
AGREEMENT FDR THe PURCIIASE AND SI\Lli 

OF I\SSCTS OF ARROWHEAD UTILITY COMPANY 

THIS AGREEMENT, made as of the .9/l, day of 

5/31/78 
705 

1970, by and between ARROWHEAD UTILI'l''!l COMPANY, a California 

·corpon.1.ticn (·"Seller"), and LJ\lrn ARROWHEAD COMMUNITY SERVICES 

DISTRICT, a community se;vices Oistrict farmed pursua~t to Gover.nmant 

Code Section 61100 et. seq. ("Buyer"), i<; as follows: 

RECITALS: 

A. Seller is the owner of the 11Included J.\.ssets 11 as 

t:.hnt ter:.: i.s dafi.n!lc'.! :i.n J?.:irng,:-aph l..l below. The Included 

Ass_i!tS constitute all or substantially ·all of Seller's faciJ.i­

t.il!s as~d_or useful in it•.:; public utility operations. 

B. Buyer desires ta purchase the Included Assets on th~ 

t~;-:ms and conditions set forth l.Jelow, and Seller is willing to 

sell the Included Assets to Buyer on the terms and conditions set 

forth. below. 

C. seller will cease public utility operations upon 

t.he transfer of tile Included Assets to Buyer. 

TERMS Atrn CONDITIONS 

1. Definitions. As used in this Agreement, tl1e fallow-

ing terms shall have the following meanings: 

1.1 !~eluded Assets. Th~ term ''Included Ass~ts" 

includes and mea11s ea~h and every _of the following assets other 
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than such of the same which are descri' bed as E 1 a a ·xc u e Assets, as 

that term is defineci in Paragraph 1.2 below. 

{a) Real Property. All of the real property 

(the "Real Property~) described in Exhibit "1 11 attached hereto and 

made a part hereof. 

(b) Easements. All 0£ th~ easements and 

rights (the "Easements") described in Exhibit "2" attached hereto 

and made a part hereof. 

(cl Nater Works Facilities. A.11 wells, 

reservoirS, pumps, pipes, service connections, meters a_nd hydrants, 

water tr~atment plant and other utifity piants incorporated in 

Selier's water system as set forth in Seller's Annual.Report to 

the California Public Utili~i~s Commission (herQin~fter re~erred 

to as the "Commission") as of December 31, 1977, as set forth in 

;=::xhibit 113" attached hereto and macle a part hereof~ 

{d} Construction Wark in Progress4 'l'he con­

struction work in progress which is classified as such on the Cate 

hereof or~ on the Closing Date (as hereina.fter aefined) and which 

is owned by Seller on the Closing Date a~d the cost of which is 

recorded {or the cost of which Seller is obligated to record) in 

the books- of account required to be maintained by Seller. 

(e) Personal Property. The personal property 

described i.n Exhibi.t_f1 attached hereto and made a part hereof 

[the ''Personal Property"), and all materials and supplies u~ed by 

Seller in the operation of the Included Assets. 

{f) Perffiits. All permits, licenses, fran­

chises, certificates of. public convenience and necessity, and 

similar rights and privileges that are~ part of or necessary to 
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the use of the Included Assets and are claimed or owned by Seller 

on the Closing Date. 

{g) Books and Records. All. deeds, bo·oksr 

maps and records of Seller relating to th_e operation or owner­

ship of the Included Assets which are kept and maintained by 

Seller at "its office in Lake Arrowhead. 

(h) Included Contracts. All Seller's right, 

title and interest in and to all contra~ts and agreeffients lis~ed 

in Exhibit "S" attached hereto and made a part hereof and all 

other contracts of Seller, written or oral, hereinafter entered 

into by Seller in the ordinary course of Seller's business, 

involving the obligation of Seller to provide goods or services, 

including water, or to install faciliti~s or eguipment, or including 

the installation of facilities or equipment, or the obtaining of 

materials or supplies, all of which are herein collectively called 

nincluded Contracts''. 

(i) Accounts Receivable. All accounts 

receivabl~ of seller as of the Closing Date for water aelivereO by 

Seller to its customers. 

(j) Customer DepOsits. All Cash Deposits 

held by Seller as of the Closing Date which constitutes customer 

deposits which are returnable to customers according to the ~ules 

and Regulations of the Commission pursuant to which they were 

obtained. 

(kl Undisbursed· Construction Advances. All 

cash held by Seller as of the Closing Date which constitutes 

construction advances which have not been disbursed or used by 

seller ~nd which were delivered to Seller pursuant to Reimbursement 

l\greemen ts. 
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(l} Permitted Additions. All "Permitted 

Additions", as that term is Oefined in Paragrap)1 1.4 below. 

1.2 Excluded Assets. The term ~Exclucled Assets~ 

means and includes only tl1e follpwin9: 

{a) ~. The cash owned by Seller on 

the Closing Date other than the cash described in sbbparagraphs 

l.l(j) and l.l(k) above. 

{b) Minute Docks, etc. S~ller's corporate 

minute book, capital stock J;ecorOs, seal and other corporate 

records not pertinent to the Included Assets, and such records of 

Seller's parent or affiliated companies related to Seller which 

are not kept and maintained at Lake Arrowhead. 

(c) Permitted Dispositions. Any assets 

which have been disposed of as a "Pennitted Dispositio:1 11 as 

that term is defined in Paragraph 1.3 below. 

( d) Golf Course Supply System. The property 

which i_s !Jsea for the rendering of water service to the golf 

course known as Lake Arrowhead Country Club, including, but not 

limited to, the •ubmersible pumps in Grass Valley Lake. 

