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Utah Départment of Commerce

Division of Corporations & Commercial Code
160 East 300 South, 2nd Floor, PO Box 146705
Salt Lake City, UT 84114-6705
Service Center: (801) 530-4849
Toll Free: (877) 526-3994 Utah Residents
Fax: (801) 530-6438
Web Site: http://www.commerce.utah.gov

09/09/2010 -
5823339-016009092010-2984602

CERTIFICATE OF EXISTENCE

Registration Number: 5823339-0160

Business Name: GRAND STAIRCASE WATER COMPANY, LLC
Registered Date: January 28, 2005

Entity Type: LLC - Domestic

Current Status: Good Standing

The Division of Corporations and Commercial Code of the State of Utah, custodian of the records of
business registrations, certifies that the business entity on this certificate is authorized to transact business and was
duly registered under the laws of the State of Utah. The Division also certifies that this entity has paid all fees and
penalties owed to this state; its most recent annual report has been filed by the Division (unless Delinquent); and,
that Articles of Dissolution have not been filed. '

Kathy Berg
Director
Division of Corporations and Commercial Code
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Utah Department of Commerce

Division of Corporations & Commercial Code
160 East 300 South, 2nd Floor, S.M. Box 146705
Salt Lake City, UT 84114-6705
Phone: (801) 530-4849
Toll Free: (877)526-3994 Utah Residents

" Fax: (801) 530-6438
Web Site: http://www.commerce.utah.gov

Registration Number: 5823339-0160 November 3, 2009

Business Name: GRAND STAIRCASE WATER COMPANY, LLC
Registered Date: JANUARY 28, 2005

F

CERTIFIED COPY OF
ARTICLES OF ORGANIZATION AND AMENDMENT

THE UTAH DIVISION OF CORPORATIONS AND COMMERCIAL CODE (“DIVISION”) HEREBY

CERTIFIES THAT THE ATTACHED IS TRUE, CORRECT, AND COMPLETE COPY OF THE ARTICLES
OF ORGANIZATION AND AMENDMENT OF '

GRAND STAIRCASE WATER COMPANY, LLC
AS APPEARS OF RECORD IN THE OFFICE OF THE DIVISION.
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Kathy Berg
Director

Division of Corporations and Commercial Code

Dept. of Professional Licensing Real Estate Public Utilities Securities. Consumer Protection
(801)530-6628 (801)530-6747 (801)530-6651 (801)530-6600 (801)530-6601



OF
GRAND STAIRCASE WATER COMPANY, LLC  ~ :
(Pursuant to Section 48-2c-403 of the Utah Limited Liability Company Act) %
To the Divisions of Corporations , : S
and Commercial Code
of the State of Utah

The undersigned person, acting as an orgavizer of the limited lability company hereinafter named,
sets forth the following statements:

FIRST: The name of the limited liability company is Grand Staircase Water ¥
Company, LLC (the “Compamf’)

SECOND: The period of duration of the Company is perpetual.

'I".[—I[RD: The business purpose for which the company is formed is real-estate
development. : .
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FOURTH: The sireet address and the name of the registered agent of the Company
at that address, as required by the provisions of Section 48-2c-302 of the Utah Limited Liability

Company Act, are as follows: Corporation Service Company, Gateway Tower East, 10 Bast South
Temple, Suite 900, Salt Lake City, Utah 84133,

b

' FIFTH: The management of the Company is reserved to the members. The name
and the street address of each of the inifial member of the Company are:

NAME STREET ADDRES!
Canyon Land Development, LLC 301 Convent Avenue
; : ' Tucson, AZ 85701
Pangolin Development, LLC ~ 10 Bast South Temple
. Salt Lake City, UT 84133
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SIXTH: The address of the Company's designated office for statutorily required
record keeping is 10 East South Temple, Suite 900, Salt Lake City, Utah 84133,

SEVENTH: The director of the division is appointed the agent of the Company for

service of process if the agent has resigned, the agent's authority has been revoked, or the agent
cannot be found ot served with the exercise of reasonable diligence.
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BIGHTH: The aforesaid registered agent hereby acknowledges its appointment as .

* such: £
CORPORATION SERVICE COMPANY
o O 2 fatea
/> )
Executed om: ‘ ' Jénuary 27, 2005
IN WITNESS WHEREOF, I have signed this document on the date set forth below and do hereby ¥

affirm, under penalties of perjury, that the statements contained therein have been-examined by me
and are true and correct. e

Dated: January 27, 2005.

fie Lawton Kisch, Orgavizer

c/o Farella Braun + Martel, LLP
235 Montgomery Street, 30" Floor
San Francisco, CA 94014
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GRAND STAIRCASE WATER COMPANY, LLC

The undersigned person, acting on behalf of the members of the limited liability company
hereinafter named, sets forth the following amendments:

1. The name of the limited liability company is GRAND STAIRCASE WATER
COMPANY, LLC.

2. The Articles of Organization shall be amended as set forth herein.

mE Tl

3. The THIRD article is amended to read in its entirety as follows:

THIRD: The business purposes for which the company is formed are to
hold, vest, use, lease and sell water rights, to own and operate a water distribution system,
including wells, pipelines, tanks and other appurtenances in order to provide culmary and
secondary water, and to perform and pursue all other lawful purposes.

4, The FIFTH article is amended to read in its entirety as follows:

FIFTH: The members of the Company are:

s NAME : - STREET ADDRESS

Canyon Land Development, LLC c/o Canyon Equity LLC :
' 101 Larkspur Landing Circle, Suite 310
Larkspur, CA 94939
Attn.: Homi Vazifdar

Page Three, LLC c¢/o Canyon Equity LLC

101 Larkspur Landing Circle, Suite 310
Larkspur, CA 94939
Attn.: Homi Vazifdar

Christoph Henkel 25 Dawson Place

London, England W2 4TH
United Kingdom  ze: DBI0EIE005

Recalnl Mumhar 15565892
At Fald §37.00
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5 A new article NINTH shall be added, which shall read in its entirety as follows:

NINTH: The business and management of the Company is to be
performed by a manager. The name and the street address of the manager are:

NAME | STREET ADDRESS

Canyon Equity LLC 101 Larkspur Landing Circle, Suite 310

Larkspur, CA 94939
Attn.: Homi Vazifdar

6. As required by Utah Code Ann. §§ 48-2c-408(1)(e) and 48-2c-803, each

amendment contained herein is adopted by the undersigned initial members of the
company.

MEMBERS: '
Canyon Land Development, LLC Pangolin Development, LLC

L4

‘By Homi Vazifdar, Chief Executive

By Homi Vazifdar, by Resolution of
Officer and Director

Sole Manager of Pangolin
Development, LLC .

Executed and adopted by the Members on August 3, 2006.

MANAGER OF GRAND STAIRCASE WATER COMPANY, LLC:

Canyon Equity LLC, a Delaware limited liability company

sk

By Homi Vazifdar, Chief Executive Officer and Member

Executed by the Manager on August 3, 2006.
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AMENDED AND RESTATED OPERATING AGREEMENT
OF

GRAND STAIRCASE WATER COMPANY, LLC

19539\766909.2



TABLE OF CONTENTS

Page
ORGANIZATIONAL MATTERS ...commianeurisercsissssssssss st s s 1
IR e oo T taTe, « WOV R RS RT S 1
1.2  Name and Place OF BBUSIILESS +.vvvovereeeersenerssnsesemnsraseessmssnssssssssssssmasasabsssssssssnsnsasassases 1
1.3 Purp0se Of the COMPEINY euuureuessissssnssrsssesssssresssssssissssimsss st s s 2
1.4  Articlesof Formation..........;...................'. .............................................................. 2
1.5 Other CErtifICAIES .vuereeucursrersramesssssrssstsesssessssensssesssess s ssss s s st 2
1.6 Agent fOr SErviCe Of PTOCESS.crrmmrrrisssissrsssss sttt 2
T T USRS 2
1.8 COStS Of FOIMIALIOM. . erucsermrsersssesmmsessssssssssnsnssssassssas s sbss s masasacease eeeeeereneanes 2
1.9  Percentage TIIEETESES +nvveeeverersessesersesesssnsesmsesnsnnsssasssseastassmssnssesas sanbasnsassssssnmnsassunsacs 2
1,10 PLIME RALE...oouivsireeeseereesmsaresssssssseassstssscssass s as et s S st 3
FINANCIAL MATTERS ..o SRRSO reeeeeeaesaneeensrens 3
2.1 Titia) CONIIDUHONS w.veveveesseeesersrcsrnmssssssssscessemasasiasasssssessee s s sanasnsasaseesssssens 3
2.2 Additional Contributions ......ccueueseesssesesemsensens emeoesesnasasasesemesasosesesssistassnecasesssisares 3
7.3  Failure to Make CONTIDUHONS «ovuerunvseessmmsecnsmrrrmssrsss st s 3
24  Distributions of Cash FIOW o s 3
D5 (BUATATIEEES evsesesereraraesesenssesssrenssssnssratases s s s RS ERSEs s SaS 4
TAX MATTERS .ceoeecveeaeeesseres s ssesssemssssssssasts st ss sh st s s s 5
31 DETIDILIONS . rerreuseensersssessensrsareressasssmssrsstssess s as s aa st s s s S ss 5
3.2 Capital ACCOUNES.cvrmrrrmrmrcenncncass eeeeeteteotemieneesassensesseesreien neseaene e Rt s TR s 7
TR T U 7
3.4 DefiCit RESIOTALOMN ooeureeuertrerriemssssrrsssrssss e snstsnss s s s s s 8
35  Allocations of Profits, Losses and Deductions for Book and Tax Purposes ......... 8
ACCOUNTING, BANKING, REPORTS ..ot 10
4.1  TFiscal Year; Accounting Method......coeeenicvvcuninnnns ............................................ 10
A9 ACCOUIIATIES . eeemnrsrersreemesseseresirmssssrasssssssessasasassssmrs st sns s ssss s son s s s s s s 10
43  BOOKS a0 RECOTAS curvreruccemmiirmarsranssasssssseesressasasssssrsnassssns s sssssssosas s sesssssnees 10
44  Reports and Financial Statements............ TSSO — 11
B.5 BEOKIDG oo sessesee ottt e 11
4.6  Ownership Certiﬁcates..............; .................. oeeeresierereetesesenae s sra s Rt e 11

~i- 19539\766909.2



TABLE OF CONTENTS

(continued)

