286.62 

HFB 1008685.1 W4302056
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WRAP-AROUND PLAN DOCUMENT 

FOR PARK WATER COMPANY 

 

Section 1. Purpose of Wrap-around Plan Document.  For purposes of meeting certain requirements 
of the Employee Retirement Income Security Act of 1974 (ERISA), Park Water Company and 
affiliates and subsidiaries (Employer) hereby adopts this Wrap-around Plan Document (the “Plan”), 
which incorporates the Insurance Policies, Health Care Reimbursement arrangement under the 
Cafeteria Plan, Retiree Medical Reimbursement Arrangement, contracts, summary plan descriptions 
(the “SPDs”), and/or other documents enumerated in Appendix A.  These documents describe the 
various components of the Plan under which benefits are provided to certain employees, retired 
employees and their eligible dependents.  The component Insurance Policies, Health Care 
Reimbursement arrangement under the Cafeteria Plan contracts, Retiree Medical Reimbursement 
Arrangement, SPDs and other documents enumerated in Appendix A govern the specific benefits 
available under the Plan and the limitations and exclusions applicable to those benefits.  In the event 
that any provision of this Plan is inconsistent with the language of any specific Insurance Policy, 
Health Care Reimbursement arrangement under the Cafeteria Plan, Retiree Medical Reimbursement 
Arrangement, contract, SPD or other document enumerated in Appendix A, the language of the 
specific component document shall control.  

Section 2. Identity of the Plan.   

Plan Name:    Park Water Company Employee Benefit Plan 

Plan Number:    501 

End of Plan Year:   December 31 

Plan  Sponsor:   Park Water Company 
     9750 Washburn Road 
     Downey, CA  90241-7002 

Plan Administrator:    Park Water Company 
     9750 Washburn Road 
     Downey, CA  90241-7002 
     Phone (562) 923-0711 

Agent for Service of Legal Process: Director of Human Resources 
     Park Water Company 
     9750 Washburn Road 
     Downey, CA  90241-7002 

Service of legal process may also be made upon the Plan 
Administrator. 

Employer Identification Number:     

Benefits Provided under the Plan:   Medical; Life; Dental; Accidental Death & Dismemberment; 
Vision; Long-term Disability; Short-term Disability; 
Voluntary Supplemental Life; Voluntary Supplemental 
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Accidental Death & Dismemberment; Employee Assistance 
Program; Wellness Program; Business Travel Accident Plan; 
Health Care Reimbursements under the Cafeteria Plan; and 
Retiree Medical Reimbursements 

Type of Administration:   Insurer, contract and self-insured administration 

Funding Medium:      Insurance policies; Health Care Reimbursement account 
claims under the Cafeteria Plan are paid from Employer’s 
general assets based on employee pre-tax contributions.  
Some retiree benefits are funded through a 501(c)(9) VEBA 
Trust and a 401(h) account under the Retirement Plan for 
Employees of Park Water Company.  Some benefits are 
provided under contractual arrangements.  See Section 9 
below for more detail. 

Trustees:     Trustee, Park Water VEBA Trust 
Bank of America, N.A. 
231 S. La Salle St. 14th Floor 
Chicago, IL  60604 

     Trustee, Trust Agreement for the Retirement Plan for 
Employees of Park Water Company 
Bank of America, N.A. 
231 S. La Salle St. 14th Floor 
Chicago, IL  60604 

Section 3. Effective Date.  The original effective date of this Plan was November 1, 1976.  The Plan is 
amended and restated effective January 1, 2014. This Plan document supersedes all prior Plan 
documents effective January 1, 2014. 

Section 4. Eligible Employees, Eligible Retired Employees and Eligible Dependents.  Employer 
has established the Plan for the exclusive benefit of its eligible employees, eligible retired employees 
and their eligible dependents.  Eligible employees, eligible retired employees and their eligible 
dependents for each of the underlying benefits are defined in the applicable documents enumerated in 
Appendix A.   

Notwithstanding the foregoing, for all benefits provided under the Plan:  

(a) an employee will not be an “eligible employee” unless treated as an employee on the books 
and records of the Company;  

(b) an employee will not be an “eligible employee” if the employee is a seasonal employee, that is 
an employee whose customary employment is fewer than seven (7) months a year;  

(c) an employee will not be an “eligible employee” if the employee is regularly scheduled to work 
fewer than thirty (30) hours per work week; and 

(d) an employee will not be an “eligible employee” if the employee is an “intern” on the books and 
records of the Company. 

“Eligible employees” are eligible for the benefits listed in Appendix C (I). 

An “eligible retired employee” is one who:  
(i) first became employed with Employer on or before May 3, 2005 and has been in 
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continuous employment with Employer since May 3, 2005; and 
(ii)  has attained age sixty-two (62); and 
(iii)  has at least ten (10) “Years of Credited Service” as defined in the Retirement Plan for 

Employees of Park Water Company; and  
(iv)  has retired directly from active employment with Employer under the Retirement Plan for 

Employees of Park Water Company and taken or commenced a Retirement Benefit. 
 
Based on the benefit distributed to them under the Retirement Plan for Employees of Park Water 
Company in 1997, Henry H. Wheeler, Jr. and Chayre M. Wheeler are deemed to have satisfied (iii) 
and (iv) immediately above at such time as they are no longer eligible employees. 

"Spouse" under this Plan includes an individual married to a person of the same sex if they were 
lawfully married in a state whose laws authorize the marriage of two individuals of the same sex, but 
does not include individuals who have entered into registered domestic partnerships, civil unions, or 
other similar formal relationships recognized under state law that are not denominated as a marriage 
under that state's law.  The foregoing is to be interpreted in accordance with Rev. Rul. 2013-17. 
 
“Eligible dependent” in this Plan includes a spouse if not otherwise specified in the applicable 
documents enumerated in Appendix A. The surviving spouse/dependent of a deceased eligible 
retired employee may continue as an eligible dependent after the death of the spouse/eligible 
retired employee, provided the surviving spouse/dependent (i) otherwise meets the eligibility 
requirements of the benefit arrangement as set forth in the Insurance Policies, Health Care 
Reimbursement arrangement under the Cafeteria Plan, Retiree Medical Reimbursement 
Arrangement, contracts, SPDs and other documents enumerated in Appendix A as the 
spouse/dependent of an eligible retired employee (notwithstanding that the eligible retired 
employee is deceased) and (ii) contributes the required premiums, if any.    
 
A participant, spouse or dependent will cease to participate in a particular benefit arrangement under 
the Plan as of the earliest of (a) the date on which the Plan terminates; or (b) the date on which the 
participant, spouse or dependent no longer meets the eligibility requirements of the benefit 
arrangement as set forth in the Insurance Policies, Health Care Reimbursement arrangement under the 
Cafeteria Plan, Retiree Medical Reimbursement Arrangement, contracts, SPDs and other documents 
enumerated in Appendix A; or (c) the date on which the participant, spouse or dependent no longer 
contributes the required premiums, (if any).  The ability of a participant whose employment has 
terminated to continue to participate in medical, dental, vision, wellness program, employee assistance 
plan coverage, Health Care Reimbursements under the Cafeteria Plan or Retiree Medical 
Reimbursement Arrangement (if any) shall be governed by the provisions of the relevant Insurance 
Policies, Health Care Reimbursement arrangement under the Cafeteria Plan, Retiree Medical 
Reimbursement Arrangement, contracts, SPDs and other documents enumerated in Appendix A, and 
by applicable law. 

Neither the spouse nor any dependent of an eligible employee who would qualify as an eligible retired 
employee if retired will be eligible for any retiree benefits as the spouse or dependent of the decedent 
if the eligible employee dies before retiring.   
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Section 5. Retiree Benefits; Benefit and Contribution Limitations Under the Plan.   

(a) Retiree Benefits.  Eligible retired employees who have not yet attained age 65 are 
eligible for the health insurance, dental and vision benefits listed in Appendix C (II), subject to the 
conditions set forth in Appendix D (the “Retiree Health, Dental and Vision Insurance”).  The eligible 
dependents under age 65 of such eligible retired employees are also eligible for Retiree Health, Dental 
and Vision Insurance.  Under no circumstances shall anyone participate in Retiree Health, Dental and 
Vision Insurance any longer than the last day of the calendar month in which the person attains age 65.   

Eligible retired employees who retire after they attain age 65 are eligible to participate in the 
Retiree Medical Reimbursement Arrangement set forth in Appendix E (the “Retiree Medical 
Reimbursement Arrangement”) on the day after they lose eligibility to participate in the Company’s 
insured health benefits as active employees.  The Retiree Medical Reimbursement Arrangement shall 
constitute a separate plan for purposes of it being a “retiree-only plan” under applicable law.   

On the last day of the month commensurate with or immediately following attainment of age 
65, eligible retired employees and surviving spouses who have been participating in the Retiree 
Health, Dental and Vision Insurance will no longer be eligible for those benefits.  On the first day of 
the month following attainment of age 65, those eligible retired employees and surviving spouses are 
eligible to participate in the Retiree Medical Reimbursement Arrangement.   

In general, when an eligible retired employee participates in the Retiree Medical 
Reimbursement Arrangement, the eligible dependents of the eligible retired employee will also be 
covered by that arrangement as set forth in Appendix E.   

(i) Notwithstanding, if an eligible retired employee who begins participating in the 
Retiree Medical Reimbursement Arrangement at or after attaining age 65 has a spouse/dependent who 
has not yet attained age 65, and that spouse is participating in the Company’s insured health benefits 
for active employees or the Retiree Health, Dental and Vision Insurance, that spouse/dependent may 
elect on a one-time basis to participate or continue to participate in the Retiree Health, Dental and 
Vision Insurance until the last day of the month commensurate with or immediately following his or 
her attainment of age 65 (in lieu of coverage under the Retiree Medical Reimbursement Arrangement), 
after which the spouse/dependent will be counted as a dependent of the eligible retired employee 
under the Retiree Medical Reimbursement Arrangement. 

(ii) Notwithstanding, if an eligible retired employee who participates in Retiree 
Health, Dental and Vision Insurance has a spouse who attains age 65 before him or her, that spouse 
will no longer be eligible for spousal coverage under the Retiree Health, Dental and Vision Insurance 
after the end of the month coincident with or immediately following the spouse’s attainment of age 65.  
On the first day of the month following attainment of age 65, that spouse is eligible to participate in 
the Retiree Medical Reimbursement Arrangement as a spouse/dependent.   

No eligible retired employee may participate in the Retiree Health, Dental and Vision 
Insurance and the Retiree Medical Reimbursement Arrangement simultaneously. 

(i) One-Time Retiree Benefit Election.  In accordance with this subsection (a), all 
eligible retired employees who have not yet attained age 65 will be given a one-time election upon 
retirement to decide whether they will participate in (i) the Retiree Health, Dental and Vision 
Insurance until they attain age 65, or (ii) the Retiree Medical Reimbursement Arrangement from their 
initial eligibility for retiree benefits.  If an eligible retired employee who has not yet attained age 65 
elects the Retiree Medical Reimbursement Arrangement from the date of initial eligibility for retiree 
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benefits, the spouse and any dependents of that eligible retired employee may not participate in the 
Retiree Health, Dental or Vision Insurance thereafter.  No eligible retired employee may participate in 
the Retiree Health, Dental or Vision Insurance after attaining age 65.  After attaining age 65, eligible 
retired employees are only eligible to participate in the Retiree Medical Reimbursement Arrangement.  
Accordingly, any eligible retired employee participating in the Retiree Health, Dental or Vision 
Insurance upon attaining age 65 will cease participation under those benefits and commence 
participation in the Retiree Medical Reimbursement Arrangement.   

The Plan Administrator shall prescribe the form of notice and election, determine the exact timing of 
this election, and accompany each notice and election form with an explanation of the options 
available to the eligible retired employee and his or her spouse/dependents.   

(b) Benefit and Contribution Limitations Under the Plan.  Except as otherwise 
provided in this document, all benefits under the Plan are provided through the Insurance Policies, 
Health Care Reimbursement arrangement under the Cafeteria Plan, Retiree Medical Reimbursement 
Arrangement, contracts, SPDs and other documents enumerated in Appendix A.  These documents 
describe the benefits under the Plan and the terms and conditions under which Plan benefits will be 
paid.  

Except as otherwise provided in this document, the limitations upon coverage and benefits under the 
Plan’s various benefit arrangements shall be set forth in the relevant Insurance Policies, Health Care 
Reimbursement arrangement under the Cafeteria Plan, Retiree Medical Reimbursement Arrangement, 
contracts, SPDs and other documents enumerated in Appendix A.   

No eligible employee, eligible retired employee, eligible dependent or any other person shall have any 
right, title or interest in, or claim upon, any assets of Employer (other than valid claims under the 
Health Care Reimbursement arrangement under the Cafeteria Plan), assets of the Trust Fund (as 
defined below), assets of the 401(h) Account (as defined below), or in or to any Employer 
contributions to those trusts, premium payments or contract payments.  All contributions made to and 
held under the Trust Fund and the 401(h) Account are for the sole purpose of paying premiums to 
provide benefits under the Plan and pay benefits under the Retiree Medical Reimbursement 
Arrangement.  As more fully described below, there is no right to future benefits under the Plan for 
which claims have not yet been incurred.  Neither the Trustees nor Employer in any way guarantee the 
payment of any benefit which may be or become due to any person under the Plan, except Employer 
will pay all valid claims under the Health Care Reimbursement arrangement under the Cafeteria Plan.  
The liability of Employer and the Trustees for payment of premiums, reimbursements under the 
Retiree Medical Reimbursement Arrangement, and contract payments under the Plan as of any date is 
limited solely to the then assets of the Trust Fund and the 401(h) Account. 

Section 6. Claims Fiduciaries.  Section 402 of ERISA directs Employer to designate one or more 
“named fiduciaries” under the Plan who jointly or severally have authority to control and manage the 
operation and administration of the Plan.  Accordingly, Employer hereby appoints the following 
“claims fiduciaries,” each with complete authority to review all claims for benefits and determine all 
benefit issues under the Plan relating to the particular Plan benefit arrangement for which it has been 
designated claims fiduciary.  In exercising its fiduciary responsibilities, each claims fiduciary shall 
have the fullest discretionary authority permitted under law to determine whether and to what extent 
eligible employees, eligible retired employees and eligible dependents are entitled to Plan benefits and 
to construe and interpret ambiguous or unclear terms of the Plan or any document referenced in 
Appendix A.  Each claims fiduciary shall be responsible for construing and interpreting the particular 
provisions of the Plan for which it has been designated a claims fiduciary in accordance with ERISA 
and the terms of the relevant Insurance Policy, Health Care Reimbursement arrangement under the 
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Cafeteria Plan, Retiree Medical Reimbursement Arrangement, contract, SPD or other documents 
enumerated in Appendix A.  Each claims fiduciary shall be deemed to have properly exercised its 
authority unless it has abused its discretion by acting arbitrarily or capriciously. 

The designation of any entity as a claims fiduciary under the Plan shall not create any right or 
expectation on the part of that entity to continue in that position for any particular period of time.  
Employer may, in its sole and absolute discretion and at any time, terminate, replace, substitute or 
otherwise remove any claims fiduciary under the Plan.  The claims fiduciaries for the Plan as of 
November 1, 2013 are set forth below.  These will change if there are changes to the Insurance 
Policies, Health Care Reimbursement arrangement under the Cafeteria Plan, Retiree Medical 
Reimbursement Arrangement, contracts, SPDs or other documents enumerated in Appendix A, and 
these pages in this Plan document shall be replaced without a formal Plan amendment any time any 
such change takes place.  (See Section 10, Plan Amendment and Termination, below.)   

Each claims fiduciary set forth below shall provide full and fair review of initial claims and claim 
denials (appeals) as required by Section 503 of ERISA and its regulations.  The fiduciary 
responsibilities of the claims fiduciaries shall be exercisable separately and not jointly, and each claims 
fiduciary's responsibilities will be limited to the specific benefit arrangements indicated below for the 
claims fiduciary. 

  

Claims Fiduciary Area of Fiduciary Claims Responsibility 
Anthem Blue Cross 
P.O. Box 60007 
Los Angeles, CA 90060-0007 

For health benefits under the Anthem Blue Cross 
contracts.   

For mental health and substance abuse services under 
the Anthem Blue Cross contracts, Anthem Blue 
Cross has contracted with Behavioral Health 
Network to act as the Plan’s “Mental Health Services 
Administrator.”  (See below.) 

 
Anthem Blue Cross 
P.O. Box 60007 
Los Angeles, CA 90060-0007 

For mental health and substance abuse services under 
the Anthem Blue Cross contracts.   

Metropolitan Life Insurance Company 
One Madison Avenue 
New York, NY 10010-3690 

For dental benefits under the Metropolitan Life 
Insurance Company contract.  
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Vision Service Plan 
3333 Quality Drive 
Rancho Cordova, CA  95670 

For vision benefits under the Vision Service Plan 
(VSP) contract.   

Metropolitan Life Insurance Company 
One Madison Avenue 
New York, NY 10010-3690  

For insured life, AD&D, long-term disability benefits 
and short-term disability benefits under the 
Metropolitan Life Insurance Company contracts.    

Hartford Life Insurance Company 
Hartford Plaza 
Hartford, Connecticut  06104 

For insured voluntary supplemental life and 
voluntary supplemental accidental death & 
dismemberment benefits under the Hartford Life 
Insurance Company contract.   

ADP 

2575 Westside Parkway 

Suite 500 

Alpharetta, GA  30004-3852 

For Health Care Reimbursements under the Cafeteria 
Plan.  

Empathia Pacific, Inc31416 Agoura Road 
Suite 180 
Westlake Village, CA  91361 
 

For Employee Assistance Program (EAP) benefits 
under the Empathia Pacific, Inc contract.   

CIGNA 
2 Liberty Place, 
1601 Chestnut St. 
Philadelphia, PA  19192 

 

For insured Business Travel Accident benefits under 
the CIGNA contract.   

 
Mercer Administration 
2610 Northgate Drive 
Iowa City, IA  52242 
 

For Wellness Program benefits under the Mercer 
Administration Wellness Services Agreement.   

Discovery Benefits, Inc. 
3216 – 13th Avenue South 
Fargo, ND 58103 
 

For benefit payments (reimbursements) under the 
Retiree Medical Reimbursement Arrangement 

Plan Administrator 
Park Water Company 
9750 Washburn Road 
Downey, CA  90241-7002 

All other claims areas not included above. 

Section 7. Employer as Named Fiduciary.  Per ERISA Section 402, in all aspects of Plan operation 
and administration other than the claims fiduciary responsibility set forth above, Employer is the Plan 
Administrator and named fiduciary of the Plan.  Employer may appoint and/or employ a person or 
persons to carry out its fiduciary responsibilities under the Plan.  Any such appointment or 
employment shall be solely at Employer’s expense.  Employer may employ one or more persons to 
render advice with regard to any responsibility it has under the Plan. 

In carrying out any of its duties with respect to the Plan, Employer shall have the authority to delegate 
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to its officers and employees such responsibilities as are imposed on Employer under the Plan and 
ERISA.  To the extent permitted by law, Employer shall indemnify all its officers and employees, and 
hold them harmless, from and against any claims relating to their actions or conduct relating to 
administration of the Plan, and the expenses (including attorneys' fees and amounts paid in settlement 
of any claims approved by Employer) of defending against such claims, except for claims arising from 
their gross negligence, willful neglect or willful misconduct.   

Section 8. Claims Procedures.  Claims for insured or contractual benefits under the Plan shall be filed 
with the insurer or contracting party providing the benefits.  The insurer or contracting party shall:  1) 
process the claims; 2) handle claimant requests for review of denied claims; and 3) make the final 
decision on denied claims.  Claims procedures and timing for those insured and contractual benefits 
shall be in accordance with Section 503 of ERISA and its regulations, as more completely set forth in 
the Insurance Policies, contracts, SPDs and other documents for each benefit arrangement set forth in 
Appendix A.  Claims for benefits under the Health Care Reimbursement arrangement under the 
Cafeteria Plan shall be filed with the administrator designated to receive claims and appeals under the 
Cafeteria Plan Document as in effect from time to time.  That administrator shall:  1) process the 
claims; 2) handle claimant requests for review of denied claims; and 3) make the final decision on 
denied claims.  Claims procedures and timing for the Health Care Reimbursement arrangement under 
the Cafeteria Plan shall be in accordance with Section 503 of ERISA and its regulations, as more 
completely set forth in the Cafeteria Plan Document.  Claims for benefits under the Retiree Medical 
Reimbursement Arrangement shall be governed by the claims and claims review procedures set forth 
in that arrangement. 

Section 9. Funding of Benefits.   

 (a) Definitions.  Where the following words and phrases appear in this Plan, they shall have the 
meaning set forth below, unless their context clearly indicates to the contrary. 

(i) 401(h) Account:  The separate account maintained under the Retirement Plan for 
Employees of Park Water Company for the funding of (A) hospitalization, medical, dental, vision and 
life insurance benefits for eligible retired employees and their eligible dependents who have not yet 
attained age 65 and (B) benefits under the Retiree Medical Reimbursement Arrangement.   

(ii) Key Employee:  An employee or eligible retired employee who, at any time, has 
been a "Key Employee" of Employer, as defined in Code Section 416(i). 

(iii) Trust Agreement:  The Park Water Company VEBA Trust, which agreement 
forms a part of this Plan. 

(iv) Trustee:  The Trustee or Trustees of the Trust Fund established and maintained 
under the Trust Agreement. 

(v) Trust Fund:  The Park Water Company VEBA Trust fund maintained in 
connection with this Plan. 

(b) Funding Rules.  Other than Health Care Reimbursements under the Cafeteria Plan, benefits 
under the Retiree Medical Reimbursement Arrangement and the strictly contractual arrangements 
described below, the Plan is funded through premium payments on the Insurance Policies. 

(i) Insurance Policies. 

(A) For Eligible Employees: 
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(I) Funding:  Premium payments for employee coverage under the 
Insurance Policies will be made through a combination of Employer and employee contributions.  
Employer will determine, in its sole discretion, what amounts, if any, employees will be required to 
contribute toward the cost of their coverage under each Insurance Policy. 

(II) Employer Contributions:  Employer shall contribute such 
amounts from time to time as it deems appropriate in its sole and absolute discretion to pay the 
premiums or other charges under the applicable Insurance Policies to provide the benefits payable 
under this Plan for eligible employees and their eligible dependents. 

(III) Employee Contributions:  An eligible employee may be required 
to contribute to the cost of the coverage provided by one or more of the Insurance Policies, as 
determined by Employer in its sole and absolute discretion.  Moreover, in accordance with the 
applicable Insurance Policy, each eligible employee may elect coverage for his or her eligible 
dependents. 

(B) For Eligible Retired Employees: 

(I) Funding:  Funding:  All premium payments for coverage of 
eligible retired employees and their eligible dependents under the Insurance Policies will be made from 
the Trust Fund and the 401(h) Account.  Through December 31, 1998, all premium payments for 
eligible retired employees and their eligible dependents will be made exclusively from the Trust Fund.  
The premium rates under the Insurance Policies in effect for the month of December 1998, will be the 
maximum premium rates that will be paid from the Trust Fund thereafter under any Insurance Policies, 
notwithstanding that those premium rates may increase beyond the December 1998 level.  Thus, 
commencing January 1, 1999, the Trust Fund will limit its premium payments for eligible retired 
employees and their eligible dependents under the Insurance Policies to whatever premium rates are in 
effect under the existing Insurance Policies in effect for December 1998.  Commencing January 1, 
1999, any premium payments due on the Insurance Policies for eligible retired employees and their 
eligible dependents not made from the Trust Fund will be made from the 401(h) Account. 

(II) Funding the Trust Fund:  Employer shall contribute such amounts 
to the Trust Fund from time to time in its sole and absolute discretion as it deems appropriate in order 
to enable the Trustee to pay (A) the designated portion of the premiums or other charges under the 
applicable Insurance Policies to provide the benefits payable under this Plan for eligible retired 
employees and their eligible dependents who have not yet attained age 65 and (B) benefits under the 
Retiree Medical Reimbursement Arrangement.  Notwithstanding the foregoing, such contributions for 
the benefit of Key Employees may be limited pursuant to Code Sections 415 and 419A(d). 

(III) Funding the 401(h) Account:  Employer shall contribute such 
amounts to the 401(h) Account from time to time in its sole and absolute discretion, as provided in the 
Retirement Plan for Employees of Park Water Company, in order for the Trustee of the Retirement 
Plan for Employees of Park Water Company to pay (A) the designated portion of the premiums or 
other charges under the applicable Insurance Policies to provide the benefits payable under this Plan 
for eligible retired employees and their eligible dependents who have not yet attained age 65 and (B) 
benefits under the Retiree Medical Reimbursement Arrangement, as provided above. Notwithstanding 
the foregoing, such contributions may be limited pursuant to Code Sections 415 and 401(h) or 
otherwise.  

(IV)  Contributions of Eligible Retired Employees:  Eligible retired 
employees may be required to contribute to the Trust Fund to pay some (or all) of the cost of the 
coverage provided to that eligible retired employee and his or her eligible dependents by one or more 
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of the Insurance Policies.  Moreover, in accordance with the applicable Insurance Policy, each eligible 
retired employee may elect coverage for his or her eligible dependents.  Employer will determine, in its 
sole and absolute discretion, what amounts, if any, eligible retired employees will be required to 
contribute to the Trust Fund to pay some (or all) of the cost of their coverage under each Insurance 
Policy.  

(V) Additional Employer Contributions: Employer may also 
contribute such amounts from time to time in its sole and absolute discretion as it deems appropriate in 
order to pay the premiums or other charges under the applicable Insurance Policies and otherwise to 
provide the benefits payable under this Plan for eligible retired employees and their eligible 
dependents, to the extent the premiums or other charges are not paid by the Trust Fund or the 401(h) 
Account. 

(ii) Contractual Arrangements.   

Benefits provided to eligible employees and eligible dependents under the 
Employee Assistance Program and the Wellness Program are provided strictly pursuant to separate 
contracts.  Employer makes payments to the parties delivering benefits under those arrangements to 
secure those benefits.  Neither employees nor dependents are currently required to contribute anything 
toward the provision of benefits under those contracts.  However, from time to time, Employer 
reserves the right, in its sole and absolute discretion, to determine what amounts, if any, eligible 
employees will be required to contribute toward the cost of their benefits under those contracts.   

(iii) The Health Care Reimbursement Arrangement Under the Cafeteria Plan. 

The payment of Health Care Reimbursement claims pursuant to the Health Care 
Reimbursement arrangement under the Cafeteria Plan is funded through elective withholdings from the 
compensation of employees eligible to participate in that arrangement, as provided in the Cafeteria 
Plan.  Once withheld from an employee’s compensation by Employer, those funds remain in the 
general account of Employer, are not held in trust and do not constitute plan assets, as more fully 
described in the Cafeteria Plan. 

(iv)  The Retiree Medical Reimbursement Arrangement. 

The payment of benefits under the Retiree Medical Reimbursement 
Arrangement is funded through the Trust Fund and the 401(h) Account.  Employer shall contribute 
such amounts to the Trust Fund and the 401(h) Account from time to time in its sole and absolute 
discretion as it deems appropriate in order to enable the Trustees to pay the benefits or other expenses 
incurred under the Retiree Medical Reimbursement Arrangement for eligible retired employees and 
their eligible dependents.  Notwithstanding the foregoing, any contributions for the benefit of Key 
Employees may be limited pursuant to Code Sections 415 and 419A(d).   

(v) Additional Funding Rules. 

Employees and eligible retired employees shall contribute to the Plan the 
amounts specified in Appendix B, as amended from time to time.  If an eligible retired employee has 
attained age 65 and is participating in the Retiree Medical Reimbursement Arrangement and his or her 
spouse continues participating in the Retiree Health, Dental or Vision Insurance under the rules set 
forth above, the monthly premium contribution for that spouse will be the amount resulting from 
deducting the monthly premium contribution set forth in Appendix B for employee only coverage from 
the monthly premium contribution set forth in Appendix B for employee + spouse coverage.  For 
example, if the employee + spouse monthly premium contribution set forth in Appendix B is $333.66 
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and the employee only monthly premium contribution set forth in Appendix B is $46.73, then the 
spouse must contribute a $286.93 premium each month to continue participating in the Retiree Health, 
Dental or Vision Insurance ($333.66 - $46.73 = $286.93).   

Any experience credits, refunds or rebates issued under the Patient Protection 
and Affordable Care Act’s medical loss ratio requirement, under an Insurance Policy shall be applied 
to pay welfare benefits to eligible employees, eligible retired employees and their eligible dependents, 
unless otherwise provided in that Insurance Policy or required by applicable law.  Employer may 
require different contribution levels for different classes of eligible employees and eligible retired 
employees, as permitted by law.  Employer may change the amount of required contributions for 
eligible employees, eligible retired employees, spouses and dependents at any time in its sole and 
absolute discretion.  Employer shall notify affected eligible employees, eligible retired employees and 
spouses of any change in required contributions. 

(c) Funding Policy.  The Plan's benefits are funded through Insurance Policy premium 
payments, contract payments, contributions to the Trust Fund or the 401(h) Account and employee 
elective deferrals for the Health Care Reimbursement arrangement under the Cafeteria Plan.  For all 
insured benefits, the insurer is responsible for investing the premiums and making benefit payments 
and/or providing services.  Eligible retired employee and Employer contributions for any retiree health 
coverage are deposited in the Trust Fund or the 401(h) Account, premiums for the health coverage of 
eligible retired employees and their eligible dependents are paid from those trusts and benefits are paid 
from the Trust Fund or the 401(h) Account pursuant to the Retiree Medical Reimbursement 
Arrangement.  The trustees of those trusts are responsible for investing the contributions and earnings 
on them, paying benefits under the Retiree Medical Reimbursement Arrangement and making 
premium payments.  For the contractual benefits, the benefit provider is responsible for investing the 
payments received and making benefit payments and/or providing services.  For the Health Care 
Reimbursement arrangement under the Cafeteria Plan, the withholdings from employees’ 
compensation are held by Employer in its general account until benefits are payable to the employee or 
forfeited pursuant to the terms of the Cafeteria Plan.   

(d) The Trust Fund.   

(i) Trust Fund.  Employer shall maintain the Trust Fund in connection with the Plan 
to fund benefits for eligible retired employees and their eligible dependents, the Trustee or Trustees of 
which shall be selected by Employer.  Employer contributions from time to time under the Plan for the 
benefit of eligible retired employees and their eligible dependents shall be paid into the Trust Fund as 
provided in Section 9.(b)(i)(B)(I), 9.(b)(i)(B)(II) and Section 9.(b)(iv) above. 

(ii) Appointment of Trustee.  One or more Trustees shall be appointed by 
Employer’s Board of Directors to manage and administer the Trust Fund.  The Trustee shall serve at 
Employer’s pleasure and shall have the rights, powers and duties as are provided in the Trust 
Agreement and to a fiduciary under ERISA. 

(iii) Responsibility of Trustee:  All contributions under this Plan which are paid to 
the Trustee shall be held, invested and reinvested by the Trustee.  All property and funds of the Trust 
Fund, including income from investments and from any other sources, shall be retained for the 
exclusive benefit of eligible retired employees and their eligible dependents, as provided in the Plan, 
and shall be used to pay insurance premiums for health benefits for eligible retired employees and their 
eligible dependents, to pay the benefits incurred under the Retiree Medical Reimbursement 
Arrangement for eligible retired employees and their eligible dependents, or to pay expenses of 
administration of the Plan, as it relates to eligible retired employees and their eligible dependents, and 
the Trust Fund to the extent not paid by Employer. 
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(iv) Bonding of Trustee.  No Trustee shall be required to furnish any bond or 
security for the performance of its duties under the Trust Fund or the Plan unless applicable law makes 
the furnishing of a bond or security mandatory. 

Section 10. Plan Amendment and Termination.  Although Employer established the Plan with the 
intent to maintain it indefinitely, Employer can amend or terminate the Plan at any time, except that no 
such amendment or termination shall permit the return or reversion to Employer of any part of the 
Trust Fund or any part of the 401(h) Account, nor permit the use or application of the Trust Fund or 
the 401(h) Account for the benefit of anyone other than eligible retired employees and their eligible 
dependents, except as otherwise provided in the trust agreements governing those trusts.   

In furtherance of the foregoing, Employer may amend or terminate the Insurance Policies, Health Care 
Reimbursement arrangement under the Cafeteria Plan, Retiree Medical Reimbursement Arrangement, 
contracts, SPDs and other documents enumerated in Appendix A, at any time in accordance with the 
provisions of those documents, and need not formally amend this document to do so.  Further, 
Employer may amend the schedules set forth in Appendix B at any time, and need not formally amend 
this document to do so.  Employer shall notify all eligible employees, eligible retired employees and 
eligible dependents of any such amendments or Plan termination that affect them as required by law.   

Except as specifically provided in the preceding paragraph, amendment or termination may be effected 
by written resolution of Employer.  Employer's decision to amend or terminate the Plan, or any or 
several of the Insurance Policies, contracts, the Health Care Reimbursement arrangement under the 
Cafeteria Plan, or the Retiree Medical Reimbursement Arrangement enumerated on Appendix A, is not 
a fiduciary decision that must be made solely in the interest of participants and beneficiaries, but is a 
business decision that can be made solely in Employer's interest.  Upon termination of the Plan, the 
Trustee, in accordance with the Trust Agreement, shall apply all the remaining assets of the Trust Fund 
in a uniform and nondiscriminatory manner exclusively toward the provision of benefits for or on 
account of eligible retired employees and their eligible dependents.  Upon termination of the Plan, the 
trustee of the 401(h) Account shall apply all the remaining assets of the 401(h) Account as provided in 
the Retirement Plan for Employees of Park Water Company.  

Notwithstanding the foregoing, the special rules on notice of amendment or termination set forth in the 
Retiree Medical Reimbursement Arrangement shall supersede anything in this Plan to the contrary. 

Section 11. Right of Reimbursement/Subrogation.  There shall be the rights of 
reimbursement/subrogation under the Plan as provided in the documents listed in Appendix A.  No 
equitable defenses will offset or mitigate those rights.   

Section 12. Plan Administrator.  Administration of the Plan shall be under the supervision of the Plan 
Administrator.  It shall be a principal duty of the Plan Administrator to see that the Plan is carried out 
in accordance with its terms, for the exclusive benefit of persons entitled to participate in the Plan 
without discrimination among them.  The Plan Administrator will have full power to administer the 
Plan in all of its details subject, however, to the terms of the Insurance Policies, Health Care 
Reimbursement arrangement under the Cafeteria Plan, Retiree Medical Reimbursement Arrangement, 
contracts, SPDs and other documents enumerated in Appendix A, and the requirements of ERISA.  For 
this purpose, the Plan Administrator’s powers will include, but will not be limited to, the following 
authority, within the complete discretion of the Plan Administrator, in addition to all other powers 
provide by this Plan:  (a) to make and enforce such rules and regulations as it deems necessary or 
proper for the efficient administration of the Plan; (b) to interpret the Plan, its interpretation thereof in 
good faith to be final and conclusive on all persons claiming benefits under the Plan; (c) to decide all 
questions concerning the Plan to the extent such questions are not determined under an Insurance 
Policy, the Health Care Reimbursement arrangement under the Cafeteria Plan, Retiree Medical 

ERISA PLAN 501 REVISED.DOC 01/01/2014        
12 WWH000154



 

 

Reimbursement Arrangement, a contract, SPD or other document enumerated in Appendix A; (d) to 
assist an insurance company, contracting party, the administrator of the Cafeteria Plan, or the 
administrator of the Retiree Medical Reimbursement Arrangement to compute the amount of benefits 
that will be paid; (e) to authorize the payment of benefits; (f) to appoint such agents, counsel, accounts, 
consultants and actuaries as may be required to assist in administering the Plan; and (g) to allocate and 
delegate its responsibilities under the Plan and to designate other persons to carry out any of its 
responsibilities under the Plan, any such allocation, delegation or designation to be by written 
instrument and in accordance with Section 405 of ERISA.  The Plan Administrator shall (i) establish 
and maintain separate accounts under the Trust Fund for the benefit of each Key Employee from which 
all medical and life insurance benefits after retirement shall be paid pursuant to Code Section 419A(d); 
(ii) instruct the Trustee and the trustee of the Retirement Plan for Employees of Park Water Company 
on the payment of premiums under the Insurance Policies; (iii) instruct the Trustee on the payment of 
benefits under the Retiree Medical Reimbursement Arrangement and (iv) see to the Plan’s compliance 
with the HIPAA Privacy Rules.  The insurance carriers under the Insurance Polices will have the 
complete discretion to interpret the Insurance Policies and determine benefits thereunder. 

Section 13. Limitation of Rights.  Employees shall have legally enforceable rights to the benefits 
provided in the Plan.  However, neither the establishment of the Plan nor any amendment of it will be 
construed as giving to any participant or other person any legal or equitable right against the Plan 
Administrator or Employer, except as expressly provided in this Plan, and in no event will the terms of 
employment or service of any participant be modified or in any way affected by the Plan. 

Section 14. Nonassignability of Rights.  The right of any participant to receive any benefit under the 
Plan shall not be alienable by the participant by assignment or any other method, and will not be 
subject to be taken by his creditors by any process whatsoever, and any attempt to cause such right to 
be so subjected will not be recognized, except to such extent as may be permitted under an Insurance 
Policy or required by law. 

Section 15. No Guarantee of Tax Consequences.  Neither the Plan Administrator nor Employer 
makes any commitment or guarantee that any amounts paid to or for the benefit of a participant will be 
excludable from the participant’s gross income for federal or state income tax purposes, or that any 
other federal or state tax treatment will apply to or be available to any participant. 

Section 16. Governing Law.  The Plan will be construed, administered and enforced according to the 
laws of California. 

Section 17.  HIPAA Governance.  As used herein, “protected health information” and “electronic 
protected health information” shall have the meanings ascribed to them in 45 CFR § 160.103.  
“Administrative safeguards,” “physical safeguards,” “security incident,” and “technical safeguards” 
shall have the meanings ascribed to them in 45 CFR § 164.304.  “Breach” shall have the meaning 
ascribed to it in 45 CFR § 164.402.  Any other terms used below that are defined in HIPAA shall have 
the meanings ascribed to them in HIPAA.   

 (a) Plan Administrator.  The Plan Administrator will ensure that the Plan complies with the 
HIPAA Privacy and Security Rules.  Specifically, the Plan Administrator will do the following on 
behalf of the Plan. 

  (i) Implement reasonable and appropriate policies and procedures regarding protected 
health information that are designed to comply with the standards, implementation specifications, or 
other requirements of the HIPAA Security Rule (45 CFR Part 160 and Subparts A and C of Part 164), 
Privacy Rule (45 CFR Part 160 and Subparts A and E of Part 164), and Breach Notification Rule (45 
CFR Part 164 Subpart D) (collectively, the “HIPAA Rules”). 
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(ii) Maintain the policies and procedures implemented to comply with the HIPAA Rules 
in written (which may be electronic) form. 

(iii) If a communication is required by the HIPAA Rules to be in writing, maintain such 
writing or an electronic copy. 

(iv) If an action, activity, or assessment is required by the HIPAA Rules to be 
documented, maintain a written (which may be electronic) record of the action, activity, or assessment.   

(v) Retain the documentation referenced in subparagraphs (ii)-(iv) above for the later of 
six years from the date of its creation or the date when it last was in effect; make such documentation 
available to those persons responsible for implementing the procedures to which the documentation 
pertains; and review the documentation periodically, updating as needed, in response to environmental 
or operational changes affecting the security of the electronic protected health information.  

(b) Employer.  Employer will comply with the HIPAA Rules, to the extent applicable.  
Specifically, Employer will do the following. 

(i) Implement administrative safeguards, physical safeguards, and technical safeguards 
that reasonably protect the confidentiality, integrity, and availability of the electronic protected health 
information that it creates, receives, maintains, or transmits on behalf of the Plan. 

(ii) Ensure that the adequate separation between the group health plan and the plan 
sponsor required by 45 CFR § 164.504(f)(2) is supported by reasonable and appropriate security 
measures. 

(iii) Ensure that any agent, including a subcontractor, to whom Employer provides 
protected health information agrees to implement reasonable and appropriate security measures to 
protect the information. 

(iv) Report any security incident of which Employer becomes aware to the Plan without 
unreasonable delay and in no case later than 60 days after the discovery of the breach. 

In witness whereof, Employer causes this instrument to be executed at Downey, California, restating 
the existing plan, effective as of January 1, 2014. 

By: 

_____________________________________   Title_________________________________  

For:      PARK WATER COMPANY 
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APPENDIX A 
 

INSURANCE POLICIES AND OTHER DOCUMENTS 

PROVIDING BENEFITS UNDER THE WRAP-AROUND PLAN DOCUMENT FOR 

PARK WATER COMPANY 

as of November 1, 2013 

As set forth in the Plan document, this Appendix may be changed by Employer without 
formal plan amendment. 

 

CARRIER / TPA CONTRACT # TYPE OF BENEFITS 

Anthem Blue Cross 
276216 
PPO Plan 
BCPPO Plan 
HMO Plan 

Medical 

Metropolitan Life Insurance 
Company 

1849712 Dental 

Metropolitan Life Insurance 
Company 

1849712 Life, Accidental Death & 
Dismemberment 

Metropolitan Life Insurance 
Company 

1849712 Long-Term Disability 

Metropolitan Life Insurance 
Company 

1849712 Short-Term Disability (MT)  

Vision Service Plan 12-161071 Vision 

Hartford Life  GL-704481 Supplemental Life 

Hartford Life 72-ADD-S05044 Voluntary Supplemental 
Accidental Death & 
Dismemberment 

CIGNA  ABL 449906 

ABL 449907 

Business Travel Accident 

Empathia Pacific, Inc Service Agreement Employee Assistance Program 

Mercer Administration Service Agreement Wellness Program 

ADP - FSA 17639 Health Care Reimbursement 

Discovery Benefits  Retiree Medical Reimbursements 
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APPENDIX B 
 

EMPLOYEE CONTRIBUTION SCHEDULE 

FOR EACH COVERAGE UNDER THE WRAP-AROUND PLAN DOCUMENT FOR 

PARK WATER COMPANY 

as of November 1, 2013 

As set forth in the Plan document, this Appendix may be changed by Employer without 
formal plan amendment. 

 

Coverage Employee 
Only 

Employee + 
Spouse 

Employee + 
Child(ren) 

Employee 
+ Family 

California 

Medical PPO/Vision 

Medical HMO/Vision 

Dental 

 

$46.73 

$30.16 

$11.47 

 

$333.66 

$214.51 

$  30.29 

 

$241.32 

$156.36 

$  25.53 

 

$550.34 

$354.25 

$  47.48 

Montana 

Medical /Vision 

Dental 

 

$46.73 

$10.25 

 

$233.83 

$  23.27 

 

$174.77 

$  19.17 

 

$375.65 

$  34.72 

Basic Life/AD&D 

Long Term Disability 

Short Term Disability (MT only) 

Employee Assistance Program 

Wellness Program 

 

100% Employer Paid 

Voluntary Supplemental Life 

Voluntary Supplemental AD&D 

100% Employee Paid 

Health Care Reimbursement under the 
Cafeteria Plan 

Fees are paid by Employer. 

Contributions are made by the Employees. 
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APPENDIX B (continued) 
 

EMPLOYEE CONTRIBUTION SCHEDULE 

FOR EACH COVERAGE UNDER THE WRAP-AROUND PLAN DOCUMENT 

 

Coverage Retiree 

Employee 
Only 

Retiree 

Employee + 
Non-

Medicare 
Spouse 

Retiree 

Employee 
+ 

Medicare 
Spouse 

Retiree 

Surviving 
Spouse 

 Medicare 

California 

Medical PPO/Vision 

Medical HMO/Vision 

Dental 

 

Variable depending upon years of service at retirement. 

See Human Resources for further information. 

Montana 

Medical PPO/Vision 

Dental 

 

Variable depending upon years of service at retirement. 

See Human Resources for further information. 

Basic Life Insurance (age 62 to 65) Variable depending upon years of service at retirement. 

See Human Resources for further information. 
 

ERISA PLAN 501 REVISED.DOC 01/01/2014        
3 WWH000159



 

 

 

APPENDIX C 
 

BENEFITS LIST BASED ON ELIGIBILITY TYPE 
 

I. Benefits for which “eligible employees” are eligible: 
 

Health Insurance 

Dental 

Vision 

Basic Life and ADD 

Long Term Disability 

Short Term Disability (Montana only) 

Wellness Program 

Employee Assistance Program 

Business Travel and Accident Insurance 

FSA – Health Care Reimbursement (Cafeteria Plan) 

FSA – Dependent Care (Cafeteria Plan) 

POP – Premium Only Plan (Cafeteria Plan) 

Voluntary Supplemental Life and ADD 

 

II. Benefits for which “eligible retired employees” who have not attained age 65 are eligible: 
 

Health Insurance 

Dental 

Vision 

Basic Life (until age 65)* 

 

*Basic Life (when you either elect not to continue or reach age 65) and Supplemental 

Life and Voluntary AD&D may be converted to individual personal policies. 
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APPENDIX D 

 

EARLY RETIREMENT, NORMAL RETIREMENT, WORKING PAST NORMAL 

RETIREMENT DATE, COBRA and POST RETIREMENT INSURANCE BENEFITS FOR 

EMPLOYEES HIRED BEFORE MAY 3, 2005 

 

1. Early Retirement  (Between Age 52 and 61) 
 
If you are eligible and take Early Retirement (between age 52 and 61) directly from active 
employment and you are enrolled in employee health care benefits, you will be offered health 
care coverage under the Consolidated Omnibus Budget Reconciliation Act (COBRA) and you 
will not be eligible for any other health benefits regardless of how many Years of Credited 
Service you have.  COBRA is the opportunity to continue the health, vision and/or dental 
insurance coverage you are actively enrolled in at the time you retire, for yourself and your 
currently covered dependents at the time of your Early Retirement.  You will be billed for 102% 
of the full premium (the employee portion and the Company portion of the premium plus a 2% 
administration fee).  You may continue with COBRA, as long as you qualify, which is normally 
18 months (but may be up to 36 months) after your Early Retirement.  You will also be offered 
the option of converting your Group Life Insurance, Supplemental Life and Voluntary AD&D to 
individual personal policies. 
 
 

2. Normal Retirement (Age 62 or Older) with Fewer Than 10 Years of Credited 
Service as Defined by the Retirement Plan for Employees of Park Water Company 

 
If you are eligible and take Normal Retirement (age 62 or older) directly from active 
employment and you are enrolled in employee health care benefits and you have fewer than 10 
Years of Credited Service you will be offered COBRA, and you will not be eligible for any other 
health benefits.  COBRA is the opportunity to continue the health, vision and/or dental insurance 
coverage you are actively enrolled in at the time you retire, for yourself and your currently 
covered dependents at the time of your Normal Retirement.  You will be billed for 102% of the 
full premium (the employee portion and the Company portion of the premium plus a 2% 
administration fee).  You may continue with COBRA, as long as you qualify, which is normally 
18 months but may be up to 36 months, after your Normal Retirement.  You will also be offered 
the option of converting your Group Life Insurance, Supplemental Life and Voluntary AD&D to 
individual personal policies. 
 
 

3. Normal Retirement (Age 62 or Older) with 10 Years of Credited Service or More as 
Defined by the Retirement Plan for Employees of Park Water Company 

 
(a) If you were hired on or after May 3, 2005 and you are eligible and take Normal 

Retirement (age 62 or older) directly from active employment and you are enrolled in employee 
health care benefits and you have 10 Years of Credited Service or more, you will be offered 
COBRA, and you will not be eligible for any other health benefits.  COBRA is the opportunity to 
continue the health, vision and/or dental insurance coverage you are actively enrolled in at the 
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time you retire, for yourself and your currently covered dependents at the time of your Normal 
Retirement.  You will be billed for 102% of the full premium (the employee portion and the 
Company portion of the premium plus a 2% administration fee).  You may continue with 
COBRA, as long as you qualify, which is normally 18 months but may be up to 36 months, after 
your Normal Retirement.  You will also be offered the option of converting your Group Life 
Insurance, Supplemental Life and Voluntary AD&D to individual personal policies. 
 

(b) If you were hired prior to May 3, 2005 and you are eligible and take Normal 
Retirement (age 62 or older) directly from active employment and you are enrolled in employee 
health care benefits and you have 10 Years of Credited Service or more and you have not 
attained age 65, you will be eligible for Post Retirement Insurance Benefits to continue the 
health, vision and/or dental insurance you are actively enrolled in at the time you retire. See 
“Retiree Benefits” in Section 5(a) of the Plan.  You will be responsible for a percentage of the 
total monthly premium, based upon your Years of Credited Service according to the schedule 
below.  You will also be able to continue your Group Life Insurance until age 65 by paying a 
percentage of the total monthly premium based upon your Years of Credited Service according 
to the schedule below.  You will be offered the opportunity to convert your Group Life Insurance 
to an individual personal policy the month in which you elect not to continue or become age 65, 
which ever occurs first.  If you elect not to convert, your Group Life Insurance coverage will 
stop when you elect not to continue.  Otherwise, your Group Life Insurance coverage will stop 
when you attain age 65.  When you take Normal Retirement, you will also be offered the option 
of converting your Supplemental Life and Voluntary AD&D to individual personal policies. 
 
 

4. Working Past Normal Retirement Date (Age 62 or Older) 
 
If you work past your Normal Retirement Date and you are regularly scheduled to work 30 hours 
or more per week, you will continue to have access to active employee benefits like any other 
active employee. 
 
If you are normally scheduled to work fewer than 30 hours per week (part-time) or otherwise do 
not qualify as an eligible employee under Section 4 of the Plan, you will not be eligible for active 
employee benefits, nor any of the benefits available to eligible retired employees, as long as you 
remain employed by the company and are not an eligible employee.   
 
If you are normally scheduled to work fewer than 30 hours per week (part-time) and you are not 
eligible for Post Retirement Insurance Benefits, you will have COBRA and conversion rights for 
benefits that were discontinued when you went to part-time status. 
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Post Retirement Insurance Benefits Premiums  
 
The Company will contribute for retirees described in subsection 3(b) above a percentage of the 
monthly health care benefits insurance premiums based upon your Years of Credited Service 
according to the schedule below.  You will be responsible for the remainder of the insurance 
premiums, if any.  You will lose coverage if you do not timely pay your share of the premiums. 
 
 

 
Retiree’s 

Years of Credited Service 

 
% of Premium for Group 
Life and Health Insurance 
the Company will pay for 

the Retiree* 
 

 
% of Premium for Group 

Health Insurance the 
Company 

will pay for the 
Retiree’s Dependent(s) 

30 100%  65.00% 
25 90%  58.50% 
20 75%  48.75% 
15 60%  39.00% 
10 50%  32.50% 

 
*The above described benefits, if offered, are strictly limited by the provisions of the plan in 
effect from time to time and are subject to change or elimination at any time at the sole 
discretion of the Company. 
 
For more information about the specific provisions of the current Group Life and Health 
Insurance Plans, please refer to the Summary Plan Descriptions or contact your local Human 
Resources Department. 
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APPENDIX E 

RETIREE MEDICAL REIMBURSEMENT ARRANGEMENT 

Park Water Company and affiliates and subsidiaries (“Employer”) hereby amends and 
restates in full this Retiree Medical Reimbursement Arrangement (this or the “Arrangement”), as 
a separate benefit arrangement under the Park Water Company Employee Benefit Plan (the 
“Wrap-Around Plan”).  This Arrangement constitutes a separate plan for purposes of it being a 
“retiree-only plan” under applicable law.   

1. PURPOSE

The purpose of this Arrangement is to help provide medical care for each
“eligible retired employee” as defined in the Wrap-Around Plan who has attained age 65, or who 
prior to age 65 elects to be covered by this Arrangement, and his or her “eligible dependents.” It 
is the intention of Employer that this Arrangement qualify as an accident and health plan within 
the meaning of §105 of the Internal Revenue Code of 1986 (the “Code”) and that the benefits 
payable under the Arrangement be eligible for exclusion from gross income under that section.  
This Arrangement constitutes a separate plan for purposes of it being a “retiree-only plan” under 
applicable law.   

2. PERMANENT PROGRAM OR ARRANGEMENT

(a) Employer intends that this Arrangement be a permanent program or
arrangement for the exclusive benefit of its eligible retired employees who have attained age 65, 
or who prior to age 65 elect to be covered by this Arrangement, and their eligible dependents. 
Nothing herein, however, shall prevent Employer from amending or terminating this 
Arrangement, provided the amendment or termination shall not, except as otherwise provided in 
Section 13(b) below, affect a claimant's rights to benefits under this Arrangement with respect to 
reimbursable expenses that have been incurred prior to the effective date of the termination. 

(b) The exclusive purpose of this Arrangement is to provide the medical 
benefits described in this Arrangement for eligible retired employees who have attained age 65, 
or who prior to age 65 elect to be covered by this Arrangement, and their eligible dependents.  
No benefits payable under this Arrangement shall be applied for any other purpose. 

3. EFFECTIVE DATE

The effective date of this restated document is January 1, 2014.  The Arrangement
was first effective January 1, 2013.  The records of the Arrangement shall be kept on a calendar 
year basis.  The Plan Year of the Wrap-Around Plan is the calendar year. 

4. ELIGIBILITY

(a) On the first day of the month following attainment of age 65, eligible
retired employees are eligible to participate in this Arrangement.  Eligible retired employees who 
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retire after they attain age 65 are eligible to participate in this Arrangement on the day after they 
lose eligibility to participate in the Company’s insured health benefits as active employees.  
Eligible retired employees who have yet to attain age 65 who elect (on a one-time basis upon 
initial eligibility for retiree benefits) to participate in this Arrangement under the terms of the 
Wrap-Around Plan shall be eligible to participate in this Arrangement on the day after they lose 
eligibility to participate in the Company’s insured health benefits as an active employee.  All 
these eligible persons are “Participants.”   

(b) Eligible dependents of Participants may receive benefits under this 
Arrangement as set forth in this document.  Eligible dependents include the Participant's spouse, 
domestic partner as defined by state law(s) and dependents who qualify as dependents under 
Code §152 (including a child placed with the Participant for adoption).  A Participant's eligible 
dependent who ceases to qualify as such shall cease to receive benefits under this Arrangement 
as provided in subsection 5(c) below.   

In general, when an eligible retired employee participates in this Arrangement, the 
eligible spouse/dependents of the eligible retired employee will also be covered by this 
Arrangement.   

(i) Notwithstanding, if a Participant who begins participating in this 
Arrangement at or after attaining age 65 has a spouse/dependent who has not yet attained age 65, 
and that spouse/dependent is participating in the Company’s insured health benefits for active 
employees or the Retiree Health, Dental and Vision Insurance, that spouse/dependent may elect 
on a one-time basis to participate or continue to participate in the Retiree Health, Dental and 
Vision Insurance until the last day of the month commensurate with or immediately following 
his or her attainment of age 65 (in lieu of coverage under this Arrangement), after which the 
spouse/dependent will be counted as a spouse/dependent of the Participant under this 
Arrangement.  The monthly premium contribution for that spouse/dependent is set forth in the 
Wrap-Around Plan.   

(ii) Notwithstanding, if an eligible retired employee who participate in 
Retiree Health, Dental and Vision Insurance has a spouse who attains age 65 before him or her, 
that spouse will no longer be eligible for spousal coverage under the Retiree Health, Dental and 
Vision Insurance after the end of the month coincident with or immediately following the 
spouse’s attainment of age 65.  On the first day of the month following attainment of age 65, that 
spouse is eligible to participate in this Arrangement as a spouse/dependent. 

(c) "Spouse" under this Arrangement includes an individual married to a 
person of the same sex if they were lawfully married in a state whose laws authorize the 
marriage of two individuals of the same sex, but does not include individuals who have entered 
into registered domestic partnerships, civil unions, or other similar formal relationships 
recognized under state law that are not denominated as a marriage under that state's law.  The 
foregoing is to be interpreted in accordance with Rev. Rul. 2013-17. 

(d) Neither the spouse nor any dependent of an active employee who would 
qualify as an eligible retired employee if retired will be eligible for any benefits under this 
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Arrangement as the spouse or dependent of the decedent if the active employee dies before 
retiring.   

5. PARTICIPATION

(a) Each eligible retired employee who has attained age 65, or who prior to
age 65 elects to be covered by this Arrangement under the terms of the Wrap-Around Plan, and 
each eligible retired employee who retires after attaining age 65, shall become a participant in the 
Arrangement (a “Participant”) on the effective dates set forth in Section 4 “ELIGIBILITY” 
above.   

(b) A Participant's eligibility to participate in the Arrangement ends on the 
date when the Participant dies.   

(i) When a Participant’s eligibility to participate in the Arrangement 
ends, claims for benefits may be submitted on behalf of the decedent by his or her representative 
for a period of 120 days following the death.  No claims submitted after that will be paid.  

(c) When the Participant dies, if the Participant leaves any surviving eligible 
dependents, those persons will continue to receive benefits under this Arrangement until, (i) for a 
spouse, the spouse dies, and (ii) for all other eligible dependents, the person is no longer an 
eligible dependent of the deceased Participant (not taking into account the Participant’s death).  
That means that the entirety of the Participant’s remaining account is eligible to reimburse 
eligible expenses incurred by the eligible dependent(s). 

(i) When an eligible dependent’s eligibility to participate in the 
Arrangement ends, claims for benefits incurred before eligibility ended may be submitted by the 
dependent, or in the event of death, on behalf of the dependent by his or her representative, for a 
period of 120 days following the date of death or the date eligibility ceased.  No claims 
submitted after that will be paid, and no claims incurred after the eligible dependent’s eligibility 
to participate in the Arrangement ends will be paid. 

(ii) All rights of an eligible dependent to receive benefits for claims 
incurred after the foregoing termination date shall be forfeited, unless the eligible dependent 
elects and pays for continuation of coverage under Section 10 below.   

For this and all purposes under this Arrangement, a claim will be considered to be 
incurred when the services relating to the claim are rendered. 

(d) All eligibility for benefits upon termination of this Arrangement shall be 
governed by subsection 13(b) below.  Except as provided in subsection 13(b) below, payment of 
benefits under this Arrangement will end when Employer terminates the Arrangement.    

(e) The Arrangement will provide benefits in accordance with the applicable 
requirements of any qualified medical child support order (“QMCSO”) as defined in §609 of the 
Employee Retirement Income Security Act of 1974 (“ERISA”) relating to a child of a 
Participant. Benefits payable under Section 6 pursuant to a QMCSO shall be paid to the child's 
custodial parent or legal guardian, or a government agency, as directed by the QMCSO. The 
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Arrangement shall provide benefits under any National Medical Support Notice (“NMSN”) 
treated as a QMCSO under the Arrangement's QMCSO and NMSN procedures. All QMCSO and 
NMSNs will be administered in accordance with the Arrangement's procedures. 

6. BENEFITS

(a) The Plan Administrator or its designee shall direct payment to each
Participant, up to (but not exceeding) the amount in his or her separate account at the time, such 
amounts as he or she has expended while a Participant for medical care for himself or herself and 
his or her eligible dependents, for which the Participant has submitted a valid claim, subject to 
the limits described in Section 9 below. 

(b) For purposes of this Arrangement, “amounts expended for medical care” 
means amounts paid for medical and dental care as defined in Section 213 of the Code, including 
but not limited to hospitalization, medical and dental services, prescription drugs, premiums for 
health insurance, medical supplies that are eligible for tax-free reimbursement, corrective lenses 
and eyeglass frames and transportation primarily for, and essential to, medical care, but only to 
the extent that the Participant or eligible dependent incurring the expense is not reimbursed for 
the expense through insurance or otherwise (other than under the Plan) as provided in Section 9 
below.  

7. FUNDING BENEFIT PAYMENTS

(a) Benefit payments under this Arrangement shall be made at the direction of
the Plan Administrator or its designee from the Park Water Company VEBA Trust fund or the 
401(h) account under the Retirement Plan for Employees of Park Water Company in accordance 
with the funding rules set forth in the Wrap-Around Plan.   

(b) Employer shall contribute such amounts to the Park Water Company 
VEBA Trust fund and/or the 401(h) account under the Retirement Plan for Employees of Park 
Water Company from time to time in its sole and absolute discretion as it deems appropriate in 
order to enable the Trustee to pay the benefits or other expenses incurred under this Arrangement 
for Participants and their eligible dependents.  Notwithstanding the foregoing, any contributions 
for the benefit of Key Employees may be limited pursuant to Code Sections 415 and 419A(d).  A 
Key Employee is a Participant who, at any time, has been a "Key Employee" of Employer as 
defined in Code Section 416(i).  

8. LIMIT ON BENEFITS PROVIDED

(a) On the first day of each calendar month commensurate with and following
the Arrangement’s effective date, Employer will credit to the separate account of each 
Participant the amounts set forth below.   
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Participant’s Years of Credited Amount Credited Monthly 
Service * with Employer 

10 $102 

15 $153 

20 $203 

25 $254 

30 or more $305 

* As set forth in the Wrap-Around Plan, “Years of Credited Service” is defined in the
Retirement Plan for Employees of Park Water Company 

If an eligible dependent is entitled to benefits, Employer will credit $51 a month to the separate 
account of that Participant for all eligible dependents whose entitlement to benefits is traced to a 
Participant.  In other words, the maximum monthly credit to a Participant’s account on account 
of the Participant’s one or more eligible dependents is $51.  Employer will continue this 
crediting after the death of the Participant as long as there are eligible dependents whose 
entitlement to benefits is traced to the deceased Participant.  There is no requirement that the $51 
credit go to pay benefits incurred by the eligible dependent(s), as opposed to the Participant.  
Notwithstanding, if an eligible dependent is entitled to benefits under this Arrangement when the 
retiree upon whom the eligibility is based is still participating in Retiree Health, Dental and 
Vision Insurance, (i) the monthly credit to the separate account will be only $51 and (ii) the 
account balance may be applied only to pay benefits incurred by the spouse.  When the retiree 
upon whom the spouse’s eligibility is based ends participating in Retiree Health, Dental and 
Vision Insurance and begins participating in this Arrangement, the spouse’s account shall 
continue separately from the account of the retiree and benefits incurred by the spouse shall be 
paid first from the spouse’s account until it is entirely depleted and the spouse’s account closed. 

(b) Employer may change or discontinue these amounts at any time 
prospectively upon no less than 30-days notice to the Participants.   

(c) At no time will a benefit payment be made to a Participant which causes 
the Participant’s separate account to go negative.  In that instance, the balance of the claim will 
carry over and be paid from future account credits.  If a Participant’s separate account is not fully 
distributed during a month or a calendar year in making benefit distributions to the Participant, 
the remaining balance will carry over to succeeding period(s).  No interest or earnings are 
credited on a Participant’s separate account.   

(d) To the extent that the valid claims of a Participant or eligible dependent 
fail to utilize the entirety of the Participant’s separate account under the rules of this 
Arrangement following termination of eligibility for benefits under this Arrangement, the 
remaining balance of that Participant’s account will be forfeited.    
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9. BENEFITS FROM ANOTHER SOURCE

(a) Reimbursement under this Arrangement shall be made only in the event,
and to the extent, that reimbursement for amounts expended, or payment, for medical care is not 
provided for under any insurance policy or under any other plan of Employer or another 
employer or under any federal or state law. If there is such a policy, plan or law in effect 
providing for such reimbursement or payment in whole or in part, then, to the extent of the 
coverage under that policy, plan or law, Employer shall be relieved of any and all liability under 
this Arrangement. 