1.3 Permitted Dispositions. The term 11Permitted 

Disposition[s)' 1 means the disposition by means other than sale, of 

any assets in the ordinary course of business of Seller between 

December 31, 1977 and the Closing Date. 

1.4. Permitted Addition(s}. The term "Perfuitted 

Addition(s) 1' means all additions, replacements, or substitutions 

during the period between December 31 1 1977 and the Closing Date 

of rights, assets or other properties of a category of Included 

Assets made by seller in the ordinary course of business. 
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1.5 Pu~chase Price Chanqe. The term "Purchase 
• Ct,l!<1.J,e {. ,e,,.,,,. .. .,,:,...c t>f ./c .. .. a ~Jr rp 1.,Jt:.:i.) (.,._, 

Price Change..., means the increase or 17eleeease" as the case may be, .. 
/( /r/,-rr.~-,if..,.,_ .. 

in the aggregate value of all the assets of Seller of a category ~ 

of Included Assets ~s of December 31, 1977. other than Accounts 

Reeeivabler during the period commencing January Ir 1978, and 

endiag on the day preceding the Closing Date, as reflected by 

the books and records of Seller, determined in accordance with the 

Uni[orm Systems of Accounts prescribed by the Commission for CJa.ss 

A Water Utilities and, in any case in which such systems of 

Accounts is silent, then in accordance with generally accepted 

accounting principles. 

2. Sale anO Purchase of Included Assets. 

2.1 • ngreement to ~ell and Purchase. On and 

subject tc, all the terms and conditions hereof, Sell~r agrees to 

sell to Buyer, and Buyer agrees to purchase from 9eller, as of the 

Closing Date, the Included Assets. 

2.2 Purchase Price. The purchase price for the 

Included Assets shall be the sum of Three Million Eight Hundred 

Nin~ty-Five Thousand Dollars ($3;895,000.00) plus or minus, as the 

case may be, an amount equal to Purchase Price Change, and plus an 

amount equal to ninety percent (901) of the ~Agreed Accounts 

Receivable Amount" (as that term is defined and determined in 

accordance with Seci:ion 3 below}. The purchase price sh_all be 

paid and determined in accordance with the following procedure: 

(a) Ten (10) days prior to the Closing 

Date, Seller: shall deli\l'er io Duyer a Statement of E:stimated 

Purcl,asa Price which shall set forth separately Seller 1 s estimate 

of Purchase Price Change ancl Sell.er' s estimate o( the Agreed 
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Accounts Receivable Amount. The amount of the Estimated Purchase 

Price set forth in the Statement: of tstimated Purchase' Price shall 

be paicl by Buyer to Seller on the, Closing Date. 

,(b) Within thirty (30) days following 

the Closing Date~ Seller shall deliver to Buyer, Seller's Statement 

'Of Purchase Price setting forth Seller's determination of Purchase 

Price Change and accompanied by such data and documentation as 

shall be reasonably necessary for Buyer to evaluate the correctness 

of Sel1er 1 s determination of Pur-chase Price Change. 'l'he Statement 

of Purchase Price shall be accompanied by the amount; if any I clue 

Buyer by reason of tl1e difference, .if any, between the Purchase 

Price Change set forth in Seller's estimate of Purchase Price 

Change and the Purcl1ase Price Cha~9e set forth in the Statement of 

Purchase Price. The amount, if any, due from Buyer to Seller by 

reason of the difference between the estimated Purchase Price 

Change. and the Purchase Price Change set forth in the Statement of 

Purthase Price shall be paid by Buyer to Seller as soon as pos­

sibler bu·t within five {5) dp.ys to thirty {30) days following 

delivery to Buyer of the Statemeryt of Purchase Price~ 

(c) The Statement of Purchase Price shall be 

conclusive upon Buyer unless Buyer shall object to the Statement 

of Purchase Price ~itliin ninety (90) clays after delivery thereof 

to Buyer, which objection sl1all specify in aetail the nature of 

Buyer's objection ana the amount which Buyer contends constitutes 

Purchase Price Change. Should Buyer make any such objection to, 

t~e statement of Purchase P~icet the parties shall attempt to 

resolve said differences. If the parties are not able to resolve 

said differences within ninety (90) days following any objection 

by Buyer, then such differences shall b1; submitted to arbitration 
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in accordance with the rules and procedures of the American 

Arbitration Association. The "prevailing party~ in ~uch arbitra­

tion shall be entitled to an award of reasonable attorneys' fees 

in ~aaition to Dll otl1er costs ~nd relier. For the pucposes of 

tl1is subparagraph, the term ''prevailing partyfl means tl1at party 

whose computation of the amount of Purcl1ase Price Chan9e is 

closest to the amount of Purchase Price Change determined in such 

arbitration. Ti,e amount due Seller or Buyer, as the case may be, 

by reason of such agc-eed or determination by arbitration of 

Purchase Pr ice Change shal 1 be pa id with in thirty ( 3 a) days 

following such determination. 

3. l\ccounts Receivable. Buyer is aware that Seller 1 s 

bills for water delivered to its customers go out every t~o months 

and cover appro~imatcly tl1e p~evious GO-day period. Seller and 

.Buyer shall attempt to agree on a p~ojection of Accounts Receivable 

as of the Closing Date, which projection shall constitute the 

hgreed Accounts Receivable Amount for purposes of computing the 

purchase Price for the Included Assets due o'n th,e Closing Date. 