Page

MANAGEMENT AND OPERATION OF THE COMPANY .ooviiimimmiiicnicnissnees 12
51  Authority and Duties Of MANAZET «....currrissmseressssimssmmsesssstiness s 12
52  Limitations on the Manager’s Powers and AUthOTILY cveevevemrirerrnrrrsensesses e 14
53  Execution of Contracts ......... 14
54 Tax Matters PAMNET .o emseriersstsreessmrmssisersssse s st s 14
55  Section 754 EIECHON ocurireresrereseeriscsssarsssssssssns ittt s 14
56  Obligations Of MANAZET wecuussecesemsnrssssssssssesissessimsssss st s 15
57  Compensation and Reimbursement OF the ManageT .c.ccecmmrerrsrernssncemsirraneanesnanes 15
5.8  Change in MANAGET(S) .uueresersscosrerssssssmrssssssesssssmsassssss szt s 15
50  Liability Of MANAZET c.veereesersesssssessssssmasssssassessas s sansess s s s 15
5.10  TOSUTADICE «.vvrvsererreresssssisssssessssssseassmssasaassas st e s Sn Ss 16
IIEMBERS ...oooeorevssesaessestaessesinssasssss st soesesassbasass s css s s s S s 16
6.1  Liability Of MEIMIDETS cooveorisssrmsnsrssssmrssmmsssmsssmsssssss st 16
‘6.2  Matters on Which the Members are Entitled to VOIE cevcvevrerneneeecinercnainns — 16
6.3  Majority Vote Required for Members’ DECISIONS vveenvicermarmresseeencesiensznasssaseses 16
6.4  Members’ Rights and Powers; Compensation.......... ressessestsssesesesasssasatarstsanarsnnses 17
6.5  Restrictions 01 MEMDETS c..ewuersereemsersesmemsmssssssssesas e e 17
6.6  Meetings; Voting and Approval PrOCEAUIES ....eererrereeesnersrrscssennsnsmsssesssesssnsensssasnss 17
6.7 Indemnification of Members and Managers .u.eeessseurmermsssessecmsunsmmsenssmsseseness 18
6.8 NO CODILCES cerorvreesercrsecrsserrsemsrssressaesssmsssssssssssst s sy st 19
6.9  Indebtedness INSIUIMENLS . werrcusserssresssisssssmssemssasasmsss s s oo 19
TRANSFER OF A MEMBER’S INTEREST ..ooiiirisiiinictsimsine s csccasemnienmsriseeeenes 20
71 DEUHON ooerereerseesesrssessss s sse oo e s e e 20
T Ve (o T S .......................... 20
73 SUDSHIMEA METDETS .oeeecesererrnsessssesssnmssssarsesss s ss s sasas s s snssss s 20
7.4  Permitted TEATISEETS o.ooovooveseesseeereesesseaeessssseeesaetsasse s s s sastseta s b s s s s s s 20
7.5  Conditions to Transfer e verrrseteeeeetaseaea s ae e s s R s 21
76  Sale of a Member’s Interest; Right of First RETUSAL cereeeereeremrmrmeercreeenennasnseanenns 21
DISSOLUTION AND WINDING UP ceceinuimnmnsasssisssassssmssssiss s cns s 22
8.1 DASSOIULLON cervenrvereessresercsessarssss s msemss s s s 22
-ii- 19539\766909.2



10.

8.2

10.1
10.2
103
10.4
10.5
10.6
10.7
10.8
10.9
10.10
10.11
10.12
10.13
10.14
10.15
10.16
10.17
10.18
10.19
10.20
1021
10.22

TABLE OF CONTENTS
(continued)

WIDAINE UD.rveremrecrrmrrssnessessesassassmsssssassamssssssssssssssssnsenees
Arbitration of Disputes
MISCELLANEOUS PROVISIONS
Execution by Power of AfOINEY...covmermmrisesrcessasinrnnnienenss

Governing Law; FOIUML ..o et sesnsissscaeee

NOTLCES .eeererererrererresrorssnsasrasssarnes Ceveeresenessessseesssessssessessosensrran
Covenant of Further Assurances oo s eeesestas b s s ranasasrans
Unenforceability of Certain Provisions ... eevssessseisnen:
Headings; Exhibits; RECIALS c.covucveeimrssrmcnscnisnasiannsnsnsanss
SEATULES ..o veererenssrensnssnesasassesanssasesssossnsssssmamisssssesssusasasesssssasens
Attorneys’ Fees ....................................
IO BIOKETS cnvneneereemrsrssnsssesseserismsssmsassssesnsssmsasmssassssssssssssssssases
CTOSS-RETETEIICES .vveverrererueensacmnmrnsnssessessssrrasassassssssanssssasnses
Investment Representation.......coeeeeeees eereeeee s senseesaesasins
Oy s Y te) R S
Modification and AmENAMENL .....ccrereersrcrescesusrsrsrnsassesacasns

Counterparts; FEfECHVENESS wvuverrrerresersssmserenemrsesersrassssesscsoss

Time of the Essence; Non-Business Days

Third Party BenefiCiaries ..o cowvrerrersemssssissesenssaenasnsssescoces:
Compliance With LaWs....cc.reemurssmsssmminssemsasssssssseriseee
Authority ...coveeeeee e tetesseatesseseessenesretasssirernrnrrnnyasrasiessieasanans

-

.....................................................................

.................................................

............................

19539\766909.2



AMENDED AND RESTATED OPERATING AGREEMENT
OF

. GRAND STAIRCASE WATER COMPANY, LLC,
a Utah limited liability company (the'“Company”)

THIS AMENDED AND RESTATED OPERATING AGREEMENT (“Agreement”) is
made as of the /@ day of August, 2006, by and among Canyon Land Development, LLC, a
Delaware limited liability company (“Canyon Land”), as a Member, Page Three, LLC, a Utah
limited liability company (“Page Three”), as a Member, Christoph Henkel, as a Member, and
Cenyon Equity LLC, a Delaware limited liability company as the sole Manager (“Canyon
Equity” or “Manager”).

RECITALS

This Company was formed on January 28, 2005 to acquire, hold, vest, use, lease and sell
water rights, to own and operate a water distribution system, including wells, pipelines, tanks and
other appurtenances in order to provide culinary and secondary water, and to perform and pursue
- all other lawful purposes. Since its original formation, with Canyon Land and Pangolin
Development, LLC as the only two Members and Page One, LLC as the sole Manager, the
Company has not acquired any water rights or other assets.

The Members are entering into this Agreement to acknowledge that Page Three and
Christoph Henkel have replaced Pangolin Development, LLC as Members of the Company, to
acknowledge that Canyon Equity has replaced Page One, LLC as the sole Manager of the
Company, and to incorporate the investment terms and the water rights contributions by the
Members.

NOW, THEREFORE, incorporating the foregoing Recital and in considefation of the
mutual agreements and covenants contained herein, the parties hereby agree as follows:

1. ORGANIZATIONAL MATTERS

1.1  Formation. The Company was formed as a limited liability company pursuant to
the provisions of the Utah Limited Liability Company Act (as amended from time to time, the
“LLC Act”). Unless otherwise expressly provided in this Agreement, the rights and liabilities of
the Manager and the Members will be as provided in the LLC Act. To the extent the provisions
of this Agreement conflict with any provisions of the LLC Act, the provisions of this Agreement
will control and the conflicting provisions of the LLC Act will be deemed waived to the-
maximum extent permitted by law.

12  Name and Place of Business. The Company will transact business under the
name of “Grand Staircase Water Company, LLC” or such other name as the Manager may
hereafter select. The principal place of business of the Company shall be at 101 Larkspur
Landing Circle, Suite 310, Larkspur, California 94939, or at such other place as the Manager
may hereafter determine.

19539\766909.2 1



1.3 Purpose of the Company. The principal business and purpose of the Company is
to acquire, hold, vest, use, lease and sell water rights, to own and operate a water distribution
system, including wells, pipelines, tanks and other appurienances in order to provide culinary
and secondary water, and to perform and pursue all other lawful purposes. The water rights
being contributed by or on behalf of the Members as described in Section 2.1 (Initial
Contributions) and all wells, pipelines, tanks and all other water equipment, systems and
facilities shall be termed the “Property” herein. The Company may engage in all activities that
are necessary and appropriate to the conduct of such business, but shall not engage in any other
business or activity unless approved pursuant to Section 5.2.2.

14~ Articles of Formation. Manager has prepared, executed and filed in the office of
the Utah Secretary of State the “Articles of Organization” of the Company in accordance with
the LLC Act (the “Articles”) and shall prepare, execute and file such amendments thereto as
may be approved by the Members from time to time, including the amendment reflecting the
change in the Manager and Members described in the Recitals, and shall cause a certified copy
of the Articles to be filed or recorded in any county oOr location in which such filing or recording
is required by law or is deemed appropriate by the Manager.

1.5 Other Certificates. The Members shall execute and Manager shall file and cause
to be published or recorded from time to time such other statements, certificates and other
documents as may be required and shall take such other action as may be required by the law of
any jurisdiction where the Company conducts business or is deemed appropriate by the Manager.

1.6  Agent for Service of Process. The name and address of the registered agency of
the Company for services of process on the Company in the State of Utah is Corporation Service
Company, 10 East South Temple, Suite 900, Salt Lake City, Utah 84133. The Manager may
change the designation of the agent for service of process and make any necessary filing with the
Secretary of State of Utah. Promptly after receipt, each registered agent and replacement agent
for service of process, will deliver copies of all legal processes and other notices served on him
as agent for the Company to the Manager.

1.7 Temm. The Company will commence on the filing of the Articles in Utah, and,
subject to the provisions of Article 8 (Dissolution and Winding Up), will continue indefinitely,
unless sooner terminated pursuant to the provisions of this Agreement.

1.8 Costs of Formation. The Company will reimburse the Manager and each of the
Members for its reasonable attorney’s fees and costs incurred in connection with the formation of
the Company, including the preparation of this Agreement.

1.9  Percentage Interests. The Members’ “Percentage Interest,” which shall
represent their interest in all of the assets, distributions, profits and losses of the Company, shall
be: Canyon Land - 4.606%, Page Three — 38.724%, and Christoph Henkel — 56.670%. The term
«pro-Rata” shall mean in proportion to the Members’ Percentage Interests at the time in
question. The term “Membership Interest” shall mean, as to any Member at any given time,
such Member’s interest in the Company, including the Member’s Adjusted Capital and Capital
Account, rights to distributions and Profits and Losses and any other rights and interests of such
Member in the Company. '
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1.10 Prime Rate. A variable rate per annum equal to the highest “Prime Rate” as
published from time to time by the Wall Street Journal (or a comparable publication if it is no
longer being published) but in no event greater than is permitted by applicable law.