10. CONTINUATION OF COVERAGE

(a) Eligibility for Continuation Coverage. A Qualified Beneficiary shall have
the right to elect to continue Medical Benefits under this Arrangement upon the occurrence of a 
Qualifying Event that would otherwise result in the person losing coverage under the 
Arrangement. 

COBRA coverage will consist of coverage which, as of the time the coverage is being 
provided, is identical to the coverage provided under the Arrangement to similarly situated 
beneficiaries under the Arrangement with respect to whom a Qualifying Event has not occurred. 
If coverage under the Arrangement is modified for any group of similarly situated beneficiaries, 
coverage will be modified in the same manner for Qualified Beneficiaries. 

COBRA coverage provided in this Section 10 shall not be conditioned upon or 
discriminate on the basis of lack of insurability or any health status factor. 

(b) Election of COBRA coverage. Any Qualified Beneficiary who desires 
COBRA coverage under this Arrangement must make an election during the applicable “election 
period” which begins on the date coverage would otherwise terminate under the Arrangement by 
reason of a Qualifying Event, and ends 60 days after that date or 60 days after the date the 
Qualified Beneficiary receives notice of his or her right to elect COBRA coverage, whichever is 
later. Unless specified otherwise in the election, any election by a Participant’s spouse to 
continue coverage under this Arrangement shall be deemed to be an election of COBRA 
coverage on behalf of any other Qualified Beneficiary who would otherwise lose coverage under 
the Arrangement by reason of the same Qualifying Event. 

(c) Notice Requirements. 

(i) At the time that coverage commences under this Arrangement, 
Participants and their spouses, if any, shall be given written notice of their rights under this 
Section 10. 

(ii) In the case of a Qualifying Event described in Section 10(h) below, 
a Qualified Beneficiary who is an eligible dependent of the Participant must notify the Plan 
Administrator within 60 days after the occurrence of that event. If the Qualified Beneficiary fails 
to notify the Plan Administrator of that Qualifying Event within that 60 day period, the Qualified 
Beneficiary shall forfeit his or her right to elect continuation coverage under this Section 10. 
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(iii) Each Qualified Beneficiary who is determined, under Title II or 
Title XVI of the Social Security Act, to have been disabled at any time during the first 60 days of 
Continuation Coverage is responsible for notifying the Plan Administrator of the determination 
of his disabled status within 60 days after the date of the determination. 

(iv) Each Qualified Beneficiary who meets the requirements of Section 
10(e)(ii), must notify the Plan Administrator within 30 days of the date of the final determination 
under Title II or Title XVI of the Social Security Act that the Qualified Beneficiary is no longer 
disabled. 

(v) In the case of a Qualifying Event described in Section 10(h)(i) or 
(iv) below, Employer will notify the Plan Administrator of the occurrence of the event within 30 
days of the occurrence of the event. 

(vi) Within 14 days after the Plan Administrator is notified of a 
Qualifying Event, the Plan Administrator shall notify any Qualified Beneficiary of his or her 
rights under this Section 10, provided that any notification given by the Arrangement to a 
Qualified Beneficiary who is a Participant’s spouse or a spouse or parent of another Qualified 
Beneficiary shall be deemed to be notification to all other Qualified Beneficiaries residing with 
the Qualified Beneficiary to whom notice was given. 

(vii) Each Qualified Beneficiary must notify the Plan Administrator in 
the form prescribed by the Plan Administrator of Continuation Coverage no later than the 60th 
day after the later of the date he or she would otherwise lose coverage or benefits under this 
Arrangement, or the date he or she received the notice of his rights to elect Continuation 
Coverage. Failure to provide this written election to the Plan Administrator within that 60 day 
period shall result in loss of the right to Continuation Coverage. 

(d) Premium Requirements.  

(i) A Qualified Beneficiary who has elected Continuation Coverage 
under this Section 10 must pay a monthly premium equal to 102% of the monthly contribution 
established for the Plan Year by the Plan Administrator for the period of coverage. In the case of 
a Qualified Beneficiary who is determined to have been disabled as described in Section 
10(c)(iii), the premium for Continuation Coverage is 150% of the applicable premium for any 
month after the 18th month of Continuation Coverage. 

(ii) Premiums for Continuation Coverage become payable 
commencing 45 days after the day on which the Qualified Beneficiary makes the initial election 
for Continuation Coverage. 

(e) Duration of Continuation Coverage. Continuation Coverage shall extend 
for the following periods (or until the occurrence of an event described in Section 10(f) below) 
beginning on the date of the Qualifying Event: 

(i) For a Qualifying Event in Section 10(h) below, coverage shall 
extend for 18 months following the date of the Qualifying Event. If, within 18 months after the 
date of a Qualifying Event described in Section 10(h), another Qualifying Event occurs, 
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Continuation Coverage shall extend for a period ending 36 months after the date of the first 
Qualifying Event. 

(ii) For a Qualifying Event described in Section 10(h) below, where a 
Qualified Beneficiary has given notice of disability as provided in Section 10(c)(iii): (i) 29 
months calculated from the date of the Qualifying Event; (ii) or the first day of the month 
commencing more than 30 days after a final determination that the Qualified Beneficiary is no 
longer disabled, provided that each Qualified Beneficiary must pay the applicable premium 
described in Section 10(d). The extension provided under this section shall apply to all covered 
family members of the disabled individual. 

(iii) For a Qualifying Event described in Section 10(h)(i), (ii) or (iii) 
below, coverage shall extend for 18 months, following the date of the Qualifying Event. 

(iv) In the case of a Qualifying Event described in Section 10(h)(iv), 
the period of coverage shall extend until the date of death of the former Participant. If the 
Qualifying Event described in Section 10(h)(iv) occurs after the death of the former Participant, 
the period of coverage shall extend until the date of death of the former Participant, the period of 
coverage shall extend until the date of death of the surviving spouse of the former Participant, or 
with regard to the surviving spouse or eligible dependents of a former Participant who dies after 
the Qualifying Event, coverage will continue until the date which is 36 months after the death of 
the former Participant. 

(f) Automatic Termination of Continuation Coverage. Continuation Coverage 
shall automatically cease at the earliest of the times specified below: 

(i) the date on which Employer ceases to provide any group health 
plan to any of its employees; 

(ii) 30 days after the date on which a premium for Continuation 
Coverage was due and not paid, or if later, the date on which the Participant would lose his or 
her coverage under this Arrangement due to failure to pay premiums when due. If an amount 
paid by the Qualified Beneficiary during this 30 day period is determined to be an amount not 
significantly less than the applicable premium, the premium shall be deemed paid in full. If a 
payment is made that is determined to be an amount significantly less than the applicable 
premium, the Qualified Beneficiary shall have an additional 30 days to complete the payment of 
the entire premium after notice of the deficiency is provided by the Arrangement. 

(iii) the date on which the Qualified Beneficiary first becomes, after the 
date of the election, covered under any other group health plan, as an employee or otherwise, 
which does not contain any exclusion or limitation with respect to any preexisting condition of 
the Qualified Beneficiary other than an exclusion or limitation that does not apply to (or is 
satisfied by) the Qualified Beneficiary by reason of chapter 100 of the Internal Revenue Code, 
part 7 of Title I of the Employee Retirement Income Security Act of 1974, or Title XXVII of the 
Public Health Service Act; 

(iv) the date on which the Qualified Beneficiary (other than the 
Participant) becomes entitled to benefits under Title XVIII of the Social Security Act; 
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(v) the date on which the period of coverage under 10(e) expires; or 

(vi) in the case of a Qualified Beneficiary who is determined to have 
been disabled at the time of a Qualifying Event as provided in Section 10(h) below, the month 
that begins more than 30 days after the date of the final determination under Title II or Title XVI 
of the Social Security Act that the Qualified Beneficiary is no longer disabled. 

(g) Certificate of Creditable Coverage. The Plan Administrator shall issue 
certificates of creditable coverage to Participants and eligible dependents whose coverage 
terminates (and to such individuals upon their written request within 24 months of the date of 
coverage termination) in compliance with the requirements of Code section 9801 and the 
regulations issued thereunder. The certificates of creditable coverage shall be issued in 
substantially the same form as the model certificate of creditable coverage that was promulgated 
with the regulations referenced in the prior sentence. The Plan Administrator shall respond in a 
reasonably prompt manner to any request for a certificate of creditable coverage by categories of 
coverage and may charge the party requesting such certification by categories of coverage a 
reasonable amount for the preparation of the certification. Certificate of creditable coverage shall 
be issued within a reasonable time after the occurrence of the following events: 

(i) when the Qualified Beneficiary loses coverage under the 
Arrangement (regardless of whether the Qualified Beneficiary is eligible for Continuation 
Coverage as provided in Section 10 or similar continuation coverage under state law), provided 
that if the certificate of creditable coverage is issued as a result of a Qualifying Event, the 
certificate of creditable coverage shall be issued to the covered person no later than the time the 
Plan Administrator provides the COBRA notice to the Qualified Beneficiary under Section 10(c) 
of this Arrangement; 

(ii) when a Qualified Beneficiary's Continuation Coverage ends 
pursuant to Section 10(f) (regardless of whether the Qualified Beneficiary previously received a 
Creditable Coverage Certificate as provided in paragraph (i) above; or 

(iii) the Arrangement receives a written request from a Qualified 
Beneficiary within 24 months of the date that the Qualified Beneficiary ceased benefiting under 
the Arrangement. 

The Plan Administrator may issue one certificate of creditable coverage to a family 
losing coverage provided the Participant and all eligible dependents are shown on the certificate 
and the period of coverage for each such person is either the same or is clearly shown separately. 
If a family loses coverage at the same time, the Plan Administrator may in its sole discretion 
determine whether to send one certificate of creditable coverage covering the Participants and all 
eligible dependents in the family and naming the Participants and all eligible dependents, or 
issue a separate certificate of creditable coverage to each of the Participant and the eligible 
dependents showing the creditable coverage for each such person on each separate certificate of 
creditable coverage. 

(h) Qualifying Events. “Qualifying Event” means: 

(i) the death of a Participant; 
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(ii) the divorce or legal separation of a Participant from his or her 
spouse; 

(iii) a child of a Participant ceasing to be an eligible dependent of a 
Participant; or 

(iv) a proceeding in a case under Title 11, United States Code, with 
respect to the employer from whose employment the Participant retired at any time. 

(i) Qualified Beneficiary. “Qualified Beneficiary” means any person who, as 
of the day before a Qualifying Event, is the eligible dependent of the Participant who incurred 
the Qualifying Event, provided however that an eligible dependent is not a Qualified Beneficiary 
if, as of such day, the dependent is: 

(i) covered under the Arrangement by virtue of the election of 
Continuation Coverage pursuant to Section 10 by another person; or 

(ii) already a Qualified Beneficiary by reason of a prior Qualifying 
Event. 

Any child born to or placed for adoption with a Participant during a period of 
Continuation Coverage is a Qualified Beneficiary on the date of birth or as of the date of the 
placement for adoption. 

A person who fails to elect Continuation Coverage within the Election Period shall cease 
to be considered a Qualified Beneficiary. 

(j) FMLA. If a Participant takes a leave of absence under the federal Family 
and Medical Leave Act of 1993 (“FMLA”), benefits shall continue to be paid under Section 10 
as if the Participant remained in active employment. The Participant shall be considered to have 
terminated employment with Employer on the earliest to occur of: (i) the date the Participant 
notifies Employer of his or her intent not to return to employment; (ii) the date the Participant 
fails to return to employment at the end of the leave of absence; or (iii) the effective date of 
termination of the Arrangement. If a Participant who is a “key employee” as defined under the 
FMLA is notified by Employer that substantial or grievous economic injury will result from 
restoration of his or her employment, the key employee's entitlement to benefits under the 
Arrangement continues until the earliest of: (i) the date the key employee notifies Employer that 
he or she does not desire restoration of employment at the end of his or her leave of absence; (ii) 
the date his or her leave entitlement is exhausted; or (iii) the date restoration of employment is 
denied by Employer. 
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11. CLAIMS AND CLAIMS REVIEW PROCEDURES

(a) Submission of Claims. Benefit claims under this Arrangement shall be 
made in the manner prescribed by the Plan Administrator by submitting a reimbursement form in 
writing to the Plan Administrator or its designee, in such form as the Plan Administrator may 
prescribe, setting forth: (i) the amount, date and nature of the expense with respect to which a 
benefit is requested; (ii) the name of the person, organization or entity to which the expense was 
paid; (iii) the name of the person for whom the expense was incurred and, if such person is not 
the Participant requesting the benefit, the relationship of the person to the Participant; (iv) the 
amount reimbursed, or expected to be reimbursed, under any insurance arrangement or other 
plan, with respect to the expense; and (v) such other information as the Plan Administrator may 
from time to time require.  The form shall be accompanied by copies of bills, invoices, receipts 
canceled checks or other statements showing the amounts of the expenses, together with any 
additional documentation that the Plan Administrator may request.   

(b) Deadline.  Subject to subsections 5(b) and (c) above, all claims must be 
postmarked to the appropriate Claims Administrator no later than 180 days after the end of the 
calendar year in which the expense was incurred. Claims postmarked after that deadline will be 
denied as untimely. Notwithstanding, claims made by the Department of Health and Human 
Services, or one of its agencies or subcontractors under the Medicare Secondary Payer Statute 
must be submitted to the Arrangement within three years of the date on which the expense was 
incurred. 

(c) Claims Procedures. The Claims Administrator shall notify the claimant 
within a reasonable period of time and no later than 30 days after receipt of the Claim of the 
decision on the Claim. Any adverse benefit determination on a Claim shall include the 
information shown below. The initial period for determination on a Claim may be extended one 
time by the Claims Administrator for up to 15 days provided the Claims Administrator both 
determines that an extension is necessary due to matters beyond the control of the Arrangement, 
and notifies the claimant prior to the expiration of the initial 30 day period of the circumstances 
requiring the extension and the expected date by which the Arrangement expects to render a 
decision. If the extension is necessary due to the need for additional information, the notice to the 
claimant must specifically describe the additional information needed and provide the claimant 
with at least 45 days in which the claimant may respond. In the event a claimant is notified of the 
need for additional information, the time period for processing the Claim shall not begin to run 
again until the additional information is received from the claimant or his authorized 
representative. 

(d) Explanation of Denial of a Claim. Explanation of a claim denial shall be 
sent to the claimant and shall set forth, in a manner calculated to be understood by the claimant, 
the following information: 

(i) The Claims Administrator's adverse determination. 

(ii) The specific reason or reasons for the adverse determination. 
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(iii) Specific reference to the pertinent Arrangement provisions on 
which the denial is based. 

(iv) A description of any additional materials or information necessary 
for the claimant to perfect the claim, and an explanation of why such information is necessary. 

(v) A description of the Arrangement's review process for claims and 
applicable time limits on such review and a statement of the claimant's right to bring a civil 
action under section 502(a) of ERISA following an adverse benefit determination. 

(vi) In the event an internal rule, guideline, protocol or similar criterion 
was relied upon in making the determination, either a copy of such rule or guideline or a 
statement that a copy of the rule or guideline, etc. will be provided to the claimant free of charge 
upon request. 

(e) Appeal for Denial of Claim for Medical Benefits. 

(i) Claimant's Appeal Requirements and Rights. If a claimant's benefit 
claim is denied either in whole or in part by the Claims Administrator, the claimant shall have 
180 days from receipt of an adverse benefit determination on a benefit claim to submit a written 
request for appeal to the Claims Administrator. If a claimant disagrees with the claim denial, the 
claimant must file a written request for appeal. A claimant should submit written comments, 
documents, records and all other information relating to the benefit claim. A claimant may 
request reasonable access to and copies of all documents, records, and other information relevant 
to the claim. The claimant shall be provided this information free of charge. The review of the 
initial adverse determination will take into account all comments, documents, records and other 
information that is submitted, regardless of whether such information was submitted and 
considered in the initial determination of the claim. The claimant will also be provided a review 
that does not afford deference to the initial adverse determination to be conducted by someone 
who is neither the individual who made the initial determination nor the subordinate of such 
individual. 

(ii) First Level of Appeal for Denial of Claim for Medical Benefits. All 
first level appeals for the denial of a benefit claim shall be reviewed by the Claims Administrator 
as defined herein. If, after reviewing the appeal and any further information that the claimant 
submitted, the Claims Administrator denies the claim, either in whole or in part, a notice (which 
will be provided to the claimant in writing by mail or hand delivery, or through E-mail) will be 
provided to the claimant within a reasonable period of time, but not later than either 30 days 
from the day the claimant's request for a review was received. 

(iii) Second Level of Appeal for Denial of Claim for Medical Benefits. 
If, after reviewing the first level of appeal and any further information that the claimant has 
submitted, the Claims Administrator denies the benefit claim either in whole or in part, and the 
claimant disagrees with the denial, the denial must be appealed by requesting a review of the 
benefit claim by the Plan Administrator. The Plan Administrator must receive a written request 
for an appeal within 90 days of the date the claimant received notice that the benefit claim was 
denied. 
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The remainder of the second level appeal for a denial of a benefit claim will be handled 
as discussed above. The request for a second level appeal should be mailed to the Plan 
Administrator. 

If, after reviewing the appeal and any further information that the claimant has submitted, 
the Plan Administrator denies the second level appeal, either in whole or in part, a notice (which 
will be provided to the claimant in writing by mail or hand delivery, or through E-Mail) will be 
provided to the claimant within a reasonable period of time, but not later than 30 days from the 
day the request for a review was received by the Plan Administrator. 

The notice describing the decision shall include the information described above. 

12. ADMINISTRATION

(a) The Plan Administrator under the Wrap-Around Plan shall have authority
and responsibility to control and manage the operation and administration of this Arrangement.  

(b) It shall be a principal duty of the Plan Administrator to see that the 
Arrangement is carried out in accordance with its terms, for the exclusive benefit of persons 
entitled to participate in the Arrangement without discrimination among them.  The Plan 
Administrator will have full power and discretionary authority to administer the Arrangement in 
all of its details subject, however, to the requirements of ERISA.  For this purpose, the Plan 
Administrator’s powers will include, but will not be limited to, the following authority, in 
addition to all other powers provided by this Arrangement:  (i) to make and enforce such rules 
and regulations as it deems necessary or proper for the efficient administration of the 
Arrangement; (ii) to interpret the Arrangement, its interpretation thereof in good faith to be final 
and conclusive on all persons claiming benefits under the Arrangement; (iii) to decide all 
questions concerning the Arrangement and the eligibility of any person to participate in the 
Arrangement; (iv) to compute the amount of benefits that will be payable to any Participant in 
accordance with the provisions of the Arrangement, and to determine the person to whom such 
benefits will be paid; (v) to authorize the payment of benefits; (vi) to authorize the payment of 
Arrangement expenses from the Park Water Company VEBA Trust and 401(h) account; (vii) to 
appoint such agents, counsel, accountants, consultants and actuaries as may be required to assist 
in administering the Arrangement; (viii) to appoint the Claims Administrator; and (ix) to allocate 
and delegate its responsibilities under the Arrangement and to designate other persons to carry 
out any of its responsibilities under the Arrangement, any such allocation, delegation or 
designation to be by written instrument and in accordance with Section 405 of ERISA. 

(c) The Plan Administrator will make available to each Participant such of his 
or her records under the Arrangement as pertain to him or her, for examination at reasonable 
times during normal business hours.  

(d) In administering the Arrangement, the Plan Administrator will be entitled, 
to the extent permitted by law, to rely conclusively on all table, valuations, certificates, opinions 
and reports that are furnished by any accountant, counsel or other expert employed or engaged 
by the Plan Administrator. 
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(e) The Plan Administrator will be a “named fiduciary” for purposes of 
Section 402(a)(1) of ERISA with authority to control and manage the operation and 
administration of the Arrangement, and will be responsible for complying with all of the 
reporting and disclosure requirements of Part 1 of Subtitle B of Title I of ERISA.   

(f) Employer will indemnify and defend to the fullest extent permitted by law 
any employee serving as the Plan Administrator, as a member of a committee designated as Plan 
Administrator (including any employee or former employee who formerly served as Plan 
Administrator or as a member of that committee) or as the Claims Administrator against all 
liabilities, damages, costs and expenses (including attorneys fees and amounts paid in settlement 
of any claims), except for claims arising from their gross negligence, willful neglect or willful 
misconduct, as provided in Employer’s standard Indemnification Agreement for ERISA 
fiduciaries.   

13. AMENDING OR TERMINATING THE ARRANGEMENT

(a) Amendment of Arrangement.  Employer reserves the power at any time or
times to amend the provisions of the Arrangement to any extent and in any manner that it may 
deem advisable, by a written instrument signed by one or more authorized officers of Employer.  
Any reduction in the amounts credited to the Participants’ accounts will only be effective no 
sooner than 30 days following mailing of written notice to the Participants of the reduction, 
which notice shall specify the effective date of the reduction. 

(b) Termination of Arrangement.  Employer reserves the power at any time or 
times without liability to terminate the Arrangement by a written instrument signed by one or 
more authorized officers of Employer.  Termination of the Arrangement shall be effective no 
sooner than 30 days following mailing of written notice to the Participants of the termination, 
which notice shall specify the effective date of the termination.  Upon termination of the 
Arrangement, further reimbursements shall be made only in accordance with the following.  The 
Participants shall be entitled to reimbursement only for expenses incurred prior to the effective 
date of the termination that would ordinarily be covered under this Arrangement, and only if the 
Participant applies for such reimbursement in accordance with Section 10(a) on or before the 
90th day following the date of termination.  The Participants will not be entitled to 
reimbursement for expenses incurred on or after the effective date of the termination. 

14. MISCELLANEOUS

(a) Construction of Terms in Gender Neutral Manner. All terms expressed in
this Arrangement shall be deemed to include the feminine and neuter genders and all references 
to the plural shall be deemed to include the singular and vice versa, all as proper construction 
shall dictate. 

(b) Governing Law. To the extent not preempted by ERISA, questions 
concerning the proper interpretation of the terms of this agreement shall be determined in 
accordance with the law of the State of California, where Employer's principal business office is 
located. 
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(c) Availability of Documents. The Plan Administrator shall keep a copy of 
this Arrangement document and any other disclosure documents relating to it (including, but not 
limited to, summary plan descriptions) that are in the public domain on file at its office where 
Participants may inspect them during Employer's regular business hours. Upon request, 
Employer shall provide a Participant or eligible dependent with copies of these documents. 
When the Plan Administrator provides those documents, the Plan Administrator may charge the 
requesting party a reasonable charge for photocopying these materials. 

(d) Arrangement Document Governs. This document (along with the Wrap-
Around Plan documentation) contains all of the operative provisions of this Arrangement. Any 
conflict between the provisions of this document and any other Employer document purporting 
to explain the rights, benefits, or obligations of the parties under this Arrangement shall be 
resolved in favor of this Arrangement document. In the event that a tribunal of competent 
jurisdiction shall determine in a final judgment or decree that one or more of the provisions of 
this Arrangement is invalid due to the provisions of applicable law, this Arrangement shall be 
interpreted as if the offending language had been stricken from its provisions and the remainder 
of the Arrangement document shall continue in full force and effect. 

(e) Participants shall have legally enforceable right to the benefits provided in 
the Arrangement.  However, neither the establishment of the Arrangement nor any amendment to 
it will be construed as giving to any Participant or other person any legal or equitable right 
against the Plan Administrator or Employer, except as expressly provided in this Arrangement or 
by law. 

(f) The right of any Participant to receive any reimbursement under the 
Arrangement shall not be alienable by the Participant by assignment or any other method, and 
will not be subject to be taken by his or her creditors by any process whatsoever, and any attempt 
to cause such right to be so subjected will not be recognized, except to such extent as may be 
required by law.  This specifically precludes any assignment of benefits to providers.  This shall 
not preclude use of debit cards provided under the Arrangement. 

(g) It is the Employer’s belief that the benefits under this Arrangement are not 
taxable income to the Participants.  However, neither the Plan Administrator nor Employer 
makes any commitment or guarantee that any amounts paid to or for the benefit of a Participant 
will be excludable from the Participant’s gross income for federal or state income tax purposes, 
or that any other federal or state tax treatment will apply to or be available to any Participant.  It 
shall be the obligation of each Participant to determine whether each payment is excludable from 
the Participant’s gross income for federal and state income tax purposes, and to notify Employer 
if the Participant has reason to believe that any such payment is not so excludable.   

(h) If any Participant receives one or more payments or reimbursements under 
this Arrangement that are not eligible for reimbursement, (i) the Participant will reimburse the 
Plan for such payment and (ii) the Participant shall indemnify and reimburse Employer for any 
liability it may incur for failure to withhold federal or state income tax or Social Security tax 
from such payment or reimbursements, and no equitable defenses will apply to those repayment 
obligations.     
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In adoption of this Arrangement document, these authorized officers of Employer have 
set forth their signatures below this 18th day of December, 2013. 

PARK WATER COMPANY 

By:
Mary A. Young 
Senior Vice President, Administration 

HFB 1289772.4 W4302056
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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 

WWH000194



7

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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EXECUTION VERSION 

 LA\2358131.5 

ANCILLARY MATTERS AGREEMENT 

This Ancillary Matters Agreement (this “Agreement”), dated as of February 28, 2012, is 
made by and between Western Water Holdings, LLC, a Delaware limited liability company (the 
“Company”) and Christopher Schilling (the “Executive”).  

WHEREAS, the Company, PWC Merger Sub, Inc., a California corporation and wholly 
owned subsidiary of the Company (“Merger Sub”), Park Water Company, a California 
corporation (“Park Water”), 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 Merger Sub will merge with and into Park Water, with Park Water surviving the merger 
as a wholly owned subsidiary of the Company;   

WHEREAS, at the time of the execution of the Merger Agreement, the Executive and 
Merger Sub entered into an employment agreement, which became effective upon the Closing 
(as defined in the Merger Agreement);  

WHEREAS, as of the date hereof, the sole member of the Company has entered into that 
certain Second Amended and Restated Limited Liability Company Agreement of the Company, 
dated as of the date hereof (the “LLC Agreement”); 

WHEREAS, the LLC Agreement authorizes the grant of certain Class B Units (as defined 
in the LLC Agreement) and, as of the date hereof, the Executive and the Company have entered 
into a Class B Unit Grant Agreement, granting to the Executive certain such Class B Units;  

WHEREAS, the Company and the Executive desire to agree to certain additional 
provisions regarding the rights of the Executive to receive additional grants of Class B Units and 
certain other rights and obligations as further described herein; and 

WHEREAS, capitalized terms used herein without definition shall have the meanings 
assigned to such terms in the LLC Agreement. 

NOW THEREFORE, in consideration of the mutual covenants herein contained and 
other good and valuable consideration, the receipt and sufficiency of which is hereby 
acknowledged, the parties hereto agree as follows:  

1. Tag-Along Obligations.

(a) In the event of an Approved Sale, the Company shall have the obligation
(the “Tag-Along Obligation”) to use its commercially reasonable efforts to cause the 
proposed acquirer (the “Approved Buyer”) to purchase from the Executive up to the 
number of Vested Class B Units then held by the Executive which is derived by 
multiplying (i) the total number of Vested Class B Units then held by the Executive, by 
(ii) a fraction, (x) the numerator of which is the total number of Class A Units to be 
acquired by the Approved Buyer in connection with the Approved Sale, and (y) the 
denominator of which is the sum of the total number of Class A Units then held by all 
Class A Holders, at a price equal to the Deemed Liquidation Value of such Vested Class 
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B Units and otherwise on substantially the same terms and conditions as apply to the 
Class A Holders party to such Approved Sale.  For purposes hereof, “Deemed 
Liquidation Value” means the amount, as determined by the Board in good faith, which 
would be distributable to the Executive in respect of the Vested Class B Units subject to 
the Tag-Along Obligation if the assets of the Company as a going concern were sold for 
aggregate consideration equal to the Implied Transaction Value and the proceeds 
therefrom were distributed in accordance with Section 9.2 of the LLC Agreement.  For 
purposes hereof, “Implied Transaction Value” means the amount that if distributed 
pursuant to Section 9.2 of the LLC Agreement would result in the Class A Holders 
receiving aggregate distributions in respect of the Class A Units sold by them in the 
Approved Sale giving rise to the Tag-Along Obligation equal to the amount that such 
Class A Holders actually receive for such Class A Units in such Approved Sale.  For the 
avoidance of doubt, the intent of this Section 1 is to accord to the Executive the 
opportunity to divest the same percentage of his Vested Class B Units as the Class A 
Holders propose to divest with respect to their Class A Units in such transaction.   

(b) The Company shall notify the Executive in writing in the event of an 
Approved Sale giving rise to its Tag-Along Obligation at least ten (10) days prior to the 
date on which the Investor expects to consummate such Approved Sale (the “Sale 
Notice”) which notice shall specify the number of Class A Units which the Approved 
Buyer intends to purchase in such Approved Sale and shall describe the terms of such 
Approved Sale.  If the Executive desires to sell Class B Units in such Approved Sale, the 
Executive must notify the Company in writing (the “Tag-Along Notice”) within two (2) 
days following receipt of the Sale Notice.  The Tag-Along Notice shall state the number 
of Vested Class B Units that the Executive proposes to include in such Approved Sale to 
the Approved Buyer (not to exceed the number as determined above).  The Executive 
agrees to cooperate in good faith with the Company’s efforts to discharge its Tag-Along 
Obligation.  Without limiting the effect of clause (d) below, in the event that the 
Approved Buyer does not agree to purchase the specified number of Vested Class B 
Units from the Executive, nothing in this Agreement shall prohibit the Approved Buyer 
from consummating the Approved Sale. 

(c) If the Executive participates in the Approved Sale pursuant to the 
Company’s discharge of its Tag-Along Obligation, then, at the closing of the Approved 
Sale, the Approved Buyer shall remit to the Executive the consideration for the total sales 
price of the Vested Class B Units held by the Executive sold pursuant hereto minus (x) 
any such consideration to be escrowed or otherwise held back in accordance with the 
terms of the Approved Sale or pursuant to the terms of the LLC Agreement, and minus 
(y) an amount to be paid by the Approved Buyer to the Company and/or the selling Class 
A Holder(s), as applicable, reflecting the Executive’s proportional share of any fees and 
expenses incurred by the Company and/or the selling Class A Holder(s) directly relating 
to the Approved Sale. 

(d) In the event that the Approved Buyer does not agree to purchase the 
specified number of Vested Class B Units from the Executive as set forth in the Tag-
Along Notice, then, as soon as practicable after the consummation of the Approved Sale, 
but in no event more than ninety (90) days thereafter, the Company shall have the 
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obligation to repurchase the Vested Class B Units designated in the Tag-Along Notice for 
a purchase price equal to the Deemed Liquidation Value of such Vested Class B Units 
minus such amount as would be withheld pursuant to clause (c) above had the Approved 
Buyer agreed to purchase such Vested Class B Units. Amounts deducted from the 
Deemed Liquidation Value pursuant to clause (c)(x) above will be held back by the 
Company and forfeited to the Company or paid to the Executive in the same percentages 
and at the same times that amounts are paid out of any such escrow or withheld amounts. 
Amounts deducted from the Deemed Liquidation Value pursuant to clause (c)(y) will be 
paid to the selling Class A Holder(s) or retained by the Company in the same proportion 
as such fees and expenses were incurred by the selling Class A Holder(s) and the 
Company.  The remaining portion  of such purchase price shall be paid by first offsetting 
any amounts owed by the Executive to the Company, to the greatest extent permitted by 
applicable law, and then paying any remaining amounts by cash and/or a cashier’s check 
and checks payable to the Executive. 

(e) Notwithstanding anything to the contrary in this Agreement, the Tag-
Along Obligation granted to the Executive under the terms of this Agreement shall be 
subject to, and shall in no way limit, the obligations of the Executive as a Holder for 
purposes of Section 8.5 of the LLC Agreement. 

(f) Notwithstanding the foregoing, (i) if the price to be paid by the Approved 
Buyer for such Class A Units is less than the aggregate Unpaid Preferred Return and 
Unreturned Capital with respect to such Class A Units, the Company shall have no 
obligations under this Section 1 and the Tag-Along Obligation will not apply to such 
Approved Sale and (ii) the Company’s Tag-Along Obligation shall not require it to use 
efforts to cause any Approved Buyer to purchase the Executive’s Class B Units at a price 
per Class B Unit greater than a price equal to quotient of (x) the difference between (1) 
the price to be paid by the Approved Buyer for all Class A Units, minus (2) the aggregate 
Unpaid Preferred Return and Unreturned Capital with respect to such Class A Units, 
divided by (y) the total number of Class A Units to be acquired in the Approved Sale. 

2. Right of First Refusal.

(a) Subject to the terms and conditions contained in this Section 2, the 
Company hereby grants to the Executive the right of first refusal (the “Right of First 
Refusal”) to purchase the Executive’s Pro Rata Portion of any New Capital Units or 
Related Party Debt (as each term is defined below, and together, “New Issuances”) which 
the Company may, from time to time, propose to issue and sell.  

(b) For purposes hereof: 

(i)   “New Capital Units” means any capital Units of the Company, 
whether authorized or not, and rights, options, or warrants to purchase said Units; 
provided, however, that the term “New Capital Units” does not include (i) Units or 
securities issued to employees, consultants, officers, and directors of the Company, 
pursuant to any compensation arrangement approved by the Board or otherwise for 
payments in respect of services by any of the foregoing Persons; (ii) securities issued 
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pursuant to any rights or agreements, including, without limitation, convertible securities, 
options, and warrants, provided that the Company shall have complied with the right of 
first offer established by this Section 2 with respect to the initial sale or grant by the 
Company of such rights or agreements; (iii) securities issued in connection with any 
equity split, equity dividend, or recapitalization by the Company; (iv) securities issued 
pursuant to a Public Offering; (v) securities issued pursuant to the acquisition of another 
business entity by the Company by merger, purchase of all or any portion of the assets or 
shares; (vi) securities issued pursuant to a reorganization whereby the Company will own 
not less than a majority of the voting power of the surviving or successor entity; (vii) 
securities issued in connection with obtaining lease financing, whether issued to a lessor, 
guarantor, or other person; (viii) securities issued to vendors or customers of the 
Company, or to other persons in similar commercial arrangements with the Company; 
(ix) securities issued in connection with corporate partnering transactions; and/or (x) any 
right, option, or warrant to acquire any security convertible into the securities excluded 
from the definition of New Capital Units pursuant to clauses (i) through (ix) above. 

(ii)   “Pro Rata Portion” means the ratio, as reasonably determined by 
the Board, that (x) the Fair Market Value of Vested Class B Units held by the Executive 
immediately prior to the issuance of New Capital Units, bears to (y) the aggregate Fair 
Market Value of all Units then held by all Holders; provided, however, that if the Fair 
Market Value of the Vested Class B Units is zero dollars ($0), then the Pro Rate Portion 
shall be zero percent (0%) and the Executive shall have no Right of First Refusal with 
respect to such issuance of New Capital Units. 

(iii) “Related Party Debt” means any indebtedness for borrowed money 
issued or incurred in a single transaction or a series of related transactions by the 
Company with respect to which the Investor and/or any of its Affiliates constitutes the 
lender and/or purchaser of more than 90% of the amount of such indebtedness; provided, 
however, that Related Party Debt will not include (x) indebtedness incurred to finance the 
acquisition of another business entity by the Company; (y) indebtedness incurred and 
owed to vendors or customers of the Company, or to other persons in similar commercial 
arrangements with the Company; and/or (z) securities issued in connection with corporate 
partnering transactions. 

(c) In the event the Company proposes to undertake an issuance of New 
Issuances to which this Section 2 applies, it shall give the Executive written notice of its 
intention, describing the type of New Issuances and the price and terms upon which the 
Company proposes to issue the same.  The Executive shall have ten (10) days from the 
date of delivery of any such notice to agree to exercise his Right of First Refusal and, 
pursuant thereto, purchase up to the Executive’s Pro Rata Portion of such New Issuances, 
for the price and upon the terms specified in the notice, by delivering written notice to the 
Company and stating therein the quantity of New Issuances to be purchased. 

(d) The Company shall have up to one hundred twenty (120) days following 
the ten (10)-day period described in Section 2(c) to sell or enter into an agreement to sell 
the New Issuances with respect to which the Right of First Refusal was not exercised, at a 
price and upon terms substantially equivalent to those of the purchasers of such securities 
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specified in the Company’s notice.  In the event the Company has not sold and/or issued 
the New Issuances or entered into an agreement to sell the New Issuances within said one 
hundred twenty (120)-day period, the Company shall not thereafter issue or sell any New 
Issuances without first offering such securities to the Executive in the manner provided 
above. 

(e) The Right of First Refusal granted hereunder may not be assigned or 
transferred by the Executive. 

(f) Notwithstanding the requirements of this Section 2, in the event it is 
impractical after using commercially reasonable efforts to deliver the notice to the 
Executive specified in Section 2(c), the Company may proceed with any issuance or sale 
of New Issuances to which this Section 2 applies prior to having complied with the 
provisions of this Section 2; provided that the Company shall: 

(i) provide the Executive with written notice of such issuance as soon 
as reasonably practical but in any event at least five (5) days after such issuance, 
describing the type of New Issuances issued and the price and terms of such issuance; 

(ii) offer to the Executive the right to purchase the Executive’s Pro 
Rata Portion of such New Issuances at a price and upon terms substantially equivalent to 
those of the purchasers of such securities than specified in the Company’s notice 
described in clause (i) above; and 

(iii) keep such offer open for a period of ten (10) days, during which 
period, the Executive may accept such offer by delivering written notice to the Company 
and stating therein the quantity of New Issuances to be purchased (not in any event to 
exceed the Executive’s Pro Rata Portion of the New Issuances set forth in the notice 
delivered by the Company to the Executive pursuant to clause (i) above). 

(g) Notwithstanding anything to the contrary in this Agreement, the Executive 
shall have no Right of First Refusal with respect to any New Issuance if such issuance of 
such debt or equity to the Executive would, in the good faith discretion of the Board, 
violate any law or regulation applicable to the Company or such New Issuance. 

3. Issuance of Initial Class B Units in Connection with a Liquidity Event.  In the
event that the Company experiences a Liquidity Event, then, immediately prior to such Liquidity 
Event, sixty percent (60%) of all Initial Class B Units (if any) of the Company shall be deemed 
to be automatically issued to the Executive, provided that the Executive is employed as the Chief 
Executive Officer of Park Water on the date of such Liquidity Event and, provided further, that if 
the Executive is not employed as the Chief Executive Officer of Park Water on the date of such 
Liquidity Event, such sixty percent (60%) portion of any Initial Class B Units otherwise issuable 
to the Executive may instead be cancelled or issued, in either case, in whole or in part, to such 
Person or Persons, as the Board may determine in its sole discretion pursuant to Section 3.10 of 
the LLC Agreement.  The Company hereby affirms that the terms of this Section 3 have been 
agreed to by the Board acting in its sole discretion pursuant to Section 3.10 of the LLC 
Agreement. 
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4. Notices.  All notices required under this Agreement shall be delivered in
accordance with the terms of the LLC Agreement. 

5. Counterparts.  This Agreement may be executed in one or more counterparts
(including by facsimile, .pdf or email), each of which when executed shall be deemed an original 
and all of which together shall constitute one and the same instrument. 

6. Entire Understanding; Amendments.  This Agreement, together with the LLC
Agreement states the entire understanding among the parties hereto with respect to the subject 
matter hereof and supersedes all prior oral and written communications and agreements with 
respect to the subject matter hereof.  This Agreement may not be amended except in an 
instrument in writing signed on behalf of each of the parties hereto.  No amendment, supplement, 
modification or waiver of this Agreement shall be binding unless executed in writing by the 
party to be bound thereby. 

7. Assignment.  Neither this Agreement nor any of the rights or obligations
hereunder may be assigned (whether by operation of law, through a change in control or 
otherwise) by the Company without the prior written consent of the Executive, or by the 
Executive without the prior written consent of the Company.  Subject to the foregoing, this 
Agreement shall be binding upon and inure to the benefit of the parties and their respective 
successors and assigns, and no other Person shall have any right, benefit or obligation hereunder. 

8. Governing Law.  This Agreement (and any claim or controversy arising out of or
relating to this Agreement) shall be governed by the laws of the State of Delaware without regard 
to conflict of law principles that would result in the application of any law other than the laws of 
the State of Delaware. 

9. Titles; References.  The titles, captions or headings of the Sections herein are
inserted for convenience of reference only and are not intended to be a part of or to affect the 
meaning or interpretation of this Agreement.   

10. Severability.  If any term or other provision of this Agreement is invalid, illegal or
incapable of being enforced by any rule of law or public policy, all other terms or other 
provisions of this Agreement shall nevertheless remain in full force and effect so long as the 
economic or legal substance of the transactions contemplated hereby is not affected in any 
manner adverse to any party. 

11. No Third Party Beneficiaries.  Nothing in this Agreement, express or implied, is
intended to or shall confer upon any Person (including without limitation, any Holder other than 
the Executive) other than the parties hereto any legal or equitable right, benefit or remedy of any 
nature whatsoever under or by reason of this Agreement, and no Person shall be deemed a third 
party beneficiary under or by reason of this Agreement. 

[Signature page follows] 
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EIGHTH SUPPLEMENTAL INDENTURE 

This Eighth Supplemental Indenture is dated as of May 1, 2002 and entered into by and 
between PARK WATER COMPANY, a California corporation (the “Company”) and BNY WESTERN 
TRUST COMPANY, a California banking corporation, as trustee, with reference to the following 
recitals: 

R E C I T A L S 

The background of this Eighth Supplemental Indenture is: 

 A. The Company has executed and delivered to Security Pacific National 
Bank and D.R. McEachren, as trustees, its Indenture dated as of November 1, 1973 
(hereinafter sometimes referred to as the “Original Indenture”) and has executed and 
delivered to such trustees or successor trustees the following supplemental indentures 
thereto:  (a) a First Supplemental Indenture dated as of September 12, 1979, (b) a Second 
Supplemental Indenture dated as of February 1, 1988, (c) a Third Supplemental Indenture 
dated as of January 15, 1991, (d) a Fourth Supplemental Indenture dated as of March 11, 
1993, (e) a Fifth Supplemental Indenture dated as of May 20, 1993, (f) a Sixth 
Supplemental Indenture dated as of August 29, 1995 and (g) a Seventh Supplemental 
Indenture dated as of June 1, 2000 (which Original Indenture and any and all 
supplemental indentures thereto (including this Eighth Supplemental Indenture) being 
sometimes collectively referred to as the “Indenture”) for the purpose of securing bonds 
of the Company to be issued in series from time to time in the manner and subject to the 
conditions set forth in the Indenture. 

 B. BNY Western Trust Company is the successor trustee under the Indenture 
(hereinafter the “Trustee”) to Harris Trust Company of California which was the 
successor to Bank of America National Trust and Savings Association which succeeded 
Security Pacific National Bank and D.R. McEachren as the original trustees thereunder. 

 C. There are presently issued and outstanding under the Indenture the 
following bonds in the following principal amounts (rounded to the nearest dollar) and 
with the maturity dates indicated: 

 (i) $2,151,800 aggregate principal amount of the Company’s 10.96% 
Series Bonds due November 1, 2012; 

 (ii) $8,000,000 aggregate principal amount of the Company’s 8.18% 
Series Bonds due May 20, 2014; 

 (iii) $3,729,590 aggregate principal amount of the Company’s 10.70% 
Series Bonds due January 15, 2016; 

 (iv) $10,000,000 aggregate principal amount of the Company’s 7.59% 
Series Bonds due August 31, 2025; and 
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 (v) $7,000,000 aggregate principal amount of the Company’s 8.82% 
Series Bonds due June 1, 2020. 

 D. The Company, in the exercise of the power and authority conferred upon 
or reserved to it by the provisions of the Original Indenture as heretofore supplemented 
and amended by prior supplemental indentures and pursuant to appropriate resolutions of 
its Board of Directors, has duly resolved and determined to make, execute and deliver to 
the Trustee this Eighth Supplemental Indenture (hereinafter sometimes referred to as the 
“Eighth Supplemental Indenture”) in order to amend the Indenture by (i) restating 
Articles I through XVI of the Indenture and (ii) amending certain other provisions of the 
Indenture. 

 E. The Company has obtained and filed with the Trustee the written consent 
of the holders of all of the outstanding bonds to the restatement of and the other 
amendments to the Indenture which are hereinafter set forth. 

 F. The Company has determined that all conditions and requirements 
necessary to make this Eighth Supplemental Indenture, in the form and terms hereof, a 
valid, binding and legal agreement in accordance with its terms and the purposes herein 
expressed, have been performed and fulfilled, and the execution and delivery hereof have 
been in all respects duly authorized; 

NOW, THEREFORE, in consideration of the premises and of the sum of One Dollar ($1.00) 
duly paid by the Trustee to the Company at or before the delivery of these presents, and for other 
valuable consideration, the receipt whereof is hereby acknowledged, the Company hereby 
covenants and agrees with the Trustee, and its successors in the trust under the Indenture, for the 
equal benefit of all present and future bondholders as follows: 

PART ONE 
RESTATEMENT OF INDENTURE 

The first WHEREAS paragraph and all provisions  of the Original Indenture as heretofore 
amended and supplemented which follows such paragraph including, without limitation, the 
Granting Clauses and Articles I through XVI of such Original Indenture, are hereby restated in 
their entirety to read as follows, provided that this restatement shall not affect any specific terms 
or provisions of the bonds outstanding contained in the bonds or in the supplemental indenture 
pursuant to which such bonds were issued except as herein or hereinafter otherwise provided and 
the form of bond hereinafter issued under the Indenture shall only be in registered form and the 
form of such bond to be used hereinafter is set forth in Exhibit A hereto: 

WHEREAS, the Company, for purpose of acquiring properties, and of adding to, enlarging, 
extending and developing its properties, and for other corporate purposes, deemed it necessary to 
borrow money and issue its bonds therefor, and to mortgage and pledge its properties to secure 
the payment of said bonds, said bonds to be known and designated as its First Mortgage Bonds, 
to be in the form of registered bonds without coupons, to be issued in series from time to time, to 
mature at such times, to bear interest at such rates, to be subject to redemption before maturity on 
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such terms and conditions (if so subject to redemption) and to contain such other terms, 
conditions and provisions as to each particular series, as may be determined by the Board of 
Directors of the Company at the time of authorizing the original issue of bonds of each such 
series, such bonds to be signed in its corporate name by its President or a Vice President and 
authenticated by the certificate of the Trustee; and 

WHEREAS, the Company has determined that all acts, conditions and things necessary to 
make said bonds, when executed by the Company and authenticated by the Trustee, valid, 
binding and legal obligations of the Company, and to make this Indenture a valid, binding and 
legal mortgage and lien for the security thereof (and of all bonds of any series as may be issued 
hereunder) upon all of the properties of the Company, whether now owned or hereafter acquired 
(excepting property of the character hereinafter defined as Excepted Property) have happened 
and have been done and performed: 

NOW, THEREFORE, THIS INDENTURE WITNESSETH: 

That the Company, in consideration of the premises and of One Dollar ($1) to it duly paid 
by the Trustee, at or before the delivery of these presents, the receipt whereof is hereby 
acknowledged, and in order to secure the payment of the principal of and the interest on all 
bonds of the Company at any time outstanding hereunder, according to their tenor and effect, and 
the performance and observance of each and every covenant, agreement and condition herein or 
in said bonds set forth, does by these presents grant, bargain, sell, release, assign, transfer, 
mortgage, warrant, convey, pledge, hypothecate, set over and confirm unto the Trustee, and to its 
respective successors in the trust, and its respective assigns forever the following described 
property, rights, titles and interests of the Company (collectively, the “Mortgaged Property”) 
and grants a security interest therein as permitted by applicable law:  all property, real, personal 
and mixed, now owned or hereafter acquired or to be acquired by the Company, and 
wheresoever situated (except the property expressly excluded from the lien thereof), including 
(without in any wise limiting or impairing by the enumeration of the same the scope or the intent 
of the foregoing or of any general description contained in this Indenture) all lands, easements 
and rights of way, buildings, structures and improvements, and other appurtenances; all pipes, 
mains and transmission and distribution systems for the transportation, transmission and 
distribution of water above, over, across and through the surface, and in and through the ground 
of any land, and all extensions, branches, additions or improvements of the same; all water 
rights, appropriations and water right locations and any and all rights to appropriate, take, divert, 
use, enjoy and possess any waters, whether such rights be used, enjoyed or possessed in 
connection with or appertaining to any land or lands aforesaid, or by virtue of any deed, or notice 
of water locations, or location and appropriation of waters, or otherwise; all ordinances, 
privileges, rights, franchises, permits, licenses, patents, patent rights and inventions; all shares of 
stock of each of its Subsidiaries other than the shares of stock of SICC (the “SICC Shares”); and 
all leases and books of account belonging to the Company (certain of said properties being more 
specifically described in the schedule attached to the Original Indenture as Schedule A and in 
prior supplemental indentures thereto, to which reference is hereby made, and the same are made 
a part hereof with the same force and effect as if herein set forth at length); and it is hereby 
agreed by the Company that all the property, rights and franchises acquired by the Company 
after the date hereof (except Excepted Property as hereinafter defined) shall be fully embraced 
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within the lien hereof as if such property were now owned by the Company and specifically 
described herein and conveyed hereby. 

Together with the tenements, hereditaments and appurtenances thereunto belonging or in 
any wise appertaining to the aforesaid property, or any part thereof, with reversion and 
reversions, remainder and remainders, tolls, rents and revenues, issues, income, products and 
profits thereof, and all the estate, right, title and interest and claim whatsoever, at law as well as 
in equity, which the Company now has or may hereafter acquire in and to the aforesaid property 
and each and every part and parcel thereof. 

Also, all rights, interests and property, real or personal (not specifically excepted), of 
every kind and nature whatsoever, now owned or possessed by the Company, or in which it may 
have any interest whatsoever, and all rights, interests and property, real or personal (not 
specifically excepted), of every kind and nature whatsoever, which the Company or its 
successors may hereafter acquire, enjoy, own or possess, together with all and singular the 
tenements, hereditaments and appurtenances thereunto belonging or in any wise appertaining, 
and the reversion and reversions, remainder and remainders, rents, incomes, issues and profits 
thereof. 

It is not intended to include in the lien hereof, and this grant shall not be deemed to apply 
to the SICC Shares or to, (1) any cash, or any bills, notes or accounts receivable, contracts or 
choses in action (except cash deposited with the Trustee pursuant to any of the provisions of this 
Indenture and except any bills, notes or accounts receivable, contracts or choses in action 
specifically subjected or required to be subjected to the lien hereof), or (2) any bonds, notes, 
evidences of indebtedness, shares of stock or other securities, except such as are or may be 
specifically subjected or required to be subjected to the lien hereof, or (3) any automobiles or 
trucks or trailers or other automotive equipment, or (4) any water or other materials or products 
produced or purchased by the Company for sale, distribution or use in the ordinary course of 
business, and all fuel, materials, supplies, and similar personal property which is consumable in 
its use in the operation of the plants or the systems of the Company (property of the character 
described in the foregoing Clauses (1), (2), (3) and (4) being herein sometimes called “Excepted 
Property”); provided, however, that is an Event of Default as defined in Section 6.01 hereof shall 
happen and be continuing and if thereafter the Trustee or a receiver or trustee shall enter upon 
and take possession of the mortgaged property, such Trustee or receiver or trustee may, to the 
extent not prohibited by law, take possession of any and all of the Excepted Property then on 
hand and use and administer and consume the same to continue the operations of the mortgaged 
property in all respects as if such Excepted Property were part of the mortgaged property, 
accounting therefor, if required by law, to such persons, if any, as may be lawfully entitled to 
such an accounting. 

TO HAVE AND TO HOLD, all and singular, the said property, real, personal and mixed, 
mortgaged, pledged or conveyed by the Company, as aforesaid, or intended so to be, unto the 
Trustee, its successors and assigns, forever, but in trust, nevertheless, with power of sale, for the 
equal and proportionate benefit and security of all present and future holders of the bonds issued 
and to be issued hereunder, and to secure the payment of such bonds and to secure the 
performance and observance of and compliance with all of the covenants, agreements and 
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conditions of this Indenture, and of said bonds, without preference, priority of distinction as to 
lien, or otherwise, of one bond over any other bond by reason of priority of issue, negotiation or 
sale thereof, or by reason of other cause, so that every bond issued hereunder shall have the same 
right, lien and privilege under and by virtue of this Indenture, and shall be equally and 
proportionately secured hereby, as if all had been duly issued, sold or negotiated simultaneously 
with the execution and delivery of this Indenture, it being intended that the lien of this Indenture 
shall take effect on the date of the execution and delivery of the Original Indenture, and without 
regard to actual issue, sale or negotiation of said bonds, and as though on such date all such 
bonds were actually sold and delivered to and were in the hands of the holders thereof for value. 

AND IT IS HEREBY COVENANTED AND DECLARED, that all of the bonds secured hereby are 
to be issued, certified and delivered, and that the property, real, personal and mixed, is to be held 
by the Trustee subject to the covenants, conditions, uses and trusts hereinafter set forth as 
follows, to wit: 

ARTICLE ONE  
DEFINITIONS 

 Section 1.01. General.  For all purposes of this Indenture (except as in this Indenture 
otherwise expressly provided or unless the context otherwise requires) the terms defined in this 
Article One shall have the respective meanings specified in this Section 1.01 and in Section 1.02. 

All references in this instrument to designated Articles, Sections or other subdivisions are 
to the designated Articles, Sections and other subdivisions of this instrument as originally 
executed.  The words herein, hereof and hereunder and other words of similar import refer to this 
Indenture as a whole and not to any particular Article, Section or subdivision. 

All other terms used in this Indenture that are defined in the Trust Indenture Act of 1939, 
as amended, either directly or by reference therein to the Securities Act of 1933, as amended, 
shall have the meanings assigned to such terms therein. 

 Section 1.02. Specific Definitions. 

“Acceptable Bank” means any bank or trust company (including the Trustee and its 
affiliates) (i) which is organized under the laws of the United States of America or any State 
thereof, (ii) which has capital, surplus and undivided profits aggregating at least $100,000,000, 
and (iii) whose long-term unsecured debt obligations (or the long-term unsecured debt 
obligations of the bank holding company owning all of the capital stock of such bank or trust 
company) shall have been given a rating of “A” or better by S&P, “A2” or better by Moody’s or 
an equivalent rating by any other credit rating agency of recognized national standing. 

“Acceptable Broker-Dealer” means any Person other than a natural person (i) which is 
registered as a broker or dealer pursuant to the Securities Exchange Act of 1934, as amended and 
(ii) whose long-term unsecured debt obligations shall have been given a rating of “A” or better 
by S&P, “A2” or better by Moody’s or an equivalent rating by any other credit rating agency of 
recognized national standing. 

WWH000356



  

-6- 

“Accounting Requirements” means generally accepted accounting principles consistently 
applied or such other system of accounts prescribed by the California Public Utilities 
Commission at the time in effect or any substitute system of accounts prescribed by any 
successor commission or commissions empowered to regulate the rates and charges of the 
Company. 

“Additional Bonds” shall have the meaning set forth in Section 4.01. 

“Affiliate” shall have the meaning set forth in Section 5.16. 

“Appeal Determination” shall mean a decision by the court or other governmental body 
appealed to with respect to an IRS decision denying an extension request made pursuant to the 
provisions of Section 11.04 or 11.05. 

“Appraiser” means a Person engaged in the business of appraising real or personal 
property whether or not employed by or in any way affiliated with the Company. 

“Authorized Newspaper” means The Wall Street Journa l (all United States editions) or if 
The Wall Street Journal ceases publication, any newspaper printed in the English language, 
nationally known in the United States, and customarily published on each business day of the 
year, whether or not such newspaper is published on Saturdays, Sundays and legal holidays. 

“Available Income Certificate” has the meaning stated in Section 4.01. 

“Board of Directors” means the Board of Directors of the Company. 

“Board Resolution” means a copy of a resolution certified by the Secretary or an 
Assistant Secretary of the Company to have been duly adopted by the Board of Directors and to 
be in full force and effect, and delivered to the Trustee. 

“Bond or Bonds” means any bond or bonds that have been or may be issued and 
delivered under this Indenture and supplements hereto. 

“Bond Register” and “Bond Registrar” shall have the respective meanings stated in 
Section 2.09.  The term Bond Registrar shall include any co-registrar of the Bonds named 
pursuant to such Section and the term Bond Register shall include any duplicate kept by such co-
registrar as required by such Section. 

“Bondholder” or “holder of Bonds”, or other similar term, when used with respect to any 
Bond, means the Person in whose name such Bond is registered in the Bond Register. 

“Capitalized Lease” shall mean any lease the obligation for Rentals with respect to 
which is required to be capitalized on a balance sheet of the lessee in accordance with generally 
accepted accounting principles. 
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“Capitalized Rentals” of any Person shall mean as of the date of any determination the 
amount at which the aggregate Rentals due and to become due under all Capitalized Leases 
under which such Person is a lessee would be reflected as a liability on the balance sheet of such 
Person. 

“Casualty” shall mean a particular casualty resulting in damage or destruction to the 
Mortgaged Property exceeding $250,000. 

“Casualty Proceeds” shall have the meaning set forth in Section 11.07. 

“Commission” means the Securities and Exchange Commission, as from time to time 
constituted, or if at any time hereafter such Commission is not existing and performing the duties 
now assigned to it under the Trust Indenture Act of 1939, then the body performing such duties 
on such date. 

“Company” means Park Water Company, a California corporation, and, subject to the 
provisions of Article Ten, shall also include its successors and assigns. 

“Company Order” and “Company Request” mean, respectively, any written order or 
request signed in the name of the Company by its President or a Vice President and by its 
Secretary or an Assistant Secretary or its Chief Financial Officer or its Director of Accounting. 

“Condemnation” shall mean a taking by eminent domain or a sale under threat of a 
taking by eminent domain or pursuant to the exercise by the United States of America or any 
state, municipality or other governmental authority of any right which it may then have to 
purchase, or to designate a purchaser or to order to sell all or any part of Property of the 
Company or any Subsidiary.  

“Condemnation Proceeds” shall mean the award or proceeds received by the Company 
or a Subsidiary from the Condemnation of any of its property. 

“Consolidated Debt” shall mean as of any date of determination, the total of all Debt of 
the Company and its Subsidiaries outstanding on such date, after eliminating all offsetting debits 
and credits between the Company and its Subsidiaries and all other items required to be 
eliminated in the course of the preparation of consolidated financial statements of the Company 
and its Subsidiaries in accordance with GAAP. 

“Consolidated Net Worth” shall mean (i) Stockholders Equity of the Company less (ii) to 
the extent included in (i), all amounts properly attributable to minority interests, if any, in the 
stock and surplus of Subsidiaries. 

“Consolidated Tangible Assets” means, at any time, the total assets of the Company and 
its Subsidiaries which would be shown as tangible assets on a consolidated balance sheet of the 
Company and its Subsidiaries as of such time prepared in accordance with GAAP, after 
eliminating all amounts properly attributable to minority interests, if any, in the stock and surplus 
of Subsidiaries; provided, that if the calculation at any time under Section 11.06 to determine if 
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there are any Excess Proceeds is based upon Consolidated Tangible Assets as of the end of the 
immediately preceding fiscal quarter and such Consolidated Tangible Assets determined under 
GAAP in accordance with the preceding provisions of this definition do not reflect 
Condemnation Proceeds received pursuant to Sections 11.04 or 11.05 after the end of such fiscal 
quarter and on or prior to the date of such calculation, Consolidated Tangible Assets shall be 
adjusted for purposes of such calculation to reflect the replacement of such Condemnation 
Proceeds for the tangible assets of the Company and its Subsidiaries which were the subject of 
such Condemnation, all as though such Condemnation Proceeds had been so received as of the 
last day of such fiscal quarter. 

“Consolidated Tangible Net Worth” shall mean (i) Consolidated Net Worth less (ii) good 
will, patents, trademarks, trade names, service marks, brand names, copyrights, unamortized debt 
discount and expense, organizational expenses, the excess of equity in any Subsidiary over the  
cost of the investment in such Subsidiary and any other assets properly classified as “intangible 
assets” in accordance with GAAP. 

“Consolidated Total Assets” shall mean, at any time, the total assets of the Company and 
its Subsidiaries which would be shown as assets on a consolidated balance sheet of the Company 
and its Subsidiaries as of such time prepared in accordance with GAAP. 

“Consolidated Total Capitalization” shall mean, as of the date of any determination, the 
sum of (i) the aggregate principal amount of Consolidated Debt then outstanding, plus 
(ii) Stockholders Equity of the Company. 

“Consolidated Total Capitalization Applicable Percentage” shall mean 50% for the 
period beginning on the Restatement Date and ending on and including the day next preceding 
the Percentage Adjustment Date and 55% thereafter. 

“Debt” means, with respect to any Person, without duplication. 

 (a) its liabilities for borrowed money; 

 (b) its liabilities for the deferred purchase price of property acquired by such 
Person (excluding accounts payable arising in the ordinary course of business but 
including, without limitation, all liabilities created or arising under any conditional sale or 
other title retention agreement with respect to any such property); 

 (c) its Capitalized Rentals; 

 (d) all liabilities for borrowed money secured by any Lien with respect to any 
property owned by such Person (whether or not it has assumed or otherwise become 
liable for such liabilities); and 

 (e) any Guaranty of such Person with respect to liabilities of a type described 
in any of clauses (a) through (d) hereof. 
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Debt of any Person shall include all obligations of such Person of the character described in 
clauses (a) through (e) to the extent such Person remains legally liable in respect thereof 
notwithstanding that any such obligation is deemed to be extinguished under generally accepted 
accounting principles; provided, that there shall be excluded in determining Debt (i) any 
indebtedness for consumers’ credit deposits or for advances for construction and (ii) any Debt for 
the redemption of which funds sufficient to pay or discharge such Debt in full (either on the date 
of maturity or such earlier date with respect to which such Debt was duly called for redemption) 
are being held for such purpose by the Trustee or other proper depository under the instrument 
under which the Debt was issued. 

“Default” means any event or condition, the occurrence of which would, with the lapse 
of time or the giving of notice, or both, constitute an Event of Default as defined in Section 6.01. 

“Engineer” means any Person engaged in the engineering profession whether or not 
employed by, or in any way affiliated with, the Company. 

“Event of Default” has the meaning stated in Section 6.01. 

“Excepted Property” has the meaning stated in the paragraph following the Granting 
Clauses. 

“Funded Debt” of any Person shall mean all Debt of such Person having a final maturity 
of more than one year from the date of origin thereof or that is directly renewable or extendible 
at the option of the obligor for a period or periods more than one year from the date of origin, 
including all payments in respect thereof required to be made within one year from the date of 
determination of Funded Debt, whether or not the obligation to make such payments shall 
constitute a current liability of the obligor under GAAP. 

“GAAP” means generally accepted accounting principles as in effect from time to time in 
the United States of America. 

“Granting Clauses” shall mean the granting clauses of this Indenture. 

“Guaranty” means, with respect to any Person, any obligation (except the endorsement 
in the ordinary course of business of negotiable instruments for deposit or collection) of such 
Person guaranteeing or in effect guaranteeing (whether by reason of being a general partner of a 
partnership or otherwise) any indebtedness, dividend or other obligation of any other Person in 
any manner, whether directly or indirectly, including (without limitation) obligations incurred 
through an agreement, contingent or otherwise, by such Person: 

 (a) to purchase such indebtedness or obligation or any property constituting 
security therefor; 

 (b) to advance or supply funds (i) for the purchase or payment of such 
indebtedness or obligation, or (ii) to maintain any working capital or other balance sheet 
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condition or any income statement condition of any other Person or otherwise to advance 
or make available funds for the purchase or payment of such indebtedness or obligation; 

 (c) to lease properties or to purchase properties or services primarily for the 
purpose of assuring the owner of such indebtedness or obligation of the ability of any 
other Person to make payment of the indebtedness or obligation; or 

 (d) otherwise to assure the owner of such indebtedness or obligation against 
loss in respect thereof. 