If agreement is not reachea on a projection, then ( i) the amount 

to be included in the purchase price payable to Seller on the 

Closing Date shall be ninety per cent (90%) of Seller's projection, 

(ii) .the Agreed Accounts Receivable Amount shall be determined by 

a reading of one-half of the meters in Seller's service area prior 

to the Closing Date and a reading of one-half of the meters in 

Selierts service area after the Closing Date, and {iii) the 

difference due Seller or Bujerr as the case may be, as a result 9£ 

the difference between the amount paid pllrsuant to clause { i) 

above, and the Agreed Accounts Receivnble Amount cletei:-minea as a 
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result of" the rne:ter readings shall be paid witl,,'n seven ( 7) days 

following· such determinution as a ,:-esult of the meter "readings. 

4~ Commiszion Application. Within fifteen (15) days of 

tJ1e date l1creof, Seller and Buyer shall jointly execute and file 

with the Commission an application for approval of tJ 1e transrer 

contemplated by this Agreement in such form as moy .be mutually 

a_greed upon by tlie parties (hereinafter referred to as the "/'\ppli­

cation"), unless such Application ls not required by ieason of 

Seetion 853 of the Public Utilities Code. Each party will co­

operate fully in making such presentation to the Commission 

as may be reasonably requested by·counsel or either Buyer or 

Seller. Each party shnll pay its own counsel ana expenses in 

qmnection with the ll,pplication. 

5. Conduct of Business. Between the date of this 

Agreement and. the Closing Date, Seller will not, without the pr~or 

written consent of Buyer, which consent sl1all not be unreasonably 

withl,eld, enter into any material transaction other than in the 

orOinary co.urse of business. Instilllation of such services on 

existing pipelines, and such changes, additions, improvement5, 

major repairs, eitensions, or retirements in, to or of its water 

system or operating properties as in the opinion of Seller may be 

necessary (i) to comply with any order of the Commission, or (ii) 

maintain o~ furnish adequate water service to new or existing 

customers of Seller, shall be deemed to be transactions in the 

ordinary course of business; provided, however, that all work 

involved shall be clone in accordance with customary public 

utility water system practice, and provided further, that Seller 

sl1all notify Buyer of all work involved in (ii) above if the cost 
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of.said work exceeas $2,000.00 per installation. Prior to the 

Closing Date Seller shall not enter into any new reimbursement 

agreements unlezs reguired to do so by law or by regul~tions 

applicable to Seller. 

G. Closing. 

'6.1 Closing Dal::.I'?:~ J\s used herein, the- ter1n 

"Closing IJate'' mea.ns the date the deed from Seller to Buyer 

of ~be Real Proi-'erty is recorded. 'l'he Closing Date shall occur 

on a date designated by Buyer upon not less than three (3) 

business days' notice to Seller. In no event shall the Closing 

Date be later than September lf 1978. Notwithstanding anything 

herein contained to the contrary, should (il th~ special bond 

elecfion not be held by June 6, 1978, o~ (ii) should the proposal 

to issue revenue bonds be rleff'.ated at a bond election held on or. 

before June G1 1978, then in either case either party may forth­

with terminate this Agreement. 

6.2 Assistance of Title Company. Title to tl1e 

Real Property shall be conveyed to Buyer on the Closing _Date by a 

granl: deed in form and substance identical to Exhibit(:·~~)attached 
,_, 

hereto and made a part hereof (the ~craht Deed''}. Title to the 

Easements shall be conveyed to Bu_yer on the Closing Date by 

Quitc.laim Deed, The Deea and Quitclaim. Deed are herein collectively 

called the "Deecls 11
• The Closing shall be accomplished with ·the 

assistance of Title Insurance and Trust Company in San Bernardino, 

Cal{fornia (''Title Company 11
). At least one business day prior to 

the Closing Date Seller shall deliver to Title Company the Deeds. 

Concurrently with sucl1 delivery Seller and Suycr shall aeliver to 

Title Company their instructi'ons that Title Company is instructed 

-9-
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to record the Deeds on the Closing Date provided that Title 

Company shall have received the telephonic advice of Seller, Buyer 

and tlte fiscal Age11t for the bonds referred to in oubpacagraph lO(tl) 

below {tl1e uFiscal Agentu), and provided that Title Company is then 

in a position to issue its owner's standard coverage CLTA policy of 

title insurance {tl1e "Title Policy"} in the amount. of seller's 

estimate of the purchase price of the lnc:lucled 1\sscts as set forth 

in the StatemenL of Purchase Price delivered to Buyer pursuant to 

subparagraph 2.2[a) insuring title to the Real Property vested in 

Buyer subject only to (i) non-delinguent real property taxes arid 

assessments an the Real Property, and {ii} all conditions, excep­

tions and ol:her.- maH.ers affecting title to the Real Property shown 

in tl1at certain Preliminary Title Report'attacbed hereto e1 

Exhibit µ8' 1 ana raarle a part h&reof. Said instruction~ to Title 

':"'.ompany also shall provide that the parties a,gxee to furnish Title 

Company with sufficient funds to enable Title Company to comply 

with saicl instructions in accordance with tbe following: 

(l) Seller shall pay the documentacy 

stamps and recording fees for recording the Deeds, the premium for 

the Title Policy, and one-half of all other costs, if any, of 

Title Company in complying with said instructions. 

{2) Buyer shall pay one-half of all 

costs of Title Companyr if any, in complying with said instruc­

tions (other than the premium for the Title Policy and documentary 

stamps and recording fees for recording ~he Deeds). 