2. FINANCIAL MATTERS

51 Initial Contributions. Upon the execution of this Agreement or shortly thereafter,
the Members shall contribute, or cause to be contributed on their behalf, the following
(collectively, the “Initial ‘Contributions™): (i) Canyon Land shall cause Page One, LLC, in
fulfillment of Page One, LLC's obligations to Canyon Land to do so, to contribute, by Water
Right Quit Claim Deed to the Company, 4.606% of Kane County Utah Water Right #89-1155
and 4.606% of Kane County Utah Water Right #89-1619; (ii) Page Three shall cause Page One,
LLC, in fulfillment of Page One, LLC's obligations to Page Three to do so, to coniribute, by
Water Right Quit Claim Deed to the Company, 38.724% of Kane County Utah Water Right #89-
1155 and 38.724% of Kane County Utah Water Right #89-1619; (iii) Christoph Henkel shall
contribute, by Water Right Quit Claim Deed to the Company, 56.670% of Kane County Utah
- Water Right #89-1155 and 56.670% of Kane County Utah Water Right #89-1619; and (iv) cash
to the capital of the Company in the amount of their Percentage Interest times the amount of
cash, if any, required by the Manager in a cash capital call notice to the Members. The
combined total of all of the foregoing water rights is 2,171.91 acre feet of water, which are
currently valued, based on third party advice, at $2,000.00 per acre foot or a total value of
$4,343,820.00. The value of the contributed water rights shall be allocated to the Capital
Accounts of the Members, in accordance with their Percentage Interests, as follows: Canyon
Land - $200,076.35; Page Three - $1,682,100.86; and Christoph Henkel - $2,461,642.79.

2.2  Additional Contributions. The Members shall provide all additional funds
required by the Company from time to time to meet the Company’s working capital requirements
and for acquisition, development, construction, operation, maintenance, leasing and
improvement of the Property and payment of Company expenses. The Members shall provide
all such funds by making contributions of additional capital (“Additional Contributions”) to the
Company from time to time, within fifteen (15) days following a written call by the Manager;
provided, however, that no third party, including without limitation, any creditor of the
Company, shall have any right to require the Manager to make a capital call or to enforce the
obligations, if any, of the Members to contribute additional capital. The term “Capital
Contributions” shall include all Initial Contributions and Capital Contributions of the Members.

2.3 Failure to Make Contributions. In the event that any Member does not make the
full amount of any required Initial Contribution or Additional Contribution (the “Non-
Contributing Member™), any other Member (the “Contributing Member”) will have the right
to make some or all of the amount of the Initial Contribution or Additional Contribution that the
Non-Contributing Member failed to make (the “Shortfall Amount”). The portion of the
Shortfall Amount contributed by the Contributing Member (the “Shortfall Contribution™) shall
be treated as a loan made by the Contributing Member to the Company, shall bear interest from
the date of contribution to the date paid at a variable rate per annum equal to the Prime Rate plus
8%, compounded quarterty (but in no event greater than is permitted by law), and shall be repaid
in full before any other distributions are made to any Member.

2.4  Distributions of Cash Flow. The Company will distribute all cash received by the
Company from all sources, less amounts required to pay all Company expenses and obligations
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and less any working capital reserves established by the Manager, in its sole discretion, to pay
for the Company’s future needs, to the Members with respect to their Membership Interests in
the Company, within thirty (30) days following the end of each calendar quarter, in the following
order and priority:

2.4.1 First, to the Members (with no Member having priority over another) in
proportion to each Member’s unpaid Shortfall Contribution and all interest accrued thereon, until
the amount due each Member is reduced to zero;

742 Second, to the Members (with no Member having priority over another)
who have made loans to the Company, i proportion to the outstanding principal amount of each
Member’s loans, until all the loans and all the accrued and unpaid interest thereon are paid in
full; '

243 Third, to the Members (with no Member having priority over another) in
proportion to the returns due the Members on their Adjusted Capital, which returns shall be
calculated on each Member’s Adjusted Capital with interest equal to the Prime Rate plus four
percent (4%) per annumi, cumulative and compounded annually, until the Members have
received all of such returns;

244 Fourth, to the Members (with no Member having priority over another) in
proportion to the Members’ Adjusted Capital until each Member’s Adjusted Capital is reduced to
zero; and

245 The balance to the Members (with no Member having priority over
another) in proportion to their Percentage Interests at the end of the calendar quarter for which
the distribution is being made.

75  Guarantees. If demand is made on any Member or Affiliate (defined in Section
7.1 below) of such Member for payment under any guaranties or indemnities that were provided
- by the Company or, with the written approval of the Manager, by the Member or its Affiliate (the
“Shared Guaranties”) or any such party pays any amounts under any Shared Guaranties, or if
any obligations for liabilities under Shared Guaranties are satisfied from any such party’s assets,
such Member who pays or whose Affiliate pays (each a “Paying Member Guarantor”) shall
notify the other Members of such demand, payment or satisfaction and request that each other
Member pay its Pro-Rata share of the demand made on the Paying Member Guarantor or the
payment or satisfaction made by the Paying Member Guarantor. The Paying Member Guarantor
may include in its request for payment all amounts paid or expended in connection with the
Shared Guaranties, including all amounts paid or incurred by the Paying Member Guarantor in
administering or defending against the guarantee or other agreement. Each request for payment
by the Paying Member Guarantor shall be treated for all purposes as a capital call for Additional
Contributions. All amounts so paid by the Paying Member Guarantor (net of payments to it by
the Company pursuant to this Section 2.5 (Guarantees)) and all amounts paid to the Company by
a Member or its Affiliate with respect to the Shared Guaranties, other than Shortfall
Contributions, shall be deemed an Additional Contribution made by such Member. Each
Member that pays its Pro-Rata share of the total amount due under the Shared Guaranty and the
Paying Member Guarantor’s administration and defense costs shall be deemed 2 Contributing
Member. Any Member who fails to make its required contribution shall be deemed a
Non-Contributing Member and the amount not contributed shall be the Shortfall Amount and if
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paid by the Paying Member Guarantor, it shall be deemed to have made the Shortfall

Contribution. If the Paying Member Guarantor has not already paid the applicable Shortfall

Amount, the Contributing Members shall have all of the rights, options and remedies set forth in

Section 2.3 (Failure to Make Contributions) with respect to such Shortfall Amount and with

respect to their contribution. All amounts paid by or on behalf of Contributing Members, other

than Shortfall Contributions, shall be credited to their Adjusted Capital and Capital Accounts,

and all such amounts shall be promptly distributed by the Company to the Paying Member

Guarantor upon receipt, to the extent the Paying Member Guarantor has previously made

payment or satisfaction to the applicable creditor or claimant in excess of its Member’s Pro-Rata

share of the amount payable to such creditor or claimant. Notwithstanding the foregoing, no

Manager or Member, or any of their Affiliates, shall be required to provide any lender or other

party with a guarantee of any type or purpose, including customary non-recourse “carve-outs”

.and environmental indemnities. If any Member or Affiliate of such Member (each a “Member

Guarantor”) provides any Shared Guaranties for the benefit of the Company, which Shared

Guaranties are approved by the Manager, that Member Guarantor shall be entitled to receive an

annual fee (the “Guaranty Fee”) from the Company equal to five percent (5%) of the amount of
the Shared Guaranty. In determining the amount of the Shared Guaranty for purposes of
calculating the Guaranty Fee, all amounts for which the Member Guarantor is at risk shall be

included, which shall include: (i) all principal amounts of a loan that are specifically guaranteed;

(ii) twenty-five percent (25%) of the total principal amount of a loan for which the Member
Guarantor has guaranteed environmental risks and/or the carve-outs from the non-recourse

provisions of a Joan; and (iif) the value, based on the financial risk and exposure to the Member

Guarantor, of any other risks covered by the Shared Guaranty, which value shall be agreed upon
by the Manager and the Member Guarantor. The Guaranty Fee shall be paid for as long as the

Shared Guaranty remains a valid and binding obligation of the Member Guarantor and shall be.
payable annually in arrears on each anniversary of the effective date of the Shared Guaranty,

with the last payment due within thirty (30) days after the date the Shared Guaranty is no longer
a valid and binding obligation of the Member Guarantor.

3. TAX MATTERS

31 Definitions. In addition to the terms defined in the Recitals and elsewhere in this
Agreement, the following words, when capitalized, shall have the meanings set forth below,
unless the context otherwise requires:

3.1.1 Adjusted Capital. For each Member, as of a particular date, the total
amount of such Member’s Initial Contributions and Additional Contributions reduced by
* distributions of capital made to such Member.

312 Adjusted Capital Account Deficit. Means with respect to any Member,
the negative balance, if any, in such Member’s Capital Account as of the end of the relevant
Fiscal Year, determined after giving effect to the following adjustments: (&) credit to such
Capital Account any portion of such negative balance which such Member (i) is treated as
obligated to restore to the Company pursuant to the provisions of Treasury Regulations Sec.
1.704-1(b)(2)(ii)(c), or (ii) is deemed to be obligated to restore to the Company pursuant to the
penultimate sentences of Treasury Regulations Secs. 1.704-2(g)(1) and 1.704-2(1)(5); and (b)

debit to such Capital Account the ifems described in Treasury Regulations Secs. 1.704-
1(b)(2)(i)(d)(@), (5) and (6). This definition of Adjusted Capital Account Deficit is intended to
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comply with the provisions of Treasury Regulations Sec. 1.704-1(b)(2)(ii)(d) and shall be
interpreted consistently therewith.

3.1.3 Carrying Value. Means (a) with respect to 2 property contributed to the
Company by a Member, the fair market value of such property, as determined in good faith by
the Members, reduced (but not below zero) by all depreciation with respect to such property
charged to the Members’ Capital Accounts and (b) with respect to any other asset of the
Company, the adjusted basis of such property for federal income tax purposes, all as of the time
of determination. The Carrying Value of any property may be adjusted from time to time to
reflect changes, additions or other adjustments to the Carrying Value for dispositions and
acquisitions of Company properties, as deemed appropriate by the Members and consistent with
the provisions of Treasury Regulations Sec. 1.7 04-1(B)R)Av)(D)-

314 Code. The Internal Revenue Code of 1986, as amended.

3.1.5 Modified Adjusted Capital Account. With respect to any Member, an
amount equal to such Member’s Capital Account, increased by the sum of such Member’s share
of Company minimum gain (as determined under Treasury Regulations Sec. 1.704-2) and such
Member’s share of “member minimum gain” (as determined under Treasury Regulations Sec.
1.704-2(b)(4)), and reduced by any adjustments, allocations or distributions described in
Treasury Regulations Sec. 1.704-1(b)(2)(ii)(d)(4), (5) or (6).