In any computation of the indebtedness or other liabilities of the obligor under any Guaranty, the 
indebtedness or other obligations that are the subject of such Guaranty shall be assumed to be 
direct obligations of such obligor. 

“Income Available for Interest Charges” for any twelve month period shall mean Net 
Income for such period plus, to the extent deducted in computing Net Income, an amount equal 
to the aggregate for such period of (i) Interest Charges and (ii) income or other taxes imposed on 
or measured by income or excess profits. 

“Indenture” has the meaning set forth in paragraph A of the Recitals. 

“Independent” when used with respect to any specified Person means such a Person, 
who, or firm or corporation that, (1) is in fact independent, (2) does not have any direct financial 
interest or any material indirect financial interest in the Company or in any other obligor upon 
the Bonds or in any Affiliate of the Company or of such other obligor, and (3) is not connected 
with the Company or such other obligor or any Affiliate of the Company or of such other 
obligor, as an officer, employee, promoter, underwriter, trustee, partner, director or person 
performing similar functions.  Whenever it is herein provided that the opinion or certificate of 
any Independent Person shall be furnished to the Trustee, such Person shall be appointed by a 
Company Order and approved by the Trustee in the exercise of reasonable care, and such opinion 
or certificate shall state that the signer has read this definition and that the signer is Independent 
within the meaning hereof. 

“Interest Charges” shall mean all interest and all amortization of debt discount or 
premium and expense on any Debt of the Person for which calculations are being made.  
Computation of Interest Charges on a pro forma basis for Debt having a variable interest rate 
shall be calculated at the rate in effect on the date of any determination.   

“Internal Revenue Code” means the Internal Revenue Code of 1986, as amended, or any 
successor statute or statutes thereto. 

“Investment” means any investment or acquisition, made in cash or by delivery of 
property, by the Company or any of its Subsidiaries (i) in any Person, whether by acquisition of 
stock, indebtedness or other obligation or security, or by loan, guaranty, advance, capital 
contribution or otherwise, or (ii) in any property. 
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“IRS” means the Internal Revenue Service. 

“Moody’s” means Moody’s Investors Service, Inc. 

“Mortgaged Property” means all property conveyed, assigned, pledged or mortgaged to 
the Trustee hereunder to secure the Bonds from time to time outstanding. 

“Net Income” shall mean net income of the Company for any period calculated as 
follows:  From total operating revenues and nonoperating income of the Company and its 
Subsidiaries from all sources (excluding any gain or loss from the sale or other disposition of 
capital assets) for the period in question, there shall be deducted all operating expenses, 
including salaries, rentals, taxes (except as hereinafter provided), insurance charges, 
depreciation, license fees and expenditures for ordinary repairs and maintenance but excluding 
from such deductions charges or reserves for property abandoned or otherwise retired from 
service. 

“Officers’ Certificate” shall mean a certificate signed by the President or a Vice 
President and by the Chief Financial Officer, the Director of Accounting, the Secretary or an 
Assistant Secretary of the Company. 

“Opinion of Counsel”  shall mean an opinion in writing signed by legal counsel, who 
must be satisfactory to the Trustee and who may be counsel for the Company and in rendering 
such opinion, such legal counsel may rely on such certificates as to factual matters from officers 
of the Company, governmental agencies and other Persons that such counsel deems necessary for 
purposes of its opinion. 

“Outstanding” when used with respect to Bonds means, as of the date of determination, 
all Bonds theretofore authenticated and delivered under this Indenture, except: 

 (1) Bonds theretofore cancelled by the Trustee or delivered to the Trustee for 
cancellation and those portions of the principal of Bonds that have been paid; 

 (2) Bonds for whose payment or redemption money in the necessary amount 
has been theretofore deposited with the Trustee or any Paying Agent in trust for the 
holders of such Bonds; provided, that, if such Bonds are to be redeemed, notice of such 
redemption has been duly given pursuant to this Indenture or provision therefor 
satisfactory to the Trustee has been made; and 

 (3) Bonds alleged to have been destroyed, lost or stolen that have been 
replaced as provided in Section 2.12; 

provided, however, that in determining whether the holders of the requisite principal amount of 
Bonds Outstanding have given any request, demand, authorization, direction, notice, consent or 
waiver hereunder, Bonds owned by the Company or any other obligor upon the Bonds or any 
Affiliate of the Company or such other obligor shall be disregarded and deemed not to be 
Outstanding, except that, in determining whether the Trustee shall be protected in relying upon 
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any such request, demand, authorization, direction, notice, consent or waiver, only Bonds that 
the Trustee knows to be so owned shall be so disregarded.  Bonds so owned that have been 
pledged in good faith may be regarded as Outstanding if the pledgee establishes to the 
satisfaction of the Trustee the pledgee’s right so to act with respect to such Bonds and that the 
pledgee is not the Company or any other obligor upon the Bonds or any Affiliate of the 
Company or such other obligor. 

“Paying Agent” means any Person authorized by Board Resolution to pay the principal 
of (and premium, if any) or interest on any Bonds on behalf of the Company. 

“Percentage Adjustment Date” shall mean the first date on which none of the Company’s 
10.96% Series Bonds due 2012 and 10.70% Series Bonds due 2016 shall be Outstanding. 

“Permitted Encumbrances” means any of the following: 

 (1) The lien of this Indenture. 

 (2) Liens for taxes and assessments for the then current year and taxes and 
assessments not delinquent. 

 (3) Defects in the title to lands traversed by easements or rights-of-way in 
favor of the Company, or liens on such lands securing indebtedness issued by Persons 
other than the Company, not assumed by the Company and on which the Company does 
not customarily pay interest, provided, in any of the above cases, that, either (i) such 
defects or liens do not materially impair the use by the Company of such easement or 
rights-of-way or (ii) in the opinion of counsel fo r the Company, the power under eminent 
domain or similar statutes is available to the Company to condemn or acquire easements 
or rights-of-way sufficient for its purposes over the land traversed by such easements or 
rights-of-way or over other lands adjacent thereto. 

 (4) Liens of judgments (i) the execution of which has been stayed, or (ii) with 
respect to which the time for appeal shall not have expired, or (iii) that shall be in the 
course of appeal, or (iv) the payment of which, in the opinion of counsel, has been 
adequately secured otherwise than by such liens, or (v) that do not aggregate more than 
$250,000. 

 (5) Undetermined liens or charges incidental to construction so long as the 
Company has no actual notice that any action has been taken in or before any court to 
perfect such liens and charges. 

 (6) Rights reserved to or vested in any municipality or public authority by the 
terms of any franchise, grant, license or permit or by any provision of law to purchase or 
recapture or to designate a purchaser of any property of the Company. 

 (7) Easements or reservations in any property of the Company for the purpose 
of roads, railroads, pipe, sewer, telephone, electric and power lines and other like 
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purposes that do not impair the use of such property in the operation of the business of 
the Company. 

 (8) Rights reserved to or vested in any municipality or public authority to use 
or control or regulate any property of the Company, including zoning laws and 
ordinances. 

 (9) If the Company shall have acquired any property subject to terms, 
conditions, agreements, leases, covenants, exceptions, restrictions or reservations that do 
not secure any obligation and that do not materially impair the use of such property in the 
operation of the business of the Company, any such term, condition, agreement, lease, 
covenant, exception, restriction or reservation. 

 (10) Liens, the validity of which is being contested or disputed in good faith by 
the Company and in respect of which the Company has set aside adequate reserves. 

 (11) Any liens in respect of which cash sufficient to pay or redeem all 
obligations secured thereby shall be held in trust for the purpose by the Trustee. 

 (12) Any landlord’s liens, liens for workmen’s compensation awards and other 
statutory liens. 

 (13) Irregularities or deficiencies in the record evidence of title to real property 
that (i) in the opinion of counsel for the Company are inconsequential or (ii) exist with 
respect to real property of which the Company has been in possession for a sufficient 
period of time to have acquired title thereto by adverse possession under applicable law. 

 (14) Permitted Prior Liens. 

In determining, for the purpose of any opinion to be delivered under this Indenture, 
whether any of the encumbrances referred to in paragraphs (7) and (9) above impair the use of 
the property subject thereto in the operation of the business of the Company, counsel giving such 
opinion may rely on an Officers’ Certificate. 

Any cash deposited with the Trustee in accordance with paragraph (11) above shall be 
held by the Trustee and applied by it to the discharge of the lien in respect of which it was 
deposited when and if such lien shall have been finally determined by a court of competent 
jurisdiction or when so directed by the Company prior to such adjudication.  Any cash so 
deposited remaining after the discharge of such lien shall be returned to the Company.  The 
Trustee may rely upon an Opinion of Counsel as to any such adjudication and as to the discharge 
of such lien. 

Any cash deposited with the Trustee pursuant to paragraph (11) above held at the date of 
discharge of this Indenture shall be repaid to the Company upon Company Order. 
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“Permitted Prior Lien” means any mortgage, security interest, lien or encumbrance 
described in Section 5.08(a) but only to the extent permitted therein. 

“Person” shall mean an individual, partnership, corporation, limited liability company, 
trust or unincorporated organization, and a government or agency or political subdivision 
thereof. 

“Pre-Restatement Series” shall have the meaning set forth in Article Three. 

“Prime Rate” shall have the meaning set forth in Section 5.13. 

“Pro Forma Interest Charges” for any twelve month period shall mean as of the date of 
any determination thereof, the aggregate amount of all Interest Charges which would be payable 
by the Company in such period.  This amount shall be determined on a pro forma basis after 
giving effect to the issuance of any Bonds then proposed to be issued, including all Debt of 
another Person outstanding on the date of determination secured by a lien which shall be prior to 
or rank equally with the lien of the Indenture and calculated based upon all such Debt and Debt 
of the Company which is outstanding on the date of determination. 

“Pro Forma Interest Charges Applicable Ratio” shall mean (i) so long as any 10.96% 
Series Bonds or any 10.70% Series Bonds are Outstanding, a ratio of one and three-fourths 
(1-3/4) and (ii) at all times after both Series of Bonds referred to in clause (i) shall no longer be 
Outstanding, a ratio of one and one-half (1-1/2). 

“Reinvestment Period” means, in the case of any Condemnation Proceeds, the period 
beginning (i) on the date of receipt by (A) the Trustee in the case of Condemnation Proceeds 
subject to Section 11.04 or (B) a Subsidiary in the case of Condemnation Proceeds from the 
Condemnation of assets of such Subsidiary subject to Section 11.05, and ending (ii) at the end of 
the second fiscal year of the Company next following the fiscal year in which such 
Condemnation Proceeds were so received; provided, that in the case of any such Proceeds 
described above which are so received, if, prior to the expiration of the above applicable period 
for such Proceeds, the Company shall deliver to the Trustee an Opinion of Counsel which 
contains an opinion that under the Internal Revenue Code without regard to any extensions the 
IRS may grant, the period in which all or part of such Proceeds may be reinvested to avoid 
recognition of gain, if any, under Section 1033(a) of the Internal Revenue Code from the sale or 
conversion of the assets from which such Proceeds were received, is greater than the period 
specified above, then such period shall be increased to the greater period specified in such 
opinion for such Proceeds but not greater than the period beginning with such date such Proceeds 
were so received and ending at the end of the third fiscal year next following the fiscal year in 
which such Proceeds were so received; provided, further, that “Reinvestment Period” shall mean 
with respect to any Condemnation Proceeds, the period determined pursuant to the foregoing 
provisions of this definition and shall include any extension or extensions thereof permitted 
pursuant to the provisions of Section 11.04 or 11.05. 
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“Reinvestment Proceeds” shall mean any Condemnation Proceeds, Casualty Proceeds 
and Sale Proceeds (including Subsidiary Stock Sale Proceeds) which may be invested pursuant 
to the provisions of Section 11.11. 

“Rentals” shall mean and include all fixed rents (including as such all payments which 
the lessee is obligated to make to the lessor on termination of the lease or surrender of the 
property) payable by the Company, as lessee or sublessee under a lease of real or personal 
property, but shall be exclusive of any amounts required to be paid by the Company (whether or 
not designated as rents or additional rents) on account of maintenance, repairs, insurance, taxes 
and similar charges.  

“Repurchase Agreement” means any written agreement 

 (a) that provides for (i) the transfer of one or more United States 
Governmental Securities in an aggregate principal amount at least equal to the amount of 
the Transfer Price (defined below) to the Company or any of its Subsidiaries from an 
Acceptable Bank or an Acceptable Broker-Dealer against a transfer of funds (the 
“Transfer Price”) by the Company or such Subsidiary to such Acceptable Bank or 
Acceptable Broker-Dealer, and (ii) a simultaneous agreement by the Company or such 
Subsidiary, in connection with such transfer of funds, to transfer to such Acceptable Bank 
or Acceptable Broker-Dealer the same or substantially similar United States 
Governmental Securities for a price not less than the Transfer Price plus a reasonable 
return thereon at a date certain not later than 365 days after such transfer of funds, 

 (b) in respect of which the Company or such Subsidiary shall have the right, 
whether by contract or pursuant to applicable law, to liquidate such agreement upon the 
occurrence of any default thereunder, and 

 (c) in connection with which the Company or such Subsidiary, or an agent 
thereof, shall have taken all action required by applicable law or regulations to perfect a 
lien in such United States Governmental Securities. 

“Responsible Officer”, when used with respect to the Trustee, shall mean (i) when BNY 
Western Trust Company is acting as Trustee, any Vice President or any officer in the Corporate 
Trust Department, or (ii) when any successor to BNY Western Trust Company is acting as 
Trustee, any Vice President or any officer in the department of such successor which is 
responsible for the administration of the trust under the Indenture. 

“Restatement Date” shall mean May 16, 2002. 

“Restated Indenture” shall mean the Indenture as restated in the Eighth Supplemental 
Indenture dated as of May 1, 2002. 

“Retired Bonds” shall have the meaning set forth in Section 4.02. 
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“SICC” shall mean SICC, Inc., a California corporation which is a Subsidiary of the 
Company. 

“SICC Capital Contributions” shall mean any capital contributions made to SICC by the 
Company or any other Subsidiary, excluding the $9,479,000 capital contribution made by the 
Company to SICC prior to the Restatement Date, and shall include any other distribution to 
SICC by the Company or any such Subsidiary which is not an SICC Loan. 

“SICC Loan” shall mean any loan or advance to SICC made by the Company or any 
Subsidiary the obligation for repayment of which is evidenced by an instrument in writing which 
contains other commercially reasonable terms with a maturity not to exceed three years. 

“S&P” means Standard & Poor’s Ratings Group, a division of The McGraw-Hill 
Companies, Inc. 

“Stockholders Equity” of any Person means the sum of the par value of the stock of such 
Person and, in the case of stock having no par value or having a stated value, the value stated on 
the books of such Person, plus the total amount of surplus of such Person, whether earned, paid 
in or capital, less the amount of any net deficit in the surplus account of such Person and plus the 
amount of any premium on capital stock not included in surplus, all determined in accordance 
with generally accepted accounting principles; provided, however, that in determining the 
surplus of such Person, no effect shall be given to any unrealized write-up or write-down in the 
value of assets or any amortization thereof, except for write-downs consisting of reserves for 
depreciation, depletion, amortization and property retirement determined in accordance with 
generally accepted accounting principles, which reserves shall have been created by charges 
made by such Person on its books. 

“Subsidiary” shall mean any corporation which has more than fifty percent (50%) of its 
outstanding Voting Stock owned at the time of reference, directly or indirectly, by the Company, 
or by one or more Subsidiaries, or by the Company and one or more Subsidiaries. 

“Trust Indenture Act” shall mean the Trust Indenture Act of 1939, as amended, as in 
force at the date of execution of this Indenture, or, if this Indenture is first qualified under the 
Trust Indenture Act after such date of execution, as in force at the date of such qualification. 

“Trust Moneys” has the meaning stated in Section 14.01. 

“Trustee” means BNY Western Trust Company, a California banking corporation, until a 
successor Trustee shall have become such pursuant to the applicable provisions of this Indenture, 
and thereafter Trustee shall mean such successor Trustee. 

“United States Governmental Security” means any direct obligation of, or obligation 
guaranteed by, the United States of America, or any agency controlled or supervised by or acting 
as an instrumentality of the United States of America pursuant to authority granted by the 
Congress of the United States of America, so long as such obligation or guarantee shall have the 
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benefit of the full faith and credit of the United States of America which shall have been pledged 
pursuant to authority granted by the Congress of the United States of America. 

“Voting Stock” shall mean stock of any class or classes having ordinary voting power for 
the election of a majority of the directors of such corporation, other than stock having such 
power only by reason of the happening of a contingency. 

“Water and/or Waste Water Businesses” shall mean the water and/or waste water 
businesses including, without limitation the operation and use of systems for the storing, 
transmitting, distributing, supplying, selling, and/or reclaiming water (including, without 
limitation, potable, nonpotable and waste water) and sewage, for domestic, industrial, 
agricultural, fire protection and other purposes. 

ARTICLE TWO 
GENERAL PROVISIONS AS TO THE BONDS 

 Section 2.01. General Designation, Form, Registration and Limitation in Amount of 
Bonds.  The Bonds issued under this Indenture after the Restatement Date shall be designated 
generally as the Company’s First Mortgage Bonds, with the Bonds of each series to be 
designated in such distinctive manner as the Board of Directors may determine.  All Bonds to be 
secured hereby shall be registered bonds without coupons, except as may otherwise be provided 
in any supplemental indenture executed pursuant to Section 9.01.  Such Bonds and the Trustee’s 
certificate of authentication to be endorsed on all Bonds shall be substantially in the form set 
forth in Exhibit A attached hereto and made a part hereof, subject only to such variations, 
additions, substitutions and omissions as are required or permitted by this Indenture.  The 
definitive Bonds shall be printed, typed, lithographed or engraved or produced by any 
combination of these methods, or may be produced in any other manner permitted by the rules of 
any national securities exchange, all as determined by the officers executing such Bonds, as 
evidenced by their execution of such Bonds. 

The aggregate principal amount of Bonds that may be executed and delivered and be 
Outstanding under this Indenture is not limited, except as may be provided in Article Four hereof 
and except as may be limited by law. 

 Section 2.02. Execution of Bonds.  All Bonds to be secured hereby, whether temporary or 
definitive, shall be signed by the President or a Vice President of the Company and attested by its 
Secretary or an Assistant Secretary, which signatures may be facsimiles.  In case any officer who 
shall sign or whose facsimile signature has been placed upon a Bond shall cease to be such 
officer before the Bonds so signed shall have been actually authenticated and delivered by the 
Trustee, such Bond may, nevertheless, upon the request of the Company, be issued, authenticated 
and delivered as though such person had not ceased to be an officer of the Company.  Any Bond 
secured hereby may be signed by any person who may be an officer of the Company at the time 
of such signing, although such person may not have been such officer at the date of such Bond. 

 Section 2.03. Number and Designation of Bonds.  Bonds authenticated under this 
Indenture shall bear such letters, numbers or other identification marks as may be determined by 
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the Company and approved by the Trustee and may contain therein or have imprinted thereon 
such legend or legends as may be required in order to comply with any law or with any rules or 
regulations made pursuant thereto or with the rules of any national securities exchange. 

 Section 2.04. Authentication and Delivery of Bonds by Trustee.  All Bonds, when 
executed by the Company, shall be delivered to the Trustee to be authenticated by it and the 
Trustee shall authenticate and deliver the same only as provided in this Indenture.  Only such 
Bonds as shall bear thereon the certificate of the Trustee, duly signed, shall be secured by this 
Indenture, or entitled to any lien or benefit hereunder, and such certificate of the Trustee upon 
any such Bond executed on behalf of the Company shall be conclusive evidence, and the only 
evidence, that the Bond so authenticated has been duly issued hereunder and that the holder 
thereof is entitled to the benefits of the trust hereby created. 

 Section 2.05. Bonds Issuable in Series; Terms of Bonds.  At the option of the Company, 
the Bonds may be issuable in one or more series.  The Bonds of any series issued after the 
Restatement Date may (1) be given a distinguishing name which must contain “First Mortgage 
Bonds”, (2) be of such denomination or denominations, (3) bear such rate of interest, payable on 
such interest payment dates, (4) mature at such time, and in the case of Bonds of serial 
maturities, at such times, (5) contain such provisions as to payment of, or payment without 
deduction for, or reimbursement for, any tax or taxes, (6) contain such provisions respecting any 
sinking, amortization, improvement, renewal or other analogous fund for the exclusive benefit of 
any one or more series, (7) be exchangeable for or convertible into stock or other securities, 
(8) be redeemable at such price or prices and upon such terms, (9) be payable and subject to 
registration and transfer at such place or places, and (10) contain such other provisions not 
inconsistent with the terms of this Indenture, all as may be specified in such Bonds and in the 
Board Resolutions and the supplemental indenture providing for the creation and issuance of 
such series.  All Bonds of any one series shall be identical in all respects, except that they may 
differ as to denomination, date and, in the case of Bonds with serial maturities, as to time of 
maturity, interest rate and redemption price.  In the event that the denominations of any series of 
Bonds are not specified in the Board Resolutions or supplemental indenture, the Bonds of such 
series shall be of the denomination of One Thousand Dollars ($1,000) or any multiple thereof. 

 Section 2.06. Procedure for Creation of New Series of Bonds.  Whenever the Company 
shall determine to create a new series of Bonds secured by this Indenture, it shall file with the 
Trustee a Board Resolution describing such series, and shall execute, acknowledge and deliver a 
supplemental indenture likewise describing such series, stating the amount of additional Bonds 
to be issued pursuant thereto and containing such other provisions as may be necessary or 
appropriate, and thereafter Bonds of such series may be issued from time to time subject to the 
conditions and provisions of this Indenture. 

 Section 2.07. Equal Security of Bonds.  No series of Bonds issued hereunder shall have 
any preference as to the security afforded by this Indenture over any other series of Bonds issued 
or to be issued hereunder, and no Bond of any series shall have any such preference over any 
other Bond of the same or any other series; provided, however, that the Bonds of any series may 
contain terms and conditions that differ from Bonds of other series in the respects set forth in 
Section 2.05 hereof; and provided, further, that the Company may authorize, execute and deliver 
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indentures supplemental to this Indenture for the purposes set forth in Subsection (b) of 
Section 9.01 hereof. 

 Section 2.08. Date of Bonds and Interest.  All Bonds issued under this Indenture shall 
bear interest from, and shall be dated as of, the interest payment date next preceding the date on 
which the same shall be authenticated by the Trustee, or, if such date of authentication shall be 
an interest payment date, such Bonds shall bear interest from and shall be dated as of such 
interest payment date, or if such date of authentication shall be a date prior to the first interest 
payment date for the Bonds of the series being authenticated, then unless the supplemental 
indenture pursuant to which the Bonds are being created and issued provides otherwise, such 
Bonds shall bear interest from, and shall be dated as of, the date of initial issuance of such 
Bonds; provided, however, that if at the time of authentication of any Bond of any series, interest 
is in default on Outstanding Bonds of such series, such Bonds shall bear interest from, and shall 
be dated as of, the interest payment date for such series to which interest has previously been 
paid or made available for payment on Outstanding Bonds of such series. 

 Section 2.09. Bond Register, Registrar and Transfer Agent.  The Company hereby 
constitutes and appoints the Trustee as Bond Registrar and transfer agent for the purpose of 
registering and transferring Bonds entitled to be so registered or transferred and the Company 
shall keep or cause to be kept at the principal office of the Trustee, books for the registration and 
transfer of Bonds issued hereunder (the Bond Register) showing, among other things, all original 
issuances and subsequent transfers of Bonds. 

The Company, by Board Resolution, may name such co-registrars and co-transfer agents 
of the Bonds as the Company deems appropriate and shall cause to be kept at the principal office 
of each such co-registrar or co-transfer agent a duplicate of the Bond Register. 

 Section 2.10. Transfer of Bonds; Charges Therefor; Ownership of Bonds.  Any Bond may 
be transferred upon surrender thereof to the Trustee, at its principal office, accompanied by such 
duly executed instruments of transfer as may be required by the Company and the Trustee, and 
thereupon the Company shall issue in the name of the transferee or transferees or in the name of 
the person making the transfer, as the case may be, and the Trustee shall authenticate and deliver 
a new Bond or Bonds of the same series and maturity, in authorized denominations, for a like 
aggregate principal amount. 

Unless otherwise provided in the supplemental indenture creating the particular series of 
Bonds, upon every transfer of Bonds as permitted in this Section, the Company shall make no 
service charge against any holder of a Bond or his transferee for any transfer, but the Company 
may require, as a condition to such transfer, the payment of a sum sufficient to reimburse it for 
any stamp tax or other governmental charge that may be imposed thereon, which sum shall be 
paid by the party requesting such transfer. 

The Company shall not be required to make any transfer or transfers of any Bond or 
Bonds during the fifteen days next preceding any date on which either interest is to be paid 
thereon or Bonds of the same series are to be selected for redemption, nor may transfer be 
required with respect to any Bonds that have been called for redemption or that have matured. 
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The person in whose name any Bond shall be registered shall for all the purposes of this 
Indenture be regarded as the owner thereof, and the payment of or on account of the  principal of 
or interest (and premium, if any) on such Bond shall be made only to such registered holder or 
upon his order.  All payments so made shall be valid and effectual to satisfy and discharge the 
liability upon such Bond to the extent of the sum or sums so paid. 

 Section 2.11. Temporary Bonds.  Pending the preparation of any definitive Bonds to be 
issued under and secured by this Indenture, the Company may execute and deliver temporary 
Bonds, which may be printed or typewritten, substantially of the tenor and effect of the definitive 
Bonds, in denomination of One Thousand Dollars ($1,000) or any multiple thereof.  Any such 
temporary Bond shall be authenticated by the Trustee in the same manner as the definitive Bonds 
and such authentication shall constitute conclusive evidence that the temporary Bonds so 
authenticated have been duly issued under this Indenture and that the holders thereof are entitled 
to the benefits of the trust hereby created.  Such temporary Bonds so issued and authenticated 
shall be exchangeable without expense to the holder for definitive Bonds of the same series and 
maturity, to be issued under and secured by this Indenture, and upon any such exchange such 
temporary Bonds shall be fo rthwith cancelled by the Trustee.  Any such temporary Bonds may 
also be exchanged for other temporary Bonds of the same series and maturity and for the same 
aggregate principal amount.  Until so exchanged, such temporary Bonds shall be in all respects 
entitled to the lien and security of this Indenture as Bonds issued and authenticated hereunder.  
Upon demand, without unnecessary delay the Company will execute and will furnish definitive 
Bonds to be exchanged for such temporary Bonds upon surrender of such temporary Bonds at 
the office of the Trustee. 

 Section 2.12. Replacement Bonds.  In case any Bond issued hereunder shall be mutilated, 
lost, stolen or destroyed, the Company may, in its discretion, issue and deliver and the Trustee 
shall authenticate a new Bond of like tenor, effect and date: 

 (i) in lieu of and substitution for and upon surrender and cancellation of the 
mutilated Bond, or 

 (ii) in lieu of and substitution for the Bond so lost, stolen or destroyed, upon 
receipt of evidence satisfactory to the Company and the Trustee of the loss, theft or 
destruction of such Bond, and upon receipt also of indemnity satisfactory to each of them. 

Subject to the provisions of Section 7.01 hereof, the Trustee shall incur no liability for 
anything done by it pursuant to this Section.  Any Bond issued pursuant to this Section shall 
constitute an original contractual obligation on the part of the Company and shall be secured 
equally and ratably with all other Bonds issued hereunder and then Outstanding.  Any such 
replacement Bond may bear such endorsement as may be prescribed by the Company with the 
approval of the Trustee. 

 Section 2.13. Effect of Replacement.  Each Bond delivered pursuant to any provision of 
this Indenture in substitution for the whole or any part, as the case may be, of one or more other 
Bonds shall carry all of the rights to interest accrued and unpaid, and to accrue, that were carried 
by the whole or such part, as the case may be, of such one or more other Bonds, and, 
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notwithstanding anything contained in this Indenture, such Bond shall bear such date that neither 
gain nor loss in interest shall result from such substitution. 

 Section 2.14. Disposition of Surrendered Bonds.  All Bonds surrendered for payment, 
redemption, transfer or replacement, if surrendered to the Trustee, shall be promptly cancelled by 
it, and, if surrendered to the Company, shall be delivered to the Trustee for cancellation and shall 
be promptly cancelled by the Trustee.  The Company may at any time deliver to the Trustee for 
cancellation any Bonds previously authenticated and delivered hereunder that the Company may 
have acquired in any manner whatsoever and all Bonds so delivered shall be promptly cancelled 
by the Trustee.  Upon cancellation by the Trustee of any Bonds pursuant to this Section or 
Section 2.11, such Bonds shall be disposed of as directed by a Company Order. 

ARTICLE THREE 
BONDS OF THE PRE-RESTATEMENT SERIES  

The Bonds of each Pre-Restatement Series shall have the terms, rates and other 
provisions specified in the respective supplemental indenture pursuant to which such Pre-
Restatement Series was issued which shall remain the same except as otherwise herein or 
hereinafter modified.  The text of the Bonds of each Pre-Restatement Series and of the 
authentication certificate of the Trustee shall be, respectively, substantially of the tenor and 
effect recited in the form of bond contained in the supplemental indenture pursuant to which 
such Pre-Restatement Series was issued and shall remain the same except as otherwise herein or 
hereinafter provided.  As used herein, a “Pre-Restatement Series” of Bonds shall mean Bonds of 
each of the following series of First Mortgage Bonds issued under the Indenture which has the 
following principal amount of Bonds outstanding (rounded to the nearest dollar) on the 
Restatement Date: 

 (i) $2,151,800 aggregate principal amount of First Mortgage 10.96% Series 
Bonds due November 1, 2012; 

 (ii) $8,000,000 aggregate principal amount of First Mortgage 8.18% Series 
Bonds due May 20, 2014; 

 (iii) $3,729,590 aggregate principal amount of First Mortgage 10.70% 
Series Bonds due January 15, 2016; 

 (iv) $10,000,000 aggregate principal amount of First Mortgage 7.59% Series 
Bonds due August 31, 2025; and 

 (v) $7,000,000 aggregate principal amount of First Mortgage 8.82% Series 
Bonds due June 1, 2020. 

The principal of and the premium, if any, and the interest on the Bonds issued prior to the 
Restatement Date shall be payable at the principal office of the Trustee in the City of Los 
Angeles, California (or, if there be a successor to said Trustee, at its principal office), in coin or 

WWH000372



  

-22- 

currency of the United States of America which at the time of payment is legal tender for public 
and private debts. 

The Bonds of each Pre-Restatement Series shall be redeemable at the price and on the 
conditions stated in the supplemental indenture to this Indenture pursuant to which such Pre-
Restatement Series was issued, any such redemption to be effected in accordance with the 
provisions of Article Fourteen of this Indenture. 

ARTICLE FOUR 
ISSUANCE OF ADDITIONAL BONDS 

 Section 4.01. Issuance of Additional Bonds Based on Coverage and Total Capitalization 
Tests.  In addition to the principal amount of the five Pre-Restatement Series of Bonds described 
in Article Three, the Company may, at any time and from time to time execute and deliver to the 
Trustee for authentication additional Bonds (“Additional Bonds”) in an aggregate principal 
amount requested the subject to the following provisions.  The Additional Bonds so delivered 
shall be authenticated and delivered by the Trustee upon Company Order, dated as of the date of 
authentication and delivery of Additional Bonds then being applied for, accompanied by the 
following: 

 (a) A Board Resolution authorizing the issuance of a specified principal 
amount of Additional Bonds of one or more designated series and specifying (subject to 
the provisions of this Indenture) the series, maturity, rate of interest, dates of payment 
thereof, redemption and/or conversion provisions, if any, denominations and/or any other 
appropriate provisions of the Additional Bonds. 

 (b) An Officers’ Certificate, dated the date of authentication of Additional 
Bonds, stating that (i) no Default or Event of Default exists hereunder, (ii) all conditions 
precedent set forth in this Indenture relating to the authentication and delivery of such 
Additional Bonds have been complied with, and (iii) there has been no change in the 
information set forth in the Certificate filed pursuant to Subsection (c) or Subsection (d) 
of this Section 4.01 that would alter the information set forth in such Certificate so as to 
cause such Certificate to fail to comply with the requirements of said Subsections as of 
the date of authentication and delivery of the Additional Bonds. 

 (c) An available income certificate, dated the date of authentication of 
Additional Bonds, in substantially the form attached hereto as Exhibit B (an “Available 
Income Certificate”), showing that the Income Available for Interest Charges of the 
Company (or its predecessors), for a period of twelve consecutive months during the 
fifteen months immediately preceding the first day of the month in which the 
authentication of the Additional Bonds is made, shall have been a multiple of Pro Forma 
Interest Charges for the twelve month period succeeding the date of issuance of the 
Additional Bonds at least equal to the Pro Forma Interest Charges Applicable Ratio.  In 
case the Company shall have acquired, by merger or otherwise, any property as an 
operating water utility system (an “Acquired System”) within or after the particular 
period for which the calculation of Income Available for Interest Charges is made, or, is 
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to acquire such an Acquired System simultaneously with the authentication and delivery 
of the Additional Bonds then applied for, then in computing Income Available for 
Interest Charges, there shall be included, to the extent it may not have been otherwise 
included, the Income Available for Interest Charges (or net loss) of such Acquired 
System, determined as provided in Section 1.02 in the definition thereof, as if such 
Acquired System had been owned by the Company during the whole of such period.  Any 
increase or decrease in gross revenues of the Company attributable to higher or lower 
rates that have been in effect for less than the full twelve-month period for which the 
computation of the Available Income Certificate is based shall be annualized for such 
Certificate and there shall also be annualized for such Certificate the related and fixed 
expenses and charges as are known to the principal officers of the Company. 

 (d) A capitalization certificate, dated not more than thirty days before the date 
of authentication of Additional Bonds, in substantially the form attached hereto as 
Exhibit C (a “Capitalization Certificate”), showing that after giving effect to the sale of 
such Additional Bonds and the application of the proceeds from the sale of such 
Additional Bonds, the aggregate Consolidated Debt then outstanding will not exceed a 
percentage of Consolidated Total Capitalization equal to the Consolidated Total 
Capitalization Applicable Percentage. 

 (e) An Opinion of Counsel, dated not more than five days before the date of 
authentication of Additional Bonds, 

 (1) specifying the requirements, if any, of any tax or recording or 
filing law applicable to the issuance of the Additional Bonds, or stating that there 
are no such legal requirements; 

 (2) Either (a) specifying the certificates or other evidence that will be 
sufficient to show the authorization or approval of, or consent to, the issuance by 
the Company of the Additional Bonds, by any Federal, state or other 
governmental regulatory agency at the time having jurisdiction over such issuance 
and stating that the authorization, approval or consent of no other governmental 
body is required, or (b) stating that no such authorization, approval or consent is 
required; 

 (3) stating that the Additional Bonds have been duly authorized and, 
when executed by the Company, authenticated and delivered by the Trustee and 
issued by the Company, upon payment therefor, will be valid and binding 
obligations of the Company and entitled to the benefits of and secured by the lien 
of this Indenture equally and ratably with all other Bonds hereby secured, subject 
to the provisions of bankruptcy, insolvency or similar laws and legal or equitable 
principles affecting the rights of creditors generally; and 

 (4) stating that the documents and other items that have been or are 
therewith delivered to the Trustee conform to the requirements of this Indenture, 
and that, upon the basis of the Company Order and the accompanying documents 
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or other items specified in this Article, all conditions precedent specified in this 
Indenture relating to the Additional Bonds have been complied with, and the 
Additional Bonds may be lawfully authenticated and delivered under this Article. 

The Opinion of Counsel may be based, and may state that such counsel rely, upon 
title reports, code searches, title policies and the opinion of other counsel deemed reliable 
by such counsel and copies of any such reports, policies and opinions shall be furnished 
to the Trustee upon request. 

 (f) An Officers’ Certificate, dated not more than five days before the date of 
authentication of Additional Bonds, 

 (1) stating that the Company has good and marketable title to all tracts 
or parcels of land and the improvements thereon of the Company and that all such 
tracts, parcels or improvements are specifically described (i) in the Original 
Indenture, (ii) in all supplemental indentures previously executed and recorded, or 
(iii) in the supplemental indenture providing for the creation of the Additional 
Bonds (except any of such tracts, parcels or improvements that have been duly 
released from the lien hereof) and are subject only to Permitted Encumbrances 
and that all of such tracts or parcels of land and improvements thereon have been 
subjected to the lien of this Indenture; and 

 (2) stating that based on an examination of pertinent records in all 
jurisdictions in which the Company owns personal property, all personal property 
of the Company (other than Excepted Property and property acquired within the 
limitations of Section 5.08) is free from any recorded lien or security interest, 
subject only to Permitted Encumbrances. 

The Officers signing the Officers’ Certificate may rely upon title reports, code 
searches, title policies and the opinion of counsel deemed reliable and copies thereof shall 
be furnished to the Trustee upon request. 

 (g) Certificates and/or other evidence showing compliance with the 
requirements, if any, specified in the Opinion of Counsel as provided by Paragraphs (1) 
and (2) of the foregoing Subsection (e). 

 (h) A supplemental indenture providing for the creation and issuance of the 
Additional Bonds and stating the maximum principal amount thereof, and otherwise 
meeting the requirements of Section 4.03. 

The Certificates required by Subsections (c) and (d) of this Section shall be Officers’ 
Certificates. 

 Section 4.02. Additional Bonds Against Retired Bonds.  The Company may at any time 
and from time to time execute and deliver to the Trustee for authentication, Additional Bonds 
against all Bonds of (A) any Pre-Restatement Series Outstanding on the Restatement Date or 
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(B) any other series issued after the Restatement Date, which, in each case, either (i) have been 
acquired, paid or redeemed by the Company or (ii) are Outstanding and notice for the redemption 
of which has been duly given pursuant to this Indenture and an amount of cash sufficient for the 
purpose of redeeming such Bonds shall have been deposited by the Company with the Trustee, if 
subject to redemption, or for the purpose of paying or retiring such Bonds at maturity  
(collectively, the “Retired Bonds”) and the aggregate principal amount of such Additional Bonds 
shall not exceed the aggregate principal amount of Retired Bonds against which such Additional 
Bonds are being issued.  The Additional Bonds so delivered shall be authenticated and delivered 
by the Trustee upon Company Order, dated as of the date of authentication and delivery of 
Additional Bonds then being applied for, accompanied by the following: 

 (a) A Board Resolution authorizing the issuance of a specified principal 
amount of Additional Bonds of one or more designated series and specifying (subject to 
the provisions of this Indenture) the series, maturity, rate of interest, dates of payment 
thereof, redemption and/or conversion provisions, if any, denominations and/or any other 
appropriate provisions of the Additional Bonds. 

 (b) An Officers’ Certificate dated the date of authentication of Additional 
Bonds stating that (i) no Default or Event of Default exists hereunder, (ii) all conditions 
precedent set forth in this Indenture relating to the authentication and delivery of such 
Additional Bonds have been complied with, and (iii) there has been no change in the 
information set forth in any Certificate filed pursuant to Subsection (c) or Subsection (d) 
of this Section 4.02 that would alter the information set forth in such Certificate so as to 
cause such Certificate to fail to comply with the requirements thereof as of the date of 
authentication and delivery of the Additional Bonds. 

 (c) If the Additional Bonds being applied for have a rate of interest greater 
than the rate of interest of the Retired Bonds, an Available Income Certificate meeting 
the requirements of Subsection (c) of Section 4.01. 

 (d) A capitalization certificate, dated not more than thirty days before the date 
of authentication of Additional Bonds, in substantially the form attached hereto as 
Exhibit C (a “Capitalization Certificate”), showing that after giving effect to the sale of 
such Additional Bonds and the application of the proceeds from the sale of such 
Additional Bonds, the aggregate Consolidated Debt then outstanding will not exceed a 
percentage of Consolidated Total Capitalization equal to the Consolidated Total 
Capitalization Applicable Percentage. 

 (e) An Opinion of Counsel, dated the date of authentication and delivery of 
the Additional Bonds, covering the matters set forth in Paragraphs (1), (2), (3) and (4) of 
Subsection (e) of Section 4.01. 

 (f) Retired Bonds in an aggregate principal amount equal to the aggregate 
principal amount of Additional Bonds whose authentication and delivery are then applied 
for; provided, however, that in lieu of delivering such Retired Bonds to the Trustee (i) if 
any of the Retired Bonds against which such Additional Bonds are being issued are 
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Outstanding and notice for the redemption thereof has been duly given pursuant to the 
Indenture, the Company shall deliver cash in an amount sufficient to redeem such Retired 
Bonds, or (ii) if any of the Retired Bonds against which such Additional Bonds are being 
issued have been previously paid, redeemed or otherwise retired and ceased to be 
Outstanding, an Officers’ Certificate dated the date of authentication of the Additional 
Bonds to that effect and identifying the specific Retired Bonds referred to. 

 (g) A supplemental indenture providing for the creation and issuance of the 
Additional Bonds and stating the maximum principal amount thereof and otherwise 
meeting the requirements of Section 4.03. 

All Bonds theretofore issued hereunder and received by the Trustee pursuant to the 
provisions of this Section 4.02 shall be cancelled by the Trustee as provided in Article Twelve of 
this Indenture. 

 Section 4.03. Supplemental Indentures.  Each supplemental indenture required by 
Section 4.01 or 4.02 shall be properly executed on its behalf by the appropriate officers of the 
Company, acceptable in form and content to the Trustee, and shall subject to the lien of this 
Indenture all property acquired by the Company after the date of this Indenture, other than 
Excepted Property, and not previously described in any previously recorded supplemental 
indenture, specifically describing all tracts or parcels of land included in such property.  Each 
such supplemental indenture shall be in such form as to qualify it for recording in the 
jurisdictions in which any property of the Company, other than Excepted Property, is located; 
and it shall be so recorded. 

ARTICLE FIVE 
COVENANTS OF THE COMPANY 

The Company hereby covenants and agrees for the benefit of the holders of the Bonds 
and their successors in interest that, so long as any Bonds remain Outstanding: 

 Section 5.01. Payment.  The Company will duly and punctually pay or cause to be paid 
the principal of (and premium, if any) and interest on the Bonds at the times and places and in 
the manner specified in the Bonds and herein.  Notwithstanding the above or any other 
provisions of this Indenture or any Bond issued hereunder, the Company may enter into an 
agreement with the holder of any Bond providing for the payment to such holder, without 
presentation or surrender of such Bond, of the principal of (and premium, if any) and interest on 
such Bond or any part thereof at a place other than as designated therein or in such Bond, 
providing for the payment to such holder of all or a portion of the principal of and the premium, 
if any, and interest on such Bond at a place other than the place specified in such Bond as the 
place for such payment without the necessity in the case of a partial payment of principal, of 
surrendering the Bond for a new Bond, and in accordance with Section 12.05 for the making of 
notation of principal payments on such Bond by such holder.  The Trustee is authorized to 
consent to any such agreement and shall not be liable or responsible to any such ho lder or to the 
Company for any act or omission on the part of the Company or any holder of a Bond in 
connection with any such agreement.  The Company covenants that in the case of any series of 
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Bonds with respect to which principal, interest and premium, if any, are being paid by the 
Trustee or a Paying Agent, the Company will deposit with the Trustee or with a Paying Agent, if 
other than the Trustee, an amount of money sufficient to make such payments of principal (and 
premium, if any,) and interest on the  Bonds, such deposit to be made with the Trustee not later 
than one business day before the date such payment or payments are due.  All amounts so 
deposited shall be held in trust for the accounts of the holders of the obligations due on such date 
and shall be applied to the payment thereof. 

 Section 5.02. Taxes and Assessments.  The Company will and will cause each of its 
Subsidiaries to file all tax returns required to be filed in any jurisdiction and will duly and 
punctually pay and discharge all taxes shown to be due and payable on such returns and all other 
taxes, assessments, governmental charges, or levies imposed on them or any of their properties 
including any of the Mortgaged Property, to the extent such taxes and assessments have become 
due and payable and before they have become delinquent and all claims for which sums have 
become due and payable that have or might become a lien on the Mortgaged Property or other 
properties or assets of the Company or any Subsidiary; provided, however, that nothing herein 
contained shall require the Company or any Subsidiary to pay any such tax, assessment, charge 
or levy so long as the Company or such Subsidiary shall in good faith contest the validity of the  
same by appropriate legal proceedings and stay any execution thereof and so long as adequate 
reserves in respect thereof have been established in accordance with GAAP and the Company’s 
or such Subsidiary’s title to and right to use its property is not adversely affected thereby. 

 Section 5.03. Maintenance of Corporate Existence and Rights; Compliance With Laws.  
Subject to the provisions of Article Ten and Section 11.03 hereof, the Company will and will 
cause each Subsidiary to do all things necessary to preserve, extend, and renew its corporate 
existence and its qualified status in any state in which it may engage in business, and to preserve 
and renew all franchises, rights of way, easements, permits and licenses now held by it or 
hereafter granted to or conferred upon it and to comply with all laws and ordinances applicable 
to the Company or such Subsidiary or their properties; provided, however, that (i) neither the 
Company nor any Subsidiary shall be required to preserve any such franchise, right, easement, 
permit or license if the Board of Directors shall determine that such preservation is no longer 
desirable in the conduct of the business of the Company and will comply with all valid laws, 
ordinances, regulations and requirements applicable to it or its property and (ii) the obligation to 
maintain the corporate existence of the Subsidiaries shall not be deemed to prohibit the merger of 
a Subsidiary into the Company or another Subsidiary. 

 Section 5.04. Conduct Business and Maintain Property.  The Company will and will 
cause each Subsidiary to conduct its business in a businesslike manner and will cause all of its 
property, plants and equipment used and useful in conducting its business (except for such 
Mortgaged Property as may be disposed of or released from the lien hereof pursuant to Article 
Eleven) to be maintained and kept in good repair and working order in accordance with 
standards generally acceptable in the utility industry and to render service adequate to meet the 
reasonable requirements for the communities in which it is operating and to replace worn out or 
damaged property of the Company or such Subsidiary with other property suitable to its 
business; provided, however, (i) that all plants and equipment of the Company or any Subsidiary 
which have become useless or unused and no longer intended to be used, will be abandoned and 
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retired on the books of the Company or such Subsidiary and (ii) nothing contained herein shall 
be construed to prevent the Company or any Subsidiary from discontinuing the operation of any 
of its plants or portions thereof or any other of its properties if, in the judgment of the Company 
such discontinuance is desirable and the Company has concluded that such discontinuance could 
not reasonably be expected to have an adverse effect upon the Company or such Subsidiary, as 
the case may be. 

 Section 5.05. Insurance.  The Company will and will cause each Subsidiary to insure and 
keep insured in a reasonable amount with financially sound and reputable insurance companies 
all property and equipment of a character usually insured by companies of relatively the same 
size engaged in the same or a similar business against liabilities or damages of the kind 
customarily insured against by such companies. 

All policies or other contracts for such insurance upon any part of the Mortgaged 
Property shall provide that the proceeds of such insurance (except in the case of any particular 
casualty resulting in damage or destruction not exceeding $250,000 in the aggregate) shall be 
payable to the Trustee to be held and applied by the Trustee as a part of the Mortgaged Property; 
provided, however, that, with respect to any part of the Mortgaged Property that is subject to a 
Permitted Prior Lien or Permitted Encumbrance, the loss under any such insurance policy or 
contract may be payable also to the trustee, mortgagee or other holder of such prior lien or 
Permitted Encumbrance, as its interest may appear.  Each policy or other contract for such 
insurance shall contain an agreement by the insurer that, notwithstanding any right of 
cancellation reserved to such insurer, such policy or contract shall continue in force for the 
benefit of the Trustee for at least 30 days after written notice to the Trustee by such insurer of 
such cancellation.  Upon the execution of the Restated Indenture, and on or before May 30 of 
each year thereafter, and at any time upon the request of the Trustee, the Company will file with 
the Trustee an Officers’ Certificate containing a detailed list of the insurance in effect upon the 
Mortgaged Property on a date therein specified (which date shall be within 30 days of the filing 
of such certificate) and stating the names of the insurers with which the outstanding policies and 
their contracts are carried, the amounts and expiration dates of such policies and other contracts, 
and specifying the property and risks covered thereby, and stating that said insurance complies 
with this Section. 

Any appraisement or adjustment of any loss or damage of or to any part of the Mortgaged 
Property and any settlement in respect thereof which may be agreed upon between the Company 
and any insurer, as evidenced by an Officers’ Certificate, shall be assented to and accepted by the 
Trustee. 

All proceeds of any insurance on any part of the Mortgaged Property not payable to the 
Trustee or the trustee, mortgagee or other holder of a prior lien or Permitted Encumbrance shall 
be applied by the Company to the repair, restoration or replacement of the Mortgaged Property.  
All proceeds of any insurance on any part of the Mortgaged Property payable to the Trustee shall 
be deposited with the Trustee to be held and paid over or applied by it as provided in 
Section 11.07 and Article Fourteen. 
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 Section 5.06. Limitations on Debt.  (a) The Company will not and will not permit any 
Subsidiary to create, incur, assume, guarantee or otherwise become directly or indirectly liable 
with respect to any Debt except: 

 (1) Debt of the Company and its Subsidiaries outstanding on the Restatement 
Date, 

 (2) other Debt of the Company and its Subsidiaries provided that at the time 
of issuance thereof and after giving effect to the application of the proceeds thereof: 

 (i) the aggregate Consolidated Debt then outstanding will not exceed 
a percentage of Consolidated Total Capitalization equal to the Consolidated Total 
Capitalization Applicable Percentage, and 

 (ii) in the case of the issuance of any Funded Debt by a Subsidiary, the 
aggregate Funded Debt of all Subsidiaries then outstanding will not exceed 20% 
of Consolidated Tangible Net Worth; 

 (b) Any corporation which becomes a Subsidiary after the Restatement Date shall for 
all purposes of this Section 5.06 be deemed to have created, incurred or assumed at the time it 
becomes a Subsidiary all Debt of such corporation existing immediately after it becomes a 
Subsidiary. 

 Section 5.07. Restricted Payments, SICC Loans.  (a) The Company will not, except as 
herein provided: 

 (1) Declare any dividends, either in cash or property, on any of its common 
stock (except dividends payable solely in shares of common stock of the Company); or 

 (2) Directly or indirectly, through any Subsidiary or otherwise, purchase, 
redeem or retire any of its capital stock or any warrants, rights or options to purchase or 
otherwise acquire any shares of its common stock (except in exchange for or out of the 
substantially concurrent issue and sale of shares of its common stock, or warrants, rights 
or options to purchase or otherwise acquire any shares of its common stock); or 

 (3) Make any other payment or distribution, either directly or indirectly or 
through any Subsidiary, in respect of its common stock; or 

 (4) Make any SICC Capital Contributions; 

(all such non-excepted declarations, payments, purchases, redemptions, retirements, distributions 
and SICC Capital Contributions being herein collectively called “Restricted Payments”), if after 
giving effect thereto any Event of Default shall have occurred which shall then be continuing or 
the aggregate amount of all Restricted Payments declared or made during the period from and 
after December 31, 2001 to and including the date of the making of the Restricted Payment in 
question would exceed the sum of (i) Net Income for such period, computed on a cumulative 

WWH000380



  

-30- 

basis for said period (or, if such Net Income is a deficit figure, then minus 100% of such deficit) 
and (ii) $10,787,000. 

The Company will not (i) declare any dividend which constitutes a Restricted Payment 
payable more than 60 days after the  date of declaration or (ii) make any Restricted Payment 
during the continuance of an Event of Default as defined in Section 6.01 hereof.  For purposes of 
this Section 5.07, the amount of any Restricted Payment which is payable or distributable in 
property other than cash or shares of capital stock of the Company shall be deemed to be the 
greater of the book value or fair market value (as determined in good faith by the Board of 
Directors of the Company) of such property as of the date of the declaration of such Restricted 
Payment. 

 (b) The Company will not at any time permit the sum of the aggregate principal amount 
of SICC Loans plus accrued interest thereon to exceed 5% of the Stockholders Equity of the 
Company. 

 Section 5.08. Restrictions on Encumbrances.  The Company will not create or suffer to 
exist any mortgage, lien, security interest or encumbrance on any Mortgaged Property (other 
than the lien of the Indenture), except: 

 (a) Any purchase money mortgage or security interest created to secure part 
of the purchase price of any property or any mortgage on, or security interest in, any 
property existing at the time of acquisition thereof, whether or not assumed by the 
Company, provided that: 

 (1) such purchase money mortgage, mortgage or security interest shall 
extend only to the property so acquired and fixed improvements thereto; and 

 (2) at the time of acquisition thereof and after giving effect to the Debt 
secured by such outstanding purchase money mortgage, mortgage or security 
interest 

 (i) such Debt could then be incurred pursuant to Section 5.06, 
and 

 (ii) the aggregate principal amount of Debt secured by all such 
outstanding purchase money mortgages, mortgages and security interests 
shall not exceed 5% of Consolidated Total Capitalization; and 

 (3) The Company shall deliver to the Trustee at the time of acquisition 
of any such property the following: 

 (i) an Officers’ Certificate dated the date of acquisition (A) 
describing with reasonable detail the property so acquired, (B) describing 
in detail the terms of the Debt secured by a mortgage or lien on such 
property and stating that such mortgage or lien complies with 
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Section 5.08(a)(1), (C) furnishing computations in sufficient detail to 
demonstrate compliance by the Company with Section 5.08(a)(2), and (D) 
stating that such Debt is not in default, and 

 (ii) a supplemental indenture or other instrument as may be 
necessary to subject the Property to the lien of the Indenture, and an 
Opinion of Counsel that such property has become subject to the lien of 
the Indenture (which opinion may rely upon items described in the last 
paragraph of Section 4.01(e)). 

 (b) Other Permitted Encumbrances. 

The Company covenants and agrees that it will not issue any Additional Bonds pursuant 
to the provisions of any mortgage which secures acquired property referred to in Section 5.08(a) 
above and any such mortgage shall be “closed” upon the acquisition of such property by the 
Company. 

 Section 5.09. Records of Account and Certificate.  The Company will at all times keep 
proper books of record and account and therein will make full, true and proper entries of all 
dealings and transactions in relation to the property, business and affairs of the Company; and 
such books shall at all reasonable times be open to inspection by the Trustee and its duly 
authorized agents.  Such books of account shall at all times conform strictly to the Accounting 
Requirements.  The Company will at any time, upon the reasonable advance written notice from 
the Trustee and at the expense of the Company, permit the Trustee by its representative to 
inspect the Mortgaged Property, books of account, records, reports and other papers of the 
Company, and to make copies thereof and furnish to the Trustee any and all information as the 
Trustee may reasonably request with respect to the performance by the Company of its covenants 
in this Indenture and the Company will at any time upon written request of the Trustee furnish 
the Trustee a Schedule in reasonable detail of the Mortgaged Property covered by the lien of the 
Indenture or intended to be so covered.  As soon as practicable after the end of each fiscal year of 
the Company, and in any event within 120 days thereafter, the Company shall furnish the Trustee 
with duplicate copies of: 

 (1) consolidated balance sheets of the Company and its consolidated 
Subsidiaries as at the end of such year, and 

 (2) consolidated statements of income and of cash flows of the Company and 
its consolidated Subsidiaries for such year, 

setting forth in comparative form the figures for the previous fiscal year, all in reasonable detail 
and accompanied by a report thereon of Peasley, Aldinger & O’Bymachow or another firm of 
independent certified public accountants selected by the Company of recognized national or 
regional standing to the effect that the consolidated financial statements of the Company and its 
Subsidiaries present fairly, in all material respects, the consolidated financial position of the 
Company and its Subsidiaries as of the end of the fiscal year being reported on and the results of 
the operations and cash flows for said year, in accordance with the Accounting Requirements 
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and that the examination of such accountants in connection with such consolidated financial 
statements has been made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and such other auditing procedures as 
were considered necessary in the circumstances.  The Trustee shall have no duty to review any of 
the financial statements received pursuant to this Section 5.09 for purposes of determining 
compliance by the Company with provisions of this Indenture. 

 Section 5.10. Certificate as to Compliance.  On or before May 30, 2002, and within 
120 days after the end of each fiscal year thereafter, the Company will deliver to the Trustee an 
Officers’ Certificate stating whether or not the Company is in default in the payment of the 
principal or interest on the Bonds or has knowledge of any Default, and, if so, specifying each 
such Default of which the signers have knowledge. 

 Section 5.11. Warranty of Title and Further Assurances.  The Company warrants that (a) 
the Company is lawfully seized and possessed of all the Mortgaged Property; the Company has 
satisfactory title to the rights-of-way, leases, and servitudes which constitute Mortgaged Property 
sufficient for the possession, maintenance and operation of the facilities which constitute 
Mortgaged Property; the Company has validly obtained the franchises and permits which 
constitute Mortgaged Property; and 

 (b) subject to Permitted Encumbrances, the Mortgaged Property on the date hereof is 
free and clear of any deed of trust, mortgage, lien, charge or encumbrance thereon or affecting 
the title thereto. 

The Company (i) will from time to time execute, acknowledge, deliver any and all such 
further assurances, including all financing statements and continuation statements covering 
security interests in personal property, conveyances, mortgages, indentures supplemental hereto 
or assignments of property hereafter acquired by the Company as are required by the terms of 
this Indenture or as the Trustee may reasonably require to subject the property which is intended 
to be subject to the lien of this Indenture to the lien hereof and (ii) will file and record the same 
in such manner and such places as may be required by law in order to fully preserve and protect 
the rights of the Bondholders and the Trustee in the Mortgaged Property. 

The Company will perform all conditions and obligations imposed on it by the terms of 
any Prior Permitted Lien as shall be necessary to keep the security afforded by the Indenture 
substantially unimpaired and will not permit any default thereunder to occur and continue if as a 
result the security afforded by the Indenture will be materially impaired or endangered. 

The Company covenants and agrees to file with the Trustee on or before May 30 in each 
year, beginning with the year 2002, an Opinion of Counsel, dated within 30 days of such date of 
such year, either stating that in the opinion of such counsel such action has been taken with 
respect to the recording, filing, re-recording, and refiling of this Indenture and of each 
supplemental indenture or other instrument of further assurance, including, without limitation, 
financing statements, as is necessary to maintain the lien of this Indenture, and reciting the 
details of such action, or stating that in the opinion of such counsel no such action is necessary to 
maintain such lien. 
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 Section 5.12. Paying Agents. 

 (a) Duties of Paying Agent.  In the event that the Company designates any Paying 
Agents hereunder, the Company will cause each such Paying Agent other than the Trustee to 
execute and deliver to the Trustee an instrument in which such Paying Agent shall agree with the 
Trustee, subject to the provisions of this Section 5.12, that such Paying Agent will: 

 (1) hold all sums held by it as such agent for the payment of the principal of 
(and premium, if any) or interest on the Bonds in trust for the benefit of the persons 
entitled thereto until such sums shall be paid to such persons or otherwise disposed of as 
provided herein; 

 (2) not later than 5 days after each due date of the principal of (and premium, 
if any) or interest on the Bonds, give the Trustee notice that the Company has made such 
payments when the same shall be due and payable or has failed to make such payments; 
and 

 (3) at any time during the continuance of an Event of Default, upon the 
written request of the Trustee, forthwith pay to the Trustee all sums so held in trust by 
such Paying Agent. 

 (b) Company as Paying Agent.  If the Company shall at any time act as its own Paying 
Agent, it will, on or before each due date of the principal of (and premium, if any) or interest on 
the Bonds, segregate and hold in trust for the benefit of the persons entitled thereto, a sum 
sufficient to pay such principal (and premium, if any) or interest so becoming due until such 
sums shall be paid to such persons or otherwise disposed of as herein provided, and the 
Company will not later than 5 days after each such due date notify the Trustee of such action and 
of the payment of such funds or any failure to take such action or make such payment. 

 (c) Holding Sums in Trust.  Anything in this Section 5.12 to the contrary 
notwithstanding, (i) the agreement to hold sums in trust as provided in this Section 5.12 is 
subject to the provisions of Section 13.01, and (ii) for the purposes of obtaining the discharge 
and satisfaction of this Indenture or for any other purpose, the Company may deliver, or by 
Company Order may cause any such Paying Agent to deliver, to the Trustee any sums so held in 
trust as aforesaid, such sums thereafter to be held upon the same trusts as those upon which such 
sums were held by the Company or such Paying Agent; and upon such payment the party making 
such payment shall be discharged from such trust. 

 Section 5.13. Payment of Certain Charges.  In the event of the failure of the Company in 
any respect to comply with the covenants contained in Sections 5.02, 5.04 or 5.05 hereof or to 
keep the Mortgaged Property in repair and free of liens and other charges, other than Permitted 
Encumbrances, the Trustee shall have the right (without prejudice to any other rights arising by 
reason of such Default) to advance or expend moneys for the purpose of performing such 
covenants on behalf of the Company but shall have no obligations to make any such advance or 
expenditure.  The Company shall be immediately notified of any such advance.  All sums so 
advanced for any of the aforesaid purposes shall at once be repayable by the Company, shall bear 
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interest at the Prime Rate plus one percent per annum until paid, and shall be secured hereby 
having the benefit of the lien hereby created in priority to the Bonds.  The “Prime Rate” shall 
mean the rate of interest announced by Wells Fargo Bank, San Francisco, California, from time 
to time as its “prime commercial rate” or the equivalent. 

 Section 5.14. Appointment of Successor Trustee.  The Company, whenever necessary to 
avoid or fill a vacancy in the office of Trustee, will appoint a Trustee in the manner and in 
conformity with the requirements specified in Section 7.10 hereof, so that there shall at all times 
be a Trustee hereunder. 

 Section 5.15. Environmental Matters.  The Company agrees as follows with respect to the 
following environmental matters: 

 (a) Neither the Company, its agents nor its employees shall engage in any 
activity in or on any part of the Mortgaged Property, nor permit others to engage in any 
activity thereon, which will result in the Mortgaged Property, or any part thereof, 
containing any of the following in violation of any applicable law or other governmental 
regulations in effect from time to time:  (i) any oil, hazardous waste or hazardous material 
as defined in The Resource Conservation and Recovery Act, as amended, 42 U.S.C. 
Section 6921 et seq., applicable state laws or regulations adopted pursuant to either of the 
foregoing; (ii) asbestos in any form which is or could become friable; (iii) urea 
formaldehyde foam insulation; (iv) transformers or other equipment which contain 
dielectric fluid containing levels of polychlorinated biphenyls in excess of fifty (50) parts 
per million; (v) any other chemical, material, or substance, exposure to which is 
prohibited, limited or regulated by any governmental authority or agency or may or could 
pose a hazard to the health and safety of the occupants of the Mortgaged Property, or any 
part thereof, or the owners of property adjacent to the Mortgaged Property, or any part 
thereof.  If at any time it is determined that the Mortgaged Property, or any part thereof, 
does contain any of the equipment or substances described in (i) through (v) of this 
Subsection (a) in violation of any applicable law or other governmental regulation in 
effect at such time, then the Company shall be solely responsible for and shall pay for all 
costs incurred in connection with the removal of said equipment and/or substances. 