G.3 closing Conference. The Closing shall take 

place at a closing conference ( the ''Closing Conference"} t.o 

be helcl on the Closing Date at the liour of 10:00 0
1 clock A.M. 
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local tim~ at tlrn otfices of Cox, Castle &: Nicholson, 2049 Century 

Park East, ,Los Jmgelcs, California, Seller and Buyer each shall 

be represented at the Closing Conference. Provided the Fiscal Agent 

has received the purchase price of the sale of the bonds, refarre<l 

to in subparagraph lO(d) below, the procedure to be followed by 

the parties at the Closing conference shall be as follows: 

(a] Seller s!1all deliver to Buyer a 

Bill of Sale in form and substance irlentified as Exhibit "7" 

attached l1ereto and macle a part hereof (the ''Bill of sale"). 

(b) Buyer shall deliver to Seller's counsel, 

Cpox, Castle & Nicholson, in trust, a cashier's check or Buyer 1 s 

ce1:tified check in the amount c::alle □ for by subparagrapl1 2.2{a) 

above, tn be held for ae1ivery to· seller when Tit'le Company 

shall have recorded the Deeds. 

(c) Seller shall deliver to Buyer its check 

in the amount consti.tuting Customer Deposits and Undisbursed 

Advances a_;S des~tibed in subparagraphs 1.1.(j) and Ll{k.) above as 

of the Closing Date. Seller also shall deliver to Buyer its check 

in the amount called for by Paragraph 9.1. 

{d} Seller and Buyer shall aeliver to each 

other certified resolutions of their respective Boards of Directors 

ratifying this_ Agreement and authorizing the purchase and sale 

provided fo·r he1;ein and execution of all documents c:alled for 

herein. 

(e) Following the foregoing deliveries, 

seller, -Buyer and the Fiscal l\gent shall instruct Title Company 

to car.ry out the Instructions delivered to Title Company con­

currently with the Deeds. Upon the carrying out by Title Company 
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of said Instructions, the deliveries made pursuant to the pro­

visions of this Paragtaph_ 6.3 shall be deeinecl effective. 

7- Prorations, Real property t~xes and aosessments on 

tl1e,Real. Property shall be prorated as of the Closi11g Date and 

sball be paid in cash to the party entitled ther-eto at tlie 

Closing based bn the most recent official lnformation (a) appli­

cable to the fiscal year i-n which the Clostng Date occurs 1 

and (b) obtainahle in the office of the particular taxing 

authority. 

-8. Assignment and Assumption of Contracts and Obliga­

tions. Al:: the Closing, Seller shall be de~med to ha,•e assigned 

to Duyei, without execution of any additional c1ocumentsr each and 

every Included Cbntract,_ and Buyer agrees to assume, and ~t the 

Closing, Buyer shall be deemed to have assumedr without execution 

of any additional documents, the obligations of Seller pursuant 

to or by means of each and every Included Contract, including, 

but not limited to, the obli-gations to make all refunds or reim­

bursements provided for thereunder. All main extersion agreements 

between Seller ana Boise Cascade Home & Lana Corporation shall be 

cancelled on the Closing Date and Buyer shall have no obligation 

to make any refuncls or reimbursements on account of any such main 

extension agreements between Seller and ,Boise Cascade Home & Land 

Corporation. 

9. Seller 1 s Employees. 

9.1, Accrued Vaca·tion Rights of Seller 1 s Ernployee.s. 

At the Clo$ing Conference, Seller shall deliver to Buyer a schedule 

(~Vacation Sche~ule 11 herein) setting forth the following information: 

-12-
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{a} The name':> of each peri:;on employed by 

Seller as of the Closing· Date and whose employment by seJ.1er 

was terminated on tl1e Closing Date ( 1'Tern1inated Employees'' 

herein). 

(b) With respect to each Terminated Employee, 

the number of days, if any, of vacation which, as of the closing 

Oi.lte, such Terminatea Employee would have been entitled to receive 

after the Closing Date (~Accrued Vacation'' J1erein). 

(c) The number ot dollars, if any, which 

each Terminated Employee is, as the result of the termination of 

such employeci's employment by Seller, en~ltlecl to receive from 

Seller in lieu of Accrued Vacation [''Accrued Vacation Pay'' 

he,=ein l. 

Seller also sl1all deliver to Buyer at the Closing 

~onference Seller's check in tl1e amount of the aggregate Accrued 

vacation Pay of all Terminated Employees. Buyer hereby agree~ 

to J1old an~ disburse such funds as hereinafter set forth in 

this paLagraph 9.1. 
,· 

Attached hereto, as Exhibit ~•91•.~kna made a 
,' 

part hereof is a form of Notice which Seller agrees to deliver or 

cause to be delivered within five {5) days following the Closing 

Date to e•ch Terminated Employee entitled to Accrued vacation or 

nccruea Vacation Pay. Buyer agrees to disburse, on behalf 

of Seller, to each Terminated Employee wl10 shall elect to receive 

Accrued vacation Pay (or who shall, prior to fifteen (151 days 

following the Closing Date, be deemed to have elected to receive 

~ccrued vacation Pay), the amount of ~ccruea vacation Pay set 

forth opposite ~uch Terminated Employee's narne on the 'vacation 

Schedule, such disbursement to be made promp~ly after any sucl1 
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election is made (or deemed to have been made). Seller agrees 

that any portion of the funds delivered to Buyer pursuant to the 

provisions of this Par~graph 9.1 not reguired to be disbursed to 

Terminated Employeei in accordance with the provisions of the 

immediately preceding sentence may be retained by Buyer as euyer 1 s 

property. J\s used herein, the term "Electing Emplo'yee 11 means each 

of those Terminated Employees who shall elect to receive Accrued 

Vacation in lieu of Acct'ued Vacation Pay. Buyer agrees to afford 

to each Electing Employee, dUring the calendar year 1978, that 

number of days vacation egual to that number of days of 1\ccrued. 