3.1.6 Nonrecourse Liability. As defined in Treasury Regulations Sec. 1.704-
2(b)(3).

3.1.7 Profits or Losses. For each taxable year, the Company’s taxable income
or taxable loss for such taxable year, as determined under Section 703(a) of the Code and
Treasury Regulations Section 1.703-1 (for this purpose, all items of income, gain, loss or
deduction required to be stated separately pursuant to Section 703(a)(1) of the Code shall be
included in taxable income or taxable loss), but with the following adjustments:

@) Any tax-exempt income, as described in Section 705(2)(1)(B) of
the Code, realized by the Company during such taxable year shall be taken into account in
computing such taxable income or taxable loss as if it were taxable income.

(i) Any expenditures of the Company described in Section
705(a)(2)(B) of the Code for such taxable year, including any items treated under Treasury
Regulations Sec. 1.704-1(b)(2)(iv)(i) as items described in Section 705(2)(2)(B) of the Code,
shall be taken into account in computing such taxable income or taxable loss as if they were
deductible items. '

(iiiy  Any items of income, gain, loss or deduction that are required to be
allocated specially to the Members pursuant to Section 3.5 (Allocations of Profits, Losses and
Deductions for Book and Tax Purposes) shall not be taken into account in computing such
taxable income or taxable loss.

(iv) In Ljeu of the depreciation, amortization and other cost recovery -
deductions taken into account in computing such taxable income or loss, the Company shall
compute such deductions based on the Carrying Value of Company property, in accordance with
Treasury Regulations Sec. 1.704-1(b)(2)IAv)(g)(3)-
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) Profit and Loss from the sale of any Company property shall be
computed according to the Carrying Value of the Company property.

If the Company’s taxable income Or taxable loss for a taxable year, as adjusted in the
manner provided in subparagraphs (1) through (5) above, is a positive amount, such amount shall
be the Company’s Profit for. such taxable year; and if negative, such amount shall be the
Company’s Loss for such taxable year. The book value of Company property shall be, as of any
particular date, the value at which any asset of the Company is properly reflected on the books of
the Company as of such date in accordance with the provisions of Treasury Regulations Sec.
1.704-1(b).

3.1.8 Target Capital Account. Means an amount, determined with respect to
each Member for any Fiscal Year, equal to the hypothetical distribution such Member would
receive if each Company asset were sold for an amount of cash equal to such asset’s Carrying
Value as of the end of such Fiscal Year, each lability of the Company were satisfied in cash in
accordance with its terms (limited, with respect to each Nonrecourse Liability, to the Carrying
Value of the asset or assets securing such Nonrecourse Liability), and all remaining cash of the
Company (including the net proceeds of such hypothetical transactions and all cash otherwise
available after the hypothetical satisfaction of all Company liabilities) were distributed in full to
the Members pursuant to Section 3.3 (Liquidating Distributions) of this Agreement; provided
that if upon such hypothetical liquidation instead of receiving 2 distribution such Member would
be obligated to make a capital contribution to the Company, such Member’s Target Capital
Account shall be a negative amount equal to such contribution obligation.

31.9 Treasury Regulations. Means the federal income tax regulations,
including any temporary or proposed regulations, promulgated under the Code, as such Treasury
Regulations may be amended from time to time (it being understood that all references herein to
specific sections of the Treasury Regulations shall be deemed also to refer to any corresponding
provisions of succeeding Treasury Regulations).

32  Capital Accounts. A capital account (“Capital Account™) shall be maintained for
cach Member. Capital Accounts shall be maintained in accordance with Treasury Regulations
Sec. 1.704-1(b)(2)(iv). For purposes of computing Capital Account balances in connection with
allocations of Profits and Losses under Section 3.5 (Allocations of Profits, Losses and
Deductions for Book and Tax Purposes), a Member’s Capital Account balance shall be deemed
to include its share of “Partnership Minimum Gain” (as defined in Treasury Regulations Sec.
1.704-2(d)) and “minimum gain attributable to partner non-recourse debt” (as defined in
Treasury Regulations Sec. 1.7 04-2(1)).

If the Tax Matters Partner shall determine at any time that it is prudent to modify the
manner in which the Capital Accounts, or any related debits or credits, are computed in order to
comply with these Treasury Regulations, or if unanticipated events might otherwise cause this
Agreement not to comply with these Treasury Regulations, then to the extent that the amendment
or other modification does not materially adversely affect the economic interests of any Member,
the Tax Matters Partner may amend this Agreement or otherwise modify. the procedures
employed by the Tax Matters Partner without the approval of any Members.

The Company may elect to Increase Or decrease the Members® Capital Accounts in
connection with certain events, as specified in Treasury Regulations Sec. 1.704-1(b)(2)Av)EH)(5),
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to reflect a revaluation of Company property on the Company’s books. If the Company so
elects, the adjustments to Capital Accounts shall be made in accordance with Treasury
~ Regulations Sec. 1.704 1(d)R)AV)E).-

Any loans made by the Members to the Company shall be accounted for in separate loan
accounts, and payments of principal and interest on such loans shall not affect the Members’
Capital Accounts.

33  Liquidating Distributions. Notwithstanding anything to the contrary contained in
this Agreement, in the event the Company is “liquidated” within the meaning of Treasury
Regulations Section 1.704-1(b)(2)(ii)(g), liquidating distributions shall be made to the Members
in accordance with Section 2.4 (Distributions of Cash Flow) of this Agreement. It is intended
that the tax allocation provisions of Section 3.5 (Allocations of Profits, Losses and Deductions
for Book and Tax Purposes) will produce final Capital Account balances of the Members that
would permit liquidating distributions, if such distributions were made in accordance with final
Capital Account balances (instead of being made in the order of priorities set forth in Section 2.4
(Distributions of Cash Flow) of this Agreement) to be made (after unpaid loans and interest
thereon, including those owed to Members have been paid) in a manner identical to the order of
priorities set forth in Section 2.4 (Distributions of Cash Flow) of this Agreement. To the extent
that tax allocation provisions of Section 3.5 (Allocations of Profits, Losses and Deductions for
Book and Tax Purposes) would fail to produce such final Capital Account balances, Profits and
Losses (including items of gross income if required to fulfill the intent of this Section 3.3
(Liquidating Distributions)) will be reallocated among the Members for the Fiscal Year of the
liquidation (and, if necessary, prior Fiscal Years) so as to cause the balances in the Capital
Accounts to be in the correct amounts. Notwithstanding anything herein to the contrary, in the
event the Company is liquidated within the meaning of Treasury Regulations Section 1.704-
1(b)(2)(i1)(g), liquidating distributions shall be made by the end of the taxable year in which the
Company liquidates or, if later, within 90 days of the date of such liquidation. Distributions may
be made to a trust for the purposes of an orderly liquidation of the Company by the trust in
accordance with the LLC Act.

34  Deficit Restoration. Notwithstanding anything to the contrary contained in this
Agreement, no Member having a negative balance in its Capital Account shall have any
obligation to the Company or to any other Member to restore its Capital Account to zero.

3.5 Allocations of Profits, Losses and Deductions for Book and Tax Purposes.

351 Allocations of Profits and Losses. Except as otherwise provided in this
Article 3 (Tax Matters), Profits or Losses of the Company for each Fiscal Year shall be allocated
to the Members as follows:

@ Profits. Profits for each Fiscal Year shall be allocated to the
Members as necessary to cause each Member’s Modified Adjusted Capital Account balance as of
the end of such Fiscal Year to equal as nearly as possible such Member’s Target Capital
Account. :

(i)  Losses. Losses for each Fiscal Year shall be allocated to the
Members in the following order of priority:
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(1 First, to the Members as necessary to cause each Member’s
Modified Adjusted Capital Account balance as of the end of such Fiscal Year to equal as nearly
as possible such Member’s Target Capital Account; and

(2) Second, affer giving effect to the allocations made pursuant
to Section 3.5.1(ii)(1), to the Members in accordance with their respective Percentage Interests.

3.5.2 Tax Allocations.

352.1 General. Except as otherwise provided in this Section 3.5.2 (Tax
Allocations), items of Company income, gain, loss and deduction shall be determined in
accordance with Code Section 703, and the Members® distributive shares of such items for
purposes of Code Section 702 shall be determined according to their respective shares of Profits
or Losses to which such items relate.

) Contributed Property. Items of Company taxable income, gain,
loss and deduction with respect to any property contributed by a Member shall be allocated
among the Members in accordance with Code Section 704(c) so as to take account of any
variation between the adjusted basis of such property to the Company for federal income tax
purposes and its Carrying Value using a method permissible under Treasury Regulations
Section 1.704-3 as reasonably selected by the Tax Matters Partner.

(i)  Adjustments to Carrying Values. If the Carrying Value of any
asset of the Company is adjusted as provided in Section 3.1.3 (Carrying Value), subsequent
allocations of items of taxable income, gain, loss and deduction with respect to such property
shall take account of any variation between the adjusted basis of such asset for federal income
tax purposes and its Carrying Value in the same manner as under Code Section 704(c).

(iii)  For Tax Purposes Only. Allocations pursuant to this Section 3.5.2
(Tax Allocations) are solely for purposes of federal, state and local taxes and shall not affect, or
in any way be taken into account in computing, any Member’s Capital Account or share of

Profits, Losses, distributions or other Company items pursuant fo any provision of this
Agreement.

3.53 Regulatory Allocations.

3.5.3.1 Minimum Gain Chargeback. In any taxable year of the Company
in which the Compeny has partnership minimum gain (as determined under Treasury
Regulations Section 1.704-2) or minimum gain attributable to partner non-TeCOUISe debt (as
determined under Treasury Regulations Section 1.704-2), the provisions of such Treasury
Regulations regarding allocation and chargebacks of Company minimum gain and minimum
gain attributable to partner non-recourse debt shall apply.