 (b) Upon the discovery by the Company that the Mortgaged Property, or any 
part thereof, does contain any of the equipment or substances described in (i) through (v) 
of Subsection (a) and the cost of removing such equipment or substances or otherwise 
remediating the condition, as appropriate, exceeds One Million Dollars ($1,000,000), the 
Company shall promptly notify each Bondholder and the Trustee of the existence thereof 
and, within ninety (90) days after such discovery, submit to each Bondholder and the 
Trustee a written environmental plan setting forth a description of such event or situation 
and the action that the Company proposes to take with respect thereto, including, without 
limitation, any proposed corrective work, the estimated cost and time of completion, the 
name of the contractor and a copy of the construction contract, if any, and such additional 
data, instruments, documents, agreements or other materials or information as the 
bondholders may reasonably request.  Such plan shall be subject to the written approval 
of holders of greater than fifty percent (50%) in principal amount of all the Bonds hereby 
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secured at the time Outstanding (excluding Bonds known to the Trustee to be owned or 
controlled directly or indirectly by the Company or by any corporation which directly or 
indirectly controls the Company), which approval may be granted or withheld in the 
Bondholders’ reasonable discretion and may be subject to such additional conditions or 
requirements as such Bondholders may reasonably impose.  If the Bondholders shall 
disapprove of such plan, the Trustee shall, at the written direction of the Bondholders and 
upon notice to the Company, declare a default hereunder.  If any such plan is approved in 
writing, as set forth in the immediately preceding sentence, the Company shall promptly 
commence all action necessary to implement such plan and to comply with any 
requirements and conditions reasonably imposed by the bondholders, and shall diligently 
and continuously pursue such action to completion in strict accordance with the terms 
thereof. 

 (c) The Indenture shall not secure performance of the Company’s obligations, 
covenants and agreements under this Section 5.15 with respect to any liability, expense, 
loss or damage arising out of the existence or the removal of, or the failure to remove any 
hazardous or toxic material, chemical, substance or waste on or in any of the mortgaged 
or pledged property, or any part thereof.  The obligations on the part of the Company set 
forth in this Section 5.15 shall survive the repayment of the Bonds or the exercise by the 
Bondholders or the Trustee of any of their remedies under the Indenture, including, 
without limitation, a transfer of the Mortgaged Property, or any part thereof, by 
foreclosure, by deed in lieu of foreclosure or otherwise. 

 Section 5.16. Transactions with Affiliates.  The Company will not, and will not permit 
any Subsidiary to, enter into or be a party to any transaction or arrangement with any Affiliate 
(including, without limitation, the purchase from, sale to or exchange of property with, or the 
rendering of any service by or for, any Affiliate), except in the ordinary course of and pursuant to 
the reasonable requirements of the Company’s or such Subsidiary’s business and upon fair and 
reasonable terms no less favorable to the Company or such Subsidiary than would obtain in a 
comparable arm’s- length transaction with a Person other than an Affiliate as determined by the 
Board of Directors of the Company; provided, however, that any redemption by the Company of 
the Company’s capital stock held by an Affiliate which is otherwise permitted by Section 5.07 
shall not be subject to the foregoing requirement that it be in the ordinary course of and pursuant 
to the reasonable requirements of the Company’s business.  The term “Affiliate” shall mean any 
person (other than a Subsidiary) (i) which directly or indirectly through one or more 
intermediaries controls, or is controlled by, or is under common control with, the Company, (ii) 
which beneficially owns or holds 5% or more of any class of the Voting Stock of the Company 
or (iii) 5% or more of the Voting Stock (or in the case of a person which is not a corporation, 5% 
or more of the equity interest) of which is beneficially owned or held by the Company or a 
Subsidiary.  The term “control” means the possession, directly or indirectly, of the power to 
direct or cause the direction of the management and policies of a person, whether through the 
ownership of Voting Stock, by contract or otherwise.  
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ARTICLE SIX 
REMEDIES OF THE TRUSTEE AND BONDHOLDERS  

ON EVENT OF DEFAULT 

 Section 6.01. Events of Default Defined; Acceleration of Maturity; Rescission and 
Annulment.  In case one or more of the following events (herein called Events of Default) shall 
have occurred and be continuing for any reason whatsoever (and whether such occurrence shall 
be voluntary or involuntary or come about or be effected by operation of law or otherwise), that 
is to say: 

 (a) default in the payment of any interest upon any Bond when the same shall 
become due and payable, and continuance of such default for a period of ten (10) days; or 

 (b) default in the payment of the principal of (and premium, if any, on) any 
Bond as and when the same shall become due and payable whether at maturity, upon 
redemption, by declaration, or as otherwise herein provided; or 

 (c) default on the part of the Company in the performance of any other of the 
covenants or agreements on the part of the Company in any Bonds or in this Indenture 
contained and continuance of such default for a period of thirty (30) days after the date 
the Trustee shall have delivered written notice thereof to the Company; or 

 (d) the entry of a decree or order by a court having jurisdiction in the premises 
(1) adjudging the Company a bankrupt or insolvent, or approving as properly filed a 
petition seeking reorganization, arrangement, adjustment, or composition of the Company 
or any of the indebtedness of the Company under any bankruptcy, insolvency or similar 
law, or (2) appointing, on the ground of insolvency or bankruptcy, a receiver, liquidator, 
trustee or assignee in bankruptcy or insolvency of the Company or of any substantial part 
of its property, or for the winding up or liquidation of its affairs, and the continuance of 
such decree or order unvacated and unstayed for a period of sixty (60) days; or 

 (e) the Company shall institute proceedings to be adjudicated a voluntary 
bankrupt or insolvent, or shall consent to the filing of a bankruptcy proceeding or 
insolvency proceeding against it, or shall file a petition or answer or consent seeking 
reorganization under any bankruptcy, insolvency or similar law, or shall consent to the 
filing of any such petition, or shall consent to the appointment on the ground of 
insolvency or bankruptcy of a receiver or liquidator or trustee or assignee in bankruptcy 
or insolvency of it or of any substantial part of its property, or shall make a general 
assignment for the benefit of creditors or shall admit in writing its inability to pay its 
debts generally as they become due; 

then, and in each and every such case, the Trustee may, if it shall have knowledge of an Event of 
Default, or if directed by the holders of not less than 25% in aggregate principal amount of the 
Bonds then Outstanding hereunder shall, declare the principal of all the Bonds to be due and 
payable immediately, by notice in writing to the Company and, upon any such declaration, the 
same shall become and shall be immediately due and payable, anything in this Indenture or in the 

WWH000387



  

-37- 

Bonds contained to the contrary notwithstanding.  This provision, however, is subject to the 
condition that if, at any time after the principal of the Bonds shall have been so declared due and 
payable, but before any foreclosure sale of the Mortgaged Property, or any part thereof, shall 
have been made under this Article, or any judgment or decree for the payment of the moneys due 
shall have been obtained or entered as hereinafter provided, 

 1. the Company shall pay or shall deposit with the Trustee a sum sufficient to 
pay: 

 (a) All matured installments of interest upon all the Bonds; and 

 (b) The principal of (and premium, if any, on) any and all Bonds that 
shall have become due otherwise than by acceleration (with interest at the rate or 
rates expressed in the Bonds to the date of such payment or deposit); and 

 (c) To the extent that payment of such interest is enforceable under 
applicable law, and, if provided for in any of the Bonds, interest upon overdue 
installments of interest at the rate or rates expressed in such Bonds to the date of 
such payment or deposit; and 

 (d) The amount payable to the Trustee under Section 7.06; and 

 2. any and all Events of Default, other than the nonpayment of principal on 
Bonds that shall have become due solely by such declaration of acceleration, shall have 
been remedied or waived as provided in Section 6.08, 

then, and in that event the holders of sixty-six and two-thirds per cent (66-2/3%) in aggregate 
principal amount of the Bonds then Outstanding, by written notice to the Company and to the 
Trustee, may rescind and annul such declaration and its consequences; but no such rescission and 
annulment shall extend to or shall affect any subsequent default, or shall impair any right 
consequent thereof. 

 Section 6.02. Covenant to Make Payments upon Event of Default.  The Company 
covenants that if the principal and interest on any Bond shall have become due and payable by 
reason of the exercise by the Trustee of the right of acceleration as stated in Section 6.01 hereof, 
then, upon demand of the Trustee, the Company will promptly pay to the Trustee, for the benefit 
of the holders of the Bonds, the whole amount that then shall become due and payable on all 
such Bonds for principal (and premium, if any) or interest, or both, as the case may be, with 
interest upon the overdue principal (and premium, if any) and (to the extent that payment of such 
interest is enforceable under applicable law and if provided for in the Bonds) upon overdue 
installments of interest at the rate or rates expressed in the Bonds; and, in addition thereto, such 
further amount as shall be sufficient to cover the costs and expenses of collection, and the 
amount payable to the Trustee under Section 7.06. 
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 Section 6.03. Remedies in Case of Event of Default.  In case the Company shall fail to 
comply with the provisions of Section 6.02, the Trustee may and, if directed by the holders of a 
majority in aggregate principal amount of the Bonds Outstanding, shall 

 (a) take possession and charge of all the Mortgaged Property, including the 
books, papers and accounts of the Company, and likewise take possession of any and all 
Excepted Property then on hand, and having and holding the same, may operate and 
manage the same, and from time to time to make all needful repairs and such extensions, 
additions and improvements as to the Trustee shall seem wise; and may receive the rents, 
revenues, issues, earnings, income and profits thereof, and out of the same may pay all 
proper costs and expenses of so taking, holding and managing the same, including 
reasonable compensation to the Trustee, its agents and counsel, and any charges of the 
Trustee hereunder, and any taxes and assessments and other charges prior to the lien of 
this Indenture that the Trustee may deem it wise to pay, and all expenses of such repairs, 
extensions, additions and improvements, and to apply the remainder of the moneys so 
received by the Trustee, as provided in Section 6.05; provided, however, that whenever 
all that is due upon such Bonds and under any of the terms of this Indenture shall have 
been paid and all Defaults made good, the Trustee shall surrender possession to the 
Company, its successors or assigns, but the same right of entry, however, shall exist upon 
any subsequent Event of Default; or 

 (b) if and to the extent permitted by applicable law, by such officer or agent as 
it may appoint, with or without entry, sell all the Mortgaged Property as an entirety, or in 
such parcels as the holders of a majority in principal amount of the Bonds Outstanding 
hereunder shall in writing request, or in the absence of such request, as the Trustee may 
determine, at public auction at some convenient place in Los Angeles, California or at 
such other place or places as may be required by law having first given written notice of 
such sale to the Company by certified mail to the address specified in Section 16.02 at 
least 30 days before such sale and having given further notice of such sale by publication, 
in an Authorized Newspaper, of the time, place and terms of sale, once a week for four 
successive weeks; the Trustee may from time to time adjourn such sale in its discretion 
by announcement at the time and place fixed for such sale without further notice; and 
upon such sale the Trustee may make and deliver to the purchaser or purchasers good and 
sufficient bills of sale, deeds, or other conveyances for the same (for which purposes the 
Trustee is hereby irrevocably appointed the true and lawful attorney of the Company, in 
its name and stead, to make such conveyances), which sale shall be a perpetual bar, both 
at law and in equity, against the Company and all persons, firms and corporations 
lawfully claiming or who may claim by, through or under it; or 

 (c) in its own name and as trustee of an express trust proceed to protect and 
enforce its rights and the rights of the holders of the Bonds under this Indenture by a suit 
or suits in equity or at law for: 

 (1) collection of sums due and unpaid upon the Bonds; 
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 (2) the specific performance of any covenant or agreement contained 
herein; 

 (3) the foreclosure of this Indenture; or 

 (4) the enforcement of any other appropriate legal or equitable remedy 
(including the appointment of a receiver) as the Trustee, being advised by 
counsel, shall deem most effectual to protect and enforce any of its rights and the 
rights of the holders of Bonds under this Indenture; 

and prosecute any such suit, action or proceeding to judgment or final decree, and, 
thereupon, cause such judgment or final decree to be enforced in the manner provided by 
law, including, where authorized or permitted, the collection out of any property, 
wherever situated, of the Company (or other obligor upon the Bonds) of any moneys 
adjudged or decreed to be payable. 

In case the Trustee sha ll have proceeded to enforce any right under this Indenture and 
such proceedings shall have been discontinued or abandoned because of any waiver, rescission 
or annulment or for any other reason or shall have been determined adversely to the Trustee, then 
and in every such case the Company and the Trustee shall be restored respectively to their former 
positions and rights hereunder, and all rights, remedies and powers of the Company and the 
Trustee shall continue as though no such proceedings had been taken. 

Upon any sale being made either under the power of sale hereby given or under judgment 
or decree in any judicial proceedings for foreclosure or otherwise for the enforcement of this 
Indenture, the principal of all Bonds then Outstanding, if not previously due, and the interest 
accrued thereon, shall at once become and be immediately due and payable. 

Any Bondholder or Bondholders or the Trustee may bid for and purchase the property 
offered for sale, and upon compliance with the terms of sale may hold, retain and possess and 
dispose of such property, without further accountability, and may, in paying the purchase money 
therefor, deliver any Bonds then Outstanding or claims for interest thereon in lieu of cash to be 
applied to the amount which shall, upon distribution of the net proceeds of such sale, be payable 
thereon, and such Bonds, in case the amounts so payable thereon shall be less than the amount 
due thereon, shall be returned to the holders thereof after being appropriately stamped to show 
partial payment. 

 Section 6.04. Trustee’s Powers.  The Trustee shall have all the powers, rights and 
privileges as may be required and reasonably necessary to perform, accomplish and comply with 
the duties, obligations and undertakings required or permitted by this Indenture to be made, kept 
and performed by the Trustee. 

Further, in case of any receivership, insolvency, liquidation, bankruptcy, reorganization, 
readjustment, arrangement, composition, or other similar judicial proceedings affecting the 
Company, any other obligor on the Bonds, or the creditors or property of either, the Trustee shall 
have power to intervene in such proceedings and take any action therein that may be permitted 
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by the court and shall be entitled to file such proofs of claim and other papers and documents as 
may be necessary or advisable in order to have the claims of the Trustee and of the Bondholders 
allowed in any judicial proceeding relative to the Company, or any other obligor on the Bonds, 
or its creditors or its property, for the entire amount due and payable by the Company or such 
other obligor under the Indenture at the date of institution of such proceedings and for any 
additional amount that may become due and payable by the Company or such other obligor after 
such date, and to collect and receive any moneys or other property payable or deliverable on any 
such claim, and to distribute the same after the deduction of the amount payable to the Trustee 
under Section 7.06; and any receiver, assignee or trustee in bankruptcy or reorganization is 
hereby authorized by each of the Bondholders to make such payments to the Trustee, and, in the 
event that the Trustee shall consent to the making of such payments directly to the Bondholders, 
to pay to the Trustee any amount due to it under Section 7.06. 

All rights of action and of asserting claims under this Indenture, or under any of the 
Bonds, may be enforced by the Trustee without the possession of any of the Bonds, or the 
production thereof on any trial or other proceeding relative thereto, and any such suit or 
proceeding instituted by the Trustee shall be brought in its own name as trustee of an express 
trust, and any recovery of judgment shall be for the pro rata benefit of the holders of the Bonds 
then Outstanding issued under the terms of this Indenture and supplements thereto. 

In case of an Event of Default hereunder, the Trustee may in its discretion proceed to 
protect and enforce the rights vested in it by this Indenture by such appropriate judicial 
proceedings as the Trustee shall deem most effectual to protect and enforce any of such rights, 
either at law or in equity or in bankruptcy or otherwise, whether for the specific enforcement of 
any covenant or agreement contained in this Indenture or in aid of the exercise of any power 
granted in this Indenture, or to enforce any other legal or equitable right vested in the Trustee by 
this Indenture or by law. 

 Section 6.05. Application of Moneys by Trustee.  Any moneys collected by the Trustee 
pursuant to this Article Six shall be applied in the order following at the date or dates fixed by 
the Trustee and, in case of the distribution of such moneys on account of principal (or premium, 
if any) or interest: 

FIRST:  To the payment of costs and expenses of collection, all amounts payable to 
the Trustee under Section 7.06 and any taxes, assessments or liens prior to the lien of this 
Indenture, except any thereof subject to which a sale shall have been made; 

SECOND:  In case the principal of any of the Outstanding Bonds shall not have 
become due, to the payment of interest thereon, in the order of maturity of the 
installments of such interest, with interest (if such interest has been collected by the 
Trustee) upon the overdue installments of interest at the rate per annum expressed in the 
Bonds, such payments to be made ratably to the persons entitled thereto, without 
discrimination or preference; 

THIRD:  In case the principal of any of the Outstanding Bonds shall have become 
due, by acceleration or otherwise, to the payment of the whole amount then owing and 
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unpaid upon the Bonds for principal (and premium, if any) and interest, with interest on 
the overdue principal (and premium, if any) and (if such interest has been collected by the 
Trustees) upon overdue installments of interest at the rate per annum expressed in the 
Bonds; and in case such moneys shall be insufficient to pay in full the whole amount so 
due and unpaid upon the Bonds, then to the payment of such principal (and premium, if 
any) and interest, without preference or priority of principal (and premium, if any), over 
interest, or of interest over principal (and premium, if any), or of any installment of 
interest over any other installment of interest, or of any Bond over any other Bond, 
ratably to the aggregate of such principal (and premium, if any) and accrued and unpaid 
interest; and 

FOURTH:  To the payment of the remainder, if any, to the Company, its successors 
or assigns, or to whomsoever may be lawfully entitled to receive the same, or as a court 
of competent jurisdiction may direct. 

 Section 6.06. Limitation on Suits; Preservation of Rights to Payment and to Sue.  (a) No 
holder of any Bond shall have any right by virtue or by availing of any provision of this 
Indenture to institute any suit, action or proceeding in equity or at law against the Company, 
upon or under or with respect to this Indenture or for the appointment of a receiver or trustee, or 
for any other remedy hereunder against the Company, unless 

 (1) such holder previously shall have given to the Trustee written notice of 
Default and of the continuance of the Event of Default therein specified, as hereinbefore 
provided; 

 (2) the holders of not less than 25% in principal amount of the Bonds then 
Outstanding shall have made written request upon the Trustee to institute such action, suit 
or proceeding in its own name as Trustee hereunder; 

 (3) the parties making such request shall have offered to the Trustee such 
reasonable indemnity as it may require against the costs, expenses and liabilities to be 
incurred therein or thereby; and 

 (4) the Trustee for thirty days after its receipt of such notice, request and offer 
of indemnity shall have failed to institute any such action, suit or proceeding; 

it being understood and intended, and being expressly covenanted by the taker and holder of 
every Bond with every other taker and holder and the Trustee that no one or more holders of 
Bonds shall have any right in any manner whatever by virtue or by availing of any provision of 
this Indenture to affect, disturb, or prejudice the rights of the holders of any other Bonds, or to 
obtain or seek to obtain priority over or preference to any other such holder or to enforce any 
right under this Indenture, except in the manner herein provided and for the equal, ratable and 
common benefit of all holders of Bonds.  For the protection and enforcement of the provisions of 
this Section 6.06, each and every Bondholder and the Trustee shall be entitled to such relief as 
can be given either at law or in equity. 
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 (b) Notwithstanding any other provisions of this Indenture, however, the right of any 
holder of any Bond to receive payment of the principal of (including any sinking fund payment 
due thereon) and premium, if any, and interest on such Bond, on or after the maturity date (or 
sinking fund payment dates) expressed in such Bond, or to institute suit for the enforcement of 
any such payment on or after such dates, shall not be impaired or affected without the consent of 
such holder. 

 Section 6.07. Remedies Cumulative.  All powers and remedies given by this Article Six to 
the Trustee or to the Bondholders shall, to the extent permitted by law, be deemed cumulative 
and not exclusive of any thereof or of any other powers and remedies available to the Trustee or 
the holders of the Bonds, by judicial proceedings or otherwise, to enforce the performance or 
observance of the covenants and agreements contained in this Indenture, and no delay or 
omission of the Trustee or any holder of any Bond to exercise any right or power accruing upon 
any Default or Event of Default shall impair any such right or power, or shall be construed to be 
a waiver of any such Default or Event of Default or any acquiescence therein; and, subject to the 
provision of Section 6.06, every power and remedy given by this Article Seven or by law to the 
Trustee or to the Bondholders may be exercised from time to time, and as often as shall be 
deemed expedient, by the Trustee or by the Bondholders. 

 Section 6.08. Rights of Bondholders to Direct Trustee; Waivers.  The holders of a 
majority in aggregate principal amount of the Bonds at the time Outstanding shall have the right 
to direct the time, method and place of conducting any proceeding for any remedy available to 
the Trustee, or exercising any trust or power conferred on the Trustee.  The holders of a majority 
in principal amount of the Bonds at the time Outstanding may on behalf of the holders of all of 
the Bonds waive any Default or Event of Default and its consequences, except a Default in the 
payment of the principal of (including any sinking fund payment), or premium or interest on, any 
of the Bonds as and when the same shall become due by the terms of such Bonds, or a call for 
redemption, which may be waived only by written consent of each holder of any Bond so in 
Default.  In the case of any waiver accomplished pursuant to this Section 6.08, such Default shall 
cease to exist and any Event of Default arising therefrom shall be deemed to have been cured for 
every purpose hereof, and the Company, the Trustee and the holders of the Bonds shall be 
restored to their former positions and rights hereunder, respectively; but no such waiver shall 
extend to any subsequent or other Default or impair any right consequent thereon. 

 Section 6.09. Notice by Trustee of Defaults.  The Trustee shall, within thirty days after the 
occurrence of an Event of Default of which it shall have knowledge, give to the Bondholders, 
notice of all Defaults known to the Trustee, transmitted by mail to all Bondholders as their 
names and addresses appear on the Bond Register, unless such Defaults shall have been cured 
before the giving of such notice; provided, that except in the case of Default in the payment of 
the principal of (or premium, if any), interest on or sinking fund payment relative to any of the 
Bonds, the Trustee shall be protected in withholding such notice if and so long as the board of 
directors, the executive committee, or a trust committee composed of directors and/or 
Responsible Officers of the Trustee in good faith determine that the withholding of such notice is 
in the interests of the Bondholders. 
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 Section 6.10. Costs of Suit.  The Company, the Trustee and each holder of any Bond, by 
his acceptance thereof, agree that any court may in its discretion require, in any suit for the 
enforcement of any right or remedy under this Indenture, or in any suit against the Trustee for 
any action taken or omitted by it as Trustee, the filing by any party litigant in such suit of an 
undertaking to pay the costs of such suit, and that such court may in its discretion assess 
reasonable costs, including reasonable attorneys’ fees, against any party litigant in such suit, 
having due regard to the merits and good faith of the claims or defenses made by such party 
litigant; but the provisions of this Section 6.10 shall not apply (i) to any suit instituted by the 
Trustee, (ii) to any suit instituted by any Bondholder or group of Bondholders holding in the 
aggregate more than 20% in principal amount of the Bonds Outstanding, or (iii) to any suit 
instituted by any Bondholder for the enforcement of the payment of the principal of (or premium, 
if any) or interest on any Bond, on or after the respective due dates expressed in such Bond. 

 Section 6.11. Waiver of Appraisement and Other Laws.  To the full extent that it may 
lawfully so agree, the Company will not at any time insist upon, plead, claim or take the benefit 
or advantage of, any appraisement, valuation, stay, extension or redemption law now or hereafter 
in force, in order to prevent or hinder the enforcement of this Indenture or the absolute sale of the 
Mortgaged Property, or any part thereof, or the possession thereof by any purchaser at any sale 
under this Article; and the Company, for itself and all who claim under it, so far as it or they now 
or hereafter may lawfully do so, hereby waives the benefit of all such laws.  The Company, for 
itself and all who claim under it, waives, to the extent that it may lawfully do so, all right to have 
the Mortgaged Property marshaled upon any foreclosure hereof, and agrees that any court having 
jurisdiction to foreclose this Indenture may order the sale of the Mortgaged Property as an 
entirety. 

If any law in this Section referred to and now in force, of which the Company or its 
successor or successors might take advantage despite this Section 6.11, shall hereafter be 
repealed or cease to be in force, such law shall not thereafter be deemed to constitute any part of 
the contract herein contained or to preclude the application of this Section 6.11. 

 Section 6.12. Remedies Subject to Applicable Law.  Notwithstanding the foregoing 
provisions of this Article Six, the powers hereby granted to the Trustee are strictly subject to the 
limitation that if, by the commencement of an action at law to recover judgment for any amount 
due and unpaid hereunder or upon the Bonds then Outstanding, or by the exercise of any other 
remedy prior to or concurrently with proceedings to enforce the lien of this Indenture upon the 
Mortgaged Property, the lien of this Indenture would, despite the foregoing provisions of this 
Article, be surrendered, waived or lost, the Trustee shall not have the power to commence such 
action at law or to exercise such prior or concurrent remedy.  

ARTICLE SEVEN 
THE TRUSTEE 

 Section 7.01. Certain Duties and Responsibilities.  (a) Except during the continuance of 
an Event of Default of which the Trustee shall have knowledge, 
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 (1) the Trustee undertakes to perform such duties and only such duties as are 
specifically set forth in this Indenture, and no implied covenants or obligations shall be 
read into this Indenture against the Trustee; and 

 (2) in the absence of bad faith on the part of the Trustee, the Trustee may 
conclusively rely, as to the truth of the statements and the correctness of the opinions 
expressed therein, upon any certificates or opinions furnished to the Trustee and 
conforming to the requirements of this Indenture; but in the case of any such certificates 
or opinions that by any provision hereof are specifically required to be furnished to the 
Trustee, the Trustee shall be under a duty to examine the same to determine whether or 
not they conform to the requirements of this Indenture. 

 (b) In case an Event of Default has occurred and is continuing, the Trustee shall 
exercise such of the rights and powers vested in it by this Indenture, and use the same degree of 
care and skill in its exercise thereof, as a prudent man would exercise or use under the 
circumstances in the conduct of his own affairs. 

 (c) No provision of this Indenture shall be construed to relieve the Trustee from 
liability for its own negligent action, its own negligent failure to act, or its own willful 
misconduct, except that: 

 (1) This Subsection shall not be construed to limit the effect of Subsection (a) 
of this Section; 

 (2) The Trustee shall not be liable for any error of judgment made in good 
faith by a Responsible Officer or Responsible Officers, unless it shall be proved that the 
Trustee was negligent in ascertaining the pertinent facts; 

 (3) The Trustee shall not be liable with respect to any action taken or omitted 
to be taken by it in good faith in accordance with the direction of the holders of not less 
than a majority in principal amount of the Bonds at the time Outstanding relating to the 
time, method and place of conducting any proceeding for any remedy available to the 
Trustee, or exercising any trust or power conferred upon the Trustee, under this 
Indenture; and 

 (4) Whether or not an Event of Default shall have occurred, no provision of 
this Indenture shall require the Trustee to expend or risk its own funds or otherwise incur 
any financial liability in the performance of any of its duties hereunder, or in the exercise 
of any of its rights or powers, if it shall have reasonable ground for believing that the 
repayment of such funds or adequate indemnity against such risk or liability is not 
reasonably assured to it. 
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 Section 7.02. Certain Rights of the Trustee.  Subject to and except as otherwise provided 
in Section 7.01: 

 (a) The Trustee may rely and shall be protected in acting or refraining from 
acting upon any resolution, certificate, statement, instrument, opinion, report, notice, 
request, consent, order, affidavit, letter, bond, debenture, coupon, note or other paper or 
document believed by it to be genuine and to have been signed or presented by the proper 
party or parties; 

 (b) The Trustee is authorized at any time to permit a Bondholder to review 
any statement or certificate filed by the Company with the Trustee; 

 (c) Any request, direction, order or demand of the Company mentioned herein 
shall be sufficiently evidenced by a Company Order or Company Request and any 
resolution of the Board of Directors of the Company shall be sufficiently evidenced to the 
Trustee by a Board Resolution; 

 (d) The Trustee may consult with counsel, engineer, accountant or other 
expert and the advice of such counsel, engineer, accountant or other expert or any 
Opinion of Counsel shall be full and complete authorization and protection in respect of 
any action taken, suffered or omitted by it hereunder in good faith and in reliance 
thereon; 

 (e) The Trustee shall be under no obligation to exercise any of the rights or 
powers vested in it by this Indenture at the request or direction of any of the Bondholders 
pursuant to the provisions of this Indenture, unless such Bondholders shall have offered 
to the Trustee reasonable security or indemnity against the costs, expenses and liabilities 
that may be incurred therein or thereby; subject to the provisions of Section 7.01(c)(4), 
nothing herein contained shall, however, relieve the Trustee of the obligation, upon the 
continuance of an Event of Default, to exercise such of the rights and powers vested in it 
by this Indenture, and to use the same degree of care and skill in their exercise, as a 
prudent man would exercise or use under the circumstances in the conduct of his own 
affairs; 

 (f) The Trustee shall not be liable for any action taken or omitted by it in 
good faith and believed by it to be authorized or within the discretion or rights or powers 
conferred upon it by this Indenture; 

 (g) The Trustee shall not be liable, in case of entry by it upon the Mortgaged 
Property, for debts contracted or liabilities or damages incurred in the management or 
operation thereof; and 

 (h) The Trustee may execute any of the trusts or powers hereunder or perform 
any duties hereunder either directly or by or through agents or attorneys and the Trustee 
shall not be responsible for any misconduct or negligence on the part of any engineer, 
agent or attorney appointed with due care by it hereunder nor shall the Trustee be liable 
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for any oversight or error of judgment on the part of any such Person for any loss from 
any act, neglect or default on the part of said Person or anyone employed by such Person, 
unless the same shall have happened through such Person’s own negligence or 
malfeasance. 

 Section 7.03. Trustee Not Responsible for Certain Matters.  The recitals contained herein 
and in the Bonds, except the Trustee’s certificates of authentication, shall be taken as the 
statements of the Company, and the Trustee assumes no responsibility for their correctness.  The 
Trustee makes no representations as to the validity or sufficiency of this Indenture or of any 
indenture supplemented hereto or of any Bond.  The Trustee shall not be accountable for the use 
of or application by the Company of any Bonds or of the proceeds of any Bonds or for the use or 
application of any Trust Moneys paid over by the Trustee in accordance with any provision of 
this Indenture, or for the use or application of any moneys received by any Paying Agent other 
than the Trustee.  The Trustee shall not be deemed to have knowledge of any Default or Event of 
Default unless and until a Responsible Officer shall have actual knowledge thereof or the Trustee 
shall have received written notice thereof from the holder of any Bond or the Company; provided 
that the foregoing provisions of this sentence are intended for the protection of the Trustee and 
not to limit any power or discretion given to the Trustee hereunder to determine whether or not 
to take action with respect to any Default or Event of Default. 

The Trustee shall not be responsible for insuring the Mortgaged Property or collecting 
any insurance money, or for the execution, filing, recording validity, priority or extension of this 
or of any supplemental indenture, or for the sufficiency of the security of the Bonds issued under 
or secured hereby, or for the value or title of any of the Mortgaged Property, or for the reduction 
of taxes, charges, assessments or liens upon the same, or for the maintenance of the security 
hereof; and the Trustee shall not be bound to ascertain or inquire as to the performance or 
observance of any covenants, conditions or agreements on the part of the Company; but the 
Trustee may require of the Company full information and advice as to the performance of the 
covenants, conditions and agreements aforesaid and as to the condition of the Mortgaged 
Property. 

 Section 7.04. Trustee’s Relationship with Company.  The Trustee, in its individual or any 
other capacity, may become the owner or pledgee of Bonds and, if operative, may otherwise deal 
with the Company with the same rights it would have if it were not the Trustee. 

 Section 7.05. Trust Moneys.  All Trust Moneys, as defined in Section 14.01, shall, until 
applied as herein provided, be held in trust by the Trustee for the purposes for which they were 
received but need not be segregated from other funds except to the extent required by law.  The 
Trustee shall be under no liability for interest on any Trust Moneys except such as it may agree 
with the Company to pay thereon.  Except during the continuance of an Event of Default and as 
otherwise provided herein, all interest so agreed to be paid on any Trust Moneys shall be paid 
from time to time upon Company Order. 

 Section 7.06. Trustee’s Compensation.  The Company covenants and agrees to pay to the 
Trustee from time to time reasonable compensation (which shall not be limited by any provision 
of law in regard to the compensation of a trustee of an express trust) for all services rendered by 

WWH000397



  

-47- 

it hereunder, and the Company will pay or reimburse the Trustee upon its request for all 
reasonable expenses, disbursements and advances incurred or made by the Trustee in accordance 
with any of the provisions of this Indenture (including the expenses and disbursements of the 
Trustee’s agents and counsel and of all other Persons not regularly in its employ) except any 
such expense, disbursement or advances as may arise from the Trustee’s negligence or bad faith 
and will pay interest on all such reasonable expenses, liabilities and advances made by the 
Trustee at the Prime Rate plus one per cent per annum until paid.  The Company also covenants 
to indemnify the Trustee for, and to hold the Trustee harmless against, any loss, liability, cost or 
expense incurred on the part of the Trustee and arising out of or in connection with the 
acceptance or administration of this trust, including the cost and expense of defending itself 
against any claim of liability in connection with the performance of its duties or exercise of its 
rights hereunder except any such loss, liability, cost or expense as may arise from the Trustee’s 
negligence or bad faith.  The obligations of the Company under this Section 7.06 to compensate 
the Trustee and to pay or reimburse the Trustee for expenses, disbursements and advances shall 
be secured under this Indenture by a lien prior to that of the Bonds upon all property and funds 
held or collected by the Trustee as such and shall survive the satisfaction of this Indenture. 

 Section 7.07. Reliance on Officers’ Certificates by Trustee and Other Persons.  Except as 
otherwise provided in Section 7.01, whenever in the administration of the provisions of this 
Indenture the Trustee shall deem it necessary or desirable that a matter be proved or established 
prior to taking, suffering or omitting any action hereunder, such matter (unless other evidence in 
respect thereof be herein specifically prescribed) may, in the absence of negligence or bad faith 
on the part of the Trustee, be deemed to be conclusively proved and established by an Officers’ 
Certificate delivered to the Trustee.  The agents and representatives of the Trustee and any 
experts or counsel whose opinions are required or permitted to be delivered to the Trustee for 
any purpose hereunder shall likewise be fully warranted in relying and acting upon the existence 
of any matters proved or established by any such certificate delivered to any such expert or 
counsel (unless other evidence in respect thereof be herein specifically described). 

 Section 7.08. Corporate Trustee Required; Eligibility.  There shall at all times be a 
Trustee hereunder that shall be a corporation organized and doing business under the laws of the 
United States of America or any state thereof and authorized under such laws to exercise 
corporate trust powers, having a combined capital and surplus of at least One Hundred Million 
Dollars ($100,000,000) subject to supervision or examination by federal or state authority.  If 
such corporation publishes reports of condition at least annually, pursuant to law or to the 
requirements of the aforesaid supervising or examining authority, then for the purpose of this 
Section 7.08, the combined capital and surplus of such corporation shall be deemed to be its 
combined capital and surplus as set forth in its most recent report of condition so published.  In 
case at anytime the Trustee shall cease to be eligible in accordance with the provisions of this 
Section, the Trustee shall resign immediately in the manner and with the effect specified in 
Section 7.09. 

 Section 7.09. Resignation and Removal of Trustee; Appointment of Successor.  (a) The 
Trustee or any successor hereafter appointed, may at any time resign (i) by giving written notice 
thereof to the Company and (ii) by either (A) giving written notice thereof to all holders of the 
Bonds at the time Outstanding or (B) by publishing notice of such resignation, which notice shall 
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be published at least once in an Authorized Newspaper.  Upon receiving the notice of resignation 
of the Trustee, the Company shall promptly appoint a successor trustee by a Board Resolution, in 
duplicate, one copy of which shall be delivered to the resigning Trustee and one copy to the 
successor Trustee.  If no instrument of acceptance by a successor Trustee shall have been 
delivered to the resigning Trustee within thirty days after the giving of such notice of resignation, 
the resigning Trustee may petition any court of competent jurisdiction for the appointment of a 
successor Trustee, or any Bondholder who has been a bona fide holder of a Bond or Bonds for at 
least six months may, subject to the provisions of Section 6.10, on behalf of himself and all 
others similarly situated, petition any such court for the appointment of a successor Trustee.  
Such court may thereupon after such notice, if any, as it may deem proper, appoint a successor 
Trustee. 

 (b) If at any time any of the following shall occur: 

 (1) the Trustee shall cease to be eligible in accordance with the provisions of 
Section 7.08 and shall fail to resign after written request therefor by the Company or by 
any such Bondholder; or 

 (2) the Trustee shall become incapable of acting, or shall be adjudged a 
bankrupt or insolvent, or a receiver of the Trustee or of its property shall be appointed, or 
any public officer shall take charge or control of the Trustee or of its property or affairs 
for the purpose of rehabilitation, conservation or liquidation; 

then, in any such case, the Company may remove the Trustee and appoint a successor Trustee by 
Company Order in duplicate, one copy of which shall be delivered to the Trustee so removed and 
one copy to the successor Trustee, or, subject to the provisions of Section 6.10, any Bondholder 
who has been a bona fide holder of a Bond or Bonds for at least six months may, on behalf of 
himself and all others similarly situated, petition any court of competent jurisdiction for the 
removal of the Trustee and the appointment of a successor Trustee.  Such court may thereupon 
after such notice, if any, as it may deem proper remove the Trustee and appoint a successor 
Trustee. 

 (c) The holders of a majority in aggregate principal amount of the Outstanding Bonds 
may at any time remove the Trustee and appoint a successor Trustee. 

 (d) No resignation or removal of the Trustee and no appointment of a successor Trustee 
pursuant to this Section shall become effective until the acceptance of appointment by the 
successor Trustee as provided in Section 7.10. 

 Section 7.10. Acceptance of Appointment by Successor.  Every successor Trustee 
appointed as provided in Section 7.09 shall execute, acknowledge and deliver to the Company 
and to the retiring Trustee an instrument accepting such appointment hereunder, and thereupon 
the resignation or removal of the retiring Trustee shall become effective and such successor 
Trustee, without any further act, deed or conveyance, shall become vested with all the rights, 
powers, duties and obligations of the retiring Trustee hereunder, with like effect as if originally 
named as Trustee herein; but, nevertheless, on the written request of the Company or of the 

WWH000399



  

-49- 

successor Trustee, the retiring Trustee shall, upon payment of any amounts then due it pursuant 
to any of the provisions hereof, execute and deliver an instrument transferring to such successor 
Trustee all the estates, properties, rights, powers and trusts of the retiring Trustee and shall 
assign, transfer and deliver to such successor Trustee all property and money held by such 
retiring Trustee hereunder, subject nevertheless to its liens, if any, provided for in Section 7.06 
hereof.  Upon request of any such successor Trustee, the Company shall execute any and all 
instruments in writing reasonably necessary for more fully and certainly vesting in and 
confirming to such successor Trustee all such estates, properties, rights, powers and trusts. 

No successor Trustee shall accept appointment as provided in this Section 7.10 unless at 
the time of such acceptance such successor Trustee shall be eligible under the provisions of 
Section 7.08. 

Upon acceptance of appointment by a successor Trustee as provided in this Section 7.10, 
the Company shall notify all Bondholders in writing of such acceptance. 

 Section 7.11. Successor to Trustee.  Any corporation into which the Trustee may be 
merged or with which it may be consolidated, or any corporation resulting from any merger or 
consolidation to which the Trustee shall be a party, or any corporation succeeding to all or 
substantially all of the corporate trust business of the Trustee, shall be the successor of the 
Trustee hereunder, provided such corporation shall be eligible under the provisions of 
Section 7.08 without the execution or filing of any paper or any further act on the part of any of 
the parties hereto, anything herein to the contrary notwithstanding. 

 Section 7.12. Separate or Co-Trustee, Powers.  At any time or times, for the purposes of 
conforming to any legal requirements, restrictions or conditions in any state in which any part of 
the Trust Estate may be located, the Company and the Trustee shall have power to appoint, and, 
upon the request of the Trustee, the Company shall for such purpose join with the Trustee in the 
execution, delivery and performance of any instruments and agreements necessary or proper to 
appoint, another corporation or one or more individuals, approved by the Trustee, to act either as 
separate trustee or trustees or as co-trustee or co-trustees jointly with the Trustee of all or any 
part of the Trust Estate. 

Such separate trustee or trustees or co-trustee or co-trustees shall have such powers and 
duties as shall be conferred or imposed by the terms of its or their appointment; but every such 
separate trustee or co-trustee shall, to the extent permitted by law, be appointed subject to the 
following provisions and conditions, namely: 

 (1) Bonds issued hereunder shall be authenticated and delivered, and all 
powers, duties, obligations and rights conferred upon the Trustee in respect of the 
custody of all obligations and other securities and of all cash pledged or deposited 
hereunder shall be exercised, solely by the Trustee or its successor in the trust hereunder, 
and any moneys at any time coming into the hands of any such separate trustee or trustees 
or co-trustee or co-trustees shall be at once paid over to the Trustee or its successor in the 
trust hereunder; 
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 (2) No power shall be exercised hereunder by any such separate trustee or 
trustees or co-trustee or co-trustees except jointly or with the consent in writing of the 
Trustee or its successor in the trust hereunder; 

 (3) The Company and the Trustee or its successor in the trust hereunder, at 
any time by an instrument in writing executed by them jointly, may remove any separate 
trustee or co-trustee appointed under this Section 7.12, and may likewise and in like 
manner appoint a successor to such separate trustee or co-trustee so removed or who shall 
resign (which resignation shall become effective upon receipt by the Company and the 
Trustee of a written instrument to such effect from such separate trustee or co-trustee) or 
become incapable of acting, anything herein contained to the contrary notwithstanding;  

 (4) In the event the Trustee becomes aware of the inability to act of any such 
separate trustee or co-trustee, the Trustee, within 10 days after it becomes aware of such 
inability, shall furnish written no tice thereof to the Company; and 

 (5) Any notice, request or other writing delivered solely to the Trustee or its 
successor in the trust hereunder shall be deemed to have been delivered to all of the 
trustees as effectually as if delivered to each of them. 

ARTICLE EIGHT 
CONCERNING THE BONDHOLDERS 

 Section 8.01. Evidence of Action.  Any request, demand, authorization, direction, notice, 
consent, waiver or other action provided by this Indenture to be given or taken by Bondholders 
may be embodied in and evidenced by an instrument or any number of instruments of similar 
tenor executed by such Bondholders in person or by agent or proxy appointed in writing. 

 Section 8.02. Proof of Execution.  (a) Subject to the provisions of Sections 7.01 and 7.02, 
proof of the execution of any instrument by a Bondholder or his agent or proxy and proof of the 
holding by any person of any of the Bonds shall be sufficient if made in the following manner: 

The fact and date of the execution by any such person of any instrument may be 
proved by (1) the certificate of any notary public, or other officer of any jurisdiction 
within the United States of America authorized to take acknowledgments of deeds to be 
recorded in such jurisdiction, that the person executing such instruments acknowledged to 
him the execution thereof, or (2) an affidavit of a witness to such execution sworn to 
before any such notary or other such officer, or (3) the guarantee of the signature of such 
person by any trust company, commercial bank or member of a national stock exchange.  
Where such execution is by an officer of a corporation or association or a member of a 
partnership on behalf of such corporation, association or partnership, such certificate or 
affidavit shall also constitute sufficient proof of his authority. 

The fact and date of the execution of any such instrument and the amount and 
numbers or other designations of Bonds held by the person so executing such instrument 
may also be proved in any other manner that the Trustee may deem sufficient, and the 
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Trustee may require such additional proof of any matter referred to in this Section 8.02 as 
it shall deem necessary. 

 (b) The ownership of any Bond shall be proved by the Bond Register. 

 Section 8.03. Effect of Actions by Holders of Bond.  At any time prior to (but not after) 
the evidencing to the Trustee, as provided in Section 8.01, of the taking of any action by the 
holders of Bonds, any holder of a Bond or Bonds who has consented to such action may, by 
filing written notice with the Trustee, and upon proof of holding as provided in Section 8.02, 
revoke such action so far as concerns such Bond or Bonds.  Except as aforesaid, any such action 
taken by the holder of any Bond shall be conclusive and binding upon such holder and upon all 
future holders and owners of the same Bond, and of any Bond issued upon the transfer thereof or 
in exchange therefor or in place thereof, in respect of anything done or suffered to be done by the 
Trustee or the Company in reliance thereon, whether or not any notation in regard thereto is 
made upon such Bond. 

ARTICLE NINE 
  SUPPLEMENTAL INDENTURES  

 Section 9.01. Supplemental Indentures Without Consent of Bondholders.  In addition to 
any supplemental indenture otherwise authorized by this Indenture, the Company, when 
authorized by a Board Resolution, and the Trustee from time to time and at any time, may, 
without the consent of the holders of any Bond, enter into an indenture or indentures 
supplemental hereto, in form satisfactory to the Trustee, for one or more of the following 
purposes: 

 (a) to evidence the succession of another corporation to the Company, or 
successive successions, and the assumption by any such successor corporation of the 
covenants, agreements and obligations of the Company pursuant to Article Ten hereof; 

 (b) to add to the covenants of the Company and to the conditions, limitations 
and restrictions on the authorized amount, terms or purposes of issue, authentication and 
delivery of the Bonds or any series of Bonds, such further covenants, restrictions, 
conditions or provisions for the protection of the holders of the Bonds or any series of 
Bonds, or to surrender any right or power herein conferred on the Company; 

 (c) to cure any ambiguity, to correct or supplement any provision contained 
herein or in any supplemental indenture that may be inconsistent with any other provision 
contained herein or in any supplemental indenture, or to make such other provisions in 
regard to matters or questions arising under this Indenture as shall not be inconsistent 
with the provisions of this Indenture and shall not adversely affect the interests of the 
holders of the Bonds; 

 (d) to provide for the creation of any series of Bonds pursuant to the 
provisions of Article Four hereof; 
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 (e) to modify, eliminate or add to the provisions of this Indenture to the extent 
necessary to permit the appointment of a separate or co-trustee pursuant to Section 7.12; 

 (f) to correct or amplify the description of any property at any time subject to 
the lien of this Indenture, or better to assure, convey and confirm unto the Trustee any 
property subject or required to be subjected to the lien of this Indenture;  

 (g) to modify, eliminate or add to the provisions of this Indenture to the extent 
necessary to effect the qualification of this Indenture under the Trust Indenture Act as 
that Act, or any similar federal statute enacted in lieu thereof, is in effect at the time of 
the entering into any such supplemental indenture; and 

 (h) To add to the rights, powers or remedies of the Trustee and/or the 
Bondholders under the Indenture. 

The Trustee is hereby authorized to join with the Company in the execution of any such 
supplemental indenture, and to make any further appropriate agreements and stipulations that 
may be therein contained unless any such supplemental indenture affects the Trustee’s own 
rights, duties or immunities under this Indenture or otherwise, in which case the Trustee may in 
its discretion enter into such supplemental indenture. 

 Section 9.02. Modification of Indenture.  With the consent (evidenced as provided in 
Section 8.02) of the holders of not less than 66-2/3% in aggregate principal amount of all the 
Bonds at the time Outstanding that are adversely affected by such supplemental indenture, the 
Company, when authorized by a Board Resolution, and the Trustee may, from time to time and 
at any time, enter into an indenture or indentures supplemental hereto for the purpose of adding 
any provisions to or changing in any manner or eliminating any of the provisions of this 
Indenture or of any supplemental indenture or of modifying in any manner the rights of the 
holders of the Bonds; except that no such supplemental indenture shall, without the consent of 
the holder of each Outstanding Bond adversely affected thereby (i) give to any Bond or Bonds 
hereby secured any preference over any other Bond or Bonds he reby secured, (ii) permit the 
creation of any lien prior to or equal to the lien of this Indenture upon any Mortgaged Property, 
(iii) extend the stated maturity of the principal of, or any installment of interest or premium, if 
any, on, any Bond, or reduce the principal amount thereof or the interest thereon or any premium 
payable upon the redemption thereof, or extend the time or reduce the amount of any sinking 
fund payments in respect thereof, (iv) reduce either the aforesaid percentage in principal amount 
of Bonds, the holders of which are required to consent to any such supplemental indenture, or the 
percentages specified in Section 6.08, (v) affect the rights under this Indenture or any 
supplemental indenture hereto of the holders of the Bonds of one or more but less than all of 
series of Bonds  Outstanding, unless such modification or alteration shall be consented to by the 
holder of not less than 66-2/3% in aggregate principal amount of the Bonds of each series so 
affected, or (vi) modify any of the provisions of this Section 9.02, Section 6.01 or Section 6.08, 
except to increase any such percentage or to provide that certain other provisions of this 
Indenture cannot be modified or waived without the consent of the holder of each Bond 
adversely affected thereby.  For purposes of amending, eliminating or otherwise modifying any 
covenant or other provision of this Indenture or any supplemental indenture which provision by 
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its terms is for the exclusive benefit of one or more series of Bonds or which by its terms is 
binding upon the Company only so long as such series of Bonds shall be Outstanding, the 
holders of any series of Bonds not expressly entitled to the benefit of such provision or covenant 
shall not be deemed to be adversely affected by such modification. 

Upon the request of the Company, accompanied by a copy of a Board Resolution 
authorizing the execution of any such supplemental indenture, and upon the filing with the 
Trustee of evidence of the consent of Bondholders as aforesaid, the Trustee is hereby authorized 
to join with the Company in the execution of such supplemental indenture unless any such 
supplemental indenture affects the Trustee’s own rights, duties or immunities under this 
Indenture or otherwise, in which case the Trustee may in its discretion enter into such 
supplemental indenture. 

It shall not be necessary for the consent of Bondholders under this Section 9.02 to 
approve the particular form of any proposed supplemental indenture, but it shall be sufficient if 
such consent shall approve the substance thereof. 

 Section 9.03. Effect of Supplemental Indenture.  Upon the execution of any supplemental 
indenture pursuant to the provisions of this Article Nine, this Indenture shall be and be deemed 
to be modified and amended in accordance therewith and the respective rights, limitations of 
rights, obligations, duties and immunities under this Indenture of the Trustee, the Company, and 
every holder of Bonds theretofore or thereafter authenticated and delivered hereunder shall 
thereafter be determined, exercised and enforced hereunder subject in all respects to such 
modifications and amendments; and all the terms and conditions of any such supplemental 
indenture shall be and be deemed to be part of the terms and conditions of this Indenture for any 
and all purposes. 

 Section 9.04. Trust Indenture Act.  Every supplemental indenture executed pursuant to 
this Article Nine shall conform to the requirements of the Trust Indenture Act, as in effect at the 
time of execution of such supplemental indenture, if this Indenture shall then be qualified under 
that Act. 

 Section 9.05. Notation of Changes on Bond.  Bonds authenticated and delivered after the 
execution of any supplemental indenture pursuant to the provisions of this Article Nine may, and 
shall if required by the Trustee, bear a notation in form approved by the Trustee as to any matter 
provided for in such supplemental indenture.  If the Company or the Trustee shall so determine, 
new Bonds so modified as to conform, in the opinion of the Trustee and the Company’s Board of 
Directors, to any modification of this Indenture contained in any such supplemental indenture 
may be prepared by the Company, authenticated and delivered by the Trustee in exchange for the 
Outstanding Bonds. 

 Section 9.06. Trustee’s Reliance on Opinion of Counsel.  In executing any supplemental 
indenture permitted by this Article Nine, the Trustee shall be entitled to receive and (subject to 
Section 7.01) shall be entitled to rely upon, an Opinion of Counsel stating that the execution of 
such supplemental indenture is authorized or permitted by, and conforms to, the terms of this 
Article Nine. 
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ARTICLE TEN 
CONSOLIDATION, MERGER, AND SALE 

 Section 10.01. Consolidation, Mergers or Sales Where the Company is Not the Surviving 
Corporation Permitted on Certain Terms.  So long as no Default or Event of Default shall have 
occurred and be continuing, nothing contained in this Indenture or in any of the Bonds shall 
prevent any consolidation with or merger of the Company into any other corporation or 
corporations (whether or not affiliated with the Company), or successive consolidations or 
mergers in which the Company or its successor or successors shall be a party or parties, and in 
which the Company shall not be the surviving corporation, or shall prevent any sale, conveyance, 
lease transfer or other disposition of the Mortgaged Property as an entirety or substantially as an 
entirety, to any other corporation (whether or not affiliated with the Company or its successor or 
successors) lawfully entitled to acquire and operate the same; provided, however, that (i) any 
such consolidation, merger, sale, conveyance, lease, transfer or other disposition shall be on such 
terms as shall fully preserve the lien and security of this Indenture and the rights and powers of 
the Trustee and the Bondholders hereunder, (ii) any such lease shall be made expressly subject to 
termination by the Company or the Trustee if an Event of Default occurs and the Mortgaged 
Property subject to such lease is sold under power of sale or judicial proceedings, and (iii) upon 
any such consolidation, merger, sale, conveyance, transfer or other disposition, 

 (a) The corporation formed by such consolidation, or into which the Company 
shall have been merged, or the corporation that acquires the Mortgaged Property, shall 
execute and deliver to the Trustee, simultaneously with such merger, consolidation or 
transfer, an indenture supplemental hereto in form recordable and satisfactory to the 
Trustee, containing: 

 (1) an assumption by such successor corporation of the due and 
punctual payment of the principal of (and premium, if any) and interest on all the 
Bonds and the performance and observance of every covenant and condition of 
this Indenture to be performed or observed by the Company, and 

 (2) a grant, conveyance, transfer and mortgage of the character 
described in Subsection (a) or (b) of Section 10.02; 

 (b) Immediately after giving effect to such transaction, (i) the predominant 
business of the corporation formed by such consolidation, or into which the Company 
shall have been merged, or the corporation that acquires the Mortgaged Property (in each 
such case, the “surviving corporation”), is a business substantially similar to the business 
of the Company or the senior debt of the surviving corporation shall be rated no lower 
than Baa3 by Moody’s, BBB- by S&P, BBB- by Duff & Phelps Credit Rating Company 
or BBB- by Fitch IBCA, Inc., (ii) the Consolidated Net Worth of the surviving 
corporation is an amount equal to at least three hundred percent (300%) of the 
Consolidated Net Worth of the Company immediately prior to such transaction, (iii) no 
Default or Event of Default shall have occurred and be continuing, and (iv) the surviving 
corporation would be able to issue $1 of additional Bonds pursuant to Section 4.01 
hereof; and 
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 (c) The Company shall have delivered to the Trustee an Officers’ Certificate 
and an Opinion of Counsel, each stating that such consolidation, merger, conveyance, 
lease or transfer and such supplemental indenture comply with the preceding provisions 
of this Section 10.01 and that all conditions precedent provided for in such preceding 
provisions relating to such transaction have been complied with, and, subject to the 
provisions of Section 7.01 hereof, the Trustee shall be entitled to rely upon such Officers’ 
Certificate and Opinion of Counsel in executing any such supplemental indenture; 
provided that the Opinion of Counsel may rely upon the Officers’ Certificate as to 
whether the conditions precedent set forth in Subsection (b) of this Section 10.01 have 
been complied with. 

 Section 10.02. Successor Company Substituted.  Upon any consolidation or merger, or any 
conveyance or transfer of the Mortgaged Property as an entirety or substantially as an entirety in 
accordance with Section 10.01, the successor corporation formed by such consolidation or into 
which the Company is merged or to which such conveyance or transfer is made, upon causing to 
be recorded the supplemental indenture referred to in Section 10.01, shall succeed to, and be 
substituted for, and may exercise every right and power of, the Company under this Indenture 
with the same effect as if such successor corporation had been named as the Company herein; 
subject, however, to the following limitations and restrictions: 

 (a) If such supplemental indenture shall contain a grant, conveyance, transfer 
and mortgage in terms sufficient to include and subject to the lien of this Indenture all 
property and franchises owned by such successor corporation at the time of such 
consolidation, merger, conveyance, or transfer or that may be thereafter acquired by such 
successor corporation (other than Excepted Property), thereupon and thereafter such 
successor corporation may cause to be executed, either in its own name or in the name of 
Park Water Company, and delivered to the Trustee for authentication, any Bonds issuable 
hereunder; and upon the order of such successor corporation, and subject to all the terms 
of this Indenture, the Trustee shall authenticate and deliver any Bonds that shall have 
been previously executed and delivered by the Company to the Trustee for 
authentication, and any Bonds that such successor corporation shall thereafter, in 
accordance with this Indenture, cause to be executed and delivered to the Trustee for such 
purpose.  Such changes in phraseology and form (but not in substance) may be made in 
such Bonds as may be appropriate in view of such consolidation or merger or conveyance 
or transfer. 

 (b) If such supplemental indenture shall not contain the grant, conveyance, 
transfer and mortgage described in the preceding Subsection (a), then such successor 
corporation shall not be entitled to procure the authentication and delivery of Bonds 
under Article Four, and (notwithstanding the generality of the Granting Clauses herein) 
this Indenture shall not, by virtue of such consolidation, merger, conveyance or transfer, 
or by virtue of said supplemental indenture, become a lien upon any of the properties or 
franchises of such successor corporation owned by it, immediately before such 
consolidation, merger, conveyance or transfer (unless such successor corporation, in its 
discretion, shall subject the same to the lien hereof), but this Indenture shall become and 
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be a lien upon only the following properties and franchises acquired by such successor 
corporation after the date of such consolidation, merger, conveyance or transfer, to wit: 

 (1) all betterments, extensions, improvements, additions, repairs, 
renewals, replacements, substitutions and alterations to, upon, for and of the 
property or franchises, or both, subject to the lien hereof, and all property 
constituting appurtenances of the Mortgaged Property; 

 (2) all property acquired or constructed with the proceeds of any 
insurance on any part of the Mortgaged Property or with the proceeds of any part 
of the Mortgaged Property released from the lien of this Indenture or a prior lien 
or disposed of free from any such lien, or taken by eminent domain, or purchased 
by a public authority; and 

 (3) all property acquired in pursuance of the covenants herein 
contained to maintain and preserve and keep the Mortgaged Property in good 
condition, repair and working order, or in pursuance of any other covenant or 
agreement herein contained to be performed by the Company; 

and in such event such supplemental indenture shall contain a grant, conveyance, transfer 
and mortgage subjecting the property described in the preceding Paragraphs (1) through 
(3), inclusive, of this Subsection to the lien of this Indenture. 

 Section 10.03. Consolidations or Mergers Where the Company is the Surviving 
Corporation.  Nothing contained in this Indenture shall prevent any consolidation or merger of 
another corporation with the Company where the Company is the surviving corporation; 
provided that after giving effect thereto, no Default or Event of Default shall have occurred and 
be continuing. 

 Section 10.04. Change of Ownership. If at any time any shareholder of the Company (or 
anyone acting on behalf of said shareholder) proposes selling, transferring or otherwise disposing 
of shares of the Company’s capital stock, or shares of the Company’s capital stock are to be 
transferred by operation of law, which, after giving effect to such sale, transfer or other 
disposition, would result in Mr. H. H. Wheeler, Jr., the members of his Immediate Family (as 
hereinafter defined) and any trusts created solely for the benefit of any members of his 
Immediate Family, taken as a whole, owning less than twenty-five percent (25%) of the 
Company’s capital stock, then, at least forty-five (45) days prior to effecting such sale, transfer 
or other disposition of capital stock, the Company shall provide written notice of the sale, 
transfer or other disposition to each holder of Bonds of any series.  Each such holder shall have 
forty-five (45) days within which to notify the Company, in writing, of its desire to have the 
Company repurchase all Bonds held by such holder at the principal amount thereof plus accrued 
interest; provided, however, that the holders of the Bonds shall have no right to have the 
Company repurchase the Bonds if: 

 (i) the predominant business of the transferee of such capital stock is a 
business substantially similar to the business of the Company or senior debt of the 
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transferee is rated no lower than Baa3 by Moody’s, BBB- by S&P, BBB- by Duff & 
Phelps Credit Rating Company or BBB- by Fitch IBCA, Inc.; 

 (ii) immediately after such sale, transfer or disposition and giving effect 
thereto, the transferee of such capital stock of the Company is a corporation, the 
Consolidated Net Worth of which is an amount equal to at least three hundred percent 
(300%) of the Consolidated Net Worth of the Company prior to such sale, transfer or 
other disposition; 

 (iii) if the Company is not the surviving corporation, the Bonds are expressly 
assumed and shall be a direct obligation of the surviving corporation, not subordinate to 
any other debt of the surviving corporation; and 

 (iv) after giving effect thereto, no Default or Event of Default would exist. 

For purposes of this Section 10.04, a person’s “Immediate Family” shall mean his spouse, 
children and grandchildren. 

ARTICLE ELEVEN 
POSSESSION, USE AND RELEASE OF MORTGAGED PROPERTY 

 Section 11.01. Possession and Use of Mortgaged Property.  Unless an Event of Default 
shall have occurred and be continuing, the Company shall be permitted to possess, use and enjoy 
all the Mortgaged Property, to receive and use the rents, issues, income and profits thereof and in 
the ordinary course of business to use and consume its materials and supplies all as if this 
Indenture had not been made. 

 Section 11.02. Disposition of Mortgaged Property without Release.  At any time and from 
time to time while in possession of the Mortgaged Property and not in Default hereunder, the 
Company may without any release or consent by the Trustee: 

 (a) Sell or otherwise dispose of free from the lien of this Indenture any 
machinery, equipment, or other property that has become worn out, obsolete, 
unserviceable, undesirable or unnecessary for use in the conduct of its business (any such 
machinery, equipment or other property being herein “Undesirable Property”) upon 
replacing the same with or substituting for the same new machinery, equipment or other 
property not necessarily of the same character but being of at least equal value and utility 
to the property so disposed of (“Replacement Property”), which Replacement Property 
shall without further action become subject to the lien of this Indenture; provided, that the 
Company shall not be required to acquire Replacement Property for any such Undesirable 
Property if an Officers’ Certificate shall be delivered to the Trustee certifying that in the 
opinion of the Officers signing such Certificate either (i) replacing such Undesirable 
Property is not necessary or desirable in the conduct of the Company’s business or 
(ii) such Undesirable Property cannot reasonably be replaced; 
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 (b) Cancel, make changes in or substitutions for or dispose of any and all 
rights of way (including easements and licenses), leases or contracts held by the 
Company; provided, that no right of way for water transmission lines shall be sur rendered 
or disposed of without a release thereof by the Trustee, unless before or concurrently with 
such surrender or disposition the Company shall own or acquire other rights of way for 
the same portion of said line or for a relocated or substituted line serving substantially the 
same purpose or unless the properties served thereby have been abandoned or released as 
hereinafter provided; 

 (c) Surrender or assent to the modification of any franchise, license, or permit 
which it may hold or under which it may be operating, provided that the Company shall 
still have the right, in the Opinion of Counsel, under the modified or some other 
franchise, license or permit, or without any franchise, license or permit, to conduct its 
business in the same or an extended territory during the same or any extended or 
indefinite period of time; and for the purposes of this subdivision, the right of any 
municipality to terminate a permit, license or franchise by purchase shall not be deemed 
to abridge its duration; 

 (d) Surrender, assent to or procure a modification of any franchise, license or 
permit under which it is operating that in the opinion of the Board of Directors is no 
longer necessary or desirable in the conduct of the Company’s business and where the 
value and utility of the Mortgaged Property will not thereby be substantially impaired; or 

 (e) Abandon, or permit the abandonment of, the operation of any Mortgaged 
Property and the surrender by the Company of any franchises under which such property 
is operated, whenever the operation of such property and such franchises is not, under the 
circumstances, necessary or important for the operation of the other systems and plants of 
the Company, or whenever such abandonment or surrender is deemed for any reason to 
be advisable; provided, however, (1) that, if the Company receives for or in connection 
with any such abandonment or surrender any money or other thing of value, the same 
shall forthwith be deposited with the Trustee, subject to disposition as hereinafter set 
forth, provided the Company shall not be required to deposit with the Trustee the first 
$20,000 of any such money received by the Company in any calendar year in connection 
with any such abandonment or surrender; or (2) that if either the fair value of such 
property or the amount at which such property was originally charged to the fixed capital 
accounts of the Company is one percent (1%) or more of the aggregate principal amount 
of Bonds Outstanding immediately prior to such abandonment or surrender, there sha ll be 
furnished to the Trustee an engineer’s certificate to the effect that neither such operation 
nor such franchises are in the circumstances necessary or important for the operation of 
the other systems and plants of the Company or that such abandonment or surrender is 
advisable for some other specified reason, and in either case that such abandonment or 
surrender will not be prejudicial to the interests of the holders of the Bonds and that in the 
opinion of such engineer the proposed abandonment, surrender and/or release will not 
impair the security under this Indenture in contravention of the provisions hereof and 
stating the fair value of such property, and provided further that such certificate shall be 
of an Independent Engineer if the fair value of such property or franchises and of all other 

WWH000409



  

-59- 

properties, franchises or securities released from the lien of this Indenture since the 
commencement of the then current calendar year as set forth in the certificates required 
by this Indenture, is ten percent (10%) or more of the aggregate principal of the Bonds at 
the time Outstanding, but such Independent Engineer’s certificate shall not be required in 
the case of an abandonment, surrender and/or release under this Paragraph (e) if the fair 
value of such property or franchises to be released as set forth in the certificate required 
by this Paragraph (e) is less than one percent (1%) of the aggregate principal amount of 
Bonds at the time outstanding. 