Vacation set forth opposite his name on the Vacation Schedule. 

Buyer further agJ:"ees to pay to, any Electing Employee? whose employ­

ment \1ith Buyer shall be terrninat(,j in 1976 the amount of Accrued 

VacatAon Pay which he would have received had he not elected to· 

receive Accrued Vacation in lieu thereoC h!ss apr,ropriate re­

duction b~sed for any vacation actually received from Buyer by 

sucl1 Terminated Employee during the calendar year 1978. On or 

before 30 days following the Closing Date, Buyer shall cleliver to 

Seller a complete accounting with. respect to the funas delivered 

to Buyer pursuant to the pr.ovisians of this paragraph 9.1 together 

with a duplicate original of the election, if any, made by any 

Terminated Employee. 

9.2 Severance Pay. Within twelve (12) months 

following the Closing Date, Buyer shall not employ any employee 

of, Seller whose employment is terminated on or prior to the 

closing □ ate and who is not ~ransferrea to tile employment of 

Duyer on the Closing Date unless Buyer promptly, upon employment 
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of such employee, reimburses Seller for any and all severance 

costs incurred by Seller in connection with such employee. 

10. Buyer's Obliqa~ion to Clo~e. The obligation 

of Buyer to close th~ transaction herein contemplated on the 

Closing Date is subject to the satisfication on or before the 

Closing Date'of the following conditions, complicnce witti whic/1 or 

the occurrence of which may be waived in whole Ol:' in part by Buyer 

in writing: 

(a} Seller sl1all have perform~d and satisfied all 

covenants and conditions required by this Agreement to be perfor-med 

and satisfied by it at or prior to the Closing Date. 

(bl Title Company shall be willing to issue 

~he Tille Policy called for by ~ubpar~gr~ph G.J(f) hareof. 

{c) The repreeentation of Seller set forth in 

l?aragr.aph 16 .1 shall be true and correct. 

{dJ Pursuant to a special bond election, Buyer 

shall l1ave been authorized to issue revenue bonds in an amount 

sufficient to enable B\lyer to purchase the lnc::lucled Assets as 

provided in this Agreement, and sl1all have issued and delivered 

such bonds. 

11. seller's Obligation to Close. The obligation 

of seller to close the transaction herein contemplated on the 

Closing Date is subject to the satisfaction on or before t)ie 

Closing Date of the following conditions, compliance with which ot 

the occurrence of which may be \..laived in whole or in part by 

Seller in w~iting: 

(a) Buyer shall have p~rformed and satisfied 

all covenants and conditions required by this Agreement to be 

performed and satisfied by it at or pri.or to the Closing Date. 
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(bl The representation of Duyer set forth in 

Section 15 shall be true and correct. 

(c) Buyer shall hrive deliveced to Seller ~n 

opinion of Buyer's counsel that (i) Duyer has been fotmed in 

accordance with applicable laws and regulations, {ii) ouyer has 

full and requisite power to acquire and op~rate the r~cluded 

A_ssets and to perform its obligalions under this Agreetnent, 

and ( iii) Buyer 1 s performance has been duly authorized by all 

requisite action on the part of Buyer. 

12. Commission Order. As a condition precedent to the 

obligation of each of Seller and Buyer to close this transaction, 

tl1e Commission shall have i5sued such order as in the opinion of 

counsel for Seller and Buyer is required by law l;.o authodze the 

sale of the Included Ass€.ts to Buyer as c:ontemplat.eO herein, 

unles~ such order is not required by reason of Section 853 of the 

Public Utilities Code. If such order or orders of the Commission 

requlre the performance of acts or the assumption of obligations, 

monetary or othe~wise, materially different from those contemplated 

by this Agrement ana by the Application, then the party hereto 

adversely affected by such order or orders may elect to terminate 

this Agreement. lf, after thm date hereof, and prior to the 

Closing Date, any order of the tommission directea to either of 

the parties sl1all materially and adversely affect tl1e consideration 

to be received by such party under t-his Agreement, then \:.he? party 

so affected may terminate this hgreement, 

13. Indemnification of Buyer. 

13,l Agreeinent to Indemnify. Subject to the 

provisions of paragraph 13 .2t Seller agrees to hold Buyer harmless 
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from and indemnify Buyer against any and al! liability, lo~s, 

damage, cost or expense to B_uyei:-t .including reasonable attorneys• 

fees, occasioned by or reslllting from {i) .any breach or default by 

Seller of any covenant, representation or agreement of Seller 

contained herein, or (ii) any liability to third parties by reason 

0£ any bre8ch by S~1ler of any contract not assumed by Buyer 

pursuant to the terms and conai tions of this Agreement. 