3.5.3.2 Member Non-Recourse Debt. All deductions, losses and Code
Section 705(a)(2)(B) expenditures of the Company, as the case may be (all computed for “book™
purposes), that are treated under Section 1.704-2 of the Treasury Regulations as deductions,
losses and expenditures attributable to “partner non-recourse debt” of the Company shall be
allocated to the Member(s) bearing the risk of loss with respect to such liabilities in accordance
with such Treasury Regulations.
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3.5.3.3 Qualified Income Offset. Any Member who unexpectedly receives
an adjustment, allocation or distribution described in subparagraph (4), (5) or (6) of Section
1.704-1(b)(2)(ii)(d) of the Treasury Regulations, which adjustment, allocation or distribution
creates or increases a negative Adjusted Capital Account Deficit, shall be allocated itermns of book
income (including gross book income) and book gain in an amount and manner sufficient to
eliminate or to reduce, as quickly as possible, the negative Adjusted Capital Account Deficit so
created or increased. The Members intend that the provision set forth in this Section 3.5.3.3
(Qualified Income Offset) shall constitute a “qualified income offset” as described in Section
1.704-1(b)(2)(ii)(d) of the Treasury Regulations and that this Section 3.5.3.3 (Qualified Income
Offset) shall be implemented and interpreted as therein provided.

3.5.3.4 Company Non-Recourse Liabilities. = Pursuant 10 Treasury
Regulations Section 1.752-3, the Members® interests in Company profits for purposes of
determining the Members® shares of excess non-recourse liabilities shall be their Percentage
Interests. Non-recourse liabilities of the Company shall be allocated to each Member as set forth
in Treasury Regulations Section 1.752-3(a)(1) through (3).

3.5.3.5 Curative_Allocations. The Members intend that the allocation of
Profits, Losses and other book items of income, gain, loss, deduction and credit pursuant to this
Agreement result in Capital Account balances that achieve the economic sharing provisions
reflected in Section 3.5 (Allocations of Profits, Losses and Deductions for Book and Tax
Purposes) hereof. Notwithstanding any other provisions contained herein, allocations of income,
gain, loss and deduction shall be applied and amended by the Company as necessary to produce
such result; provided, however, that no such amended allocation shall be made if it causes the
Company allocations to fail to have “gubstantial economic effect” within the meaning of Section
704(b) of the Code.

3536 Other Limitations. Notwithstanding anything to the contrary
contained in Section 3.5 (Allocations of Profits, Losses and Deductions for Book -and Tax
Purposes), no allocation shall be made to a Member to the extent that such allocation would
cause or increase a deficit Adjusted Capital Account Deficit for the Member at the end of any
year of the Company. If the limitation contained in the preceding sentence would apply to cause an
item of loss or deduction to be unavailable for allocation to all Members, then such item of loss or
deduction shall be allocated between or among the Members in accordance with the Members’
Percentage Interests. To the extent permitted by the Code and the Treasury Regulations, any special
allocations of items of loss or deduction pursuant to this Section 3.5.3.6 (Other Limitations) shall be
taken into account in computing subsequent allocations of Profits or Losses pursuant to Section 3.5
(Allocations of Profits, Losses and Deductions for Book and Tax Purposes), so that the met
amount of any items so allocated and the subsequent Profits or Losses allocated to the Members
pursuant to Section 3.5 (Allocations of Profits, Losses and Deductions for Book and Tax
Purposes) shall, to the extent possible, be equal to the net amounts that would have been allocated
to each such Member pursuant to the provisions of Section 3.5 (Allocations of Profits, Losses and
Deductions for Book and Tax Purposes) if such special allocation of items of loss or deduction had
not occurred. : :

354 Timing of Allocations. All allocations of Profits and Losses for any Fiscal
Year of the Company shall be made after charging the Members’ Capital Accounts and Adjusted
Capital, as appropriate, for.all distributions made or to be made with respect to such Fiscal Year.
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4. ACCOUNTING. BANKING, REPORTS

4.1  Fiscal Year; Accounting Method. Unless otherwise determined by the Manager,
the fiscal year (“Fiscal Year”) of the Company shall be the calendar year and the books of the
Company shall be kept in accordance with the cash method of accounting, unless another method
of accounting is required by the Code.

472  Accountants. The Company shall engage as its accountants such certified public
accountants as are selected by the Manager.

43  Books and Records. The Manager shall cause to be kept complete and accurate
records of the Company’s affairs. The Company’s books and records, the Articles and all other
formation certificates and documents, this Agreement and all amendments thereto, all minutes,
resolutions and written consents of Manager and Members® meetings, tax returns, Capital
Contributions, Managers and Members’ names, notice addresses and Membership Interests and
all Transfers thereof, and all other records required to be maintained by the Company pursuant to
the LLC Act shall be maintained by the Manager at the principal office of the Company. The
Members shall have the right at any time during normal business hours, upon reasonable advance
written notice, to inspect all such books and records, to make copies thereof and to take extracts
therefrom at their expense, so long as the purpose of such inspection is directly related to the
affairs of the Company or the Member’s investment in the Company, subject to the obligation to
maintain all such information in confidence. The Manager shall insure that all deeds, leases,
contracts, title matters, surveys and financial information relating to the ownership, maintenance,
development and sale of the Property are maintained in a safe and organized condition and are
accessible to the Members.

44  Reports and Financial Statements. The Manager, at the expense of the Company,
shall cause the following to be prepared and/or distributed to all Members: :

4.4.1 Within forty-five (45) days following the end of each calendar quarter, an
operating statement for the Company showing all receipts and expenditures for the preceding
period;

447 Within ninety (90) days following the end of each Fiscal Year completed
prior to liquidation of the Company, financial statements for the Company in sufficient detail to
give a reasonable picture of the status and operations of the Company and the Capital Accounts
of the Members for the period, which statements, at the option of the Manager, may be audited at
the Company’s expense; ’

443 As soon as practicable, but in all events within ninety (90) days after the
end of each Fiscal Year, at the Company’s expense, prepare and distribute to all Members, to all
transferees of Membership Interests who have not become substituted Members and to all
owners and/or transferees of profits interests, copies of the Company’s federal and state income
information tax returns, and the information with respect to the Company necessary for all such
Persons (defined in Section 7.1 below) to prepare their federal and state income tax returns;

4.4.4 Within ninety (90) days after the liquidation and winding up of the

Company, closing financijal statements for the Company, which statements, at the option of the
Manager, may be audited at the Company’s expense; and
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4.45 Upon request, such additional information regarding the business and
affairs of the Company as a Member may reasonably request that is reasonably available to the
Manager.

45 Banking. All funds of the Company shall be deposited in such accounts and at
such banks or financial institutions as the Manager may determine. There shall be no
commingling of the monies and funds of the Company with monies and funds of any other
Person, and monies and funds of the Company shall be used only for Company purposes. All
withdrawals from bank accounts of the Company shall be made upon the signature of such
Person or Persons as the Manager shall designate.

4.6 Ownership Certificates. The Manager is authorized to issue certificates
representing or certifying Membership Interests in the Company (“Certificates”). Each
Certificate shall show the name of the Company, the name of the Member or other Person, and
the specific Membership Interest owned by the Member or other Person. The Certificates shall
include any additional information considered appropriate for inclusion by the Manager on the
Certificates. In addition to the above information, all Certificates shall bear a prominent legend
on their face or reverse side stating that all Membership Interests are subject to the terms and
conditions of this Agreement, including the restrictions on Transfers, and to compliance with all
applicable state and federal securities laws, rules and regulations. Each Certificate shall be
consecutively numbered and signed by the Manager, unless the Manager or Members authorize
the signature of Certificates by another Person or Persons. The Company’s official records shall
contain a list of the names and addresses of all Persons to whom Certificates have been issued, -
the Membership Interests issued to each Person, and the issuance, Transfer and cancellation
dates of all Certificates.

5. MANAGEMENT AND OPERATION OF THE COMPANY

51  Authority and Duties of Manager. Subject to the provisions of Section 5.2
(Limitations on the Manager’s Powers and Authority), the Manager shall have exclusive power,
authority and discretion to direct and manage the business and operations of the Company,
including determining whether, when, the manner in which, and the terms and conditions on
which the Property or any portion thereof or any interest therein will be acquired, developed,
constructed, improved, financed, operated, managed, leased, encumbered, sold or otherwise
disposed of. In addition, the Manager shall have all rights, powers and authority generally
- conferred by law or necessary, advisable or appropriate for accomplishing the purpose of the

Company. By way of illustration, and not by way of limitation, the Manager shall have the
authority, on behalf of the Company: ‘

51.1 To acquire and/or develop the Property and obtain the financing for the
acquisition and/or development of the Property and to execute and deliver on behalf of the
Company all agreements, deeds, promissory notes,-deeds of trust and other instruments and
documents deemed necessary or desirable by the Manager in connection therewith;

512 To obtain any policies of insurance that are permitted or required to be
carried by the Company hereunder;

513 To open and maintain accounts and deposits in the name of the Company
in banks or other financial institutions;
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514 To cause the payment of all obligations and expenses of the Company

incurred in connection with the Company’ s business;

515 To make all decisions and elections for accounting and income tax
purposes, including selection of the accounting method or methods to be used by the Company, -
the selection of depreciation methods and usefiul lives for Company assets and the making of any
elections for income tax purposes under any Section of the United States Internal Revenue Code
(the “Code”), including Section 754 of the Code; -

51.6 To hire employees and employ accountants, attorneys, insurance brokers,
consultants, contractors, property managers and such other Persons as the Manager deems
reasonable and appropriate for any Company purpose, and to pay such compensation for the
services of such Persons as, in the judgment of the Manager, is reasonable and appropriate;
provided, however, that if the Company enters into contracts or agreements with Persons or
entities related to or who are Affiliates of the Manager, such contracts or agreements shall be on
terms and conditions comparable to those the Company could obtain for comparable services

from similarly qualified third parties in an arm’s length transaction;

5.1.7 To form corporations, limited partnerships or limited liability companies
to own any properties in which the Company will have any interest and/or to perform any of the
services, duties or responsibilities of the Company;

5.1.8 To prosecute, defend, arbitrate, mediate and settle any and all claims.a.nd
litigation the Company may assert or bring or that may be asserted or brought against the
Company; . :

5.1.9 To designate an agent for service of process for the Company;

51.10 To borrow money on behalf of the Company, to secure borrowings for the
Company with Company assets, 10 provide and execute guarantees of loans, and to prepay,
refinance, increase, modify, consolidate or extend, in whole or in part, any such indebtedness;

51.11 To sell, exchange, mortgage, encumber or otherwise dispose of or
hypothecate the Property or any Company assets or solicit, make and/or accept offers or exercise
rights to sell, exchange or dispose of the Property or any Company assets;

51.12 To amend this Agreement, without the consent or vote of any of the
Members, if necessary to: (i) reflect the addition or substitution of Members or the return of
capital to Members; (if) reflect the creation and/or sale of additional interests in the Company
and the rights, preferences and privileges of such interests and the price and terms of such sale;
(iii) add to the representations, duties or obligations of the Manager herein for the benefit of the
Members; (iv) cure any ambiguity, correct or supplement any provisions herein which may be
inconsistent with any other provision herein, or modify, delete or add any other provisions with
respect to matters or questions arising under this Agreement which will not be inconsistent with
the provisions of this Agreement and will have no material adverse affect on the Members; V)
modify, delete or add any provisions from or 10 this Agreement requested to be so modified,
deleted or added by a federal or state securjties commissioner or other regulatory agency for the
benefit or protection of the Members; (vi) modify, delete or add any provision that the Manager
may deem necessary of advisable in the reasonable judgment of the Manager in order to facilitate
the tax treatment anticipated for the Company but which will have no material adverse affect on
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~ the Members; and (vii) make any changes that, in the reasonable opinion of the Manager, will
have no material adverse effect on the Members or the Company;

5113 To determine in its sole discretion if and when the Company requires
additional capital and to make calls for Additional Contributions as provided under Section 2.2
(Additional Contributions) of this Agreement;

5.1.14 To provide and execute gnarantees of loans;

5115 To take whatever steps are required by governmental or quasi-
governmental authorities having jurisdiction over the Company or its assets; and

5.1.16 To make, execute, acknowledge and/or deliver on behalf of the Company
any and all documents, instruments and agreements that are necessary, appropriate Or convenient
in the judgment of the Manager to carry out the business and purpose of the Company and the
foregoing powers. .