The Trustee shall, from time to time, execute any written instrument to confirm the 
propriety of any action taken by the Company under this Section 11.02, upon receipt by the 
Trustee of a Board Resolution, together with an Officers’ Certificate stating that such action was 
duly taken in conformity with a designated Paragraph of this Section 11.02 and that the 
execution of such written instrument is appropriate to confirm the propriety of such action under 
this Section 11.02. 

 Section 11.03. Release of Mortgaged Property.  The Company shall have the right, at any 
time and from time to time, to sell, exchange or otherwise dispose of any of the Mortgaged 
Property constituting less than all or substantially all of the Mortgaged Property (in addition to 
the property referred to in Section 11.02) subject to the lien of this Indenture, upon compliance 
with the requirements and conditions of this Section 11.03, and the Trustee shall release the same 
from the lien of this Indenture upon receipt by the Trustee of a Company Order, dated as of a 
date not more than thirty days prior to such release requesting such release and describing the 
property to be so released, together with: 

 (a) A Board Resolution requesting such release and authorizing an application 
to the Trustee therefor; 

 (b) An Officers’ Certificate, dated as of a date not more than thirty days prior 
to such release and, if such property consists of securities, signed also by an Appraiser 
selected by the Board of Directors and satisfactory to the Trustee, stating in substance as 
follows: 

 (1) that, in the opinion of the officers executing the Officers’ 
Certificate, such release is in the best interest of the Company, and the property to 
be released, including any franchise, license or permit to be released, is not 
necessary for, and will not impair, the efficient operation of its remaining property 
that is used or useful in connection with its business; 

 (2) either (i) that the Company has sold or exchanged or otherwise 
disposed of, or has or intends to contract to sell or exchange or otherwise dispose 
of, the property so to be released for a consideration representing, in the opinion 
of the signers, its fair value to the Company, which consideration may consist of 
any one or more of the following: (a) cash, (b) obligations secured by a purchase 
money first lien upon the property so to be released but only in an amount not in 
excess of two-thirds of the fair value to the Company of such property, and 

WWH000410



  

-60- 

(c) any other property that, upon acquisition thereof by the Company, would be 
subject to the lien of this Indenture, free of any easements or other encumbrances 
except such as do not materially impair the use of such property for the purposes 
for which it was acquired, and subject to no lien other than Permitted 
Encumbrances, all of such consideration to be briefly described in the certificate, 
or (ii) that the property so to be released has been or is to be disposed of without 
consideration or for consideration less than fair value to the Company, in which 
event such certificate shall state an amount, if any, representing, in the opinion of 
the signers, its fair value to the Company, and, if it is being released or disposed 
of for less than its fair value to the Company, the reason for its disposition at less 
than fair value; 

 (3) that, to the best of the knowledge and belief of the signers of the 
Officers’ Certificate, no Default or Event of Default has occurred and is 
continuing; 

 (4) the then fair value to the Company, in the opinion of the signers of 
the Officers’ Certificate, of the property to be released; and 

 (5) that the signers of the Officers’ Certificate confirm that all 
conditions precedent herein provided in this Section 11.03 relating to the release 
of the property in question have been complied with; 

 (c) In case (i) the fair value of the property to be released and of all other 
property released from the lien of this Indenture since the commencement of the then 
current calendar year, as shown by certificates required by Subsection (b) of this Section, 
is 10% or more of the aggregate principal amount of the Bonds Outstanding on the date 
of the Company Order, and (ii) the fair value of the property to be so released, as shown 
by the certificate filed pursuant to Subsection (b) of this Section, is at least equal to the 
greater of $300,000 or 1% of the aggregate principal amount of the Bonds Outstanding, a 
certificate of an Independent Engineer, or if such property consists of securities, a 
certificate of an Independent Appraiser, stating: 

 (1) the then fa ir value, in the opinion of the signer, of the property to 
be released; and 

 (2) that such release, in the opinion of the signer, will not impair the 
efficient operation of the remaining property of the Company that is used or 
useful in connection with its business; 

 (d) Any cash or obligations received or to be received as consideration for any 
property so to be released or, if the property so to be released has been or is to be 
disposed of without consideration or for consideration less than fair value to the 
Company, cash sufficient to meet any deficiency between the consideration delivered to 
the Trustee and the amount representing the fair value of the property to the Company 
(or, if the property so to be released is subject to a lien prior to the lien of this Indenture, a 
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certificate of the trustee or other holder of such prior lien that it has received such money 
or obligations and has been irrevocably authorized by the Company to pay over to the 
Trustee any balance of such money or obligation, remaining after the discharge of such 
prior lien); and, if any property other than cash or obligations is included in the 
consideration for any property so to be released, such instruments of conveyance, 
assignment and transfer, if any, as may be necessary, in the Opinion of Counsel 
hereinafter referred to, to subject to the lien of this Indenture all the right, title and 
interest of the Company in and to such property; 

 (e) An Opinion of Counsel for the Person delivering the obligation and/or 
property to the effect (i) that any obligations included in the consideration for any 
property so to be released are valid obligations and are effectively pledged hereunder, 
(ii) that any purchase money lien securing such obligation is sufficient to afford a valid 
lien upon the property to be released not subject to any prior liens, (iii) either (x) that 
such instruments of conveyance, assignment and transfer as have been or are then 
delivered to the Trustee are sufficient to subject to the lien of this Indenture all the right, 
title and interest of the Company in and to any property, other than cash and obligations, 
that may be included in the consideration for the property so to be released, subject to no 
lien other than Permitted Encumbrances or (y) that no instruments of conveyance, 
assignment or transfer are necessary for such purpose, (iv) that the Company has 
corporate power to own all property included in the consideration for such release, and 
(v) in case any part of the money or obligations referred to in Paragraph (d) of this 
Section 11.03 has been deposited with the trustee or other holder of a prior lien, that to 
the best of the knowledge of such Counsel, such trustee or other holder (specifying the 
trustee or other holder and the lien) is entitled to receive the same; and 

 (f) Either (i) a certificate constituting evidence of the authorization, approval 
or consent of any governmental body or bodies at the time having jurisdiction in the 
premises to the sale, exchange or other disposition of the property so to be released, the 
consideration to be received therefor (if any) and the acquisition of any property 
constituting any part of such consideration, together with an Opinion of Counsel that, to 
the best of the knowledge of such Counsel, the same constitutes sufficient evidence 
thereof and that the authorization, approval or consent of no other governmental body is 
required, or (ii) an Opinion of Counsel that no authorization, approval or consent of any 
governmental body is required. 

Notwithstanding the foregoing provisions of this Section 11.03, the Company shall have 
the right, at any time and from time to time, so long as this Indenture is not qualified under the 
Trust Indenture Act, to sell, exchange or otherwise dispose (collectively a “Disposition”) of any 
of its Mortgaged Property (in addition to the property referred to in Section 11.02) at any time 
subject to the lien hereof, if, after giving effect thereto, during the period of four consecutive 
fiscal quarters of the Company then next ending, the aggregate fair market value of all such 
Dispositions during such period shall not exceed two and one-half percent (2-1/2%) of 
Consolidated Total Assets determined as of the end of the most recently ended fiscal quarter, and 
the Trustee shall release the same from the lien hereof upon receipt by the Trustee of: 
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 (aa) A Board Resolution requesting such release and authorizing an application 
to the Trustee therefor; 

 (bb) The proceeds received from the sale of such property as provided in 
Paragraph (d) of this Section 11.03; and 

 (cc) An Officers’ Certificate meeting the requirements of Subsection (b) of this 
Section and demonstrating in reasonable detail compliance with the lead-off provisions of 
this paragraph; provided such certificate need not be signed by an Engineer. 

The proceeds of all Mortgaged Property sold, exchanged or otherwise disposed of 
pursuant to Section 11.02(e) or this Section 11.03 (“Sale Proceeds”) shall at the direction of the 
Company be used by the Trustee to pay for, or to reimburse the Company for its purchase 
thereafter of property which as a result of such purchase shall become subject to the lien of the 
Indenture as Mortgaged Property and any Sale Proceeds not used for such purpose within a two 
year period following the Trustee’s receipt thereof, shall be disposed of pursuant to Article 
Fourteen; provided, that in the event the stock of a Subsidiary which constitutes Mortgaged 
Property  is sold pursuant to this Section 11.03, the Sale Proceeds therefrom (“Subsidiary Stock 
Sale Proceeds”) shall at the direction of the Company either be used (i) for the purpose set forth 
above in this sentence or (ii) to pay for, or reimburse the Company for an Investment in one or 
more existing Subsidiaries or in any entities which become Subsidiaries as a result of such 
Investment (through capital contributions, the acquisition of capital stock or otherwise) in the 
Water and/or Waste Water Businesses within any of the fifty United States or the District of 
Columbia provided that in the case of an Investment under clause (ii), all of the capital stock of 
any such Subsidiary shall be pledged to the Trustee at the time of any such Investment and 
subject to the lien of the Indenture and any Subsidiary Stock Sale Proceeds not used for such 
purposes within a three year period following the Trustee’s receipt thereof, shall be disposed of 
pursuant to Article Fourteen.  Prior to the end of the applicable two year period or three year 
period referred to in the preceding sentence, Sale Proceeds held by the Trustee may be invested 
in Investments described in clauses (i) through (vi) of Section 11.11 as directed by the Company. 

 Section 11.04. Eminent Domain and Other Governmental Takings of Mortgaged Property.  
Should less than substantially all the Mortgaged Property be subject to a Condemnation, the 
Company, forthwith upon receipt, shall deposit the award or sale proceeds for any property so 
taken with the Trustee, or, to the extent required in the Opinion of Counsel by the terms of a 
prior lien or Permitted Encumbrance on all or any part of any property so taken, with the trustee, 
mortgagee or other holder of such prior lien or Permitted Encumbrance.  In the event of any 
Condemnation, the Trustee shall release the property so taken, but only upon receipt by the 
Trustee of the following: 

 (a) A Board Resolution requesting such release and describing the property so 
to be released; 

 (b) An Officers’ Certificate dated as of a date not more than thirty days prior 
to such release stating that such property has been taken by eminent domain and the 
amount of the award therefor, or that said property has been sold under a threat of a 
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taking by eminent domain or pursuant to the exercise of a right vested in the United 
States of America, or a state, municipality or other governmental authority to purchase, or 
to designate a purchaser, or order a sale of such property and the amount of the proceeds 
of such sale, and that all conditions precedent herein provided for relating to such release 
have been complied with; 

 (c) The award for such property or the proceeds of such sale; provided, 
however, that, in lieu of all or any part of such award or proceeds, the Company shall 
have the right to deliver to the Trustee a certificate of the trustee, mortgagee or other 
holder of a prior lien or a Permitted Encumbrance on all or any part of the property to be 
released, stating that said award or proceeds, or a specified part thereof, has been 
deposited with such trustee, mortgagee or other holder pursuant to the requirements of 
such prior lien or Permitted Encumbrance, in which case the balance of the award, if any, 
shall be delivered to the Trustee; and 

 (d) An Opinion of Counsel stating 

 (1) that such property has been taken by eminent domain, or has been 
sold under threat of a taking by eminent domain or pursuant to the exercise of a 
right vested in the United States of America or a state, municipality or other 
governmental authority to purchase, or to designate a purchaser or order a sale of, 
such property; 

 (2) in the case of any such taking by eminent domain, that the order 
providing for the award for the property so taken has become final and 
unappealable or that the Company has elected not to appeal; 

 (3) in the case of any such sale, (i) that the agreement for such sale is 
valid and binding on the parties thereto and any regulatory approvals for the sale 
have been obtained, provided that if the sale is pursuant to an order, that the order 
has become final and appealable or the Company has elected not to appeal and 
(ii) that the agreement for such sale does not violate any applicable statute or 
regulation or the order or orders directing such sale; 

 (4) in case, pursuant to Subsection (c) of this Section, the award for 
such property or the proceeds of such sale, or a specified portion thereof, shall be 
certified to have been deposited with the trustee, mortgagee or other holder of a 
prior lien or a Permitted Encumbrance, that the property to be released, or a 
specified portion thereof, is or immediately before such taking or purchase was 
subject to such prior lien or Permitted Encumbrance, and that such deposit is 
required by such prior lien or Permitted Encumbrance; and 

 (5) that the applicable order, agreement and/or approval referred to in 
clause (2) or (3) above (collectively, the “Documents”) has been reviewed and 
conform to the requirements of this Indenture, that all the conditions precedent for 
the release of such property in the Documents have been satisfied and that, upon 
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the basis of such application, the Trustee is permitted by the terms of this 
Indenture to execute and deliver the release requested, and that all conditions 
precedent herein provided for relating to such release have been complied with. 

In any proceedings for the taking or purchase or sale of any part of the Mortgaged 
Property, by eminent domain or by virtue of any such right to purchase or designate a purchaser 
or to order a sale, the Trustee may be represented by counsel who may be counsel for the 
Company. 

The Condemnation Proceeds from the Condemnation of any Mortgaged Property 
pursuant to the foregoing provisions of this Section 11.04 shall at the direction of the Company 
either be used by the Trustee (i) to pay for, or to reimburse the Company for its purchase of 
property which as a result of such purchase shall become subject to the lien of the Indenture as 
Mortgaged Property, (ii) to pay for, or reimburse the Company for an Investment in one or more 
existing Subsidiaries or in any entities which become Subsidiaries as a result of such Investment 
(through capital contributions, the acquisition of capital stock or otherwise) in the Water and/or 
Waste Water Businesses within any of the fifty United States or the District of Columbia, 
provided that in the case of an Investment under clause (ii), all of the capital stock of any such 
Subsidiary shall be pledged to the Trustee at the time of any such Investment and subject to the 
lien of the Indenture, or (iii) for the redemption of Bonds pursuant to Section 14.02.  Any 
Condemnation Proceeds not used for the purposes described in clauses (i) or (ii) of the preceding 
sentence within the Reinvestment Period for such Condemnation Proceeds or any extension or 
extensions thereof as hereinafter provided shall be used for the redemption of Bonds pursuant to 
Section 14.02.  At any time prior to the end of the Reinvestment Period for any Condemnation 
Proceeds to be used for purposes described in clauses (i) or (ii) of the first sentence of this 
paragraph, the Company may extend the Reinvestment Period for such Condemnation Proceeds 
without regard to whether the Reinvestment Period for such Condemnation Proceeds was 
previously extended pursuant to this Section 11.04, by delivery of an Officers’ Certificate to the 
Trustee (A) stating that the Company intends to reinvest such Condemnation Proceeds for 
purposes described in clauses (i) or (ii) of the first sentence of this paragraph, (B) certifying that 
a written instrument from the Company has been delivered to the IRS in which the Company has 
requested an extension of the period in which such Condemnation Proceeds may be reinvested to 
avoid recognition of gain, if any, under Section 1033(a) of the Internal Revenue Code, from the 
sale or conversion of the Mortgaged Property from which such Condemnation Proceeds were 
received (the last date in the period of extension so requested by the Company being the 
“Extension Date”) and (C) requesting that the Reinvestment Period for such Condemnation 
Proceeds be extended to the Extension Date; and upon receipt by the Trustee of such Officers’ 
Certificate, the Reinvestment Period for such Condemnation Proceeds shall be extended, subject 
to the provisions of Section 11.06, to the first to occur of (i) such Extension Date or (ii) the date 
which is the sixth anniversary of the date of receipt by the Trustee of such Condemnation 
Proceeds; provided, that (A) upon receipt by the Company of a response from the IRS approving 
any requested extension, the Company shall deliver an Officers’ Certificate to the Trustee 
notifying the Trustee of such approval and if the extension period approved by the IRS is 
different from the extension period requested, the Extension Date shall be changed to the last 
date in the extension period approved by the IRS, (B) upon receipt by the Company of a response 
from the IRS disapproving any such requested extension or any shorter or longer extension than 

WWH000415



  

-65- 

the period requested, the Company shall within 5 days of its receipt of such response deliver an 
Officers’ Certificate to the Trustee notifying the Trustee of such disapproval and, subject to the 
following proviso, the Reinvestment Period shall end on the date the Company delivers the 
Officers’ Certificate to the Trustee and (C) if the Trustee shall not receive an Officers’ 
Certificate described in clause (A) or (B) of this proviso within the 270 day period following the 
date of the Company’s extension request (such period being herein the “Company Request 
Waiting Period” which shall include any extensions thereof permitted hereunder), the 
Company’s request shall be deemed to have been disapproved by the IRS and the Reinvestment 
Period shall end on the last day of the Company Request Waiting Period; provided, further, that  

 (x) if prior to the end of a Company Request Waiting Period, the Company 
shall deliver an Officers’ Certificate to the Trustee stating that the application to the IRS 
for the requested extension is still pending and requesting a further extension of the 
Company Request Waiting Period (the “Extension Certificate”), the Company Request 
Waiting Period shall be extended to the first to occur of (i) the date of receipt by the 
Trustee of an Officers’ Certificate delivered pursuant to clause (A) or (B) of the above 
proviso upon the occurrence of the applicable event described therein in which case the 
Reinvestment Period shall be extended or terminated as provided in the applicable clause 
(A) or (B) or (ii) the expiration of an additional period of 90 days beginning with the day 
next following the receipt by the Trustee of the Extension Certificate; and  

 (y) if prior to the end of the Reinvestment Period the Company shall receive a 
decision from the IRS disapproving any such requested extension and shall deliver an 
Officers’ Certificate to the Trustee stating that the Company has appealed or within 
10 days shall appeal the IRS decision and requesting an additional period of time for the 
resolution of such an appeal, the Reinvestment Period shall be extended a period of 90 
days beginning with the day next following the date of the delivery of such Officers’ 
Certificate (such period being herein the “Company Appeal Waiting Period” which shall 
include extensions thereof permitted hereunder) and if prior to the end of any Company 
Appeal Waiting Period the Company shall deliver an Officers’ Certificate to the Trustee 
stating the appeal is still pending and requesting a further extension of the Company 
Appeal Waiting Period, the Company Appeal Waiting Period shall be extended an 
additional period of 90 days beginning with the day next following the receipt by the 
Trustee of such Certificate, provided that upon the occurrence of an Appeal 
Determination of the matter so appealed, the Company shall promptly deliver an 
Officers’ Certificate to the Trustee notifying the Trustee of such Appeal Determination 
and if the appeal is denied the Subsidiary Appeal Waiting Period and the Reinvestment 
Period shall end on date of such Appeal Determination or if the extension is granted upon 
appeal the Reinvestment Period shall be extended to the applicable date approved 
pursuant to such Appeal Determination; and 

 (z) notwithstanding the foregoing provisions of clause (x) and (y) above, the 
Reinvestment Period for any such Condemnation Proceeds shall remain subject to the 
provisions of Section 11.06 and shall not extend beyond the sixth anniversary of the date 
of receipt of the Trustee of such Condemnation Proceeds. 
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During the Reinvestment Period, Condemnation Proceeds may be distributed from time to time 
at the direction of the Company for the purposes described in clauses (i), (ii) or (iii) of the first 
sentence of this paragraph and Condemnation Proceeds held by the Trustee from time to time 
may be invested as provided in Section 11.11. 

 Section 11.05. Condemnation of Subsidiary Assets.  The Company will cause each 
Subsidiary which receives Condemnation Proceeds from the Condemnation of any of its assets to 
forthwith deposit the same into a segregated investment account in such Subsidiary’s name with 
an institution which is not a creditor of the Company or such Subsidiary (the “Proceeds 
Account”).  The Subsidiary may withdraw funds from the  Proceeds Account and use the same 
(i) to pay for, or to reimburse such Subsidiary for any purchase thereafter of Additional 
Subsidiary Property (as hereinafter defined), (ii) to make a distribution in the form of a dividend 
or otherwise to the Company in order to either (A) pay for, or to reimburse the Company for any 
purchase of additional Mortgaged Property or (B) be added to the Indenture as Trust Moneys for 
the redemption of Bonds pursuant to Section 14.02 or (iii) to pay for, or reimburse any 
Subsidiary for an Investment made by any one or more existing Subsidiaries or by any entities 
which become Subsidiaries as a result of such Investment (through capital contribution, the 
acquisition of capital stock or otherwise) in the Water and/or Waste Water Businesses within any 
of the fifty United States or the District of Columbia, provided, that all of the capital stock of any 
such Subsidiary which made such Investment shall be pledged to the Trustee at the time of such 
Investment and subject to the lien of the Indenture.  The Company shall cause any Condemnation 
Proceeds not used for the purposes described in clauses (i) or (iii) of the preceding sentence 
within the Reinvestment Period for such Condemnation Proceeds or any extension or extensions 
thereof as hereinafter provided to be distributed to the Company to be added to the Indenture as 
Trust Moneys for the redemption of Bonds pursuant to Section 14.02.  At any time prior to the 
end of the Reinvestment Period for any Condemnation Proceeds to be used for purposes 
described in clauses (i) or (iii) of the second sentence of this paragraph, the Company may 
extend the Reinvestment Period for such Condemnation Proceeds without regard to whether the 
Reinvestment Period for such Condemnation Proceeds was previously extended pursuant to this 
Section 11.05, by delivery of an Officers’ Certificate to the Trustee (A) stating that the Company 
intends that the Subsidiary reinvest such Condemnation Proceeds for purposes described in 
clause (i) or (iii) in the second sentence of this paragraph, (B) certifying that a written instrument  
from the Company has been delivered to the IRS in which the Company has requested an 
extension of the period in which such Condemnation Proceeds may be reinvested to avoid 
recognition of gain, if any, under Section 1033(a) of the Internal Revenue Code, from the sale or 
conversion of the Subsidiary assets from which such Condemnation Proceeds were received (the 
last date in the period of extension so requested by the Company being the “Extension Date”) 
and (C) requesting that the Reinvestment Period for such Condemnation Proceeds be extended to 
the Extension Date; and upon receipt by the Trustee of such Officers’ Certificate, the 
Reinvestment Period for such Condemnation Proceeds shall be extended, subject to the 
provisions of Section 11.06, to the first to occur of (i) such Extension Date or (ii) the date which 
is the sixth anniversary of the date of receipt by the Subsidiary of such Condemnation Proceeds; 
provided, that (A) upon receipt by the Company of a response from the IRS approving any 
requested extension, the Company shall deliver an Officers’ Certificate to the Trustee notifying 
the Trustee of such approval and if the extension period approved by the IRS is different from 
the extension period requested, the Extension Date shall be changed to the last date in the 
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extension period approved by the IRS, (B) upon receipt by the Company of a response from the 
IRS disapproving any such requested extension or any shorter or longer extension than the period 
requested, the Company shall within 5 days of its receipt of such response deliver an Officers’ 
Certificate to the Trustee notifying the Trustee of such disapproval and subject to the following 
proviso, the Reinvestment Period shall end on the date the Company delivers the Officers’ 
Certificate to the Trustee and (C) if the Trustee shall not receive an Officers’ Certificate 
described in clause (A) or (B) of this proviso within the 270 day period following the date of the 
Company’s extension request (such period being the “Subsidiary Request Waiting Period” 
which shall include any extensions thereof permitted hereunder), the Company’s request shall be 
deemed to have been disapproved by the IRS and the Reinvestment Period shall end on the last 
day of the Subsidiary Request Waiting period; provided, further, that  

 (x) if prior to the end of a Subsidiary Request Waiting Period, the Company 
shall deliver an Officers’ Certificate to the Trustee stating that the application to the IRS 
for the requested extension is still pending and requesting a further extension of the 
Subsidiary Request Waiting Period (the “Extension Certificate”), the Subsidiary Request 
Waiting Period shall be extended to the first to occur of (i) the date of receipt by the 
Trustee of an Officers’ Certificate delivered pursuant to clause (A) or (B) of the above 
proviso upon the occurrence of the applicable event described therein in which case the 
Reinvestment Period shall be extended or terminated as provided in the applicable clause 
(A) or (B) or (ii) the expiration of an additional period of 90 days beginning with the day 
next following the receipt by the Trustee of the Extension Certificate; and  

 (y) if prior to the end of the Reinvestment Period the Company shall receive a 
decision from the IRS disapproving any such requested extension and shall deliver an 
Officers’ Certificate to the Trustee stating that the Company has appealed or within 
10 days shall appeal the IRS decision and requesting an additional period of time for the 
resolution of such an appeal, the Reinvestment Period shall be extended a period of 90 
days beginning with the day next following the date of the delivery of such Officers’ 
Certificate (such period being herein the “Subsidiary Appeal Waiting Period” which 
shall include extensions thereof permitted hereunder) and if prior to the end of any 
Subsidiary Appeal Waiting Period, the Subsidiary shall deliver an Officers’ Certificate to 
the Trustee stating the appeal is still pending and requesting a further extension of the 
Subsidiary Appeal Waiting Period, the Subsidiary Appeal Waiting Period shall be 
extended to an additional period of 90 days beginning with the day next following the 
receipt by the Trustee of such Certificate, provided that upon the occurrence of an Appeal 
Determination of the matter so appealed, the Company shall promptly deliver an 
Officers’ Certificate to the Trustee notifying the Trustee of such Appeal Determination 
and if the appeal is denied the Subsidiary Appeal Waiting Period and the Reinvestment 
Period shall end on date of such Appeal Determination or if the extension is granted upon 
appeal the Reinvestment Period shall be extended to the applicable date approved 
pursuant to such Appeal Determination; and 

 (z) notwithstanding the foregoing provisions of clause (x) and (y) above, the 
Reinvestment Period for any such Condemnation Proceeds shall remain subject to the 
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provisions of Section 11.06 and shall not extend beyond the sixth anniversary of the date 
of receipt by the Subsidiary of such Condemnation Proceeds. 

During the Reinvestment Period, the Condemnation Proceeds may be distributed from time to 
time as the Subsidiary shall elect for purposes described in clauses (i), (ii) or (iii) of the second 
sentence of this paragraph and any Condemnation Proceeds not so distributed shall be held by 
the Subsidiary in one or more segregated accounts and from time to time may be invested by the 
Subsidiary in the Investments permitted in Section 11.11. 

For purposes of this Section 11.05 only, the term “Additional Subsidiary Property” shall 
include, without limitation, land, plant, property, appurtenances, transmission or distribution 
lines, appliances, vehicles and equipment necessary or desirable in the operation of, or intended 
for future use in the operation of, the Water and/or Waste Water Businesses and purchased, 
acquired or constructed by any of the Company’s Subsidiaries and used and useful in the 
business of any of the Company’s Subsidiaries and, shall include, without limitation, permanent 
improvements, extensions or additions to the properties of any of the Company’s Subsidiaries, 
and purchased, acquired, constructed, erected or installed by any of the Company’s Subsidiaries. 

 Section 11.06.  Redemption of Bonds with Condemnation Proceeds; Reporting 
Requirements.  (a) If (i) at any time the aggregate amount of Condemnation Proceeds held by the 
Trustee for reinvestment pursuant to Section 11.04 and Condemnation Proceeds from the 
Condemnation of Subsidiary assets held in segregated accounts for reinvestment pursuant to 
Section 11.05 shall exceed an amount equal to 35% of Consolidated Tangible Assets as of the 
end of the immediately preceding fiscal quarter of the Company (the amount of Condemnation 
Proceeds equa l to such excess being “Upper Limit Excess Proceeds”) and (ii) at any time some 
or all of the Condemnation Proceeds then held for reinvestment pursuant to Sections 11.04 and 
11.05 shall have been held for more than three years (the aggregate amount of Condemnation 
Proceeds then held for more than three years being the “Over Three Year Proceeds”) and the 
aggregate amount of all Condemnation Proceeds then held for reinvestment pursuant to 
Sections 11.04 and 11.05 shall exceed an amount equal to 25% of Consolidated Tangible Assets 
as of the end of the immediately preceding fiscal quarter of the Company (the amount of 
Condemnation Proceeds equal to the lesser of (x) such excess or (y) the Over Three Year 
Proceeds being “Over Three Year Excess Proceeds” and together with Upper Limit Excess 
Proceeds, “Excess Proceeds”), an amount of Condemnation Proceeds equal to any such Excess 
Proceeds shall be used for the redemption of Bonds pursuant to Section 14.02 and the 
Condemnation Proceeds which shall be used for such purposes shall be in order of the earliest 
beginning date of the Reinvestment Period which applies to the Condemnation Proceeds then 
being held for reinvestment.  Condemnation Proceeds which are invested at the time of reference 
shall be valued for purposes of this Section 11.06 as provided in Section 11.11. 

 (b) During any periods in which Condemnation Proceeds are being held for 
reinvestment pursuant to Sections 11.04 and 11.05, the Company shall deliver to each 
Bondholder and the Trustee within 30 days after the end of each quarterly fiscal period of the 
Company an Officers’ Certificate which (i) identifies each set of Condemnation Proceeds, 
including the amount thereof, the applicable Reinvestment Period, the Investments in which such 
Condemnation Proceeds are invested as of the end of such fiscal period, and the extent to which 
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such Condemnation Proceeds have been reinvested in the Water and/or Waste Water Businesses 
and the assets so acquired and the remaining amount of such Reinvestment Proceeds then being 
held for reinvestment, (ii) specifies the aggregate amount of Reinvestment Proceeds then being 
held for reinvestment valued as provided in Section 11.06(a), (iii) contains the amount which 
equals 35% and 25% of Consolidated Tangible Assets and related calculations, and (iv) states 
whether any Excess Proceeds were used since the previous Officers’ Certificate delivered 
pursuant to this Section 11.06(b) to redeem any Bonds pursuant to Section 11.06(a), the status of 
any such redemption including the principal amount of Bonds redeemed or to be redeemed for 
each outstanding series of Bonds; provided that so long as the aggregate amount of 
Condemnation Proceeds then being held for reinvestment pursuant to Sections 11.04 and 11.05 
shall not exceed an amount equal to the 10% of Consolidated Tangible Assets as of the end of 
the immediately preceding fiscal quarter, the Company shall only be required to deliver to each 
Bondholder one such Officers’ Certificate annually which shall be delivered within 30 days after 
the end of the last quarterly fiscal period of each fiscal year of the Company and shall provide 
the information required in clauses (i) through (iv) above of this Section 11.06(b) as of the end of 
such last quarterly fiscal period. 

 Section 11.07. Casualties Relating to Mortgaged Property.  In the event any Mortgaged 
Property shall be subject to a Casualty, the insurance proceeds received by the Trustee as a result 
of such Casualty (herein, “Casualty Proceeds”) shall at the direction of the Company and in 
compliance with Section 14.03, if applicable, either be used by the Trustee (i) to pay for, or to 
reimburse the Company for its purchase thereafter of property which as a result of such purchase 
shall become subject to the lien of the Indenture as Mortgaged Property, (ii) to pay for, or 
reimburse the Company for an Investment in one or more existing Subsidiaries or in any entities 
which become Subsidiaries as a result of such Investment (through capital contributions, the 
acquisition of capital stock or otherwise) in the Water and/or Waste Water Businesses within any 
of the fifty United States or the District of Columbia in one or more Subsidiaries of the Company 
or entities which become Subsidiaries as a result of such Investment, provided that in the case of 
an Investment under clause (ii), all of the capital stock of any such Subsidiary shall be pledged to 
the Trustee at the time of any such Investment and subject to the lien of the Indenture, or (iii) for 
the redemption of Bonds pursuant to Section 14.02.  Any Casualty Proceeds not used for the 
purposes described in clauses (i) or (ii) of the preceding sentence within a period of three years 
from the date of receipt of such Casualty Proceeds by the Trustee shall be used for the 
redemption of Bonds pursuant to Section 14.02.  Casualty Proceeds held by the Trustee from 
time to time may be invested in Investments described in clauses (i) through (vi) of 
Section 11.11 as directed by the Company. 

 Section 11.08. Purchaser Protected.  In no event shall any purchaser or purchasers in good 
faith of any property purported to be released hereunder be bound to ascertain the authority of 
the Trustee to execute the release or to inquire as to the satisfaction of any conditions required by 
the provisions hereof for the exercise of such authority or to see to the application of any 
consideration given by such purchaser or other transferee; nor shall any purchaser or other 
transferee of any property or rights permitted by this Article Eleven to be sold be under 
obligation to ascertain or inquire into the authority of the Company to make any such sale or 
other transfer. 
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 Section 11.09. Powers Exercisable Notwithstanding Event of Default.  Subject to the 
provisions of Subsection (b) of Section 7.01, the Trustee may in its discretion (but shall not be 
bound to) execute and release or consent under the provisions of this Article Eleven 
notwithstanding that at the time any Default or Event of Default shall have happened and be 
continuing.  The Officers’ Certificate for such release or consent shall, instead of stating that no 
Default or Event of Default exists, specify each Default or Event of Default which shall, to the 
knowledge of the signers, have happened and be continuing. 

 Section 11.10. Powers Exercisable by Receiver or Trustee.  In case the Mortgaged 
Property shall be in the possession of a receiver or trustee, lawfully appointed, the powers 
conferred in this Article Eleven upon the Company with respect to the release, sale or other 
disposition of property subject to the lien hereof may be exercised by such receiver or trustee, 
and an instrument signed by such receiver or trustee shall be deemed the equivalent of any 
similar instrument of the Company or of any officer or officers thereof required by the provisions 
of this Article Eleven; and if the Trustee shall be in the possession of the Mortgaged Property 
under any provision of this Indenture, then such powers may be exercised by the Trustee. 

 Section 11.11. Investment of Reinvestment  Proceeds.  All or any part of the Reinvestment 
Proceeds may be invested by the Trustee holding any Reinvestment Proceeds as directed by the 
Company or by any Subsidiary holding Reinvestment Proceeds, in any of the following: 

 (i) Investments in commercial paper maturing in less than 270 days from the 
date of issuance which, at the time of acquisition by the Company, is accorded the 
highest rating by S&P  or Moody’s; 

 (ii) Investments in United States Governmental Securities, provided that such 
obligations mature within three years from the date of acquisition thereof; 

 (iii) Investments in certificates of deposit or banker’s acceptances issued by an 
Acceptable Bank, provided that such obligations mature within 365 days from the date of 
acquisition thereof; 

 (iv)  Investments in any mutual fund or other fund operated in the United States 
which has substantially all of its Investments in the Investments described above in 
clauses (i) or (ii) of this Section 11.11, including funds for which the Trustee and its 
affiliates provide investment advisory or other management services; 

 (v) Investments in Repurchase Agreements; and 

 (vi) Investments in tax-exempt obligations of any state of the United States of 
America, or any municipality of any such state, in each case rated “AA” or better by 
S&P, “Aa2” or better by Moody’s or an equivalent rating by any other credit rating 
agency of recognized national standing, provided that such obligations mature within 365 
days from the date of acquisition thereof. 
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The Trustee may act as principal or agent in the acquisition or disposition of such 
Investments.  In valuing any of the Investments for purposes of applying the provisions of 
Section 11.06, such Investments shall be valued at the cost thereof to the Company or the 
Subsidiary, without allowance for any subsequent write-offs or appreciation or depreciation 
therein, but less any return of capital upon such Investment. 

Unless one or more Events of Default shall occur and be continuing, any interest or other 
return on any such Investments of Reinvestment Proceeds (i) if received by the Trustee shall be 
paid to the Company, or (ii) if received by a Subsidiary, may be used by the Subsidiary for such 
corporate purposes as it shall deem appropriate. 

ARTICLE TWELVE 
REDEMPTION OF BONDS 

 Section 12.01. Redemption Price and Manner of Redemption.  The redemption price and 
the terms, place and manner of redemption of the Bonds shall be as stated in the respective 
Bonds and shall also be governed by this Article Twelve, except as may otherwise be provided 
for the redemption of Bonds in any supplemental indenture creating any other series of Bonds, 
with respect to such other series, and in any agreement filed with the Trustee in accordance with 
the provisions of Section 5.01. 

 Section 12.02. Selection of Bonds to be Redeemed.  If less than all of the Bonds are to be 
redeemed, the Company shall select the particular series of Bonds which are to be redeemed, 
either in whole or in part, and the principal amount of Bonds which are to be redeemed, by 
written notice mailed to the Trustee at least twenty days in advance of the date fixed for the 
mailing of the notice of redemption. 

If less than all of the Bonds of any series Outstanding hereunder are to be redeemed, the 
particular Bonds to be redeemed shall be selected not more than sixty days prior to the 
redemption date by the Trustee from the Outstanding Bonds of such series not previously called 
for redemption by prorating, as nearly as may be, the principal amount of Bonds of such series to 
be redeemed among the registered holders of Bonds of the series according to the respective 
aggregate principal amounts of Bonds of such series held by such holders; provided, however, 
that, if a written consent of all the registered holders of Bonds of the series is filed with the 
Trustee specifying some other method of selecting the Bonds of such series to be redeemed, such 
selection shall be made by the Trustee in accordance therewith; and provided further that, if any 
series of Bonds shall have been sold by the Company pursuant to a public offering registered 
under the Securities Act of 1933, as amended, or any similar statute enacted in substitution or 
replacement thereof, the Trustee shall select by lot or in any other manner that it deems equitable 
the Bonds of such series then to be redeemed.  In any proration pursuant to this Section, the 
Trustee shall make such adjustments as it shall deem proper to the end that the principal amount 
of Bonds so redeemed shall be $1,000 or a multiple thereof, by increasing or decreasing the 
amount which would be allocable to any Bondholder on the basis of exact proration by an 
amount not exceeding $1,000.  The Trustee may in its discretion determine the Bonds, if there 
are more than one, registered in the name of any Bondholder that are to be redeemed, in whole or 
in part. 
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 Section 12.03. Notice of Redemption.  In case the Company shall desire to exercise such 
right to redeem all, or, as the case may be, any part of the Bonds in accordance with the right 
reserved so to do, it shall give written notice of such redemption to holders of the Bonds to be 
redeemed in whole or in part as hereinafter in this Section 12.03 provided.  Written notice of 
such redemption shall also be given the Trustee and shall be accompanied by an Officers’ 
Certificate and, in the case of redemption other than through any mandatory sinking fund, a 
Board Resolution calling for redemption of the Bonds referred to in such notice. 

Notice of redemption to holders of Bonds to be redeemed in whole or in part shall be 
given by sending, by certified mail, a notice of such redemption not less than thirty days and not 
more than sixty days before the date fixed for redemption to such holders at the ir last addresses 
as they shall appear upon the registration books.  Any notice that is mailed in the manner herein 
provided shall be conclusively presumed to have been duly given, whether or not the registered 
holder receives the notice.  In any case, failure duly to give notice or any defect in the notice to 
the holder of any Bonds designated for redemption in whole or in part shall not affect the validity 
of the proceedings for the redemption of any other Bonds. 

Each such notice of redemption shall specify the date fixed for redemption, the 
redemption price at which Bonds are to be redeemed, and shall state that payment of the 
redemption price of the Bonds to be redeemed will be made at the corporate trust office of the 
Trustee upon presentation and surrender of such Bonds, that interest accrued to the date fixed for 
redemption will be paid as specified in said notice, and that interest thereon will cease to accrue 
at the close of business on the date fixed for redemption.  If less than all the Bonds of a series are 
to be redeemed, the notice which relates to each Bond shall state the portion of the principal 
amount thereof to be redeemed, and shall state that on and after the redemption date, upon 
surrender of such Bond, a new Bond in principal amount equa l to the unredeemed portion thereof 
will be issued or, at the option of the holder, such Bond may be presented for notation thereon of 
the payment, as of the redemption date, of the redeemed portion of the principal thereof. 

 Section 12.04. Payment of Redemption.  If the giving of notice of redemption shall have 
been completed as above provided, the Bonds or portions of Bonds specified in such notice shall 
become due and payable on the date and at the place stated in such notice at the applicable 
redemption price, together with interest accrued to the date fixed for redemption.  In such case 
and if moneys in the necessary amount to pay such Bonds or portions of Bonds at the redemption 
price, together with interest thereon to the date fixed for redemption and premium, if any, shall 
prior to the date fixed for redemption have been deposited in trust with the Trustee or with any 
Paying Agent (other than the Company) or have been set aside and segregated in trust by the 
Company (if the Company shall act as its own Paying Agent), interest on such Bonds or portions 
of Bonds shall cease to accrue on and after the date fixed for redemption.  Interest on Bonds or 
portions of Bonds called for redemption as aforesaid shall cease to accrue on and after the date 
fixed for redemption, in any event, irrespective of whether or not any such deposit in trust or 
setting aside and segregation in trust shall have been made, except with respect to any Bond or 
portion thereof so called for redemption on which the Company shall default in the payment of 
the redemption price, together with interest accrued thereon to the date fixed for redemption.  On 
presentation and surrender of such Bonds on or after the date fixed for redemption at the place of 
payment specified in the notice, such Bonds shall be paid and redeemed at the applicable 
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redemption price, together with interest accrued thereon to the date fixed for redemption and 
premium, if any. 

Upon presentation of any Bond which is redeemed in part only, the Company shall 
execute and the Trustee shall authenticate and deliver to the holder thereof, at the expense of the 
Company, a new Bond or Bonds in principal amount equal to the unredeemed portion of the 
Bond so presented or, at the option of the holder, the same may be presented for notation thereon 
of the payment, as of the date fixed for redemption, of the redeemed portion of the principal 
thereof. 

 Section 12.05. Notation on Bond for Partial Redemption.  Notwithstanding the provisions 
of Sections 12.03 and 12.04, in the event of the payment of a portion of any Bond, the Trustee 
shall not require the presentation of such Bond to be partially paid and redeemed, provided that 
the Company or the Trustee shall have first obtained a written undertaking from such 
Bondholder that such holder will not sell, transfer or otherwise dispose of any Bond so partially 
paid without either (i) making a notation of the aggregate principal amount paid and redeemed 
on the Bond to be so sold, transferred or otherwise disposed of or (ii) presenting such Bond to 
the Trustee in exchange for a new Bond or Bonds of aggregate principal amount equal to the 
unpaid portion thereof. 

 Section 12.06. Cancellation of Bonds.  All Bonds redeemed and paid under this Article 
Fourteen shall, except as provided in Section 12.05, be cancelled by the Trustee and a certificate 
as to such cancellation shall be delivered by the Trustee to the Company. 

ARTICLE THIRTEEN 
SATISFACTION AND DISCHARGE OF INDENTURE; UNCLAIMED MONEYS  

 Section 13.01. Satisfaction and Discharge of Indenture.  If at any time  (a)  either 

 (i) there shall have been cancelled by the Trustee or delivered to the Trustee 
for cancellation all Bonds theretofore authenticated and delivered (other than any Bonds 
that are asserted to have been destroyed, lost or stolen and that shall have been replaced 
as provided in Section 2.12, or paid, or Bonds for whose payment money has theretofore 
been deposited in trust with the Trustee or segregated and held in trust by the Company, 
and thereafter repaid to the Company or discharged from such trust as provided in 
Section 13.04), or 

 (ii) all such Bonds not theretofore cancelled by the Trustee or delivered to the 
Trustee for cancellation shall have become due and payable, or are by their terms to 
become due and payable within one year, or have been or are to be called for redemption 
within one year under arrangements satisfactory to the Trustee for the giving of notice of 
redemption, and the Company has deposited or caused to be deposited with the Trustee as 
trust funds the entire amount sufficient to pay at maturity or upon redemption all such 
Bonds not theretofore cancelled by the Trustee or delivered to the Trustee for 
cancellation; and 
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 (b) the Company has paid or caused to be paid all other sums payable hereunder by the 
Company; and 

 (c) the Company has delivered to the Trustee an Officers’ Certificate stating that all 
conditions precedent provided for herein relating to the satisfaction and discharge of this 
Indenture have been complied with; 

then, upon Company Request authorized by Board Resolution, this Indenture and the lien, rights 
and interests hereby created shall cease to be of further effect, and the Trustee, at the cost and 
expense of the Company, shall execute and deliver proper instruments acknowledging 
satisfaction of and discharging this Indenture.  Such instruments shall be in form satisfactory for 
recording as a release of mortgage with the appropriate recording office.  Forthwith upon such 
execution and delivery the estate, right, title and interest of the Trustee in and to all securities, 
cash (except cash deposited pursuant to this Section) and other personal property held by it as 
part of the Mortgaged Property shall cease to be of further effect and the Trustee shall transfer, 
deliver and pay the same to the Company. 

Notwithstanding the satisfaction and discharge of this Indenture, the obligations of the 
Company to the Trustee under Section 7.06 shall survive. 

 Section 13.02. Funds Deposited for Payment of Bonds.  All moneys deposited with the 
Trustee pursuant to Section 13.01 shall be held in trust and shall be available for immediate 
payment, either directly or through any Paying Agent (including the Company acting as its own 
Paying Agent), to the holders of the particular Bonds for the payment or redemption of which 
such moneys have been deposited with the Trustee. 

 Section 13.03. Moneys Held by Paying Agent.  In connection with the satisfaction and 
discharge of this Indenture, all moneys then held by any Paying Agent under the provisions of 
this Indenture shall, upon demand of the Company, be paid to the Trustee and thereupon such 
Paying Agent shall be released from all further liability with respect to such moneys. 

 Section 13.04. Moneys Held by Trustee.  Any moneys deposited with any Paying Agent or 
the Trustee or then held by the Company in trust for the payment of the principal of (and 
premium, if any) or interest on any Bond that are not applied but remain unclaimed by the holder 
of such Bond for two years and six months after the date upon which the principal of (and 
premium, if any) or interest on such Bond shall have respectively become due and payable shall 
be repaid to the Company on Company Request, or (if then held by the Company) shall be 
discharged from such trust; and thereupon such Paying Agent and Trustee shall be released from 
all further liability with respect to such moneys, and the holder of such Bond entitled to receive 
such payment shall thereafter look only to the Company for the payment thereof; nevertheless, 
any such Paying Agent or the Trustee, before being required to make any such repayment, may 
at the expense of the Company either mail to each Bondholder affected, at the address shown in 
the Bond Register, or cause to be published once a week for two successive weeks (in each case 
on any regular business day) in an Authorized Newspaper a notice that such moneys have not 
been so applied and that after a date named therein any unclaimed balance of said moneys then 
remaining will be returned to the Company. 
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ARTICLE FOURTEEN 
APPLICATION, INVESTMENT AND WITHDRAWAL OF TRUST MONEYS  

 Section 14.01. “Trust Moneys” Defined.  All moneys received by the Trustee 

 (a) subject to the provisions of Section 11.03, upon the release of property 
from the lien of this Indenture, including the principal of all purchase money obligations, 
or 

 (b) subject to the provisions of Section 11.04, as compensation for, or 
proceeds of sale of, any part of the Mortgaged Property taken by eminent domain or 
purchased by, or sold pursuant to an order of, a governmental authority or otherwise 
disposed of, or 

 (c) subject to Section 11.07, as proceeds of insurance upon any part of the 
Mortgaged Property, or 

 (d) elsewhere in this Indenture provided to be held and applied under this 
Article, or required to be paid to the Trustee and whose disposition is not elsewhere 
herein otherwise specifically provided for, 

(all such moneys being herein sometimes called “Trust Moneys”), shall be held by the Trustee as 
a part of the Mortgaged Property and, upon any sale of the Mortgaged Property, or any part 
thereof, under Article Six, said Trust Moneys shall be applied in accordance with Section 6.05; 
but, before any such sale, all or any part of the Trust Moneys may be withdrawn, and shall be 
paid or applied by the Trustee, from time to time as provided, in Sections 14.02 through 14.05, 
inclusive and Section 14.08. 

 Section 14.02. Payment of Outstanding Bond.  Trust Moneys may be applied by the 
Trustee at any time and from time to time to the payment of the principal of Outstanding Bonds 
hereby secured, either at their stated maturity or upon redemption, as the Company shall 
determine and request in accordance with Article Twelve of this Indenture.   

If any Trust Moneys shall have been on deposit with the Trustee as either Condemnation 
Proceeds or Casualty Proceeds and pursuant to the provisions of Sections 11.04, 11.05, 11.06 or 
11.07, as applicable, shall be required to be used for the redemption of Bonds pursuant to this 
Section 14.02, the Trustee promptly after such requirement occurs, on a date determined by the 
Trustee in its discretion to be the earliest practical redemption date, shall apply such Trust 
Moneys subject to such requirement (the “Available Trust Moneys”) to the redemption of all 
Outstanding Bonds by prorating the Available Trust Moneys among the principal amount of 
Outstanding Bonds to determine the principal amount of each Bond to be redeemed (with such 
adjustments as are permitted in the discretion of the Trustee pursuant to the last two sentences of 
Section 12.02) and, notwithstanding any provision of any Bonds or this Indenture to the contrary, 
the redemption price of the Bonds so redeemed shall be the principal amount thereof plus interest 
accrued thereon to the date fixed for redemption, without premium, with the principal amount of 
each Bond so redeemed being applied on a pro rata basis to reduce all future principal payments 
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scheduled to be made on such Bond.  Notice of such redemption shall be given by the Company 
or by the Trustee in the name of the Company. 

Any Trust Moneys constituting Sale Proceeds not used for the purposes set forth in the 
last paragraph of Section 11.03 during the applicable two year period or three year period 
referred to therein, or other Trust Moneys aggregating in excess of $25,000 which the Trustee 
has held for a period of one year and are not subject to disposition under other provisions of the 
Indenture, the Company shall direct the Trustee to apply all such Trust Moneys pro rata to the 
redemption of Outstanding Bonds then subject to redemption at the optional redemption price 
then in effect, if any, and, upon the failure of the Company to give such direction, the Trustee 
shall apply such Trust Moneys pro rata to the redemption of Outstanding Bonds then subject to 
redemption and selected by it following the procedures established by Article Twelve of this 
Indenture at the then applicable redemption price for all such Bonds redeemed pursuant to this 
Section, or if no such price shall be specified then at the highest optional redemption price then 
applicable to such Bonds, provided, that no such redemption shall be permitted hereunder if at 
the time of such redemption and after giving effect thereto any Event of Default shall have 
occurred which shall then be continuing. 

 Section 14.03. Withdrawal of Insurance Proceeds.  To the extent that any Trust Moneys 
are proceeds of insurance upon any part of the Mortgaged Property, except as otherwise provided 
in Section 5.05 and Section 11.07, they may be withdrawn by the Company and shall be paid by 
the Trustee upon Company Order dated not more than ten days prior to the date of application 
for such proposed withdrawal, to reimburse the Company for expenditures made to repair, 
restore or replace the property destroyed or damaged, or directly in satisfaction of invoices 
submitted by the Company for such expenditures (“Direct Payment”) upon the receipt by the 
Trustee of the following: 

 (a) An Officers’ Certificate, dated not more than ten days before the date of 
application for the withdrawal and payment of such Trust Moneys, stating as follows: 

 (1) That expenditures have been made, or in the case of any Direct 
Payment, shall be made in a specified amount for the purpose of making certain 
repairs, restorations and replacements of the Mortgaged Property, which shall be 
briefly described, and stating the fair value thereof to the Company at the date of 
the acquisition thereof by the Company; except that it shall not be necessary 
under this Paragraph to state the fair value of any of such repairs, restorations or 
replacements that are separately described pursuant to Paragraph (4) of this 
Subsection and whose fair value is stated in the Independent Engineer’s 
Certificate under the following Subsection (b) of this Section. 

 (2) That no part of such expenditures, in any previous or then pending 
application, has been or is being made the basis for the withdrawal of any Trust 
Moneys pursuant to this Section. 

 (3) That there is no outstanding indebtedness known, after due inquiry, 
to the Company, for the purchase price or construction of such repairs, 
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restorations or replacements, or for labor, wages, materials or supplies in 
connection with the making thereof, that, if unpaid, might become the basis of a 
mechanics’, laborers’, materialmen’s, statutory or other similar lien, upon such 
repairs, restorations or replacements, or any part thereof, that might, in the 
opinion of the signers of such Certificate, materially impair the security afforded 
by said repairs, restorations or replacements. 

 (4) Whether any part of such repairs, restorations or replacements has, 
within six months before the date of acquisition thereof by the Company, been 
used or operated by others than the Company, in a business similar to that in 
which such property has been or is to be used or operated by the Company, and 
whether the fair value to the Company, at the date of such acquisition, of such 
part of such repairs, restorations or replacements is at least equal to the greater of 
$300,000 or 1% of the aggregate principal amount of Bonds at the time 
Outstanding; and, if all of such facts are present, such part of said repairs, 
restorations or replacements shall be separately described, and it shall be stated 
that an Independent Engineer’s Certificate as to the fair value to the Company of 
such separately described repairs, restorations or replacements will be furnished 
under the following Subsection (b) of this Section. 

 (5) That no Default or Event of Default exists hereunder. 

 (6) That no part of such Trust Moneys has been, or is required to be, 
set aside under Section 14.07. 

 (7) That all conditions precedent herein provided for relating to such 
withdrawal and payment have been complied with. 

 (b) In case any part of such repairs, restorations or replacements is separately 
described pursuant to the foregoing Paragraph (4) of Subsection (a) of this Section, an 
Independent Engineer’s Certificate stating the fair value to the Company, in such 
Engineer’s opinion, of such separately described repairs, restorations or replacements at 
the date of the acquisition thereof by the Company. 

Upon compliance with the foregoing provisions of this Section the Trustee shall pay on 
Company Order an amount of Trust Moneys of the character aforesaid equal to the amount of the 
expenditures stated in the Officers’ Certificate required by Paragraph (1) of Subsection (a) of this 
Section, or the fair value to the Company of such repairs, restorations and replacements stated in 
such Officers’ Certificate (and in such Independent Engineer’s Certificate, if required by 
Subsection (b) of this Section) whichever is less. 

 Section 14.04. Powers Exercisable Notwithstanding Event of Default.  In case Default or 
Event of Default shall have occurred and shall not have been cured, the Company, while in 
possession of the Mortgaged Property (other than cash, securities and other personal property 
held by, or required to be deposited or pledged with, the Trustee hereunder or with the trustee, 
mortgagee or other holder of a prior lien or Permitted Encumbrance), may do any of the things 
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enumerated in Sections 14.02 and 14.03, inclusive, if the Trustee in its discretion, or the holders 
of a majority in principal amount of the Bonds then Outstanding, by appropriate action of such 
Bondholders, shall consent to such action, in which event any Certificate filed under any of such 
Sections shall omit the statement to the effect that no Default or Event of Default has occurred.  
This Section shall not apply, however, during the continuance of an Event of Default of the type 
specified in Subsections (a), (b) or (c) of Section 6.01. 

 Section 14.05. Powers Exercisable by Trustee or Receiver.  In case the Mortgaged 
Property (other than cash, securities and other personal property held by, or required to be 
deposited or pledged with, the Trustee hereunder or with the trustee, mortgagee or other holder 
of a prior lien or Permitted Encumbrance) shall be in the possession of a receiver or trustee 
lawfully appointed, the powers hereinbefore in this Article conferred upon the Company with 
respect to the withdrawal or application of Trust Moneys may be exercised by such receiver or 
trustee (subject to Section 14.04), in which case a written request or order signed by such 
receiver or trustee shall be deemed the equivalent of any Board Resolution or Company Request 
or Order required by this Article, and a certificate signed by such receiver or trustee shall be 
deemed the equivalent of any Officers’ Certificate required by this Indenture.  If the Trustee shall 
be in possession of the Mortgaged Property under Section 6.03, such powers may be exercised 
by the Trustee in its discretion. 

 Section 14.06. Disposition of Bonds Retired.  All Bonds received by the Trustee and on the 
basis of which Trust Moneys are paid over or for whose payment or redemption Trust Moneys 
are applied under this Article shall be cancelled by the Trustee as provided in Article Twelve of 
this Indenture. 

 Section 14.07. Condemnation of All Mortgaged Property.  In the event that all or 
substantially all of the Mortgaged Property (other than any cash, securities and other personal 
property held by, or required to be deposited or pledged with, the Trustee hereunder or with the 
trustee, mortgagee or other holder of a prior lien or Permitted Encumbrance) shall be taken by 
eminent domain, the Company shall be deemed to have elected, and shall be entitled, by virtue of 
this Section, to redeem all the Bonds hereby secured of all series on a date determined by the 
Trustee in its discretion to be the earliest practical redemption date after receipt by the Trustee of 
all cash that the Trustee is entitled to receive on account of such taking and, notwithstanding any 
other provision of any Bonds or this Indenture to the contrary, the redemption price of Bonds 
redeemed under this Section shall be the principal amount thereof plus the unmatured interest 
accrued thereon to the date fixed for redemption, without premium.  Notice of such redemption 
shall be given by the Company or by the Trustee in the name of the Company.  If the cash so 
received by the Trustee, together with all other cash then held by the Trustee as a part of the 
Mortgaged Property, is not sufficient to pay the redemption price of all the Bonds hereby secured 
and to pay all amounts payable to the Trustee under this Indenture (including fees and expenses 
incurred and to be incurred by the Trustee in connection with such redemption), the Company 
will, after receipt by the Trustee of all cash that the Trustee is entitled to receive as aforesaid on 
account of such taking and within ten days after receipt of a written notice from the Trustee of 
any deficiency, deposit with the Trustee for such purpose cash in an amount sufficient to make 
up such deficiency.  To the extent that any or all such cash shall be required for the purpose of 
redeeming Bonds under this Section, the Trustee shall apply the same for such purpose, and the 
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balance, if any, after payment of all amounts payable to the Trustee, shall be paid upon Company 
Order. 

If the Company fails to deposit with the Trustee the cash necessary to make good such 
deficiency, the moneys received by the Trustee from such taking and all other cash then held by 
the Trustee as a part of the Mortgaged Property shall be set aside and thereafter no part of the 
cash so set aside may be withdrawn or paid over under Sections 14.02 to 14.05, inclusive, but 
shall be applicable only to the purposes specified in, and in accordance with, Section 6.05, as if 
all Outstanding Bonds were then due and payable. 

 Section 14.08. Investment of Trust Moneys.  Except where otherwise provided in the 
Indenture with respect to the Investment of Trust Moneys, all or any part of any Trust Moneys 
held by the Trustee hereunder (except such as may be held for account of any particular Bonds) 
shall from time to time at the written direction of the Company, signed by the Chief Financial 
Officer of the Company or the Director of Accounting of the Company, be invested or reinvested 
by the Trustee in any of the following: 

 (1) Investments in commercial paper maturing in 270 days or less from the 
date of issuance which, at the time of acquisition by the Company, is accorded the 
highest rating by S&P or Moody’s; 

 (2) Investments in United States Governmental Securities; provided that such 
obligations mature within three years from the date of acquisition thereof; 

 (3) Investments in certificates of deposit maturing within one year from the  
date of origin, issued by an Acceptable Bank; or 

 (4) any mutual fund or other fund which is operated in the United States 
which has substantially all of its Investments in the Investments described above in 
clauses (1) or (2) of this Section 14.08, including funds for which the Trustee and its 
affiliates provide investment advisory or other management services. 

The Trustee may act as principal or agent in the acquisition or disposition of such investments.  
Until one or more of the Events of Default specified in Section 6.01 shall happen and be 
continuing, any interest or return on such Investments (in excess of any accrued interest paid at 
the time of purchase) which may be received by the Trustee shall be forthwith paid to the 
Company.  Such Investments shall be held by the Trustee as a part of the trust estate, subject to 
the same provisions hereof as the cash used by it to purchase such Investments; but upon a like 
direction of the Company, the Trustee shall sell all or any designated part of the same and the 
proceeds of such sale shall be held by the Trustee subject to the same provisions hereof as the 
cash used by it to purchase the Investments so sold.  If under the provisions of this Indenture any 
Trust Moneys held by the Trustee and so invested or reinvested shall be required to be applied to 
the redemption of Bonds, the Trustee shall forthwith sell such Investments in an amount 
equivalent to the Trust Moneys so to be applied.  In case the net proceeds (exclusive of interest) 
realized upon any such sale shall amount to less than the amount invested by the Trustee in the 
purchase of the Investments so sold (after appropriate adjustment on account of any accrued 
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interest paid at the time of purchase), the Trustee shall within five days after such sale notify the 
Company in writing thereof and within five days thereafter the Company shall pay to the Trustee 
the amount of the difference between such purchase price and the amount so realized, and the 
amount so paid shall be held by the Trustee in like manner and subject to the same conditions as 
the proceeds realized upon such sale. 

Whenever application is made by the Company under any provision of this Indenture to 
withdraw all or any part of Trust Moneys deposited or held by the Trustee, the Company shall 
accept Investments held by the Trustee as a part of the Mortgaged Property pursuant to this 
Section 14.08 to the extent that such Investments shall be tendered to it by the Trustee in lieu of 
cash; and such Investments shall be accepted in lieu of such cash at the net cost thereof 
(exclusive of accrued interest) to the trust estate. 

The Trustee shall not be liable or responsible for any loss resulting from any Investment 
or reinvestment pursuant to this Section 14.08. 

 
ARTICLE FIFTEEN 
PLEDGED SHARES  

 Section 15.01. Pledged Shares Deposited with Trustee; Preferred Stock .  The Company 
represents and warrants that as of the Restatement Date the Company has deposited and pledged 
with the Trustee, together with appropriate instruments of assignment and transfer, all shares of 
Common Stock of each Subsidiary, excluding however, any shares of Common Stock of SICC, 
and the Company covenants that forthwith upon the acquisition of any shares of Common Stock 
of any Subsidiary or of any entity which will thereby become a Subsidiary, it will deposit and 
pledge with the Trustee, together with appropriate instruments of assignment and transfer, such 
shares, in each case, subject to no prior lien, so that all such shares shall become subject to the 
lien of the Indenture and constitute Mortgaged Property (as used herein, the term (i) “Pledged 
Shares” shall mean all such shares of stock so deposited and pledged with the Trustee and (ii) 
“Common Stock” of a Subsidiary shall mean the stock of such Subsidiary which is the Voting 
Stock.  The Company will not permit the issuance of any additional shares of Common Stock of 
any Subsidiary unless such shares upon issuance become Pledged Shares.  The Company may 
issue shares of preferred stock of a Subsidiary but only with the written consent of the holders of 
66 2/3% in aggregate principal amount of the Bonds then outstanding, which consent will not be 
unreasonably withheld; provided, that at all times the Pledged Shares of such Subsidiary shall be 
the Voting Stock. 