13.2 Indemnity Procedere. Buyer shall submit 

any claim for indemnification under this Agreement to Seller in 

wri':.ing within a reasonable time after Buyer determines that an 

ev,ent haS occurred ~hich has given rise to a right of indemnif i­

cation; provided, however, that the. right of indemnification of 

)3uyer under this Agrceffien\: shall not be affected by any delay in 

the giving of such ·notice unless by reason of sJch Oelay, 

Seller 1 s ability to aiscover o~ verify tbe facts relating to such 

claim for indemnification is significantly hamperea. If su:ch 

claims for indemnification r~late to d claim or demand )?resented in 

writing by a third party against Buyer, Sel;er shall have the 

right to ell}ploy counsel to defend an;t such claim or demana 

{which counsel shall be reasonably satisfactory to Buyer) and 

Buyer shall cooperate and may participate in the defenses of cny 

such cla·im and shall make available to Seller, or its representa­

tives~ all r-ecordr; ana oth2r materials in its possession or unaer 

its control reasonably 'reguired by Selle'l:: for it.s use in contest­

ing any such liability. If Seller 'does not elect to defend any 

such claim or demanc1r Buyer may do so at its option., but shall not 

have any obligation to rlo so~ 
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14. Indemnification of Seller.· 

14-1 Agreement to Indemnify. Subject to the 

provisions of paragraph 14 ,2, Buyer agrees to hold Seller har_mlC?ss 

from and. indemnify Seller against any and all liability, loss, 

damage, cost or e.xpe?nse to S~ller, including reasonable attoqie:Ys' 

fees, occasioried by or resultin9 from (i} any breach or default by 

Duyer o[ any covenant, representation or agreement of Buyer 

contained herein, (ii) the failure of nuyer to perform any 

agreement or obligation of Seller assumed by Buyer pursuant to 

this Agreement, or (ii.i) the use of .the water rights desci:i.bed in 

Ex}1ibit "2" hereof to serve or supply water outside the pc9sently 

existing boundaries of Jiuyer. 

l~.2 Indemnity Proceclu~e. Seller shall submit 

any claim for indemnification tmcler this Agreement to Buyer in 

writing wil:hil1 a reasonable time after Seller determines that an 

e•1ent has occurred which has given rise to a right of indemnifi-

c::a tion; provided, however, that the right of inaemn if ica t ion of 

Seller under this Agreement shall not be affected by any Celay 

in the giving of such notice unless by rr?a~_on of such delay, 

Buj'er 1 s ability to discover or verify the facts relating to su'cl~ 

claim for indemnification is significantly hampered. If such 

claims for indemnification relate to a claim or aemand presented 

in writing by a third party against Sellerr Buyer shall have the 

right to employ counsel to defend any such claim ot: demand (which 

counsel shall be reasonably satisfactory to Seller) and Seller 

shall cooperate.and may participate in the aefenses of any Guch 

claim and sl1all make available to Buyer, or its representative, 

all records and other materials in its possession or under its 

control rensonably required by Buyer fa~ its use in contesting any 
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such liability. If Buyer does not elect to.defend any such claim 

or Oemand, Seller may do !lO at its option, but shall not have any 

obligation to do so. 

15. Buyer's,lVarranties. Duyer r~presents and warra11~s 

to Seller that Buyer has not employed any real estate broker, 

finder or agent and has not agreed to pay or otherwise incut any 

real estate braltcrage fee, find er I s fee or cor:uniss ion with respect 

to this transaction. 

16. Seller's Warranties. 

16.l No Broker. Seller represents and warrants 

to Buyer that Seller has not employed any real esta'te broke1;, 

finder or agent and has not agreed to pay or otherwise incur any 

real estate brokerage fee, finder's fee or commission with respect 

to this transaction. 

16.2 11.hsence of Other Warratlti~s of Seller. 

Except as provided in Paragraph 16.1 above, Seller makes no 

r_epresentation of warranty respecting the Include.a Assets or any 

portion thereof. or otherwise in connection with this transaction . 

. 'Without limiting the generality of the for~going, BuyeJ:" acknow­

ledges and agrees that: 

{a) ·Buyer has requested fJ:"om Seller, and 

Seller has furnished to Bayer. all instruments, records anO 

documents which Buyer deemed appropriate or advisable to revi~w 

in connection with this transaction, and Buyer has reviewed the 

same and has deter;mined that the sam-e and the info.rmation and 

data contained therein and evidenced thereby' are satisfactory to 

Buyer. 

(b) Buyer has made its own independent 

investigation respecting tl1e Included Assets and each portion 
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thereof, and all othe~ aspects of this transaction and is relying 

entirely tl1ereon ancl on !,:he a~vice o( its consultants in entering 

into this Agreement~ 

[c) All Included Ass~ts are purcl1asaa "ns is". 

(dl Seller has advised Buyer that the list of 

water works faciilJties contained in Exhibit ''3'' was not prepared, 

from current records ~nd that seller has made no inspection or 

investigation of these facilities. Sell-er- bas made no representa­

tion or wan·anty as to or conce,:-ning the existence, location or 

condition of such water works facilities. 

[e) Seller has made no representation or 

warranty as to or concerning t.he content~ or accuracy of any pro 

fox-uu:1 f;cL2dule, ~tat:.erncnt or p:::ojcction ,-,hich may have been 

furnished to Buyer, and Buyer shall have no claim agai11st Seller 

by reason of or based on ,3ny such proforma schedule, statement or 

projection. 

(fl Sellers have made no representation 

respecting the rights of downstream riparian owners with respect 

to water now or hereafter irnpounded in Lake 1\rrowhead and Buye?r- is 

aware that such downstream riparian owners may have cartain rights 

with respect to such water. 