All of the foregoing shall be undertaken on such terms and conditions and in such
amounts as the Manager deems, in its good faith business judgment, to be in the best interests of
the Company.

59 Limitations on the Manager’s Powers and Authority. Notwithstanding any other
provision of this Agreement, the Manager shall not have the authority to undertake the following
actions, except with the approval by Majority Vote (defned in Section 6.3 below) of all the
Members: : ,

52.1 Amend fhis Agreement or the Articles, except as specifically permitted in
this Agreement or required by the LLC Act; :

522 Cause the Company to engage in any business other than as set forth in
Section 1.3 (Purpose of the Company) of this Agreement;

523 Do any act in contravention of this Agreement or which would make it
impossible to carry on the ordinary business of the Company;

594 Make loans of the Company’s funds or assets to any Person or guarantee
the obligations of any Person other than the Company,

5.2.5 Séll, dissolve or merge the Company;
526 Admission of a Manager or election of a successor Manager; or

527 TRemoval of a Manager, which shall require a showing of “cause,” and
shall not require the approval of the Manager. As used herein, “cause” means a showing that the
Manager materially breached a material obligation of the Manager under this Agreement or
breached a fiduciary duty owed to the Members and failed to promptly begin, diligently pursue
and expeditiously complete a reasonable cure of the referenced breach after receiving written
notice of same from any Manager or Member.
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5.3 Execution of Contracts. Any agreement, instrument or other document executed
by the Manager on behalf of the Company shall be binding on the Company as to third parties
dealing with the Company, but the Manager may authorize, in writing, any Member; Manager or
other authorized representative of the Manager acting alone to execute any agreement,
:nstrument or other document on behalf of the Company. ‘

54  Tax Matters Partner. Canyon Equity shall act as the “Tax Matters Partner,” as
required by Sections 6221 et seq. of the Code. The Tax Matters Partner shall be the exclusive
spokesman of the Company in the course of an audit or any litigation arising from the tax
treatment of any such Company item. The Tax Matters Partner shall not be liable or responsible
to the Company or to any Member or former Member for any acts or failures to act, or for loss or
liability arising out of acts or failures to act, provided it acted or failed to act in good faith and
within the scope of its authority, except for acts or failures to act that amount to gross
negligence, willful misconduct, breach of fiduciary duty, anlawful acts or a material breach of

" this Agreement. The Tax Matters Partner shall be entitled to indemnification from the Company

for actions taken or omitted in its capacity as Tax Matters Partner, as provided in Section 6.7
(Indemnification of Members and Managers).

55  Section 754 Election. The Manager, in its sole and absolute discretion, may make
or petition to revoke (as the case may be) the election referred to in Section 754 of the Code.
Each Member agrees in the event of such an election to supply promptly to the Company the
information necessary to give effect thereto.

56  Obligations of Manager. The Manager shall at all times act in a fiduciary
capacity in exercising its power and authority. The Manager shall fully and faithfully discharge
its obligations and responsibilities, shall devote such time and attention to Company affairs as
may be reasonably necessary for the proper management and supervision of the Company’s
business and the discharge of its duties under this Agreement. The Manager shall, at all times,
exercise good faith and shall use diligent and professional efforts to promote and protect the best
interests of the Property and the Company (without consideration being made to the separate
interests of any particular Member, including the effect of any action or omission upon the
distributions provided for in Section 2.4 (Distributions of Cash Flow)). The Manager shall
diligently and continuously pursue the business purpose of the Company in accordance with its
reasonable professional business judgment, and shall. make its personnel available to the
Company to the extent reasonably necessary in order that its obligations may be fully discharged
in a timely manner. '

57  Compensation and Reimbursement of the Manager. The Manager shall not be
entitled to any compensation for managing the affairs of the Company or performing its duties
hereunder, unless approved by Majority Vote of the Members. The Manager shall be reimbursed
by the Company for all reasonable out-of-pocket third party expenses incurred in connection

with the organization and operation of the Company and its business and for its benefit and the
performance by the Manager of its duties under this Agreement.

58  Change in Manager(s). A Person shall cease to be a Manager if: (i) in the case of
an individual, he dies or becomes permanently disabled, or in the case of an entity, stops
conducting business or dissolves; (ii) the Manager is removed by the Members pursuant to
Section 5.2.7; or (iii) the filing of a voluntary or involuntary petition in bankruptcy of the
Manager until such petition is withdrawn. No Manager may withdraw from the Company,
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except upon the Majority Vote of the Members approving such withdrawal and the terms thereof
" and electing a replacement Manager, if applicable, or to have the Company governed by the
Members instead of a Manager. Any Manager may be removed by Majority Vote of the
Members only in compliance with the provisions of Section 5.2.7. The Members may by
Majority Vote add additional or substitute Managers, which additional or substitute Managers
may only be admitted to the Company upon their execution and delivery to the other Managers,
if any, and to all Members of a signed copy of this Agreement evidencing such Managers
agreement to adopt and be bound by the provisions of this Agreement. Upon admission to the
Company, a substitute or additional Manager shall have all. of the rights, authority, remedies,
duties, liabilities, protections and obligations of a Manager under this Agreement. The
Managers, by Majority Vote, chall exercise jointly the management authority of the Manager. If
a substitute or additional Manager is admitted to the Company, then each reference in this
Agreement to “the Manager” shall mean a reference to each of or all of the Managers, as the
context may require. Amendments of this Agreement and the Articles which reflect the addition,
withdrawal, removal or dissolution of a Manager shall be executed by the remaining Manager or
if there is no Manager, by Members representing the equivalent of a Majority Vote of the
Members. Any Manager who withdraws, is removed or dissolves shall remain liable for its
portion of any obligations and liabilities incurred by it as Manager prior to the time of such
withdrawal, removal or dissolution, but it shall be free of any obligation or liability incurred on
account of the activities of the Company from and after such time.

59  Liability of Manager. Except to the extent otherwise required by law, neither the
Manager nor any of its directors, officers, employees, members, mManagers, partners,
shareholders, trustees, subsidiaries or Affiliates, nor any of their respective directors, officers,
employees, partners, managers, members, trustees, shareholders or agents shall be liable or
responsible to the Company, the Members or other Managers for any acts or failures to act, or
any loss, liability, damage, settlement cost or other expense incurred by reason of acts or failures
to act of any such Person, if such Person in good faith acted in any manner reasonably believed
to be in, or not opposed to, the best interests of the Company, except to the extent such loss,
liability, damage, settlement cost or other expense resulted from the gross negligence, willful
misconduct, breach of fiduciary duty, unlawful acts or material breach of this Agreement of such
Person. The termination of any action, suit or proceeding by judgment, order or settlement shall
not, of itself, create a presumption that a Person did not act in good faith and in a manner
reasonably believed to be in, or not opposed to, the best interests of the Company.

510 Insurance. The Manager in its discretion shall procure and maintain in effect, or
cause to be procured and maintained in effect, at the expense of the Company, such insurance in
such amounts as the Manager may from time to time deem prudent for the protection of the
Members and the assets of the Company, taking into account the nature of the Company and its
business activities. «

6. MEMBERS

6.1  Liability of Members. Except as otherwise expressly provided in this Agreement,
the Members shall not be personally bound by, or be personally liable for, any expenses,
liabilities or obligations of the Company; provided, however, that the Capital Contributions of
the Members in the Company shall be subject to the risk of the business of the Company and the
claims of its creditors as provided by-law. Nothing contained herein, however, shall be
construed as limiting the Members’ obligations to contribute capital to the Company pursuant to
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Sections 2.1 (Initial Contributions) and 2.2 (Additional Contributions). In addition, except to the
extent otherwise required by law, neither any Members nor any of their directors, officers,
employees, members, managers, partners, shareholders, trustees, subsidiaries or Affiliates nor
any of their respective directors, officers, employees, partners, managers, members, trustees,
shareholders or agents shall be liable or responsible to the Company or to any other Member or
Manager for any acts or failures to act, or any Joss, liability, damage, settlement cost or other
expense incurred by reason of acts or failures to act, of any such Person if such Person in good
faith acted in any manner reasonably believed to be in, or not opposed to, the best interests of the
Company, except to the extent such loss, liability, damage, settlement cost or other expense
resulted from the gross negligence, willful misconduct, breach of fiduciary duty, unlawful acts or
material breach of this Agreement of such Person. The termination of any action, suit .or
proceeding by judgment, order or settlement shall not, of itself, create a presumption that a
Person did not act in good faith and in a manner reasonably believed to be in, or not opposed to,
the best interests of the Company.

6.2  Matters on Which the Members are Entitled to_Vote. Except as otherwise
expressly provided by this Agreement or required by the LLC Act, the Members shall only have
the right to vote upon the matters described in Section 5.2 (Limitations on the Manager’s Powers
and Authority).