 Section 15.02. Dividends on Pledged Shares.  So long as an Event of Default shall not 
exist, the Company shall be entitled to receive and dispose of for its own use, free of 
accountability to the Trustee therefor, any dividends declared on the Pledged Shares of any 
Subsidiary declared and paid out of earnings, regardless of when such earnings accrued.  If any 
such dividends are received by the Trustee, they shall be promptly paid over to the Company.  
Any stock dividends declared or paid in respect of said Pledged Shares shall be paid to and held 
by the Trustee as additional Pledged Shares.  In the absence of notice to the contrary, the Trustee 
shall be entitled to presume that all cash dividends have been declared out of earnings. 
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If an Event of Default shall exist, all dividends declared on Pledged Shares shall be 
collected and held by the Trustee for application in accordance with Section 6.05; provided, that 
if all Events of Default shall be cured or waived, the Trustee shall deliver to the Company all 
such dividends so collected by the Trustee. 

 Section 15.03. Voting of Pledged Shares.  So long as an Event of Default shall not exist, 
the Company may vote, in its discretion, all of the Pledged Shares of any Subsidiary and exercise 
any and all rights pertaining to the ownership of said Pledged Shares.  The Trustee shall have the 
right to cause the Pledged Shares of any Subsidiary to be transferred of record into its name or 
the name of its nominee upon the occurrence of an Event of Default.  When an Event of Default 
shall not exist, the Company shall have the right to vote and give consent to all matters not 
contrary to the covenants herein or elsewhere contained in this Indenture, with the same force 
and effect as though the Pledged Shares were not subject to this Indenture; and from time to 
time, upon the request of the Company, the Trustee shall forthwith make and deliver to the 
Company, or to its nominee or nominees, suitable powers of attorney or proxies to vote the 
Pledged Shares of any Subsidiary which shall have been transferred to the Trustee, or its 
nominee, or to give consents in respect thereof. 

If an Event of Default shall exist, the Trustee may in its discretion, and if requested in 
writing by the holders of twenty-five percent (25%) or more in principal amount of the Bonds 
then Outstanding, shall thereafter vote such Pledged Shares in its discretion or as it may be 
requested in writing by the holders of a majority in principal amount of the Bonds then 
Outstanding; provided, that if all Events of Default shall be cured or waived, the right of the 
Company to vote and give consents which respect to the Pledged Shares, and the duty of the 
Trustee to execute powers of attorney and proxies as hereinabove provided, shall revive and 
continue and the Trustee shall immediately transfer or cause the transfer to the record name of 
the Company any Pledged Shares of a Subsidiary that are in the record name of the Trustee or its 
nominee. 

 Section 15.04. Principal and Other Payment. In the event any cash shall be received by the 
Trustee in partial or complete liquidation of any Subsidiary, it shall be held and applied pursuant 
to the provisions of Article Fourteen.  Any property, other than cash, distributed in partial or 
complete liquidation of any Subsidiary shall be delivered by the Trustee to the Company if no 
Event of Default then exists and such property shall constitute Mortgaged Property subject to the 
lien of the Indenture. 

ARTICLE SIXTEEN 
MISCELLANEOUS PROVISIONS 

 Section 16.01. Successors and Assigns.  All the covenants and agreements in this Indenture 
contained by or in behalf of the Company shall bind its successors and assigns, whether so 
expressed or not. 

 Section 16.02. Service of Notices to the Company and the Trustee.  Any notice or demand 
that by any provision of this Indenture is required or permitted to be given or served by the 
Trustee or by any Bondholder shall be sufficiently given if delivered personally or mailed, first-
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class postage prepaid as follows:  (i) if to the Company, to Park Water Company, 9750 
Washburn Road, Downey, California  90241,  Attention: Chief Financial Officer, or at such other 
address as the Company may furnish the Trustee in writing and (ii) if to the Trustee, to BNY 
Western Trust Company, 700 South Flower Street, Suite 500, Los Angeles, CA 90017-4104, 
Attention:  Corporate Trust, or such other address as the Trustee may furnish the Company in 
writing. 

 Section 16.03. California Law Applicable.  This Indenture sha ll be governed by and 
construed in accordance with the laws of the State of California. 

 Section 16.04. Immunity of Incorporators, Stockholders, Directors, and Officers.  No 
recourse shall be had for the payment of the principal of or the interest on any Bond or for any 
claim based on this Indenture or any indenture supplemental thereto, against any incorporator, 
stockholder, director or officer, past, present or future, of the Company or of any predecessor or 
successor corporation, either directly or through the Company, or any such predecessor or 
successor corporation, whether by virtue of any constitution, statute or rule of law, or by the 
enforcement of any assessment or penalty, or otherwise, all such liability being waived and 
released as a condition of and as consideration for the execution of this Indenture and the issue of 
the Bonds, and being likewise waived and released by the terms of the Bonds. 

 Section 16.05. Certificates to Trustee.  Upon any application or demand by the Company 
to the Trustee to take any action under any of the provisions of this Indenture, the Company shall 
furnish to the Trustee an Officers’ Certificate stating that all conditions precedent provided for in 
this Indenture relating to the proposed action have been complied with except that in the case of 
any such application or demand as to which the furnishing of such documents is specifically 
required by any provision of this Indenture relating to such particular application or demand, no 
additional certificate or opinion need be furnished. 

Each certificate provided for in this Indenture including certificates of any Engineer or 
Appraiser, and delivered to the Trustee with respect to compliance with a condition or covenant 
in this Indenture shall include:  (1) a statement that each individual making such certificate or 
opinion has read such covenant or condition; (2) a brief statement as to the nature and scope of 
the examination or investigation upon which the statements or opinions contained in such 
certificate or opinion are based; (3) a statement that, in the opinion of such individual, he has 
made such examination or investigation as is reasonably necessary to enable him to express an 
informed opinion whether such covenant or condition has been complied with; and (4) a 
statement whether such condition or covenant has been complied with. 

 Section 16.06. Counterparts.  This Indenture may be executed in any number of 
counterparts, each of which shall be an original; but such counterparts shall together constitute 
but one and the same instrument. 

 Section 16.07. Effect of Headings and Table of Contents.  The Article, Section and 
Subsection headings contained in this Indenture and the Table of Contents are for convenience 
only and shall not be deemed to affect the meaning or construction of any of the provisions 
hereof. 
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 Section 16.08. Acceptance of Trust by Trustee.  The Trustee hereby accepts the trusts in 
this Indenture declared and provided, upon the terms and conditions hereinabove set forth. 

 Section 16.09. Separability of Indenture Provisions.  In case any one or more of the 
provisions contained in this Indenture or in the Bonds shall for any reason be invalid, illegal or 
unenforceable in any respect, the validity, legality and enforceability of the remaining provisions 
hereof and thereof shall not in any way be affected or impaired. 

 Section 16.10. Continued Effectiveness.  The Indenture as supplemented and amended by 
this Eighth Supplemental Indenture shall remain in full force and effect. 

PART TWO 
AMENDMENT OF PRIOR SUPPLEMENTAL 
INDENTURES FOR OUTSTANDING BONDS 

ARTICLE ONE 
SECOND SUPPLEMENTAL INDENTURE 

DATED AS OF FEBRUARY 1, 1988 

 Section 1.01. Amendments to Second Supplemental Indenture.  As a result of the Restated 
Indenture set forth in the Eighth Supplemental Indenture, the following references in the Second  
Supplemental Indenture are corrected as follows: 

 (a) The mandatory sinking fund in Section 3 shall continue to apply to the 
10.96% Series Bonds due 2012 as set forth but (i) the introductory language of Section 3 
is changed to read “The Mandatory Sinking Fund for the 10.96% Series Bonds due 2012 
is as follows:” and (ii) the requirement that the Company deposit sinking fund payments 
with the Trustee one month prior to the due date is changed to one day prior to the due 
date. 

 (b) The optional redemption provisions set forth in Section 4 shall continue to 
apply to the 10.96% Series Bonds due 2012 as set forth but the introductory language of 
Section 4 is changed to read “The optional redemption provisions for the 10.96% Series 
Bonds due 2012 are as follows:”. 

 (c) The reference in the Bond form in the third paragraph on page 3 thereof to 
“Article X” is changed to “Article Nine”. 

ARTICLE TWO  
THIRD SUPPLEMENTAL INDENTURE DATED AS OF JANUARY 15, 1991 

 Section 1.01. Amendments to Third Supplemental Indenture.  As a result of the Restated 
Indenture set forth in the Eighth Supplemental Indenture, the following references in the Third 
Supplemental Indenture are corrected to read as follows: 
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 (a) The mandatory sinking fund provisions set forth in Section 3 shall 
continue to apply to the 10.70% Series Bonds due 2016 as set forth but (i) the 
introductory language of Section 3 is changed to read “The Mandatory Sinking Fund for 
the Bonds of the 10.70% Series due 2016 is as follows:”. 

 (b) The optional redemption provisions set forth in Section 4 shall continue to 
apply to the 10.70% Series Bonds due 2016 as set forth, but the introductory language of 
Section 4 is changed to read “The optional redemption provisions for the 10.70% Series 
Bonds due 2016 are as follows:”. 

 (c) The reference in the Bond form in the third paragraph on page 4 thereof to 
“Article X” is changed to “Article Nine”. 

ARTICLE THREE  
FIFTH SUPPLEMENTAL INDENTURE DATED AS OF MAY 20, 1993 

 Section 1.01. Amendments to Fifth Supplemental Indenture.  As a result of the Restated 
Indenture set forth in the Eighth Supplemental Indenture, the following references in the Fifth 
Supplemental Indenture are corrected to read as follows: 

 (a) The mandatory sinking fund provisions set forth in Section 2 of Article I 
shall continue to apply to the 8.18% Series Bonds due 2014 as set forth but (i) the 
introductory language of Section 2 is changed to read “The Mandatory Sinking Fund for 
the Bonds of the 8.18% Series due 2014 is as follows:”. 

 (b) The optional redemption provisions set forth in Section 3 of Article I shall 
continue to apply to the 8.18% Series Bonds due 2014 as set forth, but the introductory 
language of Section 3 is changed to read “The optional redemption provisions for the 
8.18% Series Bonds due 2014 is as follows:”. 

 (c) The reference in the Bond form in the third paragraph thereof to 
“Article X” is changed to “Article Nine”. 

ARTICLE FOUR  
SIXTH SUPPLEMENTAL INDENTURE DATED AS OF AUGUST 29, 1995 

 Section 1.01. Amendments to Sixth Supplemental Indenture.  As a result of the Restated 
Indenture set forth in the Eighth Supplemental Indenture, the following references in the Sixth 
Supplemental Indenture are corrected to read as follows: 

 (a) The optional redemption provisions set forth in Section 2 of Article I shall 
continue to apply to the 7.59% Series Bonds due 2025 as set forth, but the introductory 
language of Section 2 is changed to read “The optional redemption provisions for the 
7.59% Series Bonds due 2025 are as follows:”. 
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 (b) The reference in the Bond form in the third paragraph thereof to 
“Article X” is changed to “Article Nine”. 

 (c) Section 1 of Article II containing an amendment to the Indenture to take 
place in the future is hereby deleted. 

ARTICLE FIVE 
SEVENTH SUPPLEMENTAL INDENTURE DATED AS OF JUNE 1, 2000 

 Section 1.01. Amendments to Seventh Supplemental Indenture.  As a result of the 
Restated Indenture set forth in the Eighth Supplemental Indenture, the following references in 
the Seventh Supplemental Indenture are corrected to read as follows: 

 (a) The reference in the Bond form in the third paragraph on page 7 thereof to 
“Article X” is changed to “Article Nine”. 
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EXHIBIT A 
(to Eighth Supplemental Indenture) 

 [FORM OF BOND] 

PARK WATER COMPANY 
 

First Mortgage Bond 
___% Series due _____________ 

No. ____ $______________ 

PARK WATER COMPANY, a California corporation (hereinafter called the Company), 
hereby promises to pay to 
 
 

or registered assigns, on 
the sum of 

 
DOLLARS ($___________) 

in coin or in currency of the United States of America that at the time of payment is legal tender 
for the payment of public and private debts, and to pay to the registered owner hereof interest 
thereon from the date hereof, at the rate of ______ per cent (___%) per annum (computed on the 
basis of a 360-day year of twelve consecutive 30-day months), in like coin or currency, payable 
[insert frequency] on [insert payment dates] in each year, commencing on _________, ______, 
until the principal hereof shall be paid; provided that this Bond shall bear interest on any overdue 
principal, premium, if any, and on overdue interest (to the extent permitted by law) at a rate 
[insert overdue rate].  Payments of principal, premium and interest are to be made at the principal 
office of the Trustee in Los Angeles, California; provided, that principal, premium and interest 
may be paid as otherwise provided by an agreement between the Company and the registered 
holder which is permitted by the Indenture (as hereinafter defined). 

This Bond is one of an authorized issue of Bonds of the Company known as its First 
Mortgage Bonds, not limited in aggregate principal amount except as provided in the Indenture 
hereinafter mentioned, all issued and to be issued in one or more series under and equally and 
ratably secured (except as any sinking, amortization, improvement, renewal or other analogous  
fund, established in accordance with the provisions of the Indenture hereinafter referred to, may 
afford additional security for the Bonds of any particular series) by an Indenture dated as of 
November 1, 1973 (the “Original Indenture”), duly executed and delivered by the Company to 
Security Pacific National Bank  and D.R. McEachren, as trustees, both of whom have been 
succeeded by BNY Western Trust Company as sole trustee (the “Trustee”) to which Indenture 
and all indentures supplemental thereto (collectively, the “Indenture”) reference is hereby made 
for a description of the property mortgaged and pledged, the nature and extent of the security, the 
terms and conditions upon which the Bonds are and are to be secured and the rights of the 
holders or registered owners thereof and of the Trustee in respect of such security.  As provided 
in the Indenture, such Bonds may be issued in series, for various principal sums, may bear 
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different dates and mature at different times, may bear interest at different rates and may 
otherwise vary as in the Indenture provided or permitted. 

This Bond is one of the bonds described in the Indenture and designated therein as the 
First Mortgage Bonds, ___% Series _______ due _______________________ (hereinafter 
referred to as the Series ______ Bonds).  [The Series __ Bonds are entitled to the benefits of, and 
are subject to redemption by operation of, the sinking fund for the Series __ Bonds (hereinafter 
called the Sinking Fund) provided for in the Indenture and pursuant to which the Company is 
obligated to retire on ________________ of each year, beginning _______________, 20__, 
$____________ aggregate principal amount of Series Bonds at 100% of the principal amount 
thereof, plus accrued interest. 

Subject to the provisions of the Indenture, all Series __________ Bonds (other than those 
redeemed for the Sinking Fund above referred to) are subject to redemption at the option of the 
Company, as a whole or in part at any time or from time to time [on or after ______________, 
20___] at the following price: 
 
 
 
 

together in any case with interest accrued thereon to the date of redemption [prohibitions, if any, 
on refunding].  If this Bond is called for redemption and payment duly provided, this Bond shall 
cease to bear interest from and after the date fixed for such redemption. 

As provided in the Indenture, (a) if and to the extent authorized by the consent (evidenced 
as provided in Article Nine of the Indenture) of the holders of not less than 66-2/3% in aggregate 
principal amount of all Bonds then Outstanding that are adversely affected thereby, such changes 
in, additions to or eliminations from the Indenture as such holders and the Company may deem 
necessary or advisable may be made by supplemental indenture; provided that no such change 
shall be made without the consent of the holder of each Outstanding Bond that is adversely 
affected that would (i) extend the stated maturity of the principal of, or any installment of interest 
on, any Bond, or (ii) reduce the principal amount thereof or the interest thereon or any premium 
payable upon the redemption thereof, or (iii) extend the time or reduce the amount of any sinking 
fund payment in respect thereof, or (iv) reduce the percentage of the principal amount of Bonds 
the consent of the holders of which is required for the authorization of any such change, addition 
or elimination, or (v) modify certain other provisions of the Indenture, and (b) if and to the extent 
authorized by the consent of the holders of at least a majority in aggregate principal amount of 
the Bonds then Outstanding, compliance with certain covenants and conditions of the Indenture 
may be waived. 

In case an Event of Default (as defined in the Indenture) shall occur and be continuing, 
the principal of all the Bonds outstanding may be declared and may become due and payable in 
the manner and with the effect provided in the Indenture. 
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This Bond is a registered Bond without coupons and is transferable by the registered 
holder thereof in person or by the duly authorized attorney of such holder on the Bond Register 
to be kept for the purpose at the principal office of the Trustee as Bond Registrar and transfer 
agent for the Bonds, in Los Angeles, California.  Upon surrender of this Bond accompanied by 
written instruments of transfer in form approved by the Trustee, duly executed by the registered 
holder in person or by such attorney, and upon cancellation hereof, one or more new Bonds of 
the same series and maturity, in authorized denominations, in an aggregate principal amount 
equal to the principal amount remaining unpaid upon this Bond, shall be issued to the transferee 
in exchange herefor, as provided in the Indenture.  The Company and the Trustee may deem and 
treat the person in whose name this Bond is registered on the Bond Register as the absolute 
owner hereof (whether or not this Bond shall be overdue) for the purpose of receiving payment 
hereon, and on account hereof and for all other purposes. 

No recourse shall be had for the payment of the principal of or interest on this Bond, or in 
respect of this Bond or the Indenture, against any incorporator, stockholder, officer or director, as 
such, past, present or future, of the Company or of any predecessor or successor corporation, 
either directly or through the Company, by virtue of any constitution, statute or rule of law or by 
enforcement of any assessment or penalty or otherwise, any and all such liability of 
incorporators, stockholders, officers and directors being released by the holder hereof by the 
acceptance of this Bond and being likewise waived and released by the terms of the Indenture. 

This Bond shall not be valid or become obligatory for any purpose until the certificate 
endorsed hereon shall be signed by the Trustee under the Indenture. 
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IN WITNESS WHEREOF, PARK WATER COMPANY has caused these presents to be signed in 
its name by its President or a Vice President and attested by its Secretary or an Assistant 
Secretary. 

Dated: 
 

PARK WATER COMPANY 
 
 
By ____________________________________  

 [Vice] President 
 
ATTEST: 
 
_________________________________ 
 [Assistant] Secretary 
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[TRUSTEE’S CERTIFICATE TO BE ENDORSED ON ALL BONDS] 

TRUSTEE’S CERTIFICATE OF AUTHENTICATION 
 

This Bond is one of the Bonds of the series designated herein, described in the within-
mentioned Indenture. 
 

BNY WESTERN TRUST COMPANY, as Trustee 
 
 
By ____________________________________  

Authorized Signatory 
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EXHIBIT B 
(to Eighth Supplemental Indenture) 

PARK WATER COMPANY 
 

 
AVAILABLE INCOME CERTIFICATE 

The undersigned officers of Park Water Company (the “Company”) hereby certify to 
BNY Western Trust Company, as Trustee under the Company’s Trust Indenture dated as of 
November 1, 1973 (the Original Indenture, as supplemented and amended, is hereinafter referred 
to as the “Indenture”), that each of the undersigned (i) has reviewed Subsection (c) of 
Section 4.01 of the Indenture, (ii) has examined the books of account of the Company and made 
inquiries of officers of the Company directly responsible for maintaining such account, (iii) is of 
the opinion that such examination is sufficient to enable him to make this certificate, and (iv) is 
of the opinion that the requirements of Subsection (c) of such Section 4.01 have been complied 
with, as is reflected in the following computation, which is true and correct as of the date hereof: 
 

1. 
 

The Company’s Net Income (as defined in Section 1.02 
of the Indenture) for the twelve consecutive months 
ended _______________, 20____ 
 

 
 
$__________ 
 

2. 
 

Adjustment, if any, from (i) an Acquired System or 
(ii) the annualization of increase or decrease in gross 
revenues attributable to higher or lower rates in effect 
for less than the above twelve month period less related 
annualized expenses and charges 
 

 
 
 
 
$__________ 
 

3. 
 

Net Income (as adjusted) $__________ 

4. 
 

The Company’s Interest Charges for the 12-month 
period referred to in line 1 above (to the extent included 
in computing Net Income) 
 

 
 
 
$___________ 
 

5. 
 

The Federal and state taxes on income only after 
deduction of Interest Charges for the 12-month period 
referred to in line 1 above (to the extent in computing 
Net Income) 
 

 
 
 
$___________ 
 

 Then determine Income Available for Interest Charges by adding 
lines 3, 4 and 5 above to produce line 6: 
 

 

6. 
 

Income Available for Interest Charges 
 

$___________ 
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7. 
 

The interest requirements on Bonds outstanding under 
the Indenture for the 12-month period immediately 
succeeding the date hereof after giving effect to any 
Bonds to be retired from the proceeds of the Additional 
Bonds now applied for 
 

 
 
 
 
 
$___________ 
 

8. 
 

The interest requirements for all other Debt of the 
Company [and its Subsidiaries] for the 12-month period 
immediately succeeding the date hereof 
 

 
$___________ 
 

 Then determine Pro Forma  Bond Interest Charges to be covered 
by adding lines 7 and 8 above to produce line 9: 
 

 

9. 
 

Pro Forma Bond Interest Charges 
 

$___________ 
 

10. 
 

The multiple which the amount on line 6 is of the 
amount on line 9 
 

 
$___________ 
 

11. 
 

The multiple on line 10 must exceed the Pro Forma 
Interest Charges Applicable Ratio which is 
 

 
$___________ 
 

The undersigned further certify that the terms used herein that are defined in the 
Indenture are used herein as defined therein. 
 
Dated:______________________ 
 
 
 

 ____________________________________ 
President [or Vice President] 

 
 
 

 ____________________________________ 
Treasurer [or other appropriate officer] 
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 Exhibit C 
(to Eighth Supplemental Indenture) 

PARK WATER COMPANY 
 

 
CAPITALIZATION CERTIFICATE 

The undersigned officers of Park Water Company (the “Company”) hereby certify to 
BNY Western Trust company, as Trustee under the Company’s Trust Indenture dated as of 
November 1, 1973 (the Original Indenture, as so supplemented and amended, is hereinafter 
referred to as the “Indenture”), that each of the undersigned (i) has reviewed Subsection (d) of 
Section 4.01 of the Indenture, (ii) has examined the books of account of the Company and made 
inquiries of officers or employees of the Company directly responsible for maintaining such 
account, (iii) is of the opinion that such examination is sufficient to enable him to make this 
certificate, and (iv) is of the opinion that the requirements of Subsection (d) of such Section 4.01 
have been complied with, as is reflected in the following computation, which is true and correct 
as of the date hereof: 
 
 1. The aggregate principal amount of Outstanding Bonds 

under the Indenture is as follows: 
 
 Bonds Principal Amount 
 
 
 
 
 
                                                                              Total 
 

 
 
 
 
 
 
 
 
 
$__________ 
 

 2. The aggregate principal amount of other Consolidated Debt 
of the Company is as follows: 
 
 Consolidated Debt Principal Amount 
 
 
 
 
 
                                                                              Total 
 

 
 
 
 
 
 
 
 
 
$__________ 
 

 3. The Additional Bonds for which this Certificate is being 
made are described as ________________________, in an 
aggregate principal amount of  

 
 
$__________ 
 

 4. Total of the amounts stated in lines 1, 2 and 3 above: $__________ 
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 5. Less:  the principal amount of Outstanding Bonds or other  
Consolidated Debt, if any, paid with proceeds from the sale 
of the Additional Bonds: 
 

 
 
$__________ 
 

 6. Consolidated Debt (determined by subtracting line 5 from 
line 4): 

 
$__________ 
 

 7. Stockholders Equity of the Company $__________ 
 

 8. Consolidated Total Capitalization (determined by adding 
lines 6 and 7) 

 
$__________ 
 

 9. Consolidated Total Capitalization Applicable Percentage 
(50% if prior to the Percentage Adjustment Date and 55% 
thereafter) 
 

 
 

_______% 

10. Consolidated Total Capitalization Applicable Percentage of 
Consolidated Total Capitalization (determined by 
multiplying lines 8 and 9) 
 

 

 11. After giving effect to the issuance of the Additional Bonds 
applied for, the aggregate amount of Consolidated Debt 
outstanding (line 6) is less than the Consolidated Total 
Capitalization Applicable Percentage (line 9) by the 
following amount: 

 
 
 
$__________ 
 

The undersigned further certify that the terms used herein that are defined in the 
Indenture are used herein as defined therein. 
 
Dated:______________________ 
 
 
 

 ____________________________________ 
President [or Vice President] 

 
 
 

 ____________________________________ 
Treasurer [or other appropriate officer] 
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10th Supplemental Indenture.doc 
1617356 

Recording Requested by and when 
Recorded return to: 

Fulbright & Jaworski L.L.P. 
555 South Flower Street 
Forty-First Floor 
Los Angeles, California  90071 
Attention:  David A. Ebershoff 

TENTH SUPPLEMENTAL INDENTURE 

PARK WATER COMPANY 

TO 

THE BANK OF NEW YORK TRUST COMPANY, N.A. 

as Trustee 

Dated as of January 27, 2006 
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THIS TENTH SUPPLEMENTAL INDENTURE (hereinafter sometimes called the “Tenth
Supplemental Indenture”) dated as of January 27, 2006, by and between PARK WATER

COMPANY, a California corporation (the “Company”) and THE BANK OF NEW YORK TRUST

COMPANY, N.A., a national banking association, as trustee (the “Trustee”). 

W I T N E S S E T H: 

WHEREAS, the Company executed and delivered to Security Pacific National Bank and 
D.R. McEachren, as trustees, its Indenture dated as of November 1, 1973 (hereinafter sometimes 
referred to as the “Original Indenture”) and has executed and delivered to such trustees or 
successor trustees the following supplemental indentures thereto:  (a) a First Supplemental 
Indenture dated as of September 12, 1979, (b) a Second Supplemental Indenture dated as of 
February 1, 1988, (c) a Third Supplemental Indenture dated as of January 15, 1991, (d) a Fourth 
Supplemental Indenture dated as of March 11, 1993, (e) a Fifth Supplemental Indenture dated as 
of May 20, 1993, (f) a Sixth Supplemental Indenture dated as of August 29, 1995, (g) a Seventh 
Supplemental Indenture dated as of June 1, 2000, (h) an Eighth Supplemental Indenture dated as 
of May 1, 2002 and (i) a Ninth Supplemental Indenture dated as of May 15, 2002 (which 
Original Indenture and any and all supplemental indentures thereto (including this Tenth 
Supplemental Indenture) being sometimes collectively referred to as the “Indenture”) for the 
purpose of securing bonds of the Company to be issued in series from time to time in the manner 
and subject to the conditions set forth in the Indenture (“Bonds”); and 

WHEREAS, The Bank of New York Trust Company, N.A. is the successor trustee under 
the Indenture (hereinafter the “Trustee”) to BNY Western Trust Company which was successor 
to Harris Trust Company of California which was the successor to Bank of America National 
Trust and Savings Association which succeeded Security Pacific National Bank and 
D.R. McEachren as the original trustees thereunder; and 

WHEREAS, there are presently issued and outstanding under the Indenture the following 
Bonds in the following principal amounts and with the maturity dates indicated:   

(i) $1,510,700 aggregate principal amount of the Company’s 10.96% Series 
Bonds due November 1, 2012; 

(ii) $8,000,000 aggregate principal amount of the Company’s 8.18% Series 
Bonds due May 20, 2014; 

(iii) $3,145,453 aggregate principal amount of the Company’s 10.70% 
Series Bonds due January 15, 2016; 

(iv) $10,000,000 aggregate principal amount of the Company’s 7.59% Series 
Bonds due August 31, 2025;  

(v) $7,000,000 aggregate principal amount of the Company’s 8.82% Series 
Bonds due June 1, 2020; and 
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(vi) $10,000,000 aggregate principal amount of the Company’s 7.32% Series 
Bonds due May 1, 2014; and 

WHEREAS, Section 2.06 of Article I of the Indenture provides that the Company may 
issue additional principal amounts of Bonds as may be authorized by supplemental indentures 
executed by the Company and the Trustee for such purpose, which Bonds are to be secured by 
the lien of the Indenture; and 

WHEREAS, the Company now desires to authorize the issuance of additional Bonds which 
are to be secured by the lien of the Indenture by entering into this Tenth Supplemental Indenture; 
and 

WHEREAS, the Board of Directors of the Company has duly authorized the execution and 
delivery of this Tenth Supplemental Indenture, and the amendment and supplement of the 
Indenture as herein provided; and 

WHEREAS, the Company desires that the additional Bonds authorized by this Tenth 
Supplemental Indenture be registered Bonds of the 5.99% Series due January 27, 2036 (the 
“5.99% Series Bonds”) in the aggregate principal amount of Fifteen Million Dollars 
($15,000,000), and that the form of such Bonds, the form of the Trustee’s Certificate to be 
endorsed on such Bonds and the form of endorsement for registration of such Bonds are to be 
substantially as set forth in Schedule A to this Tenth Supplemental Indenture, subject to such 
insertions, omissions and variations as are required or permitted by the Indenture; 

WHEREAS, the Company has determined that the execution, acknowledgment and 
delivery of this Tenth Supplemental Indenture has been in all respects duly authorized and all 
acts and things necessary to make said 5.99% Series Bonds, when executed by the Company and 
authenticated by the Trustee, valid, legal and binding obligations of the Company and entitled in 
all respects to the security of the Indenture, have been done and performed, or prior to the issue 
of said 5.99% Series Bonds will be done and performed; 

NOW, THEREFORE, in consideration of the foregoing premises and other good and 
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties 
hereto agree as follows: 

ARTICLE ONE 
SERIES 5.99% BONDS 

Section 1. There is hereby created a series of Bonds to be issued hereunder which will 
be entitled or known as “First Mortgage Bonds 5.99% Series due January 27, 2036”.  All of said 
Bonds shall be dated the date of issue, except as otherwise provided in Section 2.08 of Article 
Two of the Indenture.  Bonds shall be in denominations which are multiples of $1,000.  Said 
Bonds shall bear interest at the rate of five and ninety-nine hundredths percent (5.99%) per 
annum payable semiannually at the office of the Trustee in the City of Los Angeles, California 
(or, if there be a successor to said Trustee, at its principal office) or directly to the registered 
bondholders pursuant to Section 5.01 of Article Five of the Indenture on the twenty seventh day 
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of January and July of each year, shall mature January 27, 2036, and shall be redeemable as 
hereinafter provided, provided, however, that the Bonds shall bear interest on any overdue 
principal, premium, if any, and on overdue interest (to the extent permitted by law) at a rate of 
7.99%.  The Series 5.99% Bonds and the Trustee’s Certificate shall be substantially in the tenor 
of the form set forth in Schedule A hereto. 

Section 2. The Series 5.99% Bonds shall be redeemable at the option of the Company 
in whole but not in part at any time, upon the notice and in the manner provided in 
Article Twelve of the Indenture (except that the publication of the notice therein provided for 
may be dispensed with if the written notice therein required shall be given to all registered 
owners), upon the payment of the principal amount of the Series 5.99% Bonds to be redeemed 
and interest thereon to the redemption date plus a premium equal to the “Make-Whole Amount” 
determined two business days prior to the date of such redemption: 

“Make Whole Amount” shall mean the excess, if any, of (a) the aggregate present value 
as of the date of such redemption of each dollar of principal being redeemed and the amount of 
interest (exclusive of interest accrued to the date of redemption) that would have been payable in 
respect of such dollar if such redemption had not been made, determined by discounting such 
amounts at the “Reinvestment Rate” from the respective dates on which they would have been 
payable, over (b) 100% of the principal amount of the 5.99% Series Bonds being so redeemed. 
If the Reinvestment Rate is equal to or higher than 5.99%, the Make-Whole Amount shall be 
zero. 

“Reinvestment Rate” shall mean (1) the sum of .5% plus the yield reported on page 
“USD” of the Bloomberg Financial Markets Services Screen (or, if not available, any other 
nationally recognized trading screen reporting on-line intraday trading in the United States 
Government Securities) at 11:00 A.M. (Pacific time) for the United States Government 
Securities having a maturity (rounded to the nearest month) corresponding to the remaining 
“Weighted Average Life to Maturity” of the principal being redeemed, or (2) if no nationally 
recognized trading screen reporting on-line intraday trading in the United States Government 
Securities is available, Reinvestment Rate shall mean the sum of .5% plus the arithmetic mean of 
the yields for the two columns under the heading “Week Ending” published in the “Statistical 
Release” under the caption “Treasury Constant Maturities” for the maturity (rounded to the 
nearest month) corresponding to the Weighted Average Life to Maturity of the principal being 
redeemed.  If no maturity exactly corresponds to such Weighted Average Life to Maturity, yields 
for the two published maturities most closely corresponding to such Weighted Average Life to 
Maturity shall be calculated pursuant to the immediately preceding sentence and the 
Reinvestment Rate shall be interpolated or extrapolated from such yields on a straight-line basis, 
rounding in each of such relevant periods to the nearest month.  For purposes of calculating the 
Reinvestment Rate, the most recent Statistical Release published prior to the date of 
determination of the premium hereunder shall be used. 

“Statistical Release” shall mean the then most recently published statistical release 
designated “H.15(519)” or any successor publication which is published weekly by the Federal 
Reserve System and which establishes yields on actively traded U.S. Government Securities 
adjusted to constant maturities or, if such statistical release is not published at the time of any 
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determination hereunder, then such other reasonably comparable index which shall be designated 
by the holders of 66-2/3% in aggregate principal amount of the outstanding 5.99% Series Bonds. 

“Weighted Average Life to Maturity” of the principal amount of the 5.99% Series Bonds 
being redeemed shall mean, as of the time of any determination thereof, the number of years 
obtained by dividing the then “Remaining Dollar-Years” of such principal by the aggregate 
amount of such principal.  The term “Remaining Dollar-Years” of such principal shall mean the 
sum of the products obtained by multiplying (i) the remainder of (A) the amount of principal that 
would have become due on each scheduled payment date if such redemption had not been made, 
less (B) the amount of principal of the 5.99% Series Bonds scheduled to become due on such 
date after giving effect to such redemption, by (ii) the number of years (calculated to the nearest 
one-twelfth) which will elapse between the date of determination and such scheduled payment 
date. 

Section 3. As provided therein, the entire unpaid principal balance of the 5.99% Series 
Bonds shall be due and payable on the stated maturity date hereof. 

Section 4. Series 5.99% Bonds shall be subject to transfer by the registered holder in 
person or by attorney duly authorized, on the books of the Company kept for that purpose at the 
office of the Trustee under the Indenture upon surrender of the 5.99% Bonds, and a new Bond or 
Bonds of the same series and maturity date and for the same aggregate principal amount will be 
issued to the transferee in exchange therefor. 

Section 5. As to all 5.99% Bonds, the person in whose name the same shall be 
registered shall be deemed and regarded as the owner thereof for all purposes of the Indenture 
and payment of or on account of the principal and interest of any such Bond shall be made only 
to or upon the order in writing of such registered holder.  All such payments shall be valid and 
effectual to satisfy and discharge the liability upon such Bonds to the extent of the sum or sums 
so paid.  As and when deposits are made by the Company with the Trustee for the payment of 
interest on or of the principal of any 5.99% Bond, the Trustee shall, on the due date of such 
interest or principal, pay the same to the person entitled thereto by its check mailed to such 
person at his address as shown by the records of the Trustee, except as otherwise provided in an 
agreement between the Company and the registered holder which is permitted by the Indenture. 

Section 6. All of said Series 5.99% Bonds shall be secured by said Indenture and shall 
be subject to all of the terms and conditions thereof, as specifically set forth therein. 

ARTICLE TWO 

Except to the extent hereby amended, the Indenture is in all respects hereby ratified, 
confirmed and approved by the Company. 
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ARTICLE THREE 

In case any one or more of the provisions of this Tenth Supplemental Indenture shall for 
any reason be held to be illegal or invalid, such illegality or invalidity shall not affect any other 
provision of this Tenth Supplemental Indenture, but this Tenth Supplemental Indenture shall be 
construed and enforced as if such illegal or invalid provision or provisions had not been 
contained herein. 

ARTICLE FOUR 

This Tenth Supplemental Indenture may be simultaneously executed in any number of 
counterparts, each of which is and shall be taken, accepted and received by the parties hereto and 
by all other persons as an original and all thereof shall constitute one and the same agreement. 
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SCHEDULE A 
(to Tenth Supplemental Indenture) 

[FORM OF BOND] 

PARK WATER COMPANY 

First Mortgage Bond 
5.99% Series due January 17, 2036 

No. R-__ $______________ 

PARK WATER COMPANY, a California corporation (hereinafter called the “Company”), 
hereby promises to pay to 

_______________________________ 
or registered assigns, on 

the sum of 

________________________________ DOLLARS ($___________) 

in coin or in currency of the United States of America that at the time of payment is legal tender 
for the payment of public and private debts, and to pay to the registered owner hereof interest 
thereon from the date hereof, at the rate of five and ninety-nine hundredths percent (5.99%) per 
annum (computed on the basis of a 360-day year of twelve consecutive 30-day months), in like 
coin or currency, payable semiannually on January 27 and July 27 in each year, commencing on 
July 27, 2006, until the principal hereof shall be paid; provided that this Bond shall bear interest 
on any overdue principal, premium, if any, and on overdue interest (to the extent permitted by 
law) at a rate of 7.99%.  Payments of principal, premium and interest are to be made at the 
principal office of the Trustee (as hereinafter defined) in Los Angeles, California; provided, that 
principal, premium and interest may be paid as otherwise provided by an agreement between the 
Company and the registered holder which is permitted by the Indenture (as hereinafter defined). 

This Bond is one of an authorized issue of Bonds of the Company known as its First 
Mortgage Bonds, not limited in aggregate principal amount except as provided in the Indenture 
hereinafter mentioned, all issued and to be issued in one or more series under and equally and 
ratably secured (except as any sinking, amortization, improvement, renewal or other analogous 
fund, established in accordance with the provisions of the Indenture hereinafter referred to, may 
afford additional security for the Bonds of any particular series) by an Indenture dated as of 
November 1, 1973 (the “Original Indenture”), duly executed and delivered by the Company to 
Security Pacific National Bank  and D.R. McEachren, as trustees, both of whom have been 
succeeded by The Bank of New York Trust Company, N.A. as sole trustee (the “Trustee”) to 
which Indenture and all indentures supplemental thereto (collectively, the “Indenture”) 
reference is hereby made for a description of the property mortgaged and pledged, the nature and 
extent of the security, the terms and conditions upon which the Bonds are and are to be secured 
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and the rights of the holders or registered owners thereof and of the Trustee in respect of such 
security.  As provided in the Indenture, such Bonds may be issued in series, for various principal 
sums, may bear different dates and mature at different times, may bear interest at different rates 
and may otherwise vary as in the Indenture provided or permitted. 

This Bond is one of the bonds described in the Indenture and designated therein as the 
First Mortgage Bonds, 5.99% Series due January 27, 2036 (hereinafter referred to as the Series 
5.99% Bonds).  The entire unpaid principal balance of the Series 5.99% Bonds shall be due and 
payable on January 27, 2036. 

Subject to the provisions of the Indenture, all Series 5.99% Bonds are subject to 
redemption at the option of the Company, as a whole, but not in part, at any time or from time to 
time upon payment of (a) the principal amount thereof, (b) accrued interest thereon to the date of 
redemption and (c) a premium, if any, equal to the “Make-Whole Amount”, determined as of two 
business days prior to the date of such redemption. 

“Make-Whole Amount” shall mean the excess, if any, of (a) the aggregate present value 
as of the date of such redemption of each dollar of principal being redeemed and the amount of 
interest (exclusive of interest accrued to the date of redemption) that would have been payable in 
respect of such dollar if such redemption had not been made, determined by discounting such 
amounts at the “Reinvestment Rate” from the respective dates on which they would have been 
payable, over (b) 100% of the principal amount of the 5.99% Series Bonds being so redeemed. 
If the Reinvestment Rate is equal to or higher than 5.99%, the Make-Whole Amount shall be 
zero. 

“Reinvestment Rate” shall mean (1) the sum of .5% plus the yield reported on page 
“USD” of the Bloomberg Financial Markets Services Screen (or, if not available, any other 
nationally recognized trading screen reporting on-line intraday trading in the United States 
Government Securities) at 11:00 A.M. (Pacific time) for the United States Government 
Securities having a maturity (rounded to the nearest month) corresponding to the remaining 
“Weighted Average Life to Maturity” of the principal being redeemed, or (2) if no nationally 
recognized trading screen reporting on-line intraday trading in the United States Government 
Securities is available, Reinvestment Rate shall mean the sum of .5% plus the arithmetic mean of 
the yields for the two columns under the heading “Week Ending” published in the “Statistical 
Release” under the caption “Treasury Constant Maturities” for the maturity (rounded to the 
nearest month) corresponding to the Weighted Average Life to Maturity of the principal being 
redeemed.  If no maturity exactly corresponds to such Weighted Average Life to Maturity, yields 
for the two published maturities most closely corresponding to such Weighted Average Life to 
Maturity shall be calculated pursuant to the immediately preceding sentence and the 
Reinvestment Rate shall be interpolated or extrapolated from such yields on a straight-line basis, 
rounding in each of such relevant periods to the nearest month.  For purposes of calculating the 
Reinvestment Rate, the most recent Statistical Release published prior to the date of 
determination of the premium hereunder shall be used. 

“Statistical Release” shall mean the then most recently published statistical release 
designated “H.15(519)” or any successor publication which is published weekly by the Federal 
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Reserve System and which establishes yields on actively traded U.S. Government Securities 
adjusted to constant maturities or, if such statistical release is not published at the time of any 
determination hereunder, then such other reasonably comparable index which shall be designated 
by the holders of 66-2/3% in aggregate principal amount of the outstanding 5.99% Series Bonds. 

“Weighted Average Life to Maturity” of the principal amount of the 5.99% Series Bonds 
being redeemed shall mean, as of the time of any determination thereof, the number of years 
obtained by dividing the then “Remaining Dollar-Years” of such principal by the aggregate 
amount of such principal.  The term “Remaining Dollar-Years” of such principal shall mean the 
sum of the products obtained by multiplying (i) the remainder of (A) the amount of principal that 
would have become due on each scheduled payment date if such redemption had not been made, 
less (B) the amount of principal of the 5.99% Series Bonds scheduled to become due on such 
date after giving effect to such redemption, by (ii) the number of years (calculated to the nearest 
one-twelfth) which will elapse between the date of determination and such scheduled payment 
date. 

If this Bond is called for redemption and payment duly provided, this Bond shall cease to 
bear interest from and after the date fixed for such redemption. 

This Bond may be redeemed from certain condemnation and casualty proceeds in 
accordance with the Indenture.   

As provided in the Indenture, (a) if and to the extent authorized by the consent (evidenced 
as provided in Article Nine of the Indenture) of the holders of not less than 66-2/3% in aggregate 
principal amount of all Bonds then Outstanding that are adversely affected thereby, such changes 
in, additions to or eliminations from the Indenture as such holders and the Company may deem 
necessary or advisable may be made by supplemental indenture; provided that no such change 
shall be made without the consent of the holder of each Outstanding Bond that is adversely 
affected that would (i) extend the stated maturity of the principal of, or any installment of interest 
on, any Bond, or (ii) reduce the principal amount thereof or the interest thereon or any premium 
payable upon the redemption thereof, or (iii) extend the time or reduce the amount of any sinking 
fund payment in respect thereof, or (iv) reduce the percentage of the principal amount of Bonds 
the consent of the holders of which is required for the authorization of any such change, addition 
or elimination, or (v) modify certain other provisions of the Indenture, and (b) if and to the extent 
authorized by the consent of the holders of at least a majority in aggregate principal amount of 
the Bonds then Outstanding, compliance with certain covenants and conditions of the Indenture 
may be waived. 

In case an Event of Default (as defined in the Indenture) shall occur and be continuing, 
the principal of all the Bonds outstanding may be declared and may become due and payable in 
the manner and with the effect provided in the Indenture. 

This Bond is a registered Bond without coupons and is transferable by the registered 
holder thereof in person or by the duly authorized attorney of such holder on the Bond Register 
to be kept for the purpose at the principal office of the Trustee as Bond Registrar and transfer 
agent for the Bonds, in Los Angeles, California.  Upon surrender of this Bond accompanied by 
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written instruments of transfer in form approved by the Trustee, duly executed by the registered 
holder in person or by such attorney, and upon cancellation hereof, one or more new Bonds of 
the same series and maturity, in authorized denominations, in an aggregate principal amount 
equal to the principal amount remaining unpaid upon this Bond, shall be issued to the transferee 
in exchange herefor, as provided in the Indenture.  The Company and the Trustee may deem and 
treat the person in whose name this Bond is registered on the Bond Register as the absolute 
owner hereof (whether or not this Bond shall be overdue) for the purpose of receiving payment 
hereon, and on account hereof and for all other purposes. 

No recourse shall be had for the payment of the principal of or interest on this Bond, or in 
respect of this Bond or the Indenture, against any incorporator, stockholder, officer or director, as 
such, past, present or future, of the Company or of any predecessor or successor corporation, 
either directly or through the Company, by virtue of any constitution, statute or rule of law or by 
enforcement of any assessment or penalty or otherwise, any and all such liability of 
incorporators, stockholders, officers and directors being released by the holder hereof by the 
acceptance of this Bond and being likewise waived and released by the terms of the Indenture. 

This Bond shall not be valid or become obligatory for any purpose until the certificate 
endorsed hereon shall be signed by the Trustee under the Indenture. 

IN WITNESS WHEREOF, PARK WATER COMPANY has caused these presents to be signed in 
its name by its President or a Vice President and attested by its Secretary or an Assistant 
Secretary. 

Dated:  _____________, 2006 

PARK WATER COMPANY 

By  ____________________________________ 
[Vice] President 

ATTEST: 

_________________________________ 
[Assistant] Secretary 
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[TRUSTEE’S CERTIFICATE TO BE ENDORSED ON ALL BONDS] 

TRUSTEE’S CERTIFICATE OF AUTHENTICATION 

This Bond is one of the Bonds of the series designated herein, described in the within-
mentioned Indenture. 

Dated:  _____________, 2006 

THE BANK OF NEW YORK TRUST COMPANY,
N.A., as Trustee 

By  ____________________________________ 
Authorized Signatory 
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INFORMATION RELATING TO PURCHASERS 

NAME AND ADDRESS 
OF PURCHASERS 

PRINCIPAL AMOUNT 
OF BONDS TO BE 

PURCHASED 

PACIFIC LIFE INSURANCE COMPANY 
700 Newport Center Drive 
Newport Beach, California  92660-6397 
Attention:  Securities Department 
Fax Number:  

$5,000,000 
$5,000,000 
$1,000,000 
$1,000,000 

Payments 

All payments on or in respect of the Notes to be by bank wire transfer of Federal or other 
immediately available funds (identifying each payment as “Park Water Co., 5.99% First 
Mortgage Bonds, due 2036, PPN * AK 0, principal, premium or interest”) to:

Mellon Trust of New England 
ABA #
DDA 
Attention:  MBS Income CC:  
A/C Name:  
Regarding:  Security Description and PPN 

Notices 

All notices and communications to be addressed as first provided above, except notices with 
respect to payments and written confirmation of each such payment, to be addressed: 

Mellon Trust 
Attention:  Pacific Life Accounting Team 
Three Mellon Bank Center 
AIM #
Pittsburgh, Pennsylvania  15259 
Fax Number:  

and 

Pacific Life Insurance Company 
Attention:  Securities Administration – Cash Team 
700 Newport Center Drive 
Newport Beach, California  92660-6397 
Fax Number:  
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Name of Nominee in which Bonds are to be issued:  Mac & Co. 

General Taxpayer I.D. Number:  
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NAME AND ADDRESS 
OF PURCHASERS 

PRINCIPAL AMOUNT 
OF BONDS TO BE 

PURCHASED 

PACIFIC LIFE & ANNUITY COMPANY 
700 Newport Center Drive 
Newport Beach, California  92660-6397 
Attention:  Securities Department 
Fax Number:  (949) 219-5406 

$1,000,000 
$1,000,000 
$1,000,000 

Payments 

All payments on or in respect of the Notes to be by bank wire transfer of Federal or other 
immediately available funds (identifying each payment as “Park Water Co., 5.99% First 
Mortgage Bonds, due 2036, PPN  AK 0, principal, premium or interest”) to: 

Mellon Trust of New England 
ABA #
DDA 
Attention:  MBS Income CC:  
A/C Name:  
Regarding:  Security Description and PPN 

Notices 

All notices and communications to be addressed as first provided above, except notices with 
respect to payments and written confirmation of each such payment, to be addressed: 

Mellon Trust 
Attention:  Pacific Life Accounting Team 
Three Mellon Bank Center 
AIM #
Pittsburgh, Pennsylvania  15259 
Fax Number:  

and 

Pacific Life Insurance Company 
Attention:  Securities Administration – Cash Team 
700 Newport Center Drive 
Newport Beach, California  92660-6397 
Fax:  

Name of Nominee in which Bonds are to be issued:  Mac & Co. 

General Taxpayer I.D. Number:  
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THIS THIRTEENTH SUPPLEMENTAL INDENTURE (hereinafter sometimes called the 
"Thirteenth Supplemental Indenture ") dated as of June 4, 2013, by and between PARK WATER 

COMPANY, a California corporation (the "Company") and THE BANK OF NEW YORK MELLON 

TRUST COMPANY, N.A., a national banking association, as trustee (the "Trustee"). 

WITNESSETH." 

WHEREAS, the Company executed and delivered to Security Pacific National Bank and 
D.1L McEachren, as trustees, its Indenture dated as of November 1, 1973 (hereinafter sometimes 
referred to as the "Original Indenture") and has executed and delivered to such trustees or 
successor trustees the following supplemental indentures thereto: (a) a First Supplemental 
Indenture dated as of September 12, 1979, (b)a Second Supplemental Indenture dated as of 
February 1, 1988, (c) a Third Supplemental Indenture dated as of January 15, 1991, (d) a Fourth 
Supplemental Indenture dated as of March 1 l, 1993, (e) a Fifth Supplemental Indenture dated as 
of May 20, 1993, (f) a Sixth Supplemental Indenture dated as of August 29, 1995, (g) a Seventh 
Supplemental Indenture dated as of June l, 2000, (h) an Eighth Supplemental Indenture dated as 
of May 1, 2002, which restated in its entirety the Original Indenture and all amendments and 
supplements thereto prior to such Eighth Supplemental Indenture, (i)a Ninth Supplemental 
Indenture dated as of May 15, 2002, (j) a Tenth Supplemental Indenture dated as of January 27, 
2006, (k)an Eleventh Supplemental Indenture dated as of October 6, 2008 and (l)a Twelfth 
Supplemental Indenture dated as of October 6, 2008 (which Original Indenture and any and all 
supplemental indentures thereto, including this Thirteenth Supplemental Indenture, being 
sometimes collectively referred to as the "Indenture") for the purpose of securing bonds of the 
Company to be issued in series from time to time in the manner and subject to the conditions set 
forth in the Indenture ("’Bonds "); and 

WHEREAS, The Bank of New York Mellon Trust Company, N.A. is the successor trustee 
under the Indenture (hereinafter the "Trustee") to the Bank of New York Trust Company, N.A., 
which was the successor to BNY Western Trust Company which was the successor to Harris 
Trust Company of California which was the successor to Bank of America National Trust and 
Savings Association which succeeded Security Pacific National Bank and D.R. McEachren as 
the original ~stees thereunder; and 

WHEREAS, there are presently issued and outstanding under the Indenture the following 
Bonds in the following principal amounts and with the maturity dates indicated: 

(i) $10,000,000 in aggregate principal amount of the Company’s 7.56% 
Series Bonds due October 6, 2033; 

(ii) $I0,000,000 in aggregate principal amount of the Company’s 7.59% 
Series Bonds due August 31, 2025; 

(iii) $7,000,000 in aggregate principal amount of the Company’s 8.82% Series 
Bonds due June 1, 2020; 
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(iv) $15,000,000 in aggregate principal amount of the Company’s 5.99% 
Series Bonds due January 27, 2036; and 

(v) $10,000,000 in aggregate principal amount of the Company’s 7.65% 
Series Bonds due October 6, 2038. 

WHEREAS, Section 2.06 of Article Two of the Indenture provides that the Company may 
issue additional principal amounts of Bonds as may be authorized by supplemental indentures 
executed by the Company and the Trustee for such purpose, which Bonds are to be secured by 
the lien of the Indenture; and 

WHEREAS, the Company now desires to authorize the issuance of additional Bonds which 
are to be secured by the lien of the Indenture by entering into this Thirteenth Supplemental 

Indenture; and 

WHEREAS, the Board of Directors of the Company has duly authorized the execution and 
delivery of this Thirteenth Supplemental Indenture, and the amendment and supplement of the 
Indenture as herein provided; and 

WHEREAS, the Company desires that the additional Bonds authorized by this Thirteenth 
Supplemental Indenture be registered Bonds of the 4.53% Series due June 4, 2043 (the "’4.53% 

Series Bonds") in the aggregate principal amount of Fifteen Million Dollars ($15,000,000), and 

that the form of such Bonds, the form of the Trustee’s Certificate to be endorsed on such Bonds 
and the form of endorsement for registration of such Bonds are to be substantially as set forth in 
Schedule A to this Thirteenth Supplemental Indenture, subject to such insertions, omissions and 

variations as are required or permitted by the Indenture; 

WHEREAS, the Company has determined that the execution, acknowledgment and 
delivery of this Thirteenth Supplemental Indenture has been in all respects duly authorized and 
all acts and things necessary to make said 4.53% Series Bonds, when executed by the Company 
and authenticated by the Trustee, valid, legal and binding obligations of the Company and 
entitled in all respects to the security of the Indenture, have been done and performed, or prior to 
the issue of said 4.53% Series Bonds will be done and performed; 

NOW, THEREFORE, in consideration of the foregoing premises and other good and 
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties 
hereto agree as follows:             ~ 

ARTICLE ONE 

4.53% SEP.JES BONDS 

Section 1. There is hereby created a series of Bonds to be issued hereunder which will 
be entitled or known as "First Mortgage Bonds 4.53% Series due June 4, 2043". All of said 

Bonds shall be dated the date of issue, except as otherwise provided in Section 2.08 of Article 
Two of the Indenture. Bonds shall be in denominations which are multiples of $1,000. Said 

Bonds shall bear interest at the rate of four and fifty-three percent (4.53%) per annum payable 
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semiannually at the office of the Trustee in the City of Los Angeles, California (or, if there be a 
successor to said Trustee, at its principal office) or dir~tly to the registered bondholders 
pursuant to Section 5.01 of Article Five of the Indenture on the 4th day of June and December of 
each year, shall mature June 4, 2043, and shall be redeemable as hereinafter provided, provided, 
however, that the 4.53% Series Bonds shall bear interest on any overdue principal, premium, if 
any, and on overdue interest (to the extent permitted by law) at a rate of 6.53%. The 4.53% 
Series Bonds and the Trustee’s Certificate shall be substantially in the tenor of the form set forth 
in Schedule A hereto. 

Section 2. The 4.53% Series Bonds shall be redeemable at the option of the Company 
in whole but not in part at any time, upon the notice and in the manner provided in 
Article Twelve of the Indenture (except that the publication of the notice therein provided for 
may be dispensed with if the written notice therein required shall be given to all registered 
owners), upon the payment of the principal amount of the 4.53% Series Bonds to be redeemed 
and interest thereon to the redemption date plus a premium equal to the "Make-Whole Amount" 
determined two business days prior to the date of such redemption: 

"’Make-Whole .4mount" shall mean the excess, if any, of (a) the aggregate present value 
as of the date of such redemption of each dollar of principal being redeemed and the amount of 
interest (exclusive of interest accrued to the date of redemption) that would have been payable in 
respect of such dollar if such redemption had not been made, determined by discounting such 
amounts at the "Reinvestrnent Rate" from the respective dates on which they would have been 
payable, over (b) 100% of the principal amount of the 4.53% seres Bonds being so redeemed. 
If the Reinvestment Rate is equal to or higher than 4.53%, the Make-Whole Amount shall be 
zero. 

"Reinvestment Rate" shall mean (1) the sum of 0.5% plus the yield reported on page 
"USD" of the Bloomberg Financial Markets Services Screen (or, if not available, any other 
nationally recognized trading screen reporting on-line intraday trading in the United States 
Government Securities) at 11:00 A.M. (Pacific time) for the United States Government 
Securities having a maturity (rounded to the nearest month) corresponding to the remaining 
"Weighted Average Life to Maturity" of the principal being redeemed, or (2) if no nationally 
recognized trading screen reporting on-line intraday trading in the United States Government 
Securities is available, Reinvestment Rate shall mean the sum of 0.5% plus the arithmetic mean 
of the yields for the two columns under the heading "Week Ending" published in the "Statistical 
Release" under the caption "Treasury Constant Maturities" for the maturity (rounded to the 
nearest month) corresponding to the Weighted Average Life to Maturity of the principal being 
redeemed. If no maturity exactly corresponds to such Weighted Average Life to Maturity, yields 
for the two published maturities most closely corresponding to such Weighted Average Life to 
Maturity shall be calculated pursuant to the immediately preceding sentence and the 
Reinvestment Rate shall be interpolated or extrapolated from such yields on a straight-line basis, 
rounding in each of such relevant periods to the nearest month. For purposes of calculating the 
Reinvestment Rate, the most recent Statistical Release published prior to the date of 
determination of the premium hereunder shall be used. 
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"Statistical Release" shall mean the then most recently published statistical release 
designated "H.15(519)" or any successor publication which is published weekly by the Federal 
Reserve System and which establishes yields on actively traded U.S. Government Securities 
adjusted to constant maturities or, if such statistical release is not published at the time of any 
determination hereunder, then such other reasonably comparable index which shall be designated 
by the holders of 66-2/3% in aggregate principal amount of the outstanding 4.53% Series Bonds. 

"Weighted Average Life to Maturity" of the principal amount of the 4.53% Series Bonds 
being redeemed shall mean, as of the time of any determination thereof, the number of years 
obtained by dividing the then "Remaining Dollar-Years" of such principal by the aggregate 
amount of such principal. The term "Remaining Dollar-Years" of such principal shall mean the 
sum of the products obtained by multiplying (i) the remainder of (A) the amount of principal that 
would have become due on each scheduled payment date if such redemption had not been made, 
less (B)the amount of principal of the 4.53% Series Bonds scheduled to become due on such 
date after giving effect to such redemption, by (ii) the number of years (calculated to the nearest 
one-twelfth) which will elapse between the date of determination and such scheduled payment 
date. 

Section 3. As provided therein, the entire unpaid principal balance of the 4.53% Series 
Bonds shall be due and payable on the stated maturity date hereof. Notwithstanding anything in 
this Thirteenth Supplemental Indenture or the 4.53% Series Bonds to the contrary, any payment 
of principal, interest, Make-Whole Amount, or any other amount under any 4.53% Series Bond 
that is due on a date other than a Business Day shall be made on the next succeeding Business 
Day without including the additional days elapsed in the computation of the interest payable on 
any such payment on such next succeeding Business Day. "Business Day" shall mean any day 
other than a Saturday, a Sunday, or a day on which commercial banks in California are required 
or authorized to be closed. 

Section 4. 4.53% Series Bonds shall be subject to transfer by the registered holder in 
person or by attorney duly authorized, on the books of the Company kept for that purpose at the 
office of the Trustee under the Indenture upon surrender of the 4.53% Series Bonds, and a new 
Bond or Bonds of the same series and maturity date and for the same aggregate principal amount 
will be issued to the transferee in exchange therefor. 

Section 5. As to all 4.53% Series Bonds, the person in whose name the same shall be 
registered shall be deemed and regarded as the owner thereof for all purposes of the Indenture 
and payment of or on account of the principal and interest of any such 4.53% Series Bond shall 
be made only to or upon the order in writing of such registered holder. All such payments shall 
be valid and effectual to satisfy and discharge the liability upon such Bonds to the extent of the 
sum or sums so paid. As and when deposits are made by the Company with the Trustee for the 
payment of interest on or of the principal of any 4.53% Series Bond, the Trustee shall, on the due 
date of such interest or principal, pay the same to the person entitled thereto by electronic wire or 
by its cheek mailed to such person at his address as shown by the records of the Trustee. 

Section 6. All of said 4.53% Series Bonds shall be secured by the Indenture and shall 
be subject to all of the terms and conditions thereof, as specifically set forth therein. 
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Section 7. 

below: 

Article One, Section 1.02 of the Indenture is hereby amended as set forth 

"Consolidated Total Capitalization Applicable Percentage" shall mean 65%. 

Section 8. The Trustee shall not be responsible for any calculations to be made herein. 

ARTICLE Two 

Except to the extent hereby amended, the Indenture is in all respects hereby ratified, 
confirmed and approved by the Company. 

ARTICLE THREE 

In case any one or more of the provisions of this Thirteenth Supplemental Indenture shall 
for any reason be held to be illegal or invalid, such illegality or invalidity shall not affect any 
other provision of this Thirteenth Supplemental Indenture, and this Thirteenth Supplemental 
Indenture shall be construed and enforced as if such illegal or invalid provision or provisions had 
not been contained herein. 

ARTICLE FOUR 

This Thirteenth Supplemental Indenture may be simultaneously executed in any number 
of counterparts, each of which is and shall be taken, accepted and received by the parties hereto 
and by all other persons as an original and all thereof shall constitute one and the same 
agreement. 

-5- 
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IN WITNESS WHEREOF, Park Water Company has caused this Thirteenth Supplemental 
Indenture to be executed in its corporate name by its President or a Vice President and by a 
Secretary or an Assistant Secretary tbr and on its behalf and The Bank of New York Mellon 
Trust Company, N.A. has caused this Thirteenth Supplemental Indenture to be executed in its 
corporate name by one of its authorized officers, all as of the date first above v,~itten. 

PARK WATER COMPANY, a California 
corporation 

By: 

By:
Title: 

THE BANK OF NEW YORK MELLON TRUST 
COMPANY, N.A. a national banking 

association, as Trustee 

By: 
Title: Authorized Signatory 

-6- 
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CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT 

who proved to me on the basis of satisfactory 
evidence to be the person(s) whose name(s)J~are 

subscribed to the ~,ithin instrument and acknowledged 
to me that 4,~8h~/they executed the same in 
.h~/bel"/their authorized capacity(ies), and that by 
.t~l~r!their signature(s) on the instrument the 
person(s), or the entity upon behalf of which the 

.~,,.~.~ ~j" " ’%~ person(s) acted, executed the instrument. 

~t~ Commission # 1885192 
:~~ I~tary Public -California ~, I certify under PENALTY OF PERJURY under the 

~~ 
I.o, t~,g,|~s Co~,~ 

~ 
laws of the State of California that the foregoing 

.~Ex~!~ paragraph is true andic~rrect. 

Signature: 

Though the ,nformation below is not required by law, it may prove valuable to pers~zF~.~, the documen, 
and could 

Description of Attached 

Title or Type of Documer 

Document Date: 

Signer(s) Other Than Named Above: 

Capacity(ies) Claimed by Signer(s) 

Signer’s Name: 

~ Corporate Officer ~ Title(s): 

~ Individual 

~. Partner ~ [TI Limited ~ General Top of thumb here 

~ Attorney in Fact 

C] Trustee 

C] Guardian or Conservator 

~ Other: 

Signer Is Representing: 

of this form to another document. 