17. Agreement to Render Water Service. Witl1out limiting 

t)Je generality of section 16, above, Buyer will render water 

service to all existing customers being lawfully served by Seller 

within the service area of Seller as delineated in the Certificate 

of Convenience and Necessity g:r;-anted by the Commission and to 
-------

the two existing areas shown o~----!-'~':-~~-J?._ .. att;ichecl hereto as Exhibit 

u10 11 and made a part hereof presently being served by seller 
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outside of ito certificated area and the required sale of water to 

1\i:-rowhead Manor Water company as approved by the Commission in 

Decision No. 67047 dated April 7, 1964 in accorclanc~ with tJ1at 

certain "ll\REVOC1\DLB AGREEMEU'l''1 clated December 9, l9G3 by ancJ 

between Lake Arrowhead Devalopment Co, and Arrowhead r1nnor wt 

co., • copy of 'which is attachetl hereto as Exhibit ~I) and :,:: a 

part hereof. Buyer agrees tllat it shall not charge Arrowhead 

Hanor Wal:e.r Co. 01: Boise Cascade Home t. Land Corporation t succ~z­

sor to Lake Arrowhead Devrilopment Co.), its successors and assigns, 

fot" any water requii=e.d ta be delivered to 1\r.r:owhead Manor Water 

Co. pursuant to Sa id IRREVOCABLE AGREEMENT. 

18. iffect of Termination. In thQ event this Ag~~ement 

is ter~inated pursuant to the provisions,of Pnragripl1 G.1 or 

Section 12 hereof, then neitl1er party shall have any obligation o~ 

liability to the other pursuant to or by reuson of this l~greement. 

19. Possession, Buyer shall be entitled to posz.ession 

of the Included Assets when the Deed records, During the term 

of this hgLecment and prior to the time when Buyer is entitled to 

possession, Buyer, its agents and ind~pendent contractors, shall 

be entitled to enter upon the Real Property to the c>:tent necessary 

for t.he purpose of planning its operations and carrying out t.he 

inten~ of this Agreement, Buyer shall repair all damage to the 

Included J"lssets and shall indemnify Seller from all costs and 

expenses resulting from Buyer 1 s activities under this Section. 

20. Rates for Irrigation of Lake Arrowhead country Club. 

Buyer has been informed and is aware that Seller currently charges 

the owner of tt 1e Lake Arrowhead Country Club an amount (the ''Per 

Acre Foot Amount") equal to Seventy rive Dollai:s ($75.00) {the: 
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"Existing Country Club Base Rate") for each and every acrt? foot of 

water Oeliv~reO to the meter located at the Bernina Divide f'ilter 

Plont for irrigation of Lake nrrowhead Country Club. Duyer has 

been informed and is aware that Seller currently charges domestic 

custome-rs Eighteen Dollars and Fifty Cents ( $10. 50) f the 11 t::xis ting 

Domestic Base·nate'') for e~ch of thb first one thousand (1,000) 

cubic feet of water used by such customer during each two (2) 

month period. Buyer agrees that it will not increase the Per ~c•• 

Foot hmount by an amount which -would result in the number derived 

by dividing the Per Acre Foot Amount atter such increase by the 

Existing country Club Base Rate being greater than the number 
/ ,, 

derived by dividing the then ctmount to be! charged C!ach domestic J\',t{.. 
' , \J t ~ ~ 

customer for each cE th~ first on~ thouannd [1,000) cubic feet of~~~ ,;i~ 

water used by such customer during each two ( 2} month period by 
/000 ---- = <;'/ O 5 

,1 f S,GD ' 

21. Further Assurances. Seller willr whenever and as 

often as shall be requested by Buyer, and Buyer will, whenever and 

as often as it shall be requested to ao so by Sell~r, eY.ecute, 

acknowledge and deliver, or cause to be executed, acknowledged and 

delivered, any and all such further conveyances~ assignments, 

confirmations, satisfactions, releasesr powers of attorney, 

instruments of further assurance, approvals, consents and any and 

all such further instruments and documents as may be necesGary, 

expedient or proper, in the opinion of the party regue~ti11g the 

samer in order to complete any and all conveyances, transfers, 

sales and assignments herein provided and to do any and all other 

acts and to execute, acknowledge and deliver ~ny and all documents 

as so reguested i~ order to carry out the intent and purpose of 

this Agreement. 
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22. Notices. Ho notice, teguest, demand, instruction 

or other document to be given hereunder to any party shall be 

effective for any purposes unless personally delivc~ed to the 

person apd at the appropriate address set forth below (in wl1ich 

event such notice shall be deemed effective only upon such dC?­

livery) 01:: wht!n delivered by mail, sent by registered or certified 

mail, return receipt requested, as follows: 

If to Seller, to: 

Ooise Cancade Borne & Lana Corporation 
P.O. Box 28 
Palo Alto, California 94302 

Attention: Contract Aaministrator 

Ana to: 

Cox, Castle & Nicholson 
Two Century Plaz.a, 'I'w~nty-E:ighth Floor 
2049 Century Park East 
Los Ang~les, California 90067 

Attantion: Stephen G. Shapiro, Esq. 

lf to Buyer, to_: 

Lake Arrowhead C9mmunity Services District 
P~ o. Box 787 
Crestline, California 92325 

Attention: President of the Board of Directors 

And to: 

Clayson, Rothroclt & Mann 
601 south Main Street 
Corona, California 91720 

Attention: Ivan Hopkins, Esq. 