6.3  Majority Vote Required for Members’ Decisions. Any powers, rights to cause the
Company to take actions or not to take actions, or decision-making authority that is vested in,
granted to or reserved to the Members of the Company, either pursuant to this Agreement or
pursuant to the LLC Act, may, unless otherwise specifically required by this Agreement or the
LLC Act, only be exercised by Majority Vote of all Members; provided, however, that rights that
may be exercised by any individual Member (no matter what their Percentage Interest might be,
e.g. the right to inspect the books and records of the Company or to receive distributions) under
this Agreement or the LLC Act may be exercised by each Member acting individually. The vote
or consent of more than sixty percent (60%) of all the Members® Percentage Interests ("Majority
Vote") shall determine the action or decision of the Members, unless otherwise provided in this
Agreement or required by the Act,

6.4  Members® Rights and Powers; Compensation. The Members shall have only the
rights expressly stated in this Agreement to affect the Company’s structure and its affairs. The
Members shall have no right, power or authority to act for or on behalf of the Company or to
bind the Company and, except for the exercise of the voting, approval and other rights expressly
granted to the Members under the terms of this Agreement, shall not interfere or take part in the
conduct or control of the Company’s business. The Members may advance or loan money to the
Company or transact other business with the Company. The Members shall receive no
compensation in their capacity as Members of the Company, but may receive compensation to
the extent they serve as officers, employees, consultants or in other capacities for the Company
and, if approved by the Manager, shall be reimbursed by the Company for all reasonable and
documented out-of-pocket expenses incurred by them on behalf of the Company.

6.5  Restrictions on Members. The Members shall not have the right or power to
(i) withdraw or reduce their Capital Contributions to the Company, except as a result of
distributions provided for in this Agreement; (ii) bring an action for the partition of the
Company; (iii) except as specifically set forth in this Agreement, demand or receive property
other than cash in return for their Capital Contributions; or (iv) take any action regarding 2
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Company tax item contrary to the determination of the Tax Matters Partner under Section 54
(Tax Matters Partner).

66 Meetings. Voting and Approval Procedures. The Manager may call for a
meeting, or call for the written approval of the Members without a meeting, to approve any
matter which, under the terms of this Agreement, is subject to the approval or affirmative vote of
the Members. If the Manager requests a written approval of any such matter, any Member may,
within five (5) days of receiving such request, call for a meeting of the Members to consider the
matter for which written approval has been requested. If such a meeting is held, no written
approval shall be valid unless executed or re-executed at or after such meeting. Any Member or
Members owning in the aggregate at least ten percent (10%) of the outstanding Membership
Interests may call for a meeting of the Members at any time to consider any matter that is subject
to the approval or affirmative vote of the Members. Any meeting called hereunder shall be held
at the principal office of the Company at a time to be specified by the Manager or Member
calling the meeting, not less than five (5) nor more than thirty (30) days following the call or
request therefor. All notices of Members’ meetings shall be given in accordance with the
requirements of Section 10.5 (Notices) of this Agreement. Except as modified by this
Section 6.6 (Meetings; Voting and Approval Procedures), notice of and procedures for meetings
of the Members shall be as provided in the LLC Act. Each Member’s vote shall be based on its
Percentage Interest at the time the vote is taken. Members may attend a meeting through use of
conference telephone or similar communications equipment, so long as all Members
participating can hear one another. Members holding a Majority of the Percentage Interests of
all outstanding Membership Interests shall constitute 2 quorum. The Company shall pay all
expenses of the notification and voting. The Manager shall arrange for minutes to be taken at
every meeting of the Members and to distribute promptly copies of all such minutes and of all
written approvals made without a meeting to all Members. Copies of all such minutes and
written approvals shall all be filed and maintained among the Company’s official records.

67 Indemnification of Members and Managers.

6.7.1 Indemnity. The Company shall indemnify, defend, protect and hold
harmless the Manager, the Members, any subsidiaries or Affiliates of the Company, the Tax
Matters Partmer (if that is an entity other than a Manager or Member) and the respective
members, managers, partners, directors, officers, employees, shareholders, trustees and agents of
any of the foregoing entities and of any entities comprising the foregoing entities (each such
Person being an “Indemnitee”) from and against any threatened, pending or completed suit,
proceeding, demand, claim, investigation, liability, cause of action or injury (whether civil,
criminal, administrative or investigative) (collectively an “Action”) and any loss, damage, cost,
judgment, fine, penalty, settlement or expense, including expert witness, consultants’ and
attorneys’ fees and investigative costs (collectively, an “Expense”); provided, that such Action
or Expense arose or is alleged to have arisen by reason of (i) the acts or omissions of the
Company, any of its subsidiaries or Affiliates or the officers, directors, shareholders, partners,
managers, members, agents, trustees, employees and contractors of any of the foregoing entities
relating to the Company, any of its subsidiaries or Affiliates or any of the assets of the foregoing
entities; (ii) the acts or omissions of any Indemnitee, including, without limitation, those
constituting active or passive negligence, relating to the Company, any of its subsidiaries or
Affiliates or any of the assets of the foregoing entities; and (iii) the physical condition of the
Property and any event, circumstance, loss, accident, injury or damage occurring in or about the
. Property; provided, however, that the Company shall not be required to indemnify, defend,
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protect or hold harmless any Indemnitee from any Action or to pay or reimburse any Expense to
the extent such applicable Action or Expense is proved by final judgment to have been caused
solely by any acts or omissions of the applicable Indemnitee that constitute (a) gross negligence
or willful misconduct; (b) a material breach of a material provision of this Agreement; () a
breach of fiduciary duty; or (@) fraud or other actions known by the Indemnitee to be unlawful.
Notwithstanding the foregoing, the Company shall only be required to indemnify an Indemnitee
for an Action initiated by such Indemnitee if the Manager approved that Action in advance of its
initiation. Any amounts indemnified pursuant to this Section 6.7 (Indemnification of Members
and Managers) shall only be recoverable from the assets of the Company and not personally
from the Members or from any separate assessment against or capital call from the Members.

6.72 General Terms. All of the indemnification obligations under this
Section 6.7 (Indemnification of Members and Managers) shall survive termination or expiration
of this Agreement, regardless of cause, and shall apply to and be enforceable by each Indemnitee
even after it is no longer associated with the Company in a manner that would enable it to qualify
under the definition herein as an Indemnitee. The Company’s indemnification obligation to any
Indemnitee pursuant to this Section 6.7 (Indemnification of Members and Managers) is
specifically conditioned upon (a) the applicable Indemnitee notifying the Company and its
insurers, in writing, within a reasonable period of time after it becomes aware of the occurrence
of any Action or any fact, circumstance, condition or occurrence that is reasonably likely to give
rise to an Action or Expense, provided that such notice shall be given no later than when the
failure to provide such notice will materially and adversely affect the ability of the Company to
defend the Action; and (b) the Indemnitee not taking (or failing.to take) any steps (such as an
admission of liability in any form) that would adversely affect the Company’s defense of such
Action or its obtaining coverage for the Action or Expense under any applicable insurance
policies or that might otherwise prevent the Company from protecting itself and any other
Indemnitees. The Company shall have the right; in its sole discretion, to compromise, settle or
otherwise dispose of any Action for which it has accepted and is providing indemnification and
defense pursuant to this Section 6.7 (Indemnification of Members and Managers); provided,
however, that (i) the applicable Indemnitee shall be informed of all settlement offers and be
given a reasonable opportunity to comment on same, (ii) the Company shall be required to obtain
the applicable Indemnitee’s consent (which consent shall not be unreasonably withheld,
conditioned or delayed) if the settlement includes any admission of material wrongdoing on.the
part of that Indemnitee or any material restriction on that Indemnitee, and (i1i) the Company shall
not, except with the consent of the applicable Indemnitee (which consent shall not be
unreasonably withheld, conditioned or delayed), consent to entry of any judgment or enter into
any settlement that does not include, as an unconditional term thereof, a complete release from
all liability with respect to such Action for the applicable Indemnitee from all claimants or
plaintiffs in the Action. Notwithstanding anything to the contrary set forth in this Section 6.7
(Indemnification of Members and Managers), the Company shall not be liable for any settlement
or similar Expense effected without its prior written consent. The Indemnitee shall be entitled to
have all of the reasonable and necessary Expenses (excluding attorneys’ fees incurred after the
Company has agreed to indemnify the Indemnitee) it properly paid in defense of an Action
reimbursed as incurred, shall cooperate fully in the defense of the Action and shall provide
access to all information, documents and witnesses pertinent to the Action that are under its
control and which do not violate privileges unique t0 that Indemnitee or which would otherwise
materially prejudice the interests of the Indemnitee. The Company’s indemnification obligations
to any Indemnitee shall be reduced (or reimbursed if already paid by the Company) by any
insurance proceeds or other monies received by that Indemnitee with respect 10 the Action or
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Expense for which the Indemnitee is being indemnified by the Company. These indemnification
provisions shall apply severally with respect to each Indemnitee and be enforceable to the fullest
extent permitted by law. B

6.8 No Conflicts. Each Member recognizes that the other Members and the Manager
have a right to invest in, develop, construct, operate, transfer, lease and otherwise own and use’
real property and interests therein for profit, and to engage in any and all activities related or
incidental thereto. Neither the Company nor any Member or Manager shall have any right by
virtue of this Agreement, or the Company relationship created hereby, in or to any other ventures
or activities in which any Member or Manager is involved or to the income or proceeds derived
therefrom. The pursuit of other ventures and activities by any Member or Manager, even if
competitive with the business of the Company, is hereby consented to by the other Members and
Manager and shall not be deemed wrongful or improper. No Member or Manager or their
Affiliates shall be obligated to present any particular investment opportunity to the Company,
even if such opportunity is of a character which, if presented to the Company, could be taken by
- the Company. ' : :

6.9 Indebtedness Instruments. Without the consent of all of the Members, no
Member shall acquire or guarantee any instrument evidencing indebtedness owed to a third party
and/or collateral security therefor given to a third party to which the Company is a party or
which purports to constitute a lien upon or the grant of a security interest in any Company
property, or any indebtedness instrament of any partnership or limited liability company in
which the Company is a direct or indirect partner Or member, unless such acquisition or
guarantee is expressly authorized by this Agreement. '

7. TRANSFER OF A MEMBER’S INTEREST

7.1 Definition.  The term “Transfer” shall include any sale, assignment,
encumbrance, hypothecation, pledge, conveyance in trust, gift, transfer by bequest, devise or
descent, or other transfer, including transfers to receivers, levying creditors, trustees or receivers
in bankruptcy proceedings or general assignees for the benefit of creditors, whether voluntary or
by operation of law, directly or indirectly, of any part or all of a Member’s interest in the
" Company. A change in ownership of any limited liability company, corporation, partnership or
other entity that may at any time be a Mermber in the Company, which results in the effective
control of such entity being vested in Persons other than the Persons who controlled such entity
at the time it first became the Member, shall also be considered a Transfer. The term “Affiliate”
shall mean any individual, entity or trust (individually and collectively, a “Person”) that directly,
or indirectly through one or more intermediates, controls or is controlled by, or is under common
control with, another Person. For the purposes of this Agreement, the term “Control” (including
“controlling,” “controlled by” and «under common control with”) means (i) the possession,
directly or indirectly, of the power and authority to direct or cause the direction of the
management, policies and material decisions of a Person, which may occur as the result of

owning a majority of the voting interests with the power to make such decisions or being the
manager of a limited liability company or the general partner of a general or limited partnership
with the power to make such decisions Or similar positions of authority, or (ii) the ownership,
directly or indirectly, of at least ten percent (10%) of the equity ownership of a Person.