Number of Pages: 

Signer’s Name: 

t-i Corporate Officer -- Title(s): 

li Individual 

i-i Partner ~ iiiiiii Limited [._-.i General 

’-i Attorney in Fact 

!..ii~ Trustee 

i~; Guardian or Conservator 

!Other: 

Signer Is Representing: 

Top of lhumb here 

©200~ Na, tiOr~ Not~l~ ASsOc~atiol~ ¯ 9350 De Solo Ave., PoO. Box 240~ 
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IN W1TNESS WHEREOF, Park Water Company has caused this Thirteenfla Supplemental 
Indenture to be executed in its corporate name by its President or a Vice President and by a 

Secretary or an Assistant Secretary tbr and on its behalf and The Bank of New York Mellon 

Trust Company, N.A. has caused this Thirteenth Supplemental Indenture to be executed in its 
corporate name by one of its authorized officers, all as of the date first above written. 

PARK WATER COMPANY, a California 
corporation 

By: 
Title: 

By: 
Title: 

TH E BANK OF NEW YORK MELLON TRUST 
COMPANY, N.A., a national banking 

association, as Trustee 

By: 

 

 

 
 
 

 

6- 
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ALL PURPOSE ACKNOWLEDGMENT 

On ~rA,~ ~.~, ~0~_~ before me, k~.~’~,~,~ ~.~ N~-~-~’-~/ t~;(--" 
personally aptpeared 

who proved to me on the basis of satisfactory evidence to be the person~/) whose name(~(~subseribed to the 

within instrument and acknowledged to me that .h~/they executed the same in.4tis~their authorized 

capacit3~eieg), and that by-his~the, ir signature~/) on the instrument the person(~�~, or the entity upon behalf of 
which the person� acted, executed the instrument. 

I certified under PENALTY OF PERJURY under the laws of the State of California that the foregoing paragraph is 

true and correct. 

WITNESS my hand and official seal. 
Notary Public - California 

(NOTAKY 

SEAL) 

ATTENTION NOTARY: Although the information requested below is OPTIONAL, it could 

prevent fraudulent attachment of this certificate to another 

document. 

THIS CERTIFICATE MUST BE ATTACHED TO Title of Document Type 

THE DOCUMENT DESCRIBED AT RIGHT. Number of Pages __ Date of Doeument 

Signer(s) Other Than Named Above 

-8- 
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[FORM OF BOND] 

PAR~ WATER COMPANY 

First Mortgage Bond 

4.53% Sedes due June 4, 2043 

No. R- 

CUSIP 70090* AN4 

$ 

PARK WATER COMPANY, a California corporation (hereinafter called the "Company"), 
hereby promises to pay to 

or registered assigns, on June 4, 2043 
the sum of 

DOLLARS ($ 

in coin or in currency of the United States of America that at the time of payment is legal tender 
for the payment of public and private debts, and to pay to the registered owner hereof interest 
thereon from the date hereof, at the rate of four and fifty-three hundredths percent (4.53%) per 
annum (computed on the basis of a 360-day year of twelve consecutive 30-day months), in like 
coin or currency, payable semiannually on June 4 and December 4, in each year, commencing on 

December 4, 2013, until the principal hereof shall be paid; provided that this Bond shall bear 
interest on any overdue principal, premium, if any, and on overdue interest (to the extent 
permitted by law) at a rate of 6.53%. Payments of principal, premium and interest are to be 
made at the principal office of the Trustee (as hereinafter defined) in Los Angeles, California; 
provided, that principal, premium and interest may be paid as otherwise provided by an 
agreement between the Company and the registered holder which is permitted by the Indenture 
(as hereinat~er clef’reed). 

This Bond is one of an authorized issue of Bonds of the Company known as its First 
Mortgage Bonds, not limited in aggregate principal amount except as provided in the Indenture 
hereinaRer defined, all issued and to be issued in one or more series under and equally and 
ratably secured (except as any sinking, amortization, improvement, renewal or other analogous 
fund, established in accordance with the provisions of that Indenture, may afford additional 
security for the Bonds of any particular series) by an Indenture dated as of November 1, 1973 
(the "Original Indenture"), duly executed and delivered by the Company to Security Pacific 
National Bank and D.R. MeEaehren, as trustees, both of whom have been succeeded by The 
Bank of New York Mellon Trust Company, N.A. as sole trustee (the "Trustee") to whieh 

SCHEDULE A 

(to Thirteenth Supplemental Indenture) 
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Indenture and all supplemental indentures thereto including the Thirteenth Supplemental 
Indenture dated as of June 4, 2013 (the "Thirteenth Supplement ") (collectively, the "Indenture") 
reference is hereby made for a description of the property mortgaged and pledged, the nature and 

extent of the security, the terms and conditions upon which the Bonds are ,and are to be secured 
and the fights of the holders or registered owners thereof and of the Trustee in respect of such 
security. As provided in the Indenture, such Bonds may be issued in series, for various principal 
sums, may bear different dates and mature at different times, may bear interest at different rates 
and may otherwise vary as in the Indenture provided or permitted. 

This Bond is one of the bonds described in the Indenture and designated therein as the 
First Mortgage Bonds, 4.53% Seres due June 4, 2043 (hereinafter referred to as the 4.53% 
Series Bonds). The entire unpaid principal balance of the 4.53% Seres Bonds shall be due and 
payable on June 4, 2043. 

Subject to the provisions of the Indenture, all 4.53% Series Bonds are subject to 
redemption at the option of the Company, as a whole, but not in part, at any time or from time to 
time upon payment of (a) the principal amount thereof, (b) accrued interest thereon to the date of 
redemption and (c) a premium, if any, equal to the "Make-Whole Amount", determined as of two 
business days prior to the date of such redemption. 

"Make-Whole Amount" shall mean the excess, if any, of (a) the aggregate present value 
as of the date of such redemption of each dollar of principal being redeemed and the amount of 
interest (exclusive of interest accrued to the date of redemption) that would have been payable in 
respect of such dollar if such redemption had not been made, determined by discounting such 
amounts at the "Reinvestment Rate" from the respective dates on which they would have been 
payable, over (b) 100% of the principal amount of the 4.53% Series Bonds being so redeemed. 
If the Reinvestment Rate is equal to or higher than 4.53%, the Make-Whole Amount shall be 
zero. 

"Reinvestment Rate" shall mean (1)the sum of 0.5% plus the yield reported on page 
"USD" of the Bloomberg Financial Markets Services Screen (or, if not available, any other 
nationally recognized trading screen reporting on-line intraday trading in the United States 
Government Securities) at I I:00A.M. (Pacific time) for the United States Government 
Securities having a maturity (rounded to the nearest month) corresponding to the remaining 
"Weighted Average Life to Maturity" of the principal being redeemed, or (2)if no nationally 
recognized trading screen reporting on-line intraday trading in the United States Government 
Securities is available, Reinvestment Rate shall mean the sum of 0.5% plus the arithmetic mean 
of the yields for the two columns under the heading "Week Ending" published in the "Statistical 
Release" under the caption "Treasury Constant Maturities" for the maturity (rounded to the 
nearest month) corresponding to the Weighted Average Life to Maturity of the principal being 
redeemed. If no maturity exactly corresponds to such Weighted Average Life to Maturity, yields 
for the two published maturities most closely corresponding to such Weighted Average Life to 
Maturity shall be calculated pursuant to the immediately preceding sentence and the 
Reinvestment Rate shall be interpolated or extrapolated from such yields on a straight-line basis, 
rounding in each of such relevant periods to the nearest month. For purposes of calculating the 

A-2 
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Reinvestment Rate, the most recent Statistical Release published prior to the date of 
determination of the premium hereunder shall be used. 

"’Statistical Release" shall mean the then most recently published statistical release 
designated "H. 15(519)" or any successor publication which is published weekly by the Federal 
Reserve System and which establishes yields on actively traded U.S. Government Securities 
adjusted to constant maturities or, if such statistical release is not published at the time of any 
determination hereunder, then such other reasonably comparable index which shall be designated 
by the holders of 66-2/3% in aggregate principal amount of the outstanding 4.53% Series Bonds. 

"Weighted Average Life to Maturity’" of the principal amount of the 4.53% Series Bonds 
being redeemed shall mean, as of the time of any determination thereof, the number of years 
obtained by dividing the then "Remaining Dollar-Years" of such principal by the aggregate 
amount of such principal. The term "Remaining Dollar-Years" of such principal shall mean the 
sum of tbe products obtained by multiplying (i) the remainder of (A) the amount of principal that 
would have become due on each scheduled payment date if such redemption had not been made, 
less (B)the amount of principal of the 4.53% Series Bonds scheduled to become due on such 
date after giving effect to such redemption, by (ii) the number of years (calculated to the nearest 
one-tweltth) which will elapse between the date of determination and such scheduled payment 
date. 

If this Bond is called for redemption and payment duly provided, this Bond shall cease to 
bear interest from and after the date fixed for such redemption. 

This Bond may be redeemed from certain condemnation and casualty proceeds in 
accordance with the Indenture. 

As provided in the Indenture, (a) if and to the extent authorized by the consent (evidenced 
as provided in Article Nine of the Indenture) of the holders of not less than 66-2/3% in aggregate 
principal amount of all Bonds then Outstanding that are adversely affected thereby, such changes 
in, additions to or eliminations from the Indenture as such holders and the Company may deem 
necessary or advisable may be made by supplemental indenture; provided that no such change 
shall be made without the consent of the holder of each Outstanding Bond that is adversely 
affected that would (i) extend the stated maturity of the principal of, or any installment of interest 
on, any Bond, or (ii) reduce the principal amount thereof or the interest thereon or any premium 
payable upon the redemption thereof, or (iii) extend the time or reduce the amount of any sinking 
fund payment in respect thereof, or (iv) reduce the percentage of the principal amount of Bonds 
the consent of the holders of which is required for the authorization of any such change, addition 
or elimination, and (b) if and to the extent authorized by the consent of the holders of at least a 
majority in aggregate principal amount of the Bonds then Outstanding, compliance with certain 
covenants and conditions of the Indenture may be waived. 

In case an Event of Default (as defined in the Indenture) shall occur and be continuing, 
the principal of all the Bonds outstanding may be declared and may become due and payable in 
the manner and with the effect provided in the Indenture. 

A-3 
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This Bond is a registered Bond without coupons and is transferable by the registered 
holder thereof in person or by the duly authorized attorney of such holder on the Bond Register 
to be kept for the purpose at the principal office of the Trustee as Bond Registrar and transfer 
agent for the Bonds, in Los Angeles, California. Upon surrender of this Bond accompanied by 
written instruments of transfer in form approved by the Trustee, duly executed by the registered 
holder in person or by such attorney, and upon cancellation hereof, one or more new Bonds of 
the same series and maturity, in authorized denominations, in an aggregate principal mount 
equal to the principal amount remaining unpaid upon this Bond, shall be issued to the transferee 
in exchange herefor, as provided in the Indenture. The Company and the Trustee may deem and 
treat the person in whose name this Bond is registered on the Bond Register as the absolute 
owner hereof (whether or not this Bond shall be overdue) for the purpose of receiving payment 
hereon, and on account hereof and for all other purposes. 

No recourse shall be had for the payment of the principal of or interest on this Bond, or in 
respect of this Bond or the Indenture, against any incorporator, stockholder, officer or director, as 
such, past, present or future, of the Company or of any predecessor or successor corporation, 
either directly or throUgh the Company, by virtue of any constitution, statute or rule of law or by 
enforcement of any assessment or penalty or otherwise, any and all such liability of 
incorporators, stockholders, officers and directors being released by the holder hereof by the 
acceptance of this Bond and being likewise waived and released by the terms of the Indenture. 

This Bond shall not be valid or become obligatory for any purpose until the certificate 
endorsed hereon shall be signed by the Trustee under the Indenture. 

IN WITNESS WHEREOF, PARK WATER COMPANY has caused these presents to be signed in 
its name by its President or a Vice President and attested by its Secretary or an Assistant 
Secretary. 

Dated: ,2013 

PARK WATER COMPANY 

ATTEST: 

By 
Senior Vice President 

Secretary 

A-4 
WWH000528



[TRUSTEE’S CERTIFICATE TO BE ENDORSED ON ALL BONDS] 

TRUSTEE~S CERTIFICATE OF AUTHENTICATION 

This Bond is one of the Bonds of the series designated herein, described in the within- 
mentioned Indenture. 

Dated: 2013 

THE BANK OF NEW YORK MELLON TRUST 

COMPANY, N.A., as Trustee 

By 
Authorized Signatory 

A-5 
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LOAN AGREEMENT

This Loan Agreement (this “Agreement”) dated as of February 13, 2014, is between Wells Fargo
Bank, National Association (the “Bank”) and Park Water Company (the “Borrower”).

1. FACILITY NO. 1 LINE OF CREDIT AMOUNT AND TERMS

1.1 Line of Credit Amount

(a) During the availability period described below, the Bank will provide a line of
credit to the Borrower. The amount of the line of credit (the “Facility No. 1
Commitment”) is Twelve Million and 00/100 Dollars ($12,000,000.00).

(b) This is a revolving line of credit. During the availability period, the Borrower
may repay principal amounts and re-borrow them.

(c) The Borrower agrees not to permit the principal balance outstanding to exceed
the Facility No. 1 Commitment. If the Borrower exceeds this limit, the Borrower
will immediately pay the excess to the Bank.

1.2 Availability Period. The line of credit is available between the date of this Agreement
and February 13, 2016, or such earlier date as the availability may terminate as provided in this
Agreement (the “Facility No. 1 Expiration Date”).

The availability period for this line of credit will be considered renewed if and only if the Bank
has sent to the Borrower a written notice of renewal for the line of credit (the “Renewal Notice”). If this
line of credit is renewed, it will continue to be subject to all the terms and conditions set forth in this
Agreement except as modified by the Renewal Notice. If this line of credit is renewed, the term “Facility
No. 1 Expiration Date” shall mean the date set forth in the Renewal Notice as the Expiration Date and the
same process for renewal will apply to any subsequent renewal of this line of credit. A renewal fee may
be charged at the Bank’s option. The amount of the renewal fee will be specified in the Renewal Notice.

1.3 Repayment Terms.

(a) Interest shall accrue on each loan made pursuant to this Agreement. The
Borrower will pay all accrued and unpaid interest on March 1, 2014, and then on
the same day of each month thereafter until payment in full of any principal
outstanding under this facility.

(b) The Borrower will repay in full any principal, interest or other charges
outstanding under this facility no later than the Facility No. 1 Expiration Date.

1.4 Interest Rate.

(a) The interest rate is a rate per year equal to the BBA LIBOR Daily Floating Rate
plus 1.50 percentage point(s).

(b) The BBA LIBOR Daily Floating Rate is a fluctuating rate of interest which can
change on each banking day. The rate will be adjusted on each banking day to
equal the British Bankers Association LIBOR Rate (or any successor thereto
approved by the Bank if the British Bankers Association is no longer making a
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LIBOR rate available) (“BBA LIBOR”) for U.S. dollar deposits for delivery on
the date in question for a one month term beginning on that date. The Bank will
use the BBA LIBOR Rate as published by Reuters (or other commercially
available source providing quotations of BBA LIBOR as selected by the Bank
from time to time) as determined at approximately 11:00 a.m. London time two
(2) London Banking Days prior to the date in question, as adjusted from time to
time in the Bank’s sole discretion for reserve requirements, deposit insurance
assessment rates and other regulatory costs that are generally charged by the
Bank to similarly situated borrowers. If such rate is not available at such time for
any reason, then the rate will be determined by such alternate method as selected
by the Bank. A “London Banking Day” is a day on which banks in London are
open for business and dealing in offshore dollars.

1.5 Optional Interest Rates. Instead of the interest rate based on the rate stated in the
paragraph entitled “Interest Rate” above, the Borrower may elect the optional interest rates listed below
for this Facility No. 1 during interest periods agreed to by the Bank and Borrower. The option interest
rates shall be subject to the terms and conditions descried later in this Agreement. Any principal amount
bearing interest at an optional rate under this Agreement is referred to as a “Portion.” The following
optional interest rates are available:

(a) The LIBOR Rate plus 1.5 percentage point(s).

1A OPTIONAL INTEREST RATES

1A.1 Optional Rates. Each optional interest rate is a rate per year. Interest will be paid on
March 1, 2014, and then on the same day of each month thereafter until payment in full of any principal
outstanding under this Agreement. No Portion will be converted to a different interest rate during the
applicable interest period. Upon the occurrence of an event of default under this Agreement, the Bank
may terminate the availability of optional interest rates for interest periods commencing after the default
occurs. At the end of each interest period, the interest rate will revert to the rate stated in the paragraph(s)
entitled “Interest Rate” above, unless the Borrower has designated another optional interest rate for the
Portion.

1A.2 LIBOR Rate. The election of the LIBOR Rate shall be subject to the following terms
and requirements:

(a) The interest period during which the LIBOR Rate will be in effect will be one
month, two months, three months or six months. The first day of the interest
period must be a day other than a Saturday or a Sunday on which banks are open
for business in New York and London and dealing in offshore dollars (a “LIBOR
Banking Day”). The last day of the interest period and the actual number of days
during the interest period will be determined by the Bank using the practices of
the London inter-bank market.

(b) Each LIBOR Rate portion will be for an amount not less than One Hundred
Thousand and 00/100 Dollars ($100,000.00).

(c) The “LIBOR Rate” means the interest rate determined by the following formula.
(All amounts in the calculation will be determined by the Bank as of the first day
of the interest period.)
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LIBOR Rate = London Inter-Bank Offered Rate

(1.00- Reserve Percentage) Where,

(i) “London Inter-Bank Offered Rate” means for any applicable interest
period, the rate per annum equal to the BBA LIBOR, as published by
Reuters (or other commercially available source providing quotations of
BBA LIBOR as selected by the Bank from time to time) at
approximately 11:00 a.m. London time two (2) London Banking Days
before the commencement of the interest period for U.S. Dollar deposits
(for delivery on the first day of such interest period) with a term
equivalent to such interest period. If such rate is not available at such
time for any reason then the rate for that interest period will be
determined by such alternate method as reasonably selected by the Bank.
A “London Banking Day” is a day on which banks in London are open
for business and dealing in offshore dollars.

(ii) “Reserve Percentage” means the total of the maximum reserve
percentages for determining the reserves to be maintained by member
banks of the Federal Reserve System for Eurocurrency Liabilities, as
defined in Federal Reserve Board Regulation D, rounded upward to the
nearest 1/100 of one percent. The percentage will be expressed as a
decimal, and will include, but not be limited to, marginal, emergency,
supplemental, special, and other reserve percentages.

(d) The Borrower shall irrevocably request a LIBOR Rate Portion no later than 9:00
a.m. Pacific time on the LIBOR Banking Day preceding the day on which the
London Inter-Bank Offered Rate will be set, as specified above. For example, if
there are no intervening holidays or weekend days in any of the relevant
locations, the request must be made at least three days before the LIBOR Rate
takes effect.

(e) The Bank will have no obligation to accept an election for a LIBOR Rate Portion
if any of the following described events has occurred and is continuing:

(i) Dollar deposits in the principal amount, and for periods equal to the
interest period, of a LIBOR Rate Portion are not available in the London
inter-bank market; or

(ii) The LIBOR Rate does not accurately reflect the cost of a LIBOR Rate
Portion.

(f) Each prepayment of a LIBOR Rate Portion, whether voluntary, by reason of
acceleration or otherwise, will be accompanied by the amount of accrued interest
on the amount prepaid and a prepayment fee as described below. A
“prepayment” is a payment of an amount on a date earlier than the scheduled
payment date for such amount as required by this Agreement.

(g) The prepayment fee is intended to compensate the Bank for the funding costs of
the prepaid credit, if any. The prepayment fee will be determined by calculating
the funding costs incurred by the Bank, based on the cost of funds at the time the

WWH000549



4

CHAR1\1344543v6

interest rate was fixed, and subtracting the interest income which can be earned
by the Bank by reinvesting the prepaid funds at the Reinvestment Rate. The
calculation is defined more fully below.

(h) The “Fixed Interest Rate Period” is the period during which the interest rate in
effect at the time of the prepayment does not change. If the Fixed Interest Rate
Period does not extend for the entire remaining life of the credit, then the
following rules will apply:

(i) For any portion of the prepaid principal for which the scheduled payment
date is after the end of the Fixed Interest Rate Period, the prepayment fee
for that portion shall be calculated based only on the period through the
end of the Fixed Interest Rate Period, as described below.

(ii) If a prepayment is made on a date on which the interest rate resets, then
there will be no prepayment fee.

(iii) The prepayment fee calculation is made separately for each Prepaid
Installment. A “Prepaid Installment” is the amount of the prepaid
principal that would have been due on a particular scheduled payment
date (the “Scheduled Payment Date”). However, as explained in the
preceding paragraph, all amounts of the credit which would have been
paid after the end of the Fixed Interest Rate Period shall be considered a
single Prepaid Installment with a Scheduled Payment Date (for the
purposes of this calculation) equal to the last day of the Fixed Interest
Rate Period.

(i) The prepayment fee for a particular Prepaid Installment will be calculated as
follows:

(i) Calculate the monthly interest payments that would have accrued on the
Prepaid Installment through the applicable Scheduled Payment Date, if
the prepayment had not been made. The interest payments will be
calculated using the Original Cost of Funds Rate.

(ii) Next, calculate the monthly interest income which could be earned on the
Prepaid Installment if it were reinvested by the Bank at the Reinvestment
Rate through the Scheduled Payment Date.

(iii) Calculate the monthly differences of the amounts calculated in (i) minus
the amounts calculated in (ii).

(iv) If the remaining term of the Fixed Interest Rate Period is greater than one
year, calculate the present value of the amounts calculated in (iii), using
the Reinvestment Rate. The result of the present value calculation is the
prepayment fee for the Prepaid Installment.

(j) Finally, the prepayment fees for all of the Prepaid Installments are added
together. The sum, if greater than zero, is the total prepayment fee due to the
Bank.
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(k) The following definitions will apply to the calculation of the prepayment fee:

(i) “Original Cost of Funds Rate” means the fixed interest rate per annum,
determined solely by the Bank, at which the Bank would be able to
borrow funds in the Bank Funding Markets for the duration of the Fixed
Interest Rate Period in the amount of the prepaid principal and with a
term, interest payment frequency, and principal repayment schedule
matching the prepaid principal.

(ii) “Bank Funding Markets” means one or more wholesale funding markets
available to the Bank, including the LIBOR, Eurodollar, and SWAP
markets as applicable and available, or such other appropriate money
market as determined by the Bank in its sole discretion.

(iii) “Reinvestment Rate” means the fixed rate per annum, determined solely
by the Bank, as the rate at which the Bank would be able to reinvest
funds in the amount of the Prepaid Installment in the Bank Funding
Markets on the date of prepayment for a period of time approximating
the period starting on the date of prepayment and ending on the
Scheduled Payment Date.

(l) The Original Cost of Funds Rate and the Reinvestment Rate are the Bank’s
estimates only and the Bank is under no obligation to actually purchase or match
funds for any transaction or reinvest any prepayment. The Bank may adjust the
Original Cost of Funds Rate and the Reinvestment Rate to reflect the
compounding, accrual basis, or other costs of the prepaid amount. The rates shall
include adjustments for reserve requirements, federal deposit insurance and any
other similar adjustment which the Bank deems appropriate. These rates are not
fixed by or related in any way to any rate the Bank quotes or pays for deposits
accepted through its branch system.

2. FEES AND EXPENSES

2.1 Fees

(a) Unused Commitment Fee. The Borrower agrees to pay a fee on any difference
between the Facility No. 1 Commitment and the amount of credit it actually uses,
determined by the average of the daily amount of credit outstanding during the
specified period. The fee will be calculated at 0.225% per year.

This fee is due on March 31, 2014, and on the last day of each following quarter until the
expiration of the availability period.

(b) Waiver Fee. If the Bank, at its discretion, agrees to waive or amend any terms of
this Agreement, the Borrower will, at the Bank’s option, pay the Bank a fee for
each waiver or amendment in an amount advised by the Bank at the time the
Borrower requests the waiver or amendment. Nothing in this paragraph shall
imply that the Bank is obligated to agree to any waiver or amendment requested
by the Borrower. The Bank may impose additional requirements as a condition
to any waiver or amendment.
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(c) Late Fee. To the extent permitted by law, the Borrower agrees to pay a late fee
in an amount not to exceed four percent (4.0%) of any payment that is more than
fifteen (15) days late. The imposition and payment of a late fee shall not
constitute a waiver of the Bank’s rights with respect to the default.

(d) Upfront Fee. The Borrower agrees to pay an upfront fee for Facility No. 1 in the
amount of Nine Thousand Six Hundred and 00/100 Dollars ($9,600). This fee is
due on the date of this Agreement.

2.2 Expenses. The Borrower agrees to immediately repay the Bank for expenses that
include, but are not limited to, filing, recording and search fees, appraisal fees, title report fees, and
documentation fees.

2.3 Reimbursement Costs. The Borrower agrees to reimburse the Bank for any expenses it
incurs in the preparation of this Agreement and any agreement or instrument required by this Agreement.
Expenses include, but are not limited to, reasonable attorneys’ fees, including any allocated costs of the
Bank’s in-house counsel to the extent permitted by applicable law.

3. DISBURSEMENTS, PAYMENTS AND COSTS

3.1 Disbursements and Payments.

(a) Each payment by the Borrower will be made in U.S. Dollars and immediately
available funds by wire transfer in accordance with the wiring instructions
specified below, or such other wiring instructions specified in writing by the
Bank, or, for payments not required to be made by direct debit, by mail to the
address shown on the Borrower’s statement or at one of the Bank’s banking
centers in the United States.

(b) Wiring Instructions:

Wells Fargo Bank, National Association
Roanoke, Virginia

Account Name: Roanoke Loan Center
Ref: Park Water

(c) Each disbursement by the Bank and each payment by the Borrower will be
evidenced by records kept by the Bank. In addition, the Bank may, at its
discretion, require the Borrower to sign one or more promissory notes.

3.2 Telephone and Telefax Authorization.

(a) The Bank may honor telephone or telefax instructions for advances or
repayments given, or purported to be given, by any one of the individuals
authorized to sign loan agreements on behalf of the Borrower, or any other
individual designated by any one of such authorized signers.

(b) Advances will be wired to the account specified below by the Borrower or such
other of the Borrower’s accounts as designated in writing by the Borrower.
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(c) Borrower’s Account:

Account Name: Park Water Company
Ref: Credit Facility Transfer

(d) The Borrower will indemnify and hold the Bank harmless from all liability, loss,
and costs in connection with any act resulting from telephone or telefax
instructions the Bank reasonably believes are made by any individual authorized
by the Borrower to give such instructions. This paragraph will survive this
Agreement’s termination, and will benefit the Bank and its officers, employees,
and agents.

3.3 Banking Days. Unless otherwise provided in this Agreement, a banking day is a day
other than a Saturday, Sunday or other day on which commercial banks are authorized to close, or are in
fact closed, in the state where the Bank’s lending office is located, and, if such day relates to amounts
bearing interest at an offshore rate (if any), means any such day on which dealings on dollar deposits are
conducted among banks in the offshore dollar Interbank market. All payments and disbursements which
would be due on a day which is not a banking day will be due on the next banking day. All payments
received on a day which is not a banking day will be applied to the credit on the next banking day.

3.4 Interest Calculation. Except as otherwise stated in this Agreement, all interest and fees,
if any, will be computed on the basis of a 360-day year and the actual number of days elapsed. This
results in more interest or a higher fee than if a 365-day year is used. Installments of principal which are
not paid when due under this Agreement shall continue to bear interest until paid.

3.5 Default Rate. Upon the occurrence of any default or after maturity or after Judgment has
been rendered on any obligation under this Agreement, all amounts outstanding under this Agreement,
including any interest, fees, or costs which are not paid when due, will at the option of the Bank bear
interest at a rate which is 6.0 percentage point(s) higher than the rate of interest otherwise provided under
this Agreement. This may result in compounding of interest. This will not constitute a waiver of any
default.

3.7 Additional Costs. The Borrower will pay the Bank, on demand, for the Bank’s costs or
losses arising from any Change in Law which are allocated to this Agreement or any credit outstanding
under this Agreement. The allocation will be made as determined by the Bank, using any reasonable
method. The costs include, without limitation, the following:

(a) any reserve or deposit requirements (excluding any reserve requirement already reflected
in the calculation of the interest rate in this Agreement); and

(b) any capital or liquidity requirements relating to the Bank’s assets and commitments for
credit.

“Change in Law” means the occurrence, after the date of this Agreement, of the adoption or taking effect
of any new or changed law, rule, regulation or treaty, or the issuance of any request, rule, guideline or
directive (whether or not having the force of law) by any governmental authority; provided that (x) the
Dodd-Frank Wall Street Reform and Consumer Protection Act and all requests, rules, guidelines or
directives issued in connection with that Act, and (y) all requests, rules, guidelines or directives
promulgated by the Bank for International Settlements, the Basel Committee on Banking Supervision (or
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any successor authority) or the United States regulatory authorities, in each case pursuant to Basel III,
shall in each case be deemed to be a “Change in Law,” regardless of the date enacted, adopted or issued.

4. CONDITIONS

Before the Bank is required to extend any credit to the Borrower under this Agreement, it must
receive any documents and other items it may reasonably require, in form and content acceptable to the
Bank, including any items specifically listed below.

4.1 Authorizations. If the Borrower or any guarantor is anything other than a natural
person, evidence that the execution, delivery and performance by the Borrower and/or such guarantor of
this Agreement and any instrument or agreement required under this Agreement have been duly
authorized.

4.2 Governing Documents. If required by the Bank, a copy of the Borrower’s
organizational documents.

4.3 Payment of Fees. Payment of all fees and other amounts due and owing to the Bank,
including without limitation payment of all accrued and unpaid expenses incurred by the Bank as required
by the paragraph entitled “Reimbursement Costs.”

4.4 Good Standing. Certificates of good standing for the Borrower from its state of
formation and from any other state in which the Borrower is required to qualify to conduct its business.

4.5 Insurance. Evidence of Insurance coverage, as required in the “Covenants” section of
this Agreement.

4.6 Environmental Information. A completed Bank form Environmental Questionnaire.

4.7 PUC Approval. To the extent required by the California Public Utilities Code, evidence
that the California Public Utilities Commission has given its approval of the credit facilities provided in
this Agreement.

4.8 Consent. Receipt of a written consent under the Borrower’s existing loan agreement
from Bank of America, N.A. permitting the Borrower to enter into this Agreement.

5. REPRESENTATIONS AND WARRANTIES

When the Borrower signs this Agreement, and until the Bank is repaid in full, the Borrower
makes the following representations and warranties. Each request for an extension of credit constitutes a
renewal of these representations and warranties as of the date of the request,

5.1 Formation. If the Borrower is anything other than a natural person, it is duly formed and
existing under the laws of the state or other Jurisdiction where organized.

5.2 Authorization. This Agreement, and any instrument or agreement required hereunder,
are within the Borrower’s powers, have been duly authorized, and do not conflict with any of its
organizational papers.

5.3 Enforceable Agreement. This Agreement is a legal, valid and binding agreement of the
Borrower, enforceable against the Borrower in accordance with its terms, and any instrument or
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agreement required hereunder, when executed and delivered, will be similarly legal, valid, binding and
enforceable.

5.4 Good Standing. In each state in which the Borrower does business, it is properly
licensed, in good standing, and, where required, in compliance with fictitious name statutes.

5.5 No Conflicts. This Agreement does not conflict with any law, agreement, or obligation
by which the Borrower is bound.

5.6 Financial Information. All financial and other information that has been or will be
supplied to the Bank is sufficiently complete to give the Bank accurate knowledge of the Borrower’s (and
any guarantor’s) financial condition, including all material contingent liabilities. Since the date of the
most recent financial statement provided to the Bank, there has been no material adverse change in the
business condition (financial or otherwise), operations, properties or prospects of the Borrower (or any
guarantor). If the Borrower is comprised of the trustees of a trust, the foregoing representations shall also
pertain to the trustor(s) of the trust.

5.7 Lawsuits. There is no lawsuit, tax claim or other dispute pending or threatened against
the Borrower which, if lost, would impair the Borrower’s financial condition or ability to repay the loan,
except as have been disclosed in writing to the Bank.

5.8 Permits Franchises. The Borrower possesses all permits, memberships, franchises,
contracts and licenses required and all trademark rights, trade name rights, patent rights, copyrights and
fictitious name rights necessary to enable it to conduct the business in which it is now engaged.

5.9 Other Obligations. The Borrower is not in default on any obligation for borrowed
money, any purchase money obligation or any other material lease, commitment, contract, instrument or
obligation, except as have been disclosed in writing to the Bank.

5.10 Tax Matters. The Borrower has no knowledge of any pending assessments or
adjustments of its income tax for any year and all taxes due have been paid, except as have been disclosed
in writing to the Bank.

5.11 No Event of Default. There is no event which is, or with notice or lapse of time or both
would be, a default under this Agreement.

5.12 Insurance. The Borrower has obtained, and maintained in effect, the insurance coverage
required in the “Covenants” section of this Agreement.

6. COVENANTS

The Borrower agrees, so long as credit is available under this Agreement and until the Bank is
repaid in full

6.1 Use of Proceeds.

(a) To use the proceeds of Facility No. 1 is for capital expenditures and general
corporate purposes.

(b) The proceeds of the credit extended under this Agreement may not be used
directly or indirectly to purchase or carry any “margin stock” as that term is
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defined in Regulation U of the Board of Governors of the Federal Reserve
System, or extend credit to or invest in other parties for the purpose of
purchasing or carrying any such “margin stock,” or to reduce or retire any
indebtedness incurred for such purpose.

6.2 Financial Information. To provide the following financial information and statements
in form and content acceptable to the Bank, and such additional information as requested by the Bank
from time to time. The Bank reserves the right, upon written notice to the Borrower, to require the
Borrower to deliver financial information and statements to the Bank more frequently than otherwise
provided below, and to use such additional formation and statements to measure any applicable financial
covenants in this Agreement

(a) Within 120 days of the fiscal year end, the annual financial statements of the
Borrower, certified and dated by an authorized financial officer. These financial
statements must be audited (with an opinion satisfactory to the Bank) by a
Certified Public Accountant acceptable to the Bank. The statements shall be
prepared on a consolidated and consolidating basis.

(b) Within 60 days of the period’s end, quarterly financial statements of the
Borrower, certified and dated by an authorized financial officer. These financial
statements may be company-prepared. The statements shall be prepared on a
consolidated and consolidating basis.

(c) Within 120 days of the end of each fiscal year and within 60 days of the end of
each quarter, a compliance certificate of the Borrower signed by an authorized
financial officer, and setting forth (i) the information and computations (in
sufficient detail) to establish compliance with all financial covenants at the end of
the period covered by the financial statements then being furnished and (ii)
whether there existed as of the date of such financial statements and whether
there exists as of the date of the certificate, any default under this Agreement
applicable to the party submitting the information and, if any such default exists,
specifying the nature thereof and the action the party is taking and proposes to
take with respect thereto.

6.3 Other Debts. Not to have outstanding or incur any direct or contingent liabilities or
lease obligations (other than those to the Bank), or become liable for the liabilities of others, without the
Bank’s written consent. This does not prohibit:

(a) Acquiring goods, supplies, or merchandise on normal trade credit.

(b) Endorsing negotiable instruments received in the usual course of business.

(c) Obtaining surety bonds in the usual course of business.

(d) Liabilities, lines of credit and leases in existence on the date of this Agreement
disclosed in writing to the Bank.

(e) Additional debts and lease obligations for business purposes which do not exceed
a total principal amount of Five Hundred Thousand and 00/100 Dollars
($500,000.00) outstanding at any one time.
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(f) Permitted additional mortgage bond issuance, subject to:

(i) pro-forma incurrence test compliance under the “Mortgage Bond
Indenture”, after giving effect to the additional bond issuance, and

(ii) pro-forma covenant compliance under this Agreement after giving effect
to the additional bond issuance.

“Mortgage Bond Indenture” means the 8th Supplemental Indenture dated 5/1/12
between Park Water Company and BNY Western Trust Company,
supplementing, amending and restating the Indenture, dated November 1, 1973,
as subsequently amended through the 13th Supplemental Indenture, dated June 4,
2013.

(g) The Borrower will not, and will not permit any subsidiary of the Borrower, to
create, incur, assume, guarantee or otherwise become directly or indirectly liable
with respect to any debt unless, after giving effect to the occurrence of such debt:

(i) the aggregate Total Debt (as defined below) then outstanding will not
exceed 65% of Total Capitalization (as defined below), and

(ii) in the case of the issuance of Funded Debt by a subsidiary of the
Borrower, the aggregate Funded Debt of all subsidiaries of the Borrower
then outstanding will not exceed 20% of Stockholders Equity, as that
term is defined in Section 1.02 of the Mortgage Bond Indenture.

“Funded Debt” means debt for borrowed money having a final maturity of more
than one year from date of origin.

6.4 Other Liens. Not to create, assume, or allow any security interest or lien (including
judicial liens) on property the Borrower now or later owns, except

(a) Liens and security interests in favor of the Bank.

(b) Liens for taxes not yet due.

(c) Liens outstanding on the date of this Agreement disclosed in writing to the Bank.

(d) Additional purchase money security interest in assets acquired after the date of
this Agreement.

(e) Liens arising under the Mortgage Bond Indenture.

6.5 Maintenance of Assets.

(a) Not to sell, assign, lease, transfer or otherwise dispose of any part of the
Borrower’s business or the Borrower’s assets except in the ordinary course of the
Borrower’s business.

(b) Not to sell, assign, lease, transfer or otherwise dispose of any assets for less than
fair market value, or enter into any agreement to do so.
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(c) Not to enter into any sale and leaseback agreement covering any of its fixed
assets.

(d) To maintain and preserve all rights, privileges, and franchises the Borrower now
has.

(e) To make any repairs, renewals, or replacements to keep the Borrower’s
properties in good working condition.

6.6 Investments. Not to have any existing, or make any new, investments in any individual
or entity, or make any capital contributions or other transfers of assets to any individual or entity, except
for:

(a) Existing investments disclosed to the Bank in writing.

(b) Investments in the Borrower’s current subsidiaries.

(c) Investments in any of the following

(i) certificates of deposit;

(ii) U.S. treasury bills and other obligations of the federal government; and

(iii) readily marketable securities (including commercial paper, but excluding
restricted stock and stock subject to the provisions of Rule 144 of the
Securities and Exchange Commission).

6.7 Loans. Not to make any loans, advances or other extensions of credit to any individual
or entity, except for

(a) Existing extensions of credit disclosed to the Bank in writing.

(b) Extensions of credit to the Borrower’s current subsidiaries.

(c) Extensions of credit in the nature of accounts receivable or notes receivable
arising from the sale or lease of goods or services in the ordinary course of
business to non-affiliated entities.

6.8 Change of Management. Without the Bank’s prior written consent (which shall not be
unreasonably be withheld), not to make any substantial change in its present executive or management
personnel of the Borrower.

6.9 Change of Ownership. Without the Bank’s prior written consent (which shall not be
unreasonably be withheld), not to cause, permit, or suffer any change in the Borrower’s capital
ownership.

6.10 Additional Negative Covenants. Not to, without the Bank’s written consent

(a) Enter into any consolidation, merger, or other combination, or become a partner
in a partnership, a member of a joint venture, or a member of a limited liability
company.
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(b) Acquire or purchase a business or its assets.

(c) Engage in any business activities substantially different from the Borrower’s
present business.

(d) Liquidate or dissolve the Borrower’s business.

(e) Voluntarily suspend the Borrower’s business for more than seven (7) days in any
thirty (30) day period

6.11 Notices to Bank. To promptly notify the Bank in writing of

(a) Any lawsuit over One Million and 00/100 Dollars ($1,000,000.00) against the
Borrower (or any guarantor or, if the Borrower is comprised of the trustees of a
trust, any trustor).

(b) Any substantial dispute between any governmental authority and the Borrower
(or any guarantor or, if the Borrower is comprised of the trustees of a trust, any
trustor).

(c) Any event of default under this Agreement, or any event which, with notice or
lapse of time or both, would constitute an event of default.

(d) Any material adverse change in the Borrower’s (or any guarantor’s, or, if the
Borrower is comprised of the trustees of a trust, any trustor’s) business condition
(financial or otherwise), operations, properties or prospects, or ability to repay
the credit.

(e) Any change in the Borrower’s name, legal structure, principal residence (for an
individual), state of registration (for a registered entity), place of business, or
chief executive office if the Borrower has more than one place of business.

For purposes of this Agreement, “Obligor” shall mean any guarantor, any party pledging
collateral to the Bank, or, if the Borrower is comprised of the trustees of a trust, any trustor.

6.12 Insurance.

(a) General Business Insurance. To maintain insurance as is usual for the business it
is in.

6.13 Compliance with Laws. To comply with the laws (including any fictitious or trade
name statute), regulations, and orders of any government body with authority over the Borrower’s
business. The Bank shall have no obligation to make any advance to the Borrower except in compliance
with all applicable laws and regulations and the Borrower shall fully cooperate with the Bank in
complying with all such applicable laws and regulations.

6.14 ERISA Plans. Promptly during each year, to pay and cause any subsidiaries to pay
contributions adequate to meet at least the minimum funding standards under ERISA with respect to each
and every Plan; file each annual report required to be filed pursuant to ERISA in connection with each
Plan for each year, and notify the Bank within ten (10) days of the occurrence of any reportable event that
might constitute grounds for termination of any capital Plan by the Pension Benefit Guaranty Corporation
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or for the appointment by the appropriate United States District Court of a trustee to administer any Plan.
“ERISA” means the Employee Retirement Income Security Act of 1974, as amended from time to time.
Capitalized terms in this paragraph shall have the meanings defined within ERISA. “Plan” means a plan
within the meaning of Section 3(2) of ERISA maintained or contributed to by the Borrower or any ERISA
Affiliate, including any multiemployer plan within the meaning of Section 4001(a)(3) of ERISA.
“ERISA Affiliate” means any trade or business (whether or not incorporated) under common control with
the Borrower within the meaning of Section 414(b) or (c) of the Internal Revenue Code of 1986, as
amended.

6.15 Books and Records. To maintain adequate books and records.

6.16 Audits. To allow the Bank and its agents to inspect the Borrower’s properties and
examine, audit, and make copies of books and records at any reasonable time. If any of the Borrower’s
properties, books or records are in the possession of a third party, the Borrower authorizes that third party
to permit the Bank or its agents to have access to perform inspections or audits and to respond to the
Bank’s requests for information concerning such properties, books and records.

6.17 Cooperation. To take any action reasonably requested by the Bank to carry out the
intent of this Agreement.

6.18 Total Debt to Total Capitalization Ratio. To maintain on a consolidated basis a ratio
of Total Debt to Total Capitalization not exceeding 65%.

(a) “Total Debt” means all outstanding liabilities for borrowed money and other
interestbearing liabilities, including current and long-term debt.

(b) “Total Capitalization” means as of the date of any determination, the sum of (i)
Total Debt then outstanding, plus (ii) Stockholders Equity of the Company.

6.19 Interest Coverage Ratio. To maintain on a consolidated basis an Interest Coverage
Ratio of at least 1.50:1.0.

(a) “Interest Coverage Ratio” means the ratio of EBIT to interest expense on all
obligations. This ratio will be calculated at the end of each reporting period for
which the Bank requires financial statements from the Borrower, using the results
of the twelve-month period ending with that reporting period.

(b) “EBIT’ means net income, less income or plus loss from discontinued operations
and extraordinary items, plus income taxes, plus interest expense, plus other non-
cash charges.

6.20 Loans to Officers and Employees. Not to make any loans, advances or other extensions
of credit (including extensions of credit in the nature of accounts receivable or notes receivable arising
from the sale or lease of goods or services) to any of the Borrower’s officers or employees in excess of
Five Hundred Thousand and 00/100 Dollars ($500,000.00) in the aggregate at any one time.

6A HAZARDOUS SUBSTANCES

6A.1 Indemnity Regarding Hazardous Substances. The Borrower will indemnify and hold
harmless the Bank from any loss or liability the Bank incurs in connection with or as a result of this
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Agreement, which directly or indirectly arises out of the use, generation, manufacture, production,
storage, release, threatened release, discharge, disposal or presence of a hazardous substance.

This indemnity will apply whether the hazardous substance is on, under or about the Borrower’s
property or operations or property leased to the Borrower. The indemnity includes but is not limited to
attorneys’ fees (including the reasonable estimate of the allocated cost of in-house counsel and staff). The
indemnity extends to the Bank, its parent, subsidiaries and all of their directors, officers, employees,
agents, successors, attorneys and assigns.

6A.2 Compliance Regarding Hazardous Substances. The Borrower represents and warrants
that the Borrower has complied with all current and future laws, regulations and ordinances or other
requirements of any governmental authority relating to or imposing liability or standards of conduct
concerning protection of health or the environment or hazardous substances.

6A.3 Notices Regarding Hazardous Substances. Until full repayment of the loan, the
Borrower will promptly notify the Bank in writing of any threatened or pending investigation of the
Borrower or its operations by any governmental agency under any current or future law, regulation or
ordinance pertaining to any hazardous substance.

6A.4 Site Visits. Observations and Testing. The Bank and its agents and representatives
will have the right at any reasonable time, after giving reasonable notice to the Borrower, to enter and
visit any locations where the collateral securing this Agreement (the “Collateral”) is located for the
purposes of observing the Collateral, taking and removing environmental samples, and conducting tests.
The Borrower shall reimburse the Bank on demand for the costs of any such environmental investigation
and testing. The Bank will make reasonable efforts during any site visit, observation or testing conducted
pursuant this paragraph to avoid interfering with the Borrower’s use of the Collateral. The Bank is under
no duty to observe the Collateral or to conduct tests, and any such acts by the Bank will be solely for the
purposes of protecting the Bank’s security and preserving the Bank’s rights under this Agreement. No
site visit, observation or testing or any report or findings made as a result thereof (“Environmental
Report”) (i) will result in a waiver of any default of the Borrower; (ii) impose any liability on the Bank; or
(iii) be a representation or warranty of any kind regarding the Collateral (including its condition or value
or compliance with any laws) or the Environmental Report (including its accuracy or completeness). In
the event the Bank has a duty or obligation under applicable laws, regulations or other requirements to
disclose an Environmental Report to the Borrower or any other party, the Borrower authorizes the Bank
to make such a disclosure. The Bank may also disclose an Environmental Report to any regulatory
authority, and to any other parties as necessary or appropriate in the Bank’s judgment. The Borrower
understands and agrees that any Environmental Report or other information regarding a site visit,
observation or testing that is disclosed to the Borrower by the Bank or its agents and representatives is to
be evaluated (including any reporting or other disclosure obligations of the Borrower) by the Borrower
without advice or assistance from the Bank.

6A.5 Unsecured Obligation; Continuation of Indemnity. Notwithstanding any provision in
the deed of trust or mortgage encumbering any real property of the Borrower, the Borrower’s obligations
to the Bank under this Article are not secured by such real property. The Borrower’s obligations to the
Bank under this Article, except the obligation to give notices to the Bank, shall survive termination of this
Agreement, repayment of the Borrower’s obligations to the Bank under this Agreement, and foreclosure
of the deed of trust or mortgage encumbering the real property or similar proceedings.

6A.6 Definition of Hazardous Substances. “Hazardous substances” means any substance,
material or waste that is or becomes designated or regulated as “toxic,” “hazardous,” “pollutant,” or
“contaminant” or a similar designation or regulation under any current or future federal, state or local law
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(whether under common law, statute, regulation or otherwise) or judicial or administrative interpretation
of such, including without limitation petroleum or natural gas.

6A.7 Continuing Obligation. The Borrower’s obligations to the Bank under this Article,
except the obligation to give notices to the Bank, shall survive termination of this Agreement and
repayment of the Borrower’s obligations to the Bank under this Agreement.

7. DEFAULT AND REMEDIES

If any of the following events of default occurs, the Bank may do one or more of the following
declare the Borrower in default, stop making any additional credit available to the Borrower, and require
the Borrower to repay its entire debt immediately and without prior notice. If an event which, with notice
or the passage of time, will constitute an event of default has occurred and is continuing, the Bank has no
obligation to make advances or extend additional credit under this Agreement. In addition, if any event of
default occurs, the Bank shall have all rights, powers and remedies available under any instruments and
agreements required by or executed in connection with this Agreement, as well as all rights and remedies
available at law or in equity. If an event of default occurs under the paragraph entitled “Bankruptcy,”
below, With respect to the Borrower, then the entire debt outstanding under this Agreement will
automatically be due immediately.

7.1 Failure to Pay. The Borrower fails to make a payment under this Agreement when due.

7.2 Other Bank Agreements. Any default occurs under any other agreement the Borrower
(or any Obligor) or any of the Borrower’s related entities or affiliates has with the Bank or any affiliate of
the Bank. For purposes of this Agreement, “Obligor’’ shall mean any guarantor, any party pledging
collateral to the Bank, or, if the Borrower is comprised of the trustees of a trust, any trustor.

7.3 Cross-default. Any default occurs under any agreement in connection with any credit
the Borrower (or any Obligor) or any of the Borrower’s related entities or affiliates has obtained from
anyone else or which the Borrower (or any Obligor) or any of the Borrower’s related entities or affiliates
has guaranteed.

7.4 False Information. The Borrower or any Obligor has given the Bank false or misleading
information or representations.

7.5 Bankruptcy. The Borrower, any Obligor, or any general partner of the Borrower or of
any Obligor files a bankruptcy petition, a bankruptcy petition is filed against any of the foregoing parties,
or the Borrower, any Obligor, or any general partner of the Borrower or of any Obligor makes a general
assignment for the benefit of creditors.

7.6 Receivers. A receiver or similar official is appointed for a substantial portion of the
Borrower’s, or any Obligor’s, business, or the business is terminated, or, if any Obligor is anything other
than a natural person, such Obligor is liquidated or dissolved.

7.7 Lawsuits. Any lawsuit or lawsuits are filed on behalf of one or more trade creditors
against the Borrower or any Obligor in an aggregate amount of One Million and 00/100 Dollars
($1,000,000.00) or more in excess of any insurance coverage.

7.8 Judgments. Any judgments or arbitration awards are entered against the Borrower or
any Obligor, or the Borrower or any Obligor enters into any settlement agreement with respect to any
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litigation or arbitration, in an aggregate amount of Five Hundred Thousand and 00/100 Dollars
($500,000.00) or more in excess of any insurance coverage.

7.9 Material Adverse Change. A material adverse change occurs, or is reasonably likely to
occur, in the Borrower’s (or any Obligor’s) business condition (financial or otherwise), operations,
properties or prospects, or ability to repay the credit.

7.10 Government Action. Any government authority takes action that the Bank believes
materially adversely affects the Borrower’s, or any Obligor’s, financial condition or ability to repay.

7.11 Default under Related Documents. Any default occurs under any guaranty,
subordination agreement, security agreement, deed of trust, mortgage, or other document required by or
delivered in connection with this Agreement or any such document is no longer in effect, or any guarantor
purports to revoke or disavow the guaranty.

7.12 ERISA Plans. Any one or more of the following events occurs with respect to a Plan of
the Borrower subject to Title IV of ERISA, provided such event or events could reasonably be expected,
in the judgment of the Bank, to subject the Borrower to any tax, penalty or liability (or any combination
of the foregoing) which, in the aggregate, could have a material adverse effect on the financial condition
of the Borrower:

(a) A reportable event shall occur under Section 4043(c) of ERISA with respect to a
Plan.

(b) Any Plan termination (or commencement of proceedings to terminate a Plan) or
the full or partial withdrawal from a Plan by the Borrower or any ERISA
Affiliate.

7.13 Other Breach Under Agreement. A default occurs under any other term or condition of
this Agreement not specifically referred to in this Article. This includes any failure or anticipated failure
by the Borrower (or any other party named in the Covenants section) to comply with the financial
covenants set forth in this Agreement, whether such failure is evidenced by financial statements delivered
to the Bank or as otherwise known to the Borrower or the Bank.

8. ENFORCING THIS AGREEMENT, MISCELLANEOUS

8.1 GAAP. Except as otherwise stated in this Agreement, all financial information provided
to the Bank and all financial covenants will be made under generally accepted accounting principles,
consistently applied.

8.2 Governing Law. This Agreement shall be governed by and construed in accordance
with the laws of California. To the extent that the Bank has greater rights or remedies under federal law,
whether as a national bank or otherwise, this paragraph shall not be deemed to deprive the Bank of such
rights and remedies as may be available under federal law.

8.3 Successors and Assigns. This Agreement is binding on the Borrower’s and the Bank’s
successors and assignees. The Borrower agrees that it may not assign this Agreement without the Bank’s
prior consent. The Bank may sell participations in or assign this loan, and may exchange information
about the Borrower (including, without limitation, any information regarding any hazardous substances)
with actual or potential participants or assignees. If a participation is sold or the loan is assigned, the
purchaser will have the right of set-off against the Borrower.

WWH000563



18

CHAR1\1344543v6

8.4 Dispute Resolution Provision. This paragraph, including the subparagraphs below, is
referred to as the “Dispute Resolution Provision”. This Dispute Resolution Provision is a material
inducement for the parties entering into this agreement.

(a) This Dispute Resolution Provision concerns the resolution of any controversies
or claims between the parties, whether arising in contract, tort or by statute,
including but not limited to controversies or claims that arise out of or relate to
(i) this Agreement (including any renewals, extensions or modifications), or (ii)
any document related to this Agreement (collectively a “Claim”). For the
purposes of this Dispute Resolution Provision only, the term “parties” shall
include any parent corporation, subsidiary or affiliate of the Bank involved in the
servicing, management or administration of any obligation described or
evidenced by this Agreement.

(b) At the request of any party to this Agreement, any Claim shall be resolved by
binding arbitration in accordance with the Federal Arbitration Act (Title 9, U.S.
Code) (the “Act”). The Act will apply even though this Agreement provides that
it is governed by the law of a specified state.

(c) Arbitration proceedings will be determined in accordance with the Act, the then-
current rules and procedures for the arbitration of financial services disputes of
the American Arbitration Association or any successor thereof (“AAA”), and the
terms of this Dispute Resolution Provision. In the event of any inconsistency, the
terms of this Dispute Resolution Provision shall control. If AAA is unwilling or
unable to (i) serve as the provider of arbitration or (ii) enforce any provision of
this arbitration clause, the Bank may designate another arbitration organization
with similar procedures to serve as the provider of arbitration.

(d) The arbitration shall be administered by AAA and conducted, unless otherwise
required by law, in any U.S. state where real or tangible personal property
collateral for this credit is located or if there is no such collateral, in the state
specified in the governing law section of this agreement. All Claims shall be
determined by one arbitrator, however, if Claims exceed Five Million Dollars
($5,000,000), upon the request of any party, the Claims shall be decided by three
arbitrators. All arbitration hearings shall commence within ninety (90) days of
the demand for arbitration and close within ninety (90) days of commencement
and the award of the arbitrator(s) shall be issued within thirty (30) days of the
close of the hearing. However, the arbitrator(s), upon a showing of good cause,
may extend the commencement of the hearing for up to an additional sixty (60)
days. The arbitrator(s) shall provide a concise written statement of reasons for
the award. The arbitration award may be submitted to any court having
jurisdiction to be confirmed and have judgment entered and enforced.

(e) The arbitrator(s) will give effect to statutes of limitation in determining any
Claim and shall dismiss the arbitration if the Claim is barred under the applicable
statutes of limitation. For purposes of the application of any statutes of
limitation, the service on AAA under applicable AAA rules of a notice of Claim
is the equivalent of the filing of a lawsuit. Any dispute concerning this
arbitration provision or whether a Claim is arbitrable shall be determined by the
arbitrator(s), except as set forth at subparagraph (j) of this Dispute Resolution
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Provision. The arbitrator(s) shall have the power to award legal fees pursuant to
the terms of this Agreement.

(f) The procedure described above will not apply if the Claim, at the time of the
proposed submission to arbitration, arises from or relates to an obligation to the
Bank secured by real property. In this case, all of the parties to this Agreement
must consent to submission of the Claim to arbitration.

(g) To the extent any Claims are not arbitrated, to the extent permitted by law the
Claims shall be resolved in court by a judge without a jury, except any Claims
which are brought in California state court shall be determined by judicial
reference as described below.

(h) Any Claim which is not arbitrated and which is brought in California state court
will be resolved by a general reference to a referee (or a panel of referees) as
provided in California Code of Civil Procedure Section 638. The referee (or
presiding referee of the panel) shall be a retired Judge or Justice. The referee (or
panel of referees) shall be selected by mutual written agreement of the parties. If
the parties do not agree, the referee shall be selected by the Presiding Judge of
the Court (or his or her representative) as provided in California Code of Civil
Procedure Section 638 and the following related sections. The referee shall
determine all issues, whether of fact or law, in accordance with existing
California law and the California rules of evidence and civil procedure. The
referee shall be empowered to enter equitable as well as legal relief, provide all
temporary or provisional remedies, enter equitable orders that will be binding on
the parties and rule on any motion which would be authorized in a trial, including
without limitation motions for summary judgment or summary adjudication. The
award that results from the decision of the referee(s) will be entered as a
judgment in the court that appointed the referee, in accordance with the
provisions of California Code of Civil Procedure Sections 644(a) and 645. The
parties reserve the right to seek appellate review of any judgment or order,
including but not limited to, orders pertaining to class certification, to the same
extent permitted in a court of law.

(i) This Dispute Resolution Provision does not limit the right of any party to: (i)
exercise self-help remedies, such as but not limited to, setoff; (ii) initiate judicial
or non-judicial foreclosure against any real or personal property collateral; (iii)
exercise any judicial or power of sale rights, or (iv) act in a court of law to obtain
an interim remedy, such as but not limited to, injunctive relief, writ of possession
or appointment of a receiver, or additional or supplementary remedies. The filing
of a court action is not intended to constitute a waiver of the right of any party,
including the suing party, thereafter to require submittal of the Claim to
arbitration or judicial reference.

(j) Any arbitration or court trial (whether before a judge or jury or pursuant to
judicial reference) of any Claim will take place on an individual basis without
resort to any form of class or representative action (the “Class Action
Waiver”). The Class Action Waiver precludes any party from participating in or
being represented in any class or representative action regarding a
Claim. Regardless of anything else in this Dispute Resolution Provision, the
validity and effect of the Class Action Waiver may be determined only by a court

WWH000565



20

CHAR1\1344543v6

or referee and not by an arbitrator. The parties to this Agreement acknowledge
that the Class Action Waiver is material and essential to the arbitration of any
disputes between the parties and is nonseverable from the agreement to arbitrate
Claims. If the Class Action Waiver is limited, voided or found unenforceable,
then the parties’ agreement to arbitrate shall be null and void with respect to such
proceeding, subject to the right to appeal the limitation or invalidation of the
Class Action Waiver. The Parties acknowledge and agree that under no
circumstances will a class action be arbitrated.

(k) By agreeing to binding arbitration or judicial reference, the parties irrevocably and
voluntarily waive any right they may have to a trial by jury as permitted by law in
respect of any Claim. Furthermore, without intending in any way to limit this
Dispute Resolution Provision, to the extent any Claim is not arbitrated or submitted
to judicial reference, the parties irrevocably and voluntarily waive any right they
may have to a trial by jury to the extent permitted by law in respect of such
Claim. This waiver of jury trial shall remain in effect even if the Class Action
Waiver is limited, voided or found unenforceable. WHETHER THE CLAIM IS
DECIDED BY ARBITRATION, BY JUDICIAL REFERENCE, OR BY
TRIAL BY A JUDGE, THE PARTIES AGREE AND UNDERSTAND
THAT THE EFFECT OF THIS AGREEMENT IS THAT THEY ARE
GIVING UP THE RIGHT TO TRIAL BY JURY TO THE EXTENT
PERMITTED BY LAW.

8.5 Severability, Waivers. If any part of this Agreement is not enforceable, the rest of the
Agreement may be enforced. The Bank retains all rights, even if it makes a loan after default. If the
Bank waives a default, it may enforce a later default. Any consent or waiver under this Agreement must
be in writing.

8.6 Attorneys’ Fees. The Borrower shall reimburse the Bank for any reasonable costs and
attorneys’ fees incurred by the Bank in connection with the enforcement or preservation of any rights or
remedies under this Agreement and any other documents executed in connection with this Agreement,
and in connection with any amendment, waiver, “workout” or restructuring under this Agreement. In the
event of a lawsuit or arbitration proceeding, the prevailing party is entitled to recover costs and reasonable
attorneys’ fees incurred in connection with the lawsuit or arbitration proceeding, as determined by the
court or arbitrator. In the event that any case is commenced by or against the Borrower under the
Bankruptcy Code (Title 11, United States Code) or any similar or successor statute, the Bank is entitled to
recover costs and reasonable attorneys’ fees incurred by the Bank related to the preservation, protection,
or enforcement of any rights of the Bank in such a case. As used in this paragraph, “attorneys’ fees”
includes the allocated costs of the Bank’s inhouse counsel.

8.7 Set-Off

(a) In addition to any rights and remedies of the Bank provided by law, upon the
occurrence and during the continuance of any event of default under this
Agreement, the Bank is authorized, at any time, to set-off and apply any and all
Deposits of the Borrower or any Obligor held by the Bank against any and all
Obligations owing to the Bank. The set-off may be made irrespective of whether
or not the Bank shall have made demand under this Agreement or any guaranty,
and although such Obligations may be contingent or unmatured or denominated
in a currency different from that of the applicable Deposits.
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(b) The set-off may be made without prior notice to the Borrower or any other party,
any such notice being waived by the Borrower (on its own behalf and on behalf
of each Obligor) to the fullest extent permitted by law. The Bank agrees
promptly to notify the Borrower after any such set-off and application, provided,
however, that the failure to give such notice shall not affect the validity of such
set-off and application.

(c) For the purposes of this paragraph, “Deposits” means any deposits (general or
special, time or demand, provisional or final, individual or joint) and any
instruments owned by the Borrower or any Obligor which come into the
possession or custody or under the control of the Bank. “Obligations” means all
obligations, now or hereafter existing, of the Borrower to the Bank under this
Agreement and under any other agreement or instrument executed in connection
with this Agreement, and the obligations to the Bank of any Obligor.

8.8 One Agreement. This Agreement and any related security or other agreements required
by this Agreement, collectively:

(a) represent the sum of the understandings and agreements between the Bank and
the Borrower concerning this credit,

(b) replace any prior oral or written agreements between the Bank and the Borrower
concerning this credit, and

(c) are intended by the Bank and the Borrower as the final, complete and exclusive
statement of the terms agreed to by them.

In the event of any conflict between this Agreement and any other agreements required by this
Agreement, this Agreement will prevail. Any reference in any related document to a “promissory note”
or a “note” executed by the Borrower and dated as of the date of this Agreement shall be deemed to refer
to this Agreement, as now in effect or as hereafter amended, renewed, or restated.