Noti~es so mailed shall be deemed to have been given 48 hours 

after the deposit of same in' any United States mail post office 

box in the state to wl1ich the notice is addressed, or 72 hours 

after deposit of same in ~ny such post office box other than in 
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the state to which the notice is addressc:!.cl, postage prepoid, 

addressed as set forth above, excep~ for those notices with 

respect to which this Agreement specifically requires actual 

receipt. Notice shall not be deemed given unless ~nd until under 

t:.he preceding sentence notice shall be deemed given to all addres­

sees to whom nOtice must be sent. The addresses c!nd addtess'ees, 

for the purpose of tbis pa1:agraph, may be changed by giving 

written notice of such change in ~he manJier herein provided 

for giving notice. Unless and until sucl1 written notice is 

received1 the .last address and addressee stated by written notice, 

or pr~vided herein if no written notice of change has been sent or 

received, shali be deemed to continue in effect for all purposes 

llereunOer. 

23. Books and Records. For a period of sevun {7) years 

after the Closing Date, ~11 dee9s, books, maps and records referred 

to in subparagraph l.l(g) above (the uBooks and Records'') shall be 

kept and maintain~d by Buyer in Arrowhead Woods and shall not be 

removed therefrom without Seller 1 s prior written consent. Seller 

and its designated agents shall be given access to the Books and 

Records from time to time and at any time during normal business 

hours for any reasonable business purpose upon five (5) days 

notice to Buyer. In the event Buyer no longer wishes to keep and 

maintain the Bo~cs and Records, Buyer shall so notify Seller. 

nithin thirty (30) days after the giving of such notice, Buyer 

shall turn over possession of the Books ana Records to Seller on a 

date mutually convenient to Buyer and Seller. Buyer shall have 

access to the Books and Records prior ~o the Closing Date for 

reasonable purposes in connection with this Agree.•e~t:_":'._.b . 
~ ;· __ .'.}-(_)\:i-t;frJ~:\1\:}~f~<t~{' 
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peri?d of seven (7) years after the Closing Dote, Duy~r and its 

designated agents from time t'o time and at any time duc-ing normal 

business hours upon five (5) days. notice to Duyer shall be given 

access for any reasonable business purpose to the books nnd 

records of Seller's parent and affiliated corporation~ whicJ 1 ar~ 

rcl~ted to seller's operations wl11ch are not kept and maintained 

at Lake Arrowhead. 

24~ Miscellaneous Provisi.ons. 

24 .1 Time, It is agreed that time is of the 

essence of this Agreement. 

24 .2 Attorneys' Fees. If. legal action' be co111-

rnencetl to enfor.ce or to declare th~ c££ect o[ any provisions of 

this Agreement, the court as part of its· judgment shall a,.~:-d 

reasonable attorneys' fees anl costs to th~ prevailing party. 

24.3 No Waiver. The waiver by one party of th~ 

perfor-mance of an'y covenant, condition or promise shall not. 

invalidate ~his Agreement nor shall it be considered a waiver by 

sucli party of any other covenant, condition or promise l1ereunder. 

The waiver by either or both parties of the time for performing 

any act shall not constitute a waive~ of the time for performing 

any other act or an identical act required to be performed at a 

later. time. The exercise of any remedy· shall not exclud.e other 

consistent remedies unless they are e~pressly ev.cluded. 

24.4 Construction. As used in this Agreement, 

the masculine, feminine or neuter gender and the singular or plural 

numbers shall each be deemed to include tl1e other whenever the 

context so indicates. This Agreement shall be construed as a 

whole and in accordance with its fair meaning, the caption~ being 
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for convenience only and not intended to fully describe or d-efine 

the provisions in the portions of the 1\grcement to which they 

pertain. 

24.5 Merger. It is agreed that all understanding~ 

and agreements l1eretofor~ had between the p~rties respecting this 

transaction are merged in this Agreement, which fully and com­

pletely eY.presses the agreement of the parties, and that there are 

no representations, warranties or agreements except as specifi~ 

cally and expressly set forth herein and in the exhibits annexed 

hereto, 

24,6 Amendments. No chan~e in or addition to this 

Agreement or any part hereof shall be valid unl~ss in writing and 

signed by or on behalf of .the party cha,=-gea there";i th. 

24,7 Survival of Representations anrl Warranties. 

~ll covenants and agreements, representations and warranties 

made berein shall survive the execution and delivery of this 

Agreement, the Closing hereunder and all deliveries contemplated 

herein. 

24.8 Counterparts. This Agreement may be 

executed in any number of counterparts. Each such counter­

pa-rt hereof shall be deemed to be an original instrument but 

all s4ch counterparts together shall constitute but one Agree­

ment: 

24. ~ Computation of Periods. 1\11 periods of 

tim·e· referred to in this Agreement shall include all Saturdays, 

Sundays and state ox: national ·holidaysr unless the period of time 

specifies business days, provided that if the dato or last date to 

perform cmy act or give any notice with respect to this AgreeTnent 
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shall fall on a Saturday, SunaDy or state or nntionnl holiday, 

such act or notice may be timely performed or given on the next 

succeeding day which is not a Saturday, Sunday or state or na­

tional holiday, 

24.10 Expenses of Transaction. Except as other­

wise expressly. proviaea herein, Seller and nuyer, respectively, 

shall pay their respective costs and expennes in preparing ~nd 

performing this Agreement' and the transc,_ctions' conttimplatea 

hereby. 

24.11 Successo~s and Assigns. This Agreement 

shall be binding upon and inute to the benefit of the successors 

and assigns of tl1e parties hereto, but this Agreement may not be 

assigned by Buyer without the prior written consent of Seller. 

IN WI'l'NESS WHEREOF, the parties hereto hnve ?Y.ect1 ted 

this Agreement as of the day and year first above written. 

AnRDNHE:J\D UTlLITY COMPAH'Y 
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