8.9 Indemnification. The Borrower will indemnify and hold the Bank harmless from any
loss, liability, damages, judgments, and costs of any kind relating to or arising directly or indirectly out of
(a) this Agreement or any document required hereunder, (b) any credit extended or committed by the
Bank to the Borrower hereunder, and (c) any litigation or proceeding related to or arising out of this
Agreement, any such document, or any such credit. This indemnity includes but is not limited to
attorneys’ fees (including the allocated cost of in-house counsel). This indemnity extends to the Bank, its
parent, subsidiaries and all of their directors, officers, employees, agents, successors, attorneys, and
assigns. This indemnity will survive repayment of the Borrower’s obligations to the Bank. All sums due
to the Bank hereunder shall be obligations of the Borrower, due and payable immediately without
demand.

8.10 Notices. Unless otherwise provided in this Agreement or in another agreement between
the Bank and the Borrower, all notices required under this Agreement shall be personally delivered or
sent by first-class mail, postage prepaid, or by overnight courier, to the addresses on the signature page of
this Agreement, or sent by facsimile to the fax numbers listed on the signature page, or to such other
addresses as the Bank and the Borrower may specify from time to time in writing. Notices and other
communications shall be effective (i) if mailed, upon the earlier of receipt or five (5) days after deposit in
the US mail, first-class, postage prepaid, (ii) if telecopied, when transmitted, or (iii) if handdelivered, by
courier or otherwise (including telegram, lettergram or mailgram), when delivered.
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8.11 Headings. Article and paragraph headings are for reference only and shall not affect the
interpretation or meaning of any provisions of this Agreement.

8.12 Counterparts. This Agreement may be executed in as many counterparts as necessary
or convenient, and by the different parties on separate counterparts each of which, when so executed,
shall be deemed an original but all such counterparts shall constitute but one and the same agreement.

8.13 Borrower Information; Reporting to Credit Bureaus. The Borrower authorizes the
Bank at any time to verify or check any information given by the Borrower to the Bank, check the
Borrower’s credit references, verify employment, and obtain credit reports. The Borrower agrees that the
Bank shall have the right at all times to disclose and report to credit reporting agencies and credit rating
agencies such information pertaining to the Borrower and/or all guarantors as is consistent with the
Bank’s policies and practices from time to time in effect.

[SIGNATURE PAGES FOLLOW
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December 21, 2010 

Carlyle Infrastructure Partners, L.P. 
1001 Pennsylvania Avenue, NW 
Washington, DC 20004-2505 
Attention:  Robert Dove  

Gentlemen: 

This letter sets forth the terms of our agreement regarding the rights of Henry H. 
Wheeler, Jr. (“Wheeler”) to lend funds to Park Water Company (“Park”) following the closing of 
the contemplated merger transaction (the “Merger”) among Park and certain affiliates of Carlyle 
Infrastructure Partners, L.P. (“Carlyle”).  This Agreement has been negotiated concurrently with 
and as part of the negotiations between Wheeler and Carlyle for Wheeler’s sale of Park to 
Carlyle pursuant to an Agreement and Plan of Merger being executed concurrently herewith (the 
“Merger Agreement”).  Capitalized terms shall have the meaning as defined in the Merger 
Agreement unless separately defined herein.  The terms of our Agreement are as follows: 

1. Within five years following the Effective Time, Park and Carlyle will use their
commercially reasonable efforts to offer Wheeler the opportunity to lend up to $20 million to 
Park (the “Wheeler Loans”) through the issuance of first mortgage bonds, secured loans or other 
debt facilities on terms mutually agreed upon by Park and Wheeler and at market rates or at rates 
that are preferential to Park.  The parties expect that the repayment term of any Park debt under 
the Wheeler Loans will be between 20 and 30 years, provided that the structure of any Park 
financing, including the tenor and repayment terms, will be determined by Park in its reasonable 
discretion based on then-current market conditions.  The Wheeler Loans shall comply with 
Park’s other existing indebtedness and other contractual arrangements and will not require Park 
to seek any consent, amendment or waiver of any provision of any such indebtedness or other 
contracts, that would result in the modification of any such indebtedness or other contracts. 

2. Within 24 months following the Effective Time, Park and Carlyle will use their
commercially reasonable efforts to offer Wheeler the opportunity to lend Park approximately 
$7.5 million of the $20 million Wheeler Loans through the issuance of Park’s first mortgage 
bonds, secured loans or other debt facilities on terms mutually agreed to by Park and Wheeler 
and at market rates or at rates that are preferential to Park. 

3. Any first mortgage bonds issued to Wheeler pursuant to the Wheeler Loans will
be issued under Park’s then current Indenture. 

4. If Park issues debt to a syndicate of lenders, Park will use commercially
reasonable efforts to offer Wheeler the opportunity to lend funds to Park on the same terms and 
conditions applicable to the other members of the syndicate, provided that Wheeler would not be 
entitled to any upfront, underwriting, arranging or similar fees or discounts, and, in order to 
ensure that pricing of such syndicated debt is arms length, any opportunity to join such syndicate 
would be offered to Wheeler only after pricing for such syndicated debt had been established. 

WWH000571



Carlyle Infrastructure Partners, L.P. 
December 21, 2010 
Page 2 

Wheeler acknowledges that it is customary in syndicated lending facilities to exclude natural 
persons from the definition of eligible lenders and Wheeler may be required to make his loan 
through a corporate or partnership entity.  In addition, Wheeler agrees that Carlyle and Park shall 
be permitted to disclose Wheeler’s potential participation in a syndicate to other prospective 
lenders. 

5. The terms and conditions of all Park borrowings from Wheeler pursuant to the
Wheeler Loans will be subject to the prior approval of the California Public Utilities 
Commission (the “PUC”).  Park will use its commercially reasonable efforts to obtain such 
approval and Wheeler agrees to cooperate with Park as reasonably requested in connection with 
Park’s application to the PUC for such approval. 

6. Notwithstanding the foregoing, the parties acknowledge that the timing and
amount of any borrowings by Park will be based upon Park’s actual capital needs, and nothing in 
this Agreement will be deemed to obligate Carlyle or Park to offer Wheeler the opportunity to 
make Wheeler Loans unless and to the extent that borrowing pursuant to such loans is consistent 
with Park’s actual capital needs. 

7. This Agreement shall only be effective as of the Effective Time of the Merger.

8. This Agreement is personal to Wheeler and shall not be assignable by him to any
Person other than to the Henry H. Wheeler, Jr. Trust, as amended, whose Trustee is Henry H. 
Wheeler, Jr.; provided that as contemplated in section 4 above, any corporation or partnership 
wholly-owned by Wheeler and the Henry H. Wheeler, Jr. Trust, as amended, may be a lender. 
This Agreement shall inure to the benefit of and be binding upon any successor or assign of Park 
or Carlyle. 

9. This Agreement constitutes the entire agreement between the parties hereto
relating to the subject matter hereof and supersedes any prior understandings, agreements or 
representations by or between such parties, written or oral, that may have related in any way to 
the subject matter hereof. 

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

11. All notices, requests, demands, claims and other communications which are
required or may be given under this Agreement shall be in writing and shall be deemed to have 
been duly given when received if personally delivered; when transmitted if transmitted by 
facsimile (with written confirmation of transmission); the first Business Day, after it is sent, if 
sent for next day delivery to a domestic address by recognized overnight delivery service (e.g., 
Federal Express); and five Business Days after the date mailed by certified or registered mail, 
postage prepaid, if sent by certified or registered mail, return receipt requested.  In each case 
notice shall be sent to: 
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If to Wheeler: 

c/o Nyri Wheeler 

. 

If to Park: 

Park Water Company 
9750 Washburn Road 
Downey, CA 90241-7002 
Facsimile No.:  (562) 923-1186 
Attention:  Christopher Schilling 

If to Carlyle: 

Carlyle Infrastructure Partners, L.P. 
1001 Pennsylvania Avenue, NW 
Washington, DC 20004-2505 
Attention:  Robert Dove 
Facsimile No.:  (202) 347-1818 

Any party hereto may send any notice, request, demand, claim or other communication 
hereunder to the intended recipient at the address set forth above using any other means, but no 
such notice, request, demand, claim or other communication shall be deemed to have been duly 
given unless and until it actually is received by the intended recipient.  Any party hereto may 
change the address or facsimile number to which notices, requests, demands, claims, and other 
communications hereunder are to be delivered by giving each other party notice in the manner 
herein set forth. 

12. This Agreement (and any claim or controversy arising out of or relating to this
Agreement) shall be governed by and construed in accordance with the domestic Laws of the 
State of California without giving effect to any choice or conflict of law provision or rule that 
would cause the application of the laws of any jurisdiction other than the State of California. 

13. This Agreement may not be amended except in a written instrument executed by
the parties hereto.  No amendment, supplement, modification or waiver of this Agreement shall 
be binding unless executed in writing by the party hereto to be bound thereby. 

[SIGNATURE PAGE FOLLOWS] 
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ALJ/DUG/lil Date of Issuance 12/2/2011 

Decision 11-12-007  December 1, 2011

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of Western Water Holdings, LLC, 
PWC Merger Sub, Inc., Park Water Company 
(U314W) and Apple Valley Ranchos Water 
Company (U346W) for Authority for Western 
Water Holdings, LLC to Acquire and Control 
Park Water Company and Apple Valley 
Ranchos Water Company. 

Application 11-01-019 
(Filed January 21, 2011) 

DECISION CONDITIONALLY APPROVING THE APPLICATION  
FOR AUTHORITY FOR WESTERN WATER HOLDINGS, LLC, CARLYLE 

INFRASTRUCTURE PARTNERS WESTERN WATER L.P., AND CARLYLE 
INFRASTRUCTURE PARTNERS L.P. TO ACQUIRE AND CONTROL PARK 
WATER COMPANY AND APPLE VALLEY RANCHOS WATER COMPANY 
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DECISION CONDITIONALLY APPROVING THE APPLICATION  
FOR AUTHORITY FOR WESTERN WATER HOLDINGS, LLC, CARLYLE 

INFRASTRUCTURE PARTNERS WESTERN WATER L.P., AND CARLYLE 
INFRASTRUCTURE PARTNERS L.P. TO ACQUIRE AND CONTROL PARK 
WATER COMPANY AND APPLE VALLEY RANCHOS WATER COMPANY 

1. Summary
Today’s decision conditionally approves the transfer of control of Park

Water Company (Park) and Apple Valley Ranchos Water Company (Ranchos) to 

Western Water Holdings LLC.  The latter is wholly-owned by Carlyle 

Infrastructure Partners Western Water L.P., which in turn is wholly-owned by 

Carlyle Infrastructure Partners L.P.  The decision adopts a proposed settlement 

between all the applicants and the Division of Ratepayer Advocates; we 

incorporate the proposed terms and conditions of the proposed settlement after 

we clarify that none of the conditions may be viewed as limiting the 

Commission’s future discretion.  We expand upon the requirement in the 

proposed settlement imposing a clarified condition that Western Water 

Holdings LLC must preserve and maintain certain water rights held by Ranchos 

based upon our clear record concerning those rights.  Finally, we also require as 

a condition of approval that Carlyle Infrastructure Partners L.P., a limited life 

entity, must file an application with a specific plan for the future disposition of 

Park and Ranchos no later than 18 months before Carlyle Infrastructure 

Partners L.P. is dissolved, or otherwise terminated, or modified.  

This decision changes no rates or charges and the proceeding is closed.  

2. Background
Park Water Company (Park) wholly-owns and operates Apple Valley

Ranchos Water Company (Ranchos).  Both are Class A water utilities regulated 

by the California Public Utilities Commission.  Western Water Holdings LLC, 
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PWC Merger Sub, Inc. (Merger Sub), Park and Ranchos (collectively Applicants) 

filed this joint application seeking Commission authorization for Merger Sub to 

merge with and into Park, and for Western Water Holdings LLC to thereby 

acquire and control, directly or indirectly, Park and Ranchos (the Transaction).  

Both Merger Sub and Western Water Holdings LLC are wholly-owned 

subsidiaries of Carlyle Infrastructure Partners Western Water L.P. (CIP Western 

Water), which is wholly-owned by a group of investment fund vehicles 

associated with Carlyle Infrastructure Partners L.P. (collectively Carlyle 

Infrastructure).  (Application at 1.)1  Park will be the surving entity post-merger 

as a wholly-owned subsidiary of Western Water Holdings LLC, which will own 

100% of the outstanding stock of Park.  Park will continue to won Ranchos.  

(Application 2, 10.)  As further explained in the application, this transfer is 

intended to provide an orderly transition from the close control of Park by an 

individual, Mr. Henry Wheeler, to a new owner, Western Water Holdings LLC.  

As used in this decision, these various related acquiring entities are referred to 

collectively as “Carlyle.”   

As discussed further in today’s decision, the Commission’s Division of 

Ratepayer Advocates (DRA) reviewed the transaction and entered into a 

proposed settlement with the Applicants.  There is no other testimony, evidence, 

or filing offered by DRA except for the proposed settlement and DRA’s initial 

protest.  

1 The application further says that Carlyle Infrastructure Partners, L.P., “and the 
associated investment fund vehicles that together comprise Carlyle Infrastructure [are 
all] privately held Delaware limited partnerships.”  (Application at 6.) 
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The Town of Apple Valley (Town) also protested the application and filed 

comments on the proposed settlement.  As a result, we investigated whether the 

proposed transfer of Ranchos, which serves Town, would place at risk of 

impairment or loss valuable water rights held by Ranchos.  The security and 

preservation of those rights is discussed further, below.  Town also expressed 

concern whether Carlyle, as the new owner, would provide adequate 

infrastructure investment for Ranchos to provide safe and reliable service.  We 

discuss this concern below. 

Several additional entities filed protests and were consequently granted 

party status.  They did not participate in the settlement conference required by 

our rules when Applicants and DRA noticed a proposed settlement and did not 

file comments on the motion for the adoption of the settlement although they 

remain on the service list as parties.    

3. Standards of Review
In this proceeding, there are two relevant standards of review.  The

primary standard concerns the requested relief.  Applicants bear the burden of 

proof to show that the regulatory relief they request is just and reasonable.  In 

order to authorize the proposed transfer of control over Park and Ranchos the 

Commission must find that the transaction satisfies the standard of review 

applicable to transfers, which we describe in section 3.1 below. 

The second standard of review, which we describe in section 3.2 below, 

concerns the settlement between Applicants and DRA.  In general, a settlement 

should help the Commission to determine whether the requested relief is 

justified.  Thus, a settlement may propose responses intended to satisfy 

objections to the requested relief.  Here, the settlement provides various 

conditions and commitments to which Applicants agree, and which attempt to 
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address objections raised in protests by DRA, Town, and others.  In essence, the 

Commission will find that the settlement should be approved to the extent we 

are satisfied it fairly resolves those objections. 

3.1. Standard of Review for a Transfer of  
Control by Acquisition 

We begin our analysis by summarizing the statutes with most direct 

bearing on whether this merger and transfer of control is consistent with the law 

and in the public interest.  Pub. Util. Code § 851, in relevant part, requires 

Commission approval before a public utility may sell the whole or any part of its 

system and § 852 requires a public utility to secure Commission authority before 

acquiring any capital stock of any other public utility; § 854(a) requires 

Commission authorization before any person or corporation may acquire or 

merge with any public utility.  These two sections apply if the acquiring entity is 

already a utility and are therefore relevant to other comparable recent examples 

of transfers of control discussed below.  However, clearly applicable here as well 

as in the recent comparable transfers, § 854(d) requires the Commission to 

consider reasonable “options” to the applicants’ proposal recommended by other 

parties, in order to determine whether comparable short-term and long-term 

economic savings can be achieved  through other means while avoiding the 

possible adverse consequences of the proposal.  The Commission has long 

interpreted the above code sections to prohibit acquisitions, mergers, and 

transfers of control unless the Commission finds the proposed transaction to be 

in the public interest.   

In order to determine whether the proposed transaction is in the public 

interest, we note that the Commission has used both the “ratepayer indifference 

standard” (i.e., a showing that no negative effects result from the change of 
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control), and a net benefit standard (i.e., a showing that the transaction offers 

ratepayers some equitable share of the benefits the transaction will generate).  

(Compare D.00-05-047, 2000 Cal.PUC LEXIS 314, concerning California Water 

Services Company’s purchase of Dominguez Water Company, et al. 

(CWS/Dominguez) with D.01-09-057, 2001 Cal. PUC LEXIS 826, concerning 

California American Water Company’s acquisition of the water utility operations 

of Citizens Utilities (CalAm/Citizens).) 

In D.00-05-047, the Commission approved the purchase under the 

ratepayer indifference standard.2  The dissent stated that approvals for transfers 

of utility property under § 851 et seq. should include a finding of ratepayer 

benefit.  (See D.00-05-047, 2000 Cal. PUC LEXIS 314 **60-61.)  The dissent also 

stated that while it was not necessary to address the public interest 

considerations listed in Pub. Util. Code § 854(b) and § 854(c), since these sections 

do not apply by their terms to water utilities, this itemization of issues may 

inform the Commission’s deliberations on how to strike the public interest 

balance.  (Id. at note 2.)  

In the Cal-Am/Citizens matter, the Commission concluded that, for an 

acquisition subject to § 27203 to be in the public interest under § 851 and § 854(a), 

it must offer ratepayers an equitable share of the benefits the transaction will 

2 Decision (D.) 00-09-042, which denied rehearing of D.00-05-047, concluded that 
D.00-05-047, although expressly relying only on ratepayer indifference, also satisfied the 
more stringent ratepayer benefit standard by finding definite, quantifiable benefits 
flowing from the purchase. 
3 Section 2720 is part of the Public Water Systems Investment and Consolidation Act of 
1997 (Pub. Util. Code § 2718 et seq.), which sets out a procedure for establishing rates at 
fair market value following the completion and approval of an acquisition of a public 
water system by a regulated water utility. 
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generate.  (See D.01-09-057, 2001 Cal. PUC LEXIS 826, * 107, Conclusion of 

Law 8).  The Commission also concluded that while § 854(b) and § 854(c) do not 

by their terms apply to water utilities, the Commission may, but need not, 

consider the extent to which the factors set forth in those sections bear on the 

public interest.  (Id. at Conclusion of Law 9.)  Section 2720 does not apply to the 

proposed transfer of control because Carlyle is not a water corporation.  

Accordingly, here we will apply the ratepayer indifference standard. 

3.1.1. Analysis 
Both Cal-Am/Citizens and CWS/Dominguez differ from this proceeding 

in one important respect.  The Cal-Am/Citizens and CWS/Dominguez 

transactions involved the merger of California water utilities, and the applicants 

in those proceedings projected operational and administrative synergies from the 

merger of the affected entities.  In this proceeding, applicants are not merging 

California water utilities; rather, this transaction involves an acquisition at a 

holding company level by Carlyle.  For that reason, applicants cannot 

demonstrate that the transaction will eliminate redundancies; rather, they project 

Park and Ranchos will operate in a business-as-usual fashion and current senior 

management remains in place.  The primary benefit of this transfer is to provide 

a new stable ownership group to replace the principal owner, a person over 

80 years old who wishes to relinquish control of the utilities.   

Pub. Util. Code § 854(b) and (c) are applicable to certain mergers, 

acquisitions, or changes in control involving electric, gas or telephone utilities 

and are not by their terms applicable to this proceeding involving a water utility.  

However, as stated above, the Commission occasionally considers factors 

mentioned in those statutes even when, strictly speaking, the statutes do not 

apply, to determine if a proposed transaction is in the public interest.  

WWH000588



A.11-01-019  ALJ/DUG/lil

- 8 - 

Accordingly, Applicants were directed by the Judge at the prehearing conference 

to demonstrate whether this transaction could satisfy the public interest test of 

§ 854(c).

Applicants filed Supplementary Information on March 11, 2011 

(Supplement 1) responding to the applicability of eight criteria enumerated in 

§ 854(c).

(1) Maintain or improve the financial condition of the resulting 
public utility doing business in the state.  

(2) Maintain or improve the quality of service to public utility 
ratepayers in the state. 

(3) Maintain or improve the quality of management of the 
resulting public utility doing business in the states. 

Applicants’ response is persuasive that an orderly transfer from 

Henry Wheeler to Carlyle, and retaining existing managers and staff, will 

provide stability, expertise, and access to the capital markets, so that Park and 

Ranchos should remain financially healthy and provide reliable service.  

(Supplement 1 at 3 - 5.)  Therefore we find no adverse consequences under these 

provisions of § 854. 

(4) Be fair and reasonable to affected public utility employees, 
including both union and nonunion employees. 

Applicants argue persuasively that the non-union employees all remain 

employed as before and executives are to be retained so that no jobs will be lost 

and the stable ownership allows employees to expect secure employment.  

(Supplement 1 at 5.)  Therefore we find no adverse consequences under this 

provision of § 854. 
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(5) Be fair and reasonable to the majority of all affected public 
utility shareholders. 

Henry Wheeler’s family is the beneficial owner4 of all but a small minority 

of the stock held by the University of California.  No one objected to the 

proposed transfer and all shares will receive the same price.  The current stock is 

otherwise illiquid, with no market for the stock to trade.  Therefore applicants 

are persuasive that the proposed transfer is reasonable to current shareholders.  

(Supplement 1 at 6.)  Therefore we find no adverse consequences under this 

provision of § 854. 

(6) Be beneficial on an overall basis to state and local economies, 
and to the communities in the area served by the resulting 
public utility. 

Applicants argue persuasively that the local community will be well 

served by the continued operation of Park and Ranchos by the same managers 

and employees.  The new owners bring a strong financial basis to the operation 

and the utilities will therefore continue to serve the local communities.  

(Supplement 1 at 6-7.)  Therefore we find no adverse consequences under this 

provision of § 854(c). 

(7) Preserve the jurisdiction of the commission and the capacity 
of the commission to effectively regulate and audit public 
utility operations in the state. 

Applicants argue that there will be no change and we agree:  nothing 

about this approval in any way alters, limits, or changes the Commission’s 

authority to regulate Park and Ranchos.  As noted elsewhere in this decision, 

nothing in the settlement conditions proposed by Applicants and DRA can in 

4  Application at 2. 
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anyway be construed in the future to have limited or preapproved any action by 

the Commission.  Therefore we find no adverse consequences under this 

provision of § 854(c). 

(8) Provide mitigation measures to prevent significant adverse 
consequences which may result. 

No one has identified any adverse consequences except for Town’s 

concern over the integrity of water rights held by Ranchos.  As we find 

elsewhere, those water rights are unharmed by the transfer and the new owner 

of Ranchos, Carlyle, is not able to alter, transfer, or encumber those rights 

without Commission authority.  Therefore we find no adverse consequences 

under this provision of § 854(c).  

3.2. Standard of Review for a Proposed Settlement 
The Commission’s Rules of Practice and Procedure (Rules) specifically 

address the requirements for adoption of proposed settlements.  The relevant 

rules are Rule 12.1 Proposal of Settlemnts, and Rule 12.5 Adoption Binding, Not 

Precedential.5  Specifically, Rule 12.1 states in part: 

(a) Parties may, by written motion any time after the first 
prehearing conference and within 30 days after the last day of 
hearing, propose settlements on the resolution of any material 
issue of law or fact or on a mutually agreeable outcome to the 
proceeding.  Settlements need not be joined by all parties; 
however, settlements in applications must be signed by the 
applicant and, in complaints, by the complainant and defendant. 

The motion shall contain a statement of the factual and legal 
considerations adequate to advise the Commission of the scope 

5  http://docs.cpuc.ca.gov/published/RULES_PRAC_PROC/105138-
11.htm#P623_143939.  
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of the settlement and of the grounds on which adoption is urged.  
Resolution shall be limited to the issues in that proceeding and 
shall not extend to substantive issues which may come before the 
Commission in other or future proceedings. 

When a settlement pertains to a proceeding under a Rate Case 
Plan or other proceeding in which a comparison exhibit would 
ordinarily be filed, the motion must be supported by a 
comparison exhibit indicating the impact of the settlement in 
relation to the utility's application and, if the participating staff 
supports the settlement, in relation to the issues staff contested, 
or would have contested, in a hearing. 

(d) The Commission will not approve settlements, whether 
contested or uncontested, unless the settlement is reasonable in 
light of the whole record, consistent with law, and in the public 
interest. 

Rule 12.5 limits the future applicability of a settlement: 

Commission adoption of a settlement is binding on all parties to 
the proceeding in which the settlement is proposed.  Unless the 
Commission expressly provides otherwise, such adoption does 
not constitute approval of, or precedent regarding, any principle 
or issue in the proceeding or in any future proceeding. 

3.2.1. Analysis 
Based upon the record of this proceeding we find the settling parties 

complied with Rule 12.1(a) by making the appropriate filings and noticing a 

settlement conference.  Based upon our review of the settlement documents we 

find that they contain a statement of the factual and legal considerations 

adequate to advise the Commission of the scope of the settlement and of the 

grounds for its adoption; that the settlement was limited to the issues in this 

proceeding; therefore we are able to find that the settlement complies with 
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Rule 12.1(a), and is reasonable in light of the whole record, consistent with law, 

and in the public interest. 

Based upon our review of the settlement document we find, pursuant to 

Rule 12.5, that the proposed settlement would not unreasonably bind or 

otherwise impose a precedent in this or any future proceeding.  We wish to 

emphasize that none of the conditions agreed to by applicants as a part of the 

settlement prejudge or limit the Commission’s discretion in the future regulation 

of Park or Ranchos.   

We do adopt an additional requirement that Carlyle Infrastructure 

Partners L.P., a limited life entity, must file an application with a specific plan for 

the future disposition of Park and Ranchos no later than 18 months before 

Western Water Holdings LLC is dissolved, or otherwise terminated, or modified.  

This application also applies to any transfer of Western Water Holdings LLC 

assets to any other Carlyle entity.  With this additional requirement we find that 

we may adopt the terms and conditions of the proposed settlement and grant the 

transfer of control. 

4. Who Are the Applicants

4.1. Park and Ranchos
Rancho is a wholly-owned subsidiary of Park.  Both are Class A water

utilities subject to the Commission’s jurisdiction.  Park is owned and controlled 

by Henry Wheeler.  According to the application, he is in his eighties and now 

wishes to ensure an orderly and expeditious transfer of the companies to a new 

owner.  Under the proposed agreement, Wheeler will be retained as a consultant 

and will be allowed to participate in lending to Park and Ranchos.  These actions 

are addressed in the proposed settlement conditions and as found below we can 

adopt the settlement’s conditions as reasonable and in the public interest. 
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4.2. Carlyle 
This proposed transfer is unusual in that the proposed buyers of Park are 

not individuals, an existing utility, or any publicly traded company; also, the 

proposed buyers are, apart from this proceeding, otherwise previously unknown 

to the Commission.  We therefore have an affirmative obligation to understand 

who the principal entities are, namely, Western Water Holdings, LLC, CIP 

Western Water, and Carlyle Infrastructure proposing to acquire Park and 

Ranchos, and to determine whether they are appropriate entities to control a 

public utility. 

Carlyle Infrastructure Partners, L.P., “and the associated investment fund 

vehicles that together comprise Carlyle Infrastructure [are all] privately held 

Delaware limited partnerships.”  (Application at 6.)  In two additional 

Supplementary Responses dated April 28, 2011 (one public – Supplement 3 - and 

the other confidential – Supplement 4).  Applicants provided a detailed 

description of the organization of the Carlyle entities associated with this 

acquisition, including Holdings, Merger Sub, CIP Western, and Carlyle 

Infrastructure Partners L.P.  The confidential materials include organizational 

information, the detailed partnership agreements and much other data which 

demonstrate the organizational nature of the entities.  We agree with Carlyle’s 

request that this information remain confidential.   

We find based on our review of the filed materials that Carlyle is 

composed of properly organized legal entities that have the resources necessary 

to act as the 100% owner of two regulated utilities, Park and Ranchos.  No one 

has shown any cause in this proceeding why we should not find the underlying 

entities suitable to own and operate utilities to provide safe and reliable service. 
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5. Proposed Settlement Terms
Applicants and DRA proposed that the Commission approve the

transaction and, as a part of that proposal, offer specific conditions intended to 

protect the public interest.  We find these terms reasonable and adopt the 

settlement. 

5.1. Proposed Settlement’s Conditions  
A review of the terms of the proposed settlement (Attachment A) indicates 

that DRA was concerned with preserving regulatory oversight, avoiding any 

additional costs accruing to customers because of the merger, and the ongoing 

reasonable operation of both Park and Ranchos.  The proposed settlement, which 

we adopt, is attached to this decision.   

The proposed settlement, among other issues, addresses preserving or 

protecting for the ratepayers’ benefit the water rights held by Ranchos.  We 

discuss water rights elsewhere in greater detail where we independently 

emphasize in our order that those rights are unaffected by the transfer of control 

and that we retain and will exercise our full jurisdiction over those water rights.  

The proposed settlement also addresses the continued application of the 

Commission’s existing affiliate rules, and other regulatory policy matters which 

will continue to apply to Park, Ranchos, and the proposed owner, Carlyle.  We 

emphasize that nothing about the proposed settlement in any way limits the 

applicability of our previously adopted regulatory policies or reduces our 

oversight or our ability to adopt new or revised policies for any of these matters. 

The settlement arguably imposes no new obligation or duty on Park or 

Ranchos and therefore we need not recite the various terms in this order or 

discuss them further.  It does however demonstrate Carlyle is fully aware of and 

acknowledges the ongoing applicability of the regulatory practices and policies 
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alluded to in the settlement.  We find the terms reasonable and in the public 

interest.  We find that nothing in the terms restricts this Commission’s ongoing 

oversight or authority. 

Nothing requested in this application, or contained in the settlement, will 

increase rates to customers.  Both Park and Ranchos will continue to provide 

service under the terms and conditions of their existing tariffs.  Rates for Park 

and Ranchos will only change pursuant to the Commission’s review of 

subsequent rate applications and advice letters.   

5.2. Necessary Additional Conditions to Approval 
Beyond the undertakings of the application and the settlement, we find 

that it is necessary in light of the controversy described below, to  add as a 

condition of approval that Carlyle cannot encumber, diminish, or cause a loss of 

Ranchos’ existing water rights in the Mojave Basin without specific authority 

from this Commission.   

5.3. Ranchos’ Water Rights 
Ranchos holds water rights in the Mojave basin, subject to a water master 

and court adjudication.  Specifically, the Mojave Water Agency is a water agency 

created by California statute (the Mojave Water Agency Act) and has been 

appointed Watermaster by the Riverside Superior Court to “administer and 

enforce” an amended Judgment in the Mojave Basin Adjudication (City of 

Barstow v. City of Adelanto, Riverside Superior Court Case No. 208568).  Town 

argues the rights may be either lost due to the transfer under the terms of the 

controlling court order, or that Carlyle might try to sell the rights and then 

charge customers for higher cost replacement water.   

Town is concerned that the water rights held by Ranchos could be legally 

at risk because of the complex settlement applicable to water rights in the Mojave 
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basin.  Loss or impairment of the rights would inevitably lead to significantly 

higher costs for replacement water or even a permanent loss in available water.  

Applicants counter that there is no reasonable likelihood that the transfer of 

control, where the utility would continue in uninterrupted operation, would 

impair or result in the forfeiture of the water rights.   

By ruling dated March 24, 2011, the Judge directed the applicants to 

contact the legal counsel to the Mojave Water Agency to seek an opinion letter.  

The intent of the ruling was to have the opinion of Mojave Water Agency's legal 

counsel on the following questions: 

1. Is there any provision in the Judgment or the Mojave Water
Agency Act by which the Transaction will constitute a
transfer of Ranchos' water rights?

2. Is there any provision in the Judgment or the Mojave Water
Agency Act, or any other reason, that would require
approval by the Mojave Water Agency for the Transaction to
be effective?

3. Is there any provision in the Judgment or the Mojave Water
Agency Act by which the Transaction will encumber,
diminish, or cause a loss of Ranchos' water rights in the
Mojave Basin?  (Ruling at 3.)

Applicants provided an opinion letter dated April 27, 2011 from counsel to 

the Mojave Water Agency, William J. Brunick, Esq., with the firm Brunick, 

McElhaney & Beckett, in San Bernardino, Ca.  In that opinion counsel affirmed 

that the proposed Transaction would not constitute a transfer of the water right 

(question 1); would not require approval by the Mojave Water Agency (question 
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2); and would not encumber, diminish, or cause a loss of Ranchos’ rights 

(question 3).6 

We find this opinion letter to be sufficient and persuasive that the transfer 

to Carlyle will not harm Ranchos’ access to water, and therefore find that we can 

approve the transfer of control without concern that the transfer in itself might 

encumber, diminish, or cause a loss of Ranchos’ existing water rights in the 

Mojave Basin.   

Town also expressed a fear that the new controlling interests had no local 

ties and would consider the water rights to be a fungible commodity to 

potentially be sold.  However, Applicants clearly acknowledge in the record that 

the water rights are held to serve Ranchos’ customers.  Further, Ranchos 

(regardless of who owns or controls the company) cannot dispose of the water 

rights or transfer the water rights without the approval of this Commission.  We 

therefore clarify in this decision that Ranchos (or its proposed new owner 

Carlyle) cannot encumber, diminish, or transfer the water rights in the Mojave 

basin without an order of this Commission. 

5.4. Limited Life of Carlyle Infrastructure Partners L.P.   
In the supplemental filings by Applicants (Supplements 3 and 4), it was 

disclosed and explained in detail that the relevant Carlyle entity to this 

transaction, Carlyle Infrastructure Partners L.P. , will dissolve no later than 

September 28, 2021, and the assets must either be disposed of or some other as 

yet unformed Carlyle investment fund may acquire the assets.  (Supplement 3 

at 3.)   

6 The full response and opinion letter: http://docs.cpuc.ca.gov/efile/RESP/134587.pdf. 
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Faced with a certain termination of ownership by the proposed 

transferees, we must ensure there will be a timely and orderly subsequent 

transfer of control over Park and Ranchos when Carlyle Infrastructure Partners 

L.P. dissolves.  When any utility files for a transfer of control, as did Park and 

Ranchos, the Commission must take whatever time is necessary to review the 

transaction and may even refuse the authority.  Therefore we find that it is in the 

public interest to require Carlyle, as a condition to approval of the transfer, to file 

an application with a specific plan for the future disposition of Park and 

Ranchos.  We are not concerned with whether the plan is to sell Park and 

Ranchos to a new owner or owners or to a new Carlyle investment vehicle:  

rather, we are concerned that we have sufficient time to review and approve the 

proposal.     

We select 18 months as a reasonable period to process such an application.  

It is the time limit generally imposed by statute to complete a ratesetting 

application.  It is also long enough, we believe, that the Commission may 

examine any proposal, and if necessary, make modifications to the plan to 

protect the public interest.  Without this requirement the Commission could find 

itself forced into a hasty review or risk the uncertainty and chaos that would 

likely surround Park and Ranchos by the dissolution of Carlyle while a transfer 

of control was pending.   

6. California Environmental Quality Act
The only remaining issue is whether, as the applicants assert, the proposed

transfer qualifies for an exemption from the California Environmental Quality 

Act (CEQA).  Under CEQA and Rule 2.4, we are required to consider the 

environmental consequences of projects that are subject to our discretionary 

approval.  (See, Public Resources Code § 21080.) 
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We acknowledge that in some cases, it is possible that a change of 

ownership and/or control may alter an approved project, result in new projects, 

or change facility operations in ways that have an environmental impact.  

However, the Application demonstrated that Park and Ranchos will continue to 

operate as they did before the transfer of control. 

We conclude that under these circumstances, the proposed project 

qualifies for an exemption from CEQA pursuant to § 15061(b)(3) of the CEQA 

guidelines, inasmuch as it can be seen with certainty that the project will have no 

significant impact upon the environment.  Accordingly, the Commission does 

not have to perform further environmental review of this application. 

7. Procedural History
There were no evidentiary hearings in this proceeding.  The record is the

Applicants’ initial filings, protests, the supplementary information filed in 

response to specific rulings by the Administrative Law Judge (ALJ) and the 

terms of the proposed settlement agreement.  And all other filed and served 

documents. 

Timely protests were filed by DRA, Town, Apple Valley Unified School 

District, and several private individuals:  Peter W. Allan, Angelo Santo Cici, 

William Elbridge McDaniel Jr., and Christine Smith and James Smith.  Only 

Town and DRA actively participated throughout the proceeding.   

On July 22, 2011, DRA and applicants filed a joint motion for the adoption 

of a settlement after a duly noticed settlement conference.  No timely comments 

were filed. 

On October 24, 2011, Town filed out of time comments on the settlement 

which were rejected.  We affirm that rejection. 
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The application appeared on the Commission’s daily calendar; there was a 

duly noticed prehearing conference; and a duly noticed settlement conference.  

Only Town filed comments on the proposed settlement, addressing water rights 

and the standards of review. 

8. Categorization and Need for Hearings
In Resolution ALJ 176-3268 dated January 27, 2011, the Commission

preliminary categorized this application as Ratesetting and preliminarily 

determined that hearings were necessary, however, based upon the detailed 

settlement, a public hearing is not necessary. 

9. Comments on Proposed Decision
The proposed decision of ALJ Long in this matter was mailed to the parties

in accordance with Section 311 of the Public Utilities Code and comments were 

allowed under Rule 14.3 of the Commission’s Rules of Practice and Procedure.  

Comments were filed on November 21, 2011 by DRA jointly with the Applicants. 

Minor clarifications and corrections have been made without changing the 

overall outcome of approving the settlement and authorizing the transfer of 

control as described herein.  Town also filed comments on November 21, 2011 

which repeat the Town’s litigation position opposing the transfer of Ranchos.  In 

addition, Town proposes new conditions not included in the record.  Therefore, 

to the extent that town repeats its litigation position or proposes new terms 

outside the record of this proceeding, we accord their comments no weight.  As 

discussed in the decision we have considered Town’s timely raised concerns and 

have determined that, as adopted herein, the settlement with DRA and the 

transfer of control are reasonable.  Only the Applicants filed timely reply 

comments on November 28, 2011.   

10. Assignment of Proceeding
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Michael R. Peevey is the assigned Commissioner and Douglas M. Long is 

the assigned ALJ in this proceeding. 

Findings of Fact 
1. There is an adequate record composed of all filed and served documents.

2. The record was expanded by supplementary information filed in response

to rulings addressing issues raised by the application and by parties. 

3. The proposed settlement ensures the continued operation of Park and

Ranchos will be in the public interest. 

4. The Mojave basin water rights held by Ranchos are subject to the

Commission’s jurisdiction.   

5. The Mojave Basin water rights cannot be encumbered, diminished, or

transferred without a Commission order. 

6. Carlyle Infrastructure Partners L.P.  will dissolve no later than

September 28, 2021. 

7. The transfer of control will not change the operations of Park or Ranchos

and therefore is not a project as defined by CEQA. 

8. The terms of the proposed settlement are in the public interest.

9. The proposed transfer of control will have no significant effect upon the

environment, because Park and Ranchos will continue to operate as they did 

before the transfer of control. 

Conclusions of Law 
1. Applicants bear the burden of proof to show that the request is reasonable.

2. The Mojave Basin water rights are subject to the jurisdiction of this

Commission and cannot be transferred without an order of this Commission. 
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3. The proposed settlement is reasonable in light of the whole record,

consistent with law, and in the public interest, therefore the Commission may 

adopt it. 

4. The proposed transfer of control, with additional conditions adopted in

this decision, is consistent with the law and in the public interest and therefore 

the Commission may approve it. 

5. It is in the public interest to require Carlyle to file an application with a

proposed plan for an orderly transition of Park and Ranchos before Carlyle 

Infrastructure Partners L.P. is dissolved on or before September 28, 2021.  

Eighteen months before the date of dissolution is a reasonable timeframe for 

reviewing and authorizing a plan. 

6. The proposed settlement is reasonable because its terms are consistent

with our regulatory policy and will tend to ensure Park and Ranchos are 

operated in a professional manner. 

7. The Commission has the discretion and authority to resolve issues which

were not addressed in the settlement, including the limited life of Carlyle 

Infrastructure Partners L.P. 

8. Water rights held by Ranchos in the Mojave Basin are subject to an

amended Judgment in the Mojave Basin Adjudication (City of Barstow v. City of 

Adelanto, Riverside Superior Court Case No. 208568).   

9. Water rights cannot be encumbered, diminished, or transferred by

Ranchos without a specific order by this Commission. 

10. The proposed transfer qualifies for an exemption from CEQA pursuant to

CEQA Guidelines § 15061(b)(3), so additional environmental review is not 

required. 

11. This decision should be effective today.
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12. This proceeding should be closed.

O R D E R

IT IS ORDERED that: 

1. The proposed settlement of the Division of Ratepayer Advocates with

Western Water Holdings, LLC, PWC Merger Sub, Inc., Park Water Company, 

and Apple Valley Ranchos Water Company, is adopted.  

2. Pursuant to Public Utilities Code Sections 851, 852, and 854, the transfer of

control of Park Water Company and Apple Valley Ranchos Water Company to 

Western Water Holdings LLC., which is a wholly-owned subsidiary of Carlyle 

Infrastructure Partners Western Water L.P., which in turn is wholly-owned by 

Carlyle Infrastructure Partners, L.P., is approved effective as of the date of 

today’s decision. 

3. Water rights held by Apple Valley Ranchos Water Company (Ranchos) in

the Mojave Basin are subject to an amended Judgment in the Mojave Basin 

Adjudication (City of Barstow v. City of Adelanto, Riverside Superior Court 

Case No. 208568).  These water rights cannot be encumbered, diminished, or 

transferred by Ranchos, Western Water Holdings LLC, Carlyle Infrastructure 

Partners Western Water L.P., or Carlyle Infrastructure Partners, L.P., without a 

specific order by this Commission. 

4. Western Water Holdings LLC., Carlyle Infrastructure Partners Western

Water L.P., and Carlyle Infrastructure Partners, L.P., as the owners of Park Water 

Company (Park) and Apple Valley Ranchos Water Company (Ranchos) must file 

an application with a proposed plan for an orderly transition of Park and 

Ranchos no later than 18 months before September 28, 2021. 
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5. Hearings are not necessary.

6. Application 11-01-019 is closed.

This decision is effective today.

Dated December 1, 2011, at San Francisco, California.

MICHAEL R. PEEVEY 
President 

TIMOTHY ALAN SIMON 
MICHEL PETER FLORIO 
CATHERINE J.K. SANDOVAL 
MARK J. FERRON 

Commissioners 
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Please note that Western Water Holdings, LLC’s (“Western Water”) decision to undertake this process is confidential and may constitute 
material, non-public information with respect to Western Water.  You are expected to keep the information contained in this presentation 
confidential whether or not you execute a confidentiality agreement.  No representation, warranty or agreement is made by Western Water in 
this presentation or in connection with discussions regarding this presentation.  Representations, warranties and agreements by Western 
Water, if any, will be made only in definitive agreements relating to the transaction and signed by Western Water. 

STRICTLY CONFIDENTIAL 

Project Orchard 
 

Summary Fact Sheet 
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Western Water is currently exploring the sale of its 100% interest in Park Water Company (“Park 
Water” or the “Company”). 

Company Overview  

Park Water is a privately held company that owns and operates three regulated water utilities in 
Southern California and Montana.  Park Water offers a rare opportunity to acquire an integrated 
water utility platform with a diverse and balanced business model, scalable corporate structure, 
strong commercial focus, with a committed and experienced management team. 

Park Water was incorporated in 1937 as a single utility, Park Central Basin, serving the South Central 
Los Angeles Metro area.  The Company subsequently expanded through acquisitions of Mountain 
Water Company (Missoula, MT) in 1979 and Apple Valley Ranchos Water Company (Apple Valley, 
CA) in 1987.  Today, the Company serves a population of 265,000 through its combined 73,500 total 
connections and 1,000 miles of pipeline.  For the twelve months ended December 31, 2013, Park 
Water generated $26 million EBITDA and closed the year with $215 million net utility PP&E.  

Park Water Service Territory 

 

In recent years, Park Water has significantly expanded its capital expenditure program and 
instituted on-going business improvement initiatives.  These developments have resulted in 
significant margin improvement and steady, predictable earnings growth at Park Water’s utilities. 

The water utility industry’s high fragmentation and economies of scale support ongoing 
consolidation.  Through its active business development activities, Park Water is well-positioned to 
capitalize on growth opportunities resulting from the industry’s attractive fundamentals. 

Park Water Operating Statistics 

($ in millions) Park Central Basin Apple Valley Mountain Water Total    

2013 EBITDA 1 $8.3 $9.6 $7.4 $25.5

2013 Net Utility PP&E 59.0 86.9 69.4 215.4

Connections 28,200 20,600 24,700 73,500

Population Served 133,000 60,000 72,000 265,000
1 Total includes $0.1 million of non-utility EBITDA

Mountain Water 
(Missoula, MT) 

Park Central Basin 
(Downey, CA) 

Apple Valley Ranchos 
(Apple Valley, CA) 
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Investment Highlights 

Attractive 

Stable Industry with 

Strong Fundamentals

▪

▪

▪

Fully regulated industry with significant barriers to entry and financial 

stability from regulated cash flows

Significant capital investment opportunities driven by replacement of 

aging infrastructure, system improvement and growth

Industry fragmentation and economies of scale support ongoing 

consolidation

Diverse, Balanced 

and Scalable 

Water Utility

▪

▪

▪

▪

Rare platform investment opportunity in the water utility sector

Scalable corporate and IT system supports service area expansion and 

strategic growth

Active business development program with well-developed opportunities 

pipeline

Committed and effective management team with 24 years of average 

industry experience

Strong Organic Growth 

Through Increased 

Capital Investment and 

Service Area Expansion

▪

▪

▪

▪

Compound annual rate base growth of 13% since 2011 from increased 

capital investment program for on-going replacement and improvement of 

distribution systems

Over $200 million of planned regulated capital investment through 2019E

Water supply rebalancing supports incremental capital investment 

opportunities while improving supply reliability and diversity

Improving economic conditions driving customer expansion across each of 

Park Water's service territories

Increasing Margins and 

Improved Business 

Performance

▪

▪

Strategic enterprise wide initiative to enhance and improve business 

performance has increased operating margins and profitability while 

minimizing customer rate increases

EBITDA margin improvement from 29% in 2011 to 37% in 2014E with 

further improvement planned

Supportive 

Regulatory Jurisdictions

▪

▪

▪

Constructive state regulation allows for predictable business planning and 

capital investment

Regulatory mechanisms enable timely cost recovery and mitigate risks 

associated with production costs and conservation

California's three-year rate filing schedule, with forecasted test years and 

annual increases, reflects real-time expense and capital recovery  
 

Western Water has retained Wells Fargo Securities to act as exclusive financial advisor in the 

solicitation of proposals for a potential transaction involving Park Water.  All inquiries and requests 

for information concerning Park Water should be directed to Wells Fargo Securities. 
 

Energy & Power Investment Banking Mergers & Acquisitions

Aaron Smith* John Hackney* Robert Stoy Hugh Babowal

Director Director Associate Managing Director

Tel: (7 04) 41 0-1 244 Tel: (7 04) 41 0-1 1 1 3 Tel: (7 04) 41 0-1 252 Tel: (21 2) 21 4-8403

Cell: (7 04) 497 -1 7 24 Cell: (7 04) 307 -7 97 0 Cell: (980) 422-21 55 Cell: (91 7 ) 301 -991 3

aaron.smith@wellsfargo.com john.hackney @wellsfargo.com robert.stoy @wellsfargo.com hugh.babowal@wellsfargo.com

* Primary Contacts  
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	1. PURPOSE
	2. PERMANENT PROGRAM OR ARRANGEMENT
	(a) Employer intends that this Arrangement be a permanent program or arrangement for the exclusive benefit of its eligible retired employees who have attained age 65, or who prior to age 65 elect to be covered by this Arrangement, and their eligible d...
	(b) The exclusive purpose of this Arrangement is to provide the medical benefits described in this Arrangement for eligible retired employees who have attained age 65, or who prior to age 65 elect to be covered by this Arrangement, and their eligible ...

	3. EFFECTIVE DATE
	4. ELIGIBILITY
	(a) On the first day of the month following attainment of age 65, eligible retired employees are eligible to participate in this Arrangement.  Eligible retired employees who retire after they attain age 65 are eligible to participate in this Arrangeme...
	(b) Eligible dependents of Participants may receive benefits under this Arrangement as set forth in this document.  Eligible dependents include the Participant's spouse, domestic partner as defined by state law(s) and dependents who qualify as depende...
	(i) Notwithstanding, if a Participant who begins participating in this Arrangement at or after attaining age 65 has a spouse/dependent who has not yet attained age 65, and that spouse/dependent is participating in the Company’s insured health benefits...
	(ii) Notwithstanding, if an eligible retired employee who participate in Retiree Health, Dental and Vision Insurance has a spouse who attains age 65 before him or her, that spouse will no longer be eligible for spousal coverage under the Retiree Healt...

	(c) "Spouse" under this Arrangement includes an individual married to a person of the same sex if they were lawfully married in a state whose laws authorize the marriage of two individuals of the same sex, but does not include individuals who have ent...
	(d) Neither the spouse nor any dependent of an active employee who would qualify as an eligible retired employee if retired will be eligible for any benefits under this Arrangement as the spouse or dependent of the decedent if the active employee dies...

	5. PARTICIPATION
	(a) Each eligible retired employee who has attained age 65, or who prior to age 65 elects to be covered by this Arrangement under the terms of the Wrap-Around Plan, and each eligible retired employee who retires after attaining age 65, shall become a ...
	(b) A Participant's eligibility to participate in the Arrangement ends on the date when the Participant dies.
	(i) When a Participant’s eligibility to participate in the Arrangement ends, claims for benefits may be submitted on behalf of the decedent by his or her representative for a period of 120 days following the death.  No claims submitted after that will...

	(c) When the Participant dies, if the Participant leaves any surviving eligible dependents, those persons will continue to receive benefits under this Arrangement until, (i) for a spouse, the spouse dies, and (ii) for all other eligible dependents, th...
	(i) When an eligible dependent’s eligibility to participate in the Arrangement ends, claims for benefits incurred before eligibility ended may be submitted by the dependent, or in the event of death, on behalf of the dependent by his or her representa...
	(ii) All rights of an eligible dependent to receive benefits for claims incurred after the foregoing termination date shall be forfeited, unless the eligible dependent elects and pays for continuation of coverage under Section 10 below.

	(d) All eligibility for benefits upon termination of this Arrangement shall be governed by subsection 13(b) below.  Except as provided in subsection 13(b) below, payment of benefits under this Arrangement will end when Employer terminates the Arrangem...
	(e) The Arrangement will provide benefits in accordance with the applicable requirements of any qualified medical child support order (“QMCSO”) as defined in §609 of the Employee Retirement Income Security Act of 1974 (“ERISA”) relating to a child of ...

	6. BENEFITS
	(a) The Plan Administrator or its designee shall direct payment to each Participant, up to (but not exceeding) the amount in his or her separate account at the time, such amounts as he or she has expended while a Participant for medical care for himse...
	(b) For purposes of this Arrangement, “amounts expended for medical care” means amounts paid for medical and dental care as defined in Section 213 of the Code, including but not limited to hospitalization, medical and dental services, prescription dru...

	7. FUNDING BENEFIT PAYMENTS
	(a) Benefit payments under this Arrangement shall be made at the direction of the Plan Administrator or its designee from the Park Water Company VEBA Trust fund or the 401(h) account under the Retirement Plan for Employees of Park Water Company in acc...
	(b) Employer shall contribute such amounts to the Park Water Company VEBA Trust fund and/or the 401(h) account under the Retirement Plan for Employees of Park Water Company from time to time in its sole and absolute discretion as it deems appropriate ...

	8. LIMIT ON BENEFITS PROVIDED
	(a) On the first day of each calendar month commensurate with and following the Arrangement’s effective date, Employer will credit to the separate account of each Participant the amounts set forth below.
	(b) Employer may change or discontinue these amounts at any time prospectively upon no less than 30-days notice to the Participants.
	(c) At no time will a benefit payment be made to a Participant which causes the Participant’s separate account to go negative.  In that instance, the balance of the claim will carry over and be paid from future account credits.  If a Participant’s sep...
	(d) To the extent that the valid claims of a Participant or eligible dependent fail to utilize the entirety of the Participant’s separate account under the rules of this Arrangement following termination of eligibility for benefits under this Arrangem...

	9. BENEFITS FROM ANOTHER SOURCE
	(a) Reimbursement under this Arrangement shall be made only in the event, and to the extent, that reimbursement for amounts expended, or payment, for medical care is not provided for under any insurance policy or under any other plan of Employer or an...

	10. CONTINUATION OF COVERAGE
	(a) Eligibility for Continuation Coverage. A Qualified Beneficiary shall have the right to elect to continue Medical Benefits under this Arrangement upon the occurrence of a Qualifying Event that would otherwise result in the person losing coverage un...
	(b) Election of COBRA coverage. Any Qualified Beneficiary who desires COBRA coverage under this Arrangement must make an election during the applicable “election period” which begins on the date coverage would otherwise terminate under the Arrangement...
	(c) Notice Requirements.
	(i) At the time that coverage commences under this Arrangement, Participants and their spouses, if any, shall be given written notice of their rights under this Section 10.
	(ii) In the case of a Qualifying Event described in Section 10(h) below, a Qualified Beneficiary who is an eligible dependent of the Participant must notify the Plan Administrator within 60 days after the occurrence of that event. If the Qualified Ben...
	(iii) Each Qualified Beneficiary who is determined, under Title II or Title XVI of the Social Security Act, to have been disabled at any time during the first 60 days of Continuation Coverage is responsible for notifying the Plan Administrator of the ...
	(iv) Each Qualified Beneficiary who meets the requirements of Section 10(e)(ii), must notify the Plan Administrator within 30 days of the date of the final determination under Title II or Title XVI of the Social Security Act that the Qualified Benefic...
	(v) In the case of a Qualifying Event described in Section 10(h)(i) or (iv) below, Employer will notify the Plan Administrator of the occurrence of the event within 30 days of the occurrence of the event.
	(vi) Within 14 days after the Plan Administrator is notified of a Qualifying Event, the Plan Administrator shall notify any Qualified Beneficiary of his or her rights under this Section 10, provided that any notification given by the Arrangement to a ...
	(vii) Each Qualified Beneficiary must notify the Plan Administrator in the form prescribed by the Plan Administrator of Continuation Coverage no later than the 60th day after the later of the date he or she would otherwise lose coverage or benefits un...

	(d) Premium Requirements.
	(i) A Qualified Beneficiary who has elected Continuation Coverage under this Section 10 must pay a monthly premium equal to 102% of the monthly contribution established for the Plan Year by the Plan Administrator for the period of coverage. In the cas...
	(ii) Premiums for Continuation Coverage become payable commencing 45 days after the day on which the Qualified Beneficiary makes the initial election for Continuation Coverage.

	(e) Duration of Continuation Coverage. Continuation Coverage shall extend for the following periods (or until the occurrence of an event described in Section 10(f) below) beginning on the date of the Qualifying Event:
	(i) For a Qualifying Event in Section 10(h) below, coverage shall extend for 18 months following the date of the Qualifying Event. If, within 18 months after the date of a Qualifying Event described in Section 10(h), another Qualifying Event occurs, C...
	(ii) For a Qualifying Event described in Section 10(h) below, where a Qualified Beneficiary has given notice of disability as provided in Section 10(c)(iii): (i) 29 months calculated from the date of the Qualifying Event; (ii) or the first day of the ...
	(iii) For a Qualifying Event described in Section 10(h)(i), (ii) or (iii) below, coverage shall extend for 18 months, following the date of the Qualifying Event.
	(iv) In the case of a Qualifying Event described in Section 10(h)(iv), the period of coverage shall extend until the date of death of the former Participant. If the Qualifying Event described in Section 10(h)(iv) occurs after the death of the former P...

	(f) Automatic Termination of Continuation Coverage. Continuation Coverage shall automatically cease at the earliest of the times specified below:
	(i) the date on which Employer ceases to provide any group health plan to any of its employees;
	(ii) 30 days after the date on which a premium for Continuation Coverage was due and not paid, or if later, the date on which the Participant would lose his or her coverage under this Arrangement due to failure to pay premiums when due. If an amount p...
	(iii) the date on which the Qualified Beneficiary first becomes, after the date of the election, covered under any other group health plan, as an employee or otherwise, which does not contain any exclusion or limitation with respect to any preexisting...
	(iv) the date on which the Qualified Beneficiary (other than the Participant) becomes entitled to benefits under Title XVIII of the Social Security Act;
	(v) the date on which the period of coverage under 10(e) expires; or
	(vi) in the case of a Qualified Beneficiary who is determined to have been disabled at the time of a Qualifying Event as provided in Section 10(h) below, the month that begins more than 30 days after the date of the final determination under Title II ...

	(g) Certificate of Creditable Coverage. The Plan Administrator shall issue certificates of creditable coverage to Participants and eligible dependents whose coverage terminates (and to such individuals upon their written request within 24 months of th...
	(i) when the Qualified Beneficiary loses coverage under the Arrangement (regardless of whether the Qualified Beneficiary is eligible for Continuation Coverage as provided in Section 10 or similar continuation coverage under state law), provided that i...
	(ii) when a Qualified Beneficiary's Continuation Coverage ends pursuant to Section 10(f) (regardless of whether the Qualified Beneficiary previously received a Creditable Coverage Certificate as provided in paragraph (i) above; or
	(iii) the Arrangement receives a written request from a Qualified Beneficiary within 24 months of the date that the Qualified Beneficiary ceased benefiting under the Arrangement.

	(h) Qualifying Events. “Qualifying Event” means:
	(i) the death of a Participant;
	(ii) the divorce or legal separation of a Participant from his or her spouse;
	(iii) a child of a Participant ceasing to be an eligible dependent of a Participant; or
	(iv) a proceeding in a case under Title 11, United States Code, with respect to the employer from whose employment the Participant retired at any time.

	(i) Qualified Beneficiary. “Qualified Beneficiary” means any person who, as of the day before a Qualifying Event, is the eligible dependent of the Participant who incurred the Qualifying Event, provided however that an eligible dependent is not a Qual...
	(i) covered under the Arrangement by virtue of the election of Continuation Coverage pursuant to Section 10 by another person; or
	(ii) already a Qualified Beneficiary by reason of a prior Qualifying Event.

	(j) FMLA. If a Participant takes a leave of absence under the federal Family and Medical Leave Act of 1993 (“FMLA”), benefits shall continue to be paid under Section 10 as if the Participant remained in active employment. The Participant shall be cons...

	11. CLAIMS AND CLAIMS REVIEW PROCEDURES
	(a) Submission of Claims. Benefit claims under this Arrangement shall be made in the manner prescribed by the Plan Administrator by submitting a reimbursement form in writing to the Plan Administrator or its designee, in such form as the Plan Administ...
	(b) Deadline.  Subject to subsections 5(b) and (c) above, all claims must be postmarked to the appropriate Claims Administrator no later than 180 days after the end of the calendar year in which the expense was incurred. Claims postmarked after that d...
	(c) Claims Procedures. The Claims Administrator shall notify the claimant within a reasonable period of time and no later than 30 days after receipt of the Claim of the decision on the Claim. Any adverse benefit determination on a Claim shall include ...
	(d) Explanation of Denial of a Claim. Explanation of a claim denial shall be sent to the claimant and shall set forth, in a manner calculated to be understood by the claimant, the following information:
	(i) The Claims Administrator's adverse determination.
	(ii) The specific reason or reasons for the adverse determination.
	(iii) Specific reference to the pertinent Arrangement provisions on which the denial is based.
	(iv) A description of any additional materials or information necessary for the claimant to perfect the claim, and an explanation of why such information is necessary.
	(v) A description of the Arrangement's review process for claims and applicable time limits on such review and a statement of the claimant's right to bring a civil action under section 502(a) of ERISA following an adverse benefit determination.
	(vi) In the event an internal rule, guideline, protocol or similar criterion was relied upon in making the determination, either a copy of such rule or guideline or a statement that a copy of the rule or guideline, etc. will be provided to the claiman...

	(e) Appeal for Denial of Claim for Medical Benefits.
	(i) Claimant's Appeal Requirements and Rights. If a claimant's benefit claim is denied either in whole or in part by the Claims Administrator, the claimant shall have 180 days from receipt of an adverse benefit determination on a benefit claim to subm...
	(ii) First Level of Appeal for Denial of Claim for Medical Benefits. All first level appeals for the denial of a benefit claim shall be reviewed by the Claims Administrator as defined herein. If, after reviewing the appeal and any further information ...
	(iii) Second Level of Appeal for Denial of Claim for Medical Benefits. If, after reviewing the first level of appeal and any further information that the claimant has submitted, the Claims Administrator denies the benefit claim either in whole or in p...


	12. ADMINISTRATION
	(a) The Plan Administrator under the Wrap-Around Plan shall have authority and responsibility to control and manage the operation and administration of this Arrangement.
	(b) It shall be a principal duty of the Plan Administrator to see that the Arrangement is carried out in accordance with its terms, for the exclusive benefit of persons entitled to participate in the Arrangement without discrimination among them.  The...
	(c) The Plan Administrator will make available to each Participant such of his or her records under the Arrangement as pertain to him or her, for examination at reasonable times during normal business hours.
	(d) In administering the Arrangement, the Plan Administrator will be entitled, to the extent permitted by law, to rely conclusively on all table, valuations, certificates, opinions and reports that are furnished by any accountant, counsel or other exp...
	(e) The Plan Administrator will be a “named fiduciary” for purposes of Section 402(a)(1) of ERISA with authority to control and manage the operation and administration of the Arrangement, and will be responsible for complying with all of the reporting...
	(f) Employer will indemnify and defend to the fullest extent permitted by law any employee serving as the Plan Administrator, as a member of a committee designated as Plan Administrator (including any employee or former employee who formerly served as...

	13. AMENDING OR TERMINATING THE ARRANGEMENT
	(a) Amendment of Arrangement.  Employer reserves the power at any time or times to amend the provisions of the Arrangement to any extent and in any manner that it may deem advisable, by a written instrument signed by one or more authorized officers of...
	(b) Termination of Arrangement.  Employer reserves the power at any time or times without liability to terminate the Arrangement by a written instrument signed by one or more authorized officers of Employer.  Termination of the Arrangement shall be ef...

	14. MISCELLANEOUS
	(a) Construction of Terms in Gender Neutral Manner. All terms expressed in this Arrangement shall be deemed to include the feminine and neuter genders and all references to the plural shall be deemed to include the singular and vice versa, all as prop...
	(b) Governing Law. To the extent not preempted by ERISA, questions concerning the proper interpretation of the terms of this agreement shall be determined in accordance with the law of the State of California, where Employer's principal business offic...
	(c) Availability of Documents. The Plan Administrator shall keep a copy of this Arrangement document and any other disclosure documents relating to it (including, but not limited to, summary plan descriptions) that are in the public domain on file at ...
	(d) Arrangement Document Governs. This document (along with the Wrap-Around Plan documentation) contains all of the operative provisions of this Arrangement. Any conflict between the provisions of this document and any other Employer document purporti...
	(e) Participants shall have legally enforceable right to the benefits provided in the Arrangement.  However, neither the establishment of the Arrangement nor any amendment to it will be construed as giving to any Participant or other person any legal ...
	(f) The right of any Participant to receive any reimbursement under the Arrangement shall not be alienable by the Participant by assignment or any other method, and will not be subject to be taken by his or her creditors by any process whatsoever, and...
	(g) It is the Employer’s belief that the benefits under this Arrangement are not taxable income to the Participants.  However, neither the Plan Administrator nor Employer makes any commitment or guarantee that any amounts paid to or for the benefit of...
	(h) If any Participant receives one or more payments or reimbursements under this Arrangement that are not eligible for reimbursement, (i) the Participant will reimburse the Plan for such payment and (ii) the Participant shall indemnify and reimburse ...
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