79 Transfers. Except as expressly set forth in this Article 7 (Transfer of a Member’s
Interest), no Transfer of all or any part of 2 Member’s Membership Interest in the Company shall
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be permitted nor may any Member withdraw from the Company except as expressly permitted
herein. Without the consent of all the Members, which consent may be granted or withheld in
their sole discretion, 2 Member may not Transfer its or his interest in the Company or any
portion thereof. A Member may assign or pledge its rights to receive distributions under this
Agreement, but no pledgee or assignee of such rights shall have any interest in, or be entitled to
any rights of a Member in this Company, unless such pledgee or assignee is another Member.

73  Substituted Members. No Transfer of a Member’s Membership Interest (other
than a Transfer to another Member) shall cause the transferee to become a substituted Member of
the Company unless its interest was acquired pursuant to a Transfer permitted under this
Agreement and all of the Members (other than the transferor and any Affiliate of the transferor)
have consented to such substitution, which consent may be granted or withheld in each
Member’s sole discretion. Until the admission as a Member of its transferee, a transferor of an
interest shall not be released from any obligations under this Agreement.

74  Permitted Transfers. Notwithstanding the provisions of Section 7.2 (Transfers),
but subject in all cases to all other terms of this Article 7 (Transfer of a Member’s Interest), the
following Transfers by 2 Member shall be permitted without the consent of the Members (except
to the extent required under Section 7.3 (Substituted Members)): (i) to 2 Member or any of its
Affiliates, (ii) by descent, devise or the laws of intestate succession, or (iii) by a Member for
estate planning purposes of all or any portion of his Membership Interest to an estate-planning
trust, limited liability company or other estate-planning vehicle (collectively, “Estate Entity”)
for the sole benefit of himself, spouse, issue or other family members, provided that the Member
shall continue to have sole voting control of such transferred Membership Interest, that such
transferred Membership Interest shall remain subject to all of the terms and conditions contained
herein and that no further Transfer of such Membership Interest shall be permitted unless such
Transfer complies with all of the terms and conditions of this Agreement. Prior to any Transfer
to an Estate Entity, the Member shall give written notice thereof to the Company and the
trustee(s) or other Persons in control of such Estate Entity shall agree to be bound by all the
terms of this Agreement and shall execute all documents reasonably requested by the Manager.
Notwithstanding the foregoing, upon the death of a Member, the heirs and/or beneficiaries that
receive the Member’s Membership Interest pursuant to the Transfers permitted by clauses (if)
and (iii) above shall not become substituted Members unless already 2 Member or approved
pursuant to Section 7.3 (Substituted Members).

7.5  Conditions to Transfer. No Transfer shall be permitted if it would cause a
technical termination of the Company under the Code or applicable State of Utah income tax
Jaws, without the consent of all of the Members, or if it would cause a breach of or default under
any agreement, contract, lease or instrument to which the Company is a party Or by which it is
bound. No Transfer of an interest of a Member shall be completed and no transferee shall
become a substituted Member unless and until (i) the transferring Member and the proposed
transferee comply with the requirements, if any, of the securities laws of the United States and
the State of Utah and any other laws that are applicable to the proposed Transfer, (ii) if requested
by the Manager, the transferring Member provides the Manager with a legal opinion in a form
and from counsel acceptable to the Manager that the foregoing conditions have been satisfied,
(iii) the transferring Member agrees to reimburse the Company for any costs incurred by the
Company in connection with such Transfer, (iv) in the case of a Transfer where the transferee is
to be a substituted Member, the transferee executes an instrument, in form satisfactory to the
Manager, in which it or he adopts and agrees to be bound by all the terms and provisions of this
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Agreement, and (v) a written instrument of transfer, in form acceptable to the Manager, has been
received by the Manager. Until all of the foregoing conditions have been satisfied, the Company
and the Manager may continue to treat the transferor of any such interest as its absolute owner
and shall incur no liability for any allocation or distribution made in good faith to the transferor.

76  Sale of a Member’s Interest; Right of First Refusal. If at any time a Member
" desires to Transfer (other than as permitted in Section 7.4 (Permitted Transfers)) for
consideration all or any portion of such Member’s Membership Interest, or receives an offer to
purchase all or any portion of such Member’s Membership Interest that such Member intends to
accept, such Member (the “Offeror Member”) shall deliver to the other Members (the “Offeree
Members”) as applicable, a notice of the price and terms at which the Offeror Member proposes
to offer the interest for sale, or a copy of the third-party offer, in each case containing or
accompanied by a complete description of the proposed transaction. Upon the receipt of such
notice, the Offeree Members shall have the right to purchase the Membership Interest of the
Offeror Member, or so much thereof as is proposed to be sold or offered for sale, for the price
(net of commissions if no commissions are due on a sale to an Offeree Member) and on the terms
and at the time set forth in the Offeror Member’s notice. Each Offeree Member shall have 30
days after receipt of the Offeror Member’s notice and the supporting documentation to advise the
Offeror Member in writing whether the Offerec Member wishes to exercise its rights hereunder.
As among themselves, each Offeree Member that desires to purchase a portion of the offered
Membership Interest may buy its Pro Rata share of such Membership Interest. If during such 30-
day period, the Offeree Members agree to purchase the entire Membership Interest proposed to
be sold, they will proceed to complete such purchase and Transfer on the terms set forth in the
Offeree Member's notice. If during such 30-day period, the Offeree Members fail to exercise the
right with respect to the entire Membership Interest proposed to be sold or offered for sale, no
sales to Offeree Members will occur and the Offeror Member shall be free, subject to compliance
with the terms of this Article 7 (Transfer of a Member’s Interest), for a period of six (6) months
after the expiration of such period to sell the entire Membership Interest described in the Offeror
Member’s notice on the terms described therein or on terms that are less favorable to the
purchaser. If the Offeror Member fails to consummate a sale on such terms within such six-
month period, any proposed sale of the Membership Interest shall reguire a new notice and
compliance with the procedures set forth in this Section. Each Member agrees to execute any
documents necessary to effectuate any sale of a Membership Interest permitted under this
Section 7.6 (Sale of 2 Member’s Interest, Right of First Refusal). :

8. DISSOLUTION AND WINDING UP

81  Dissolution. The Company shall dissolve upon the earlier to oceur of (i) the
expiration of the Company’s agreed term; (ii) the Majority Vote of the Members, which decision
shall be effective upon written notice to the other Members; or (iii) the Members have not voted
to appoint a new Manager or 10 convert the Company to be managed by the Members instead of

a Manager within 120 days after the event that effectively leaves the Company with no Manager.

82  Winding Up. Upon the dissolution of the Company, a “Liquidator,” who shall
be the Manager so long as the Manager is not in default of its obligations hereunder, or if the
Manager is in default or there is no Manager, a Member or other Person selected by Majority
Vote of the Members, shall immediately commence to wind up the Company’s affairs and to
liquidate the Company in an orderly and businesslike manner. Proceeds from the liquidation of
the Company’s assets, if any, shall be applied in the following order of priority:
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82.1 To the Company’s creditors other than Members and the expenses of
liquidation, in the order of priority provided by law;

822 To the Members (with no Member having priority over another) in
proportion to each Member’s unpaid Shortfall Contribution and all interest accrued thereon, until
the amount due each Member i_s reduced to zero;

82.3 To interest first and then principal on any other debts owing to the
Members, and to advances made by Members to or for the benefit of the Company;

82.4 To set up any reserves that are reasonably determined by the Liquidator to
be necessary for any contingent liabilities of the Company, which reserves shall be held by the
Company. or paid over to a bank or other Person as escrow holder and shall be disbursed under
the direction of the Liquidator in payment of such contingent liabilities. As such contingent
liabilities have been paid or adequately provided for in the reasonable judgment of the
Liquidator, the balance of ‘such reserves shall be distributed to the Members in the manner set
forth in Section 3.3 (Liquidating Distributions); and

82.5 The balance of any liquidation proceeds shall be distributed to the
Members in the manner set forth in Section 3.3 (Liquidating Distributions).

9. ARBITRATION OF DISPUTES.

In the event of any dispute among the Manager and/or Members arising under or related to this
Agreement that cannot be resolved through the meeting and voting procedures set forth in this
Agreement, such dispute shall be resolved by binding arbitration before a single arbitrator. Such
arbitration may be initiated by any party by delivering written notice of intent to arbitrate to the
other parties involved in the dispute and to the San Francisco, California office of the American
Arbitration Association (“AAA™), which notice shall describe the dispute and the party’s
proposal for resolving the dispute in detail and shall include all relevant documents and materials
that may be necessary or useful to support its position in the dispute. The foregoing requirement
that the notice initiating arbitration constitute 2 detailed description of the dispute and of the
initiating party’s proposed resolution is intended to be burdensome in order to facilitate a quick
resolution of the dispute. The parties involved in the dispute shall first endeavor to agree on the
arbitrator, but if they are unable to do so within ten (10) days after the arbitration has been
initiated, the arbitrator shall be selected, within thirty (30) days after the arbitration was initiated,
using the AAA recommendations and procedures. The arbitrator shall be a licensed, practicing
attorney who is substantially familiar with the law, custom, practice, or procedure, in the area in
which the Property is located, pertinent to the dispute being arbitrated. In establishing whether
an arbitrator is able to serve, the parties shall advise him or her of the names of all parties and
their Affiliates and principal officers, managers, members, partners, directors and owners, and .
confirm that there is no conflict of interest, which for purposes hereof shall mean no business or
personal connections with any of such parties either currently or at any time during the
immediately preceding three (3) years. The arbitration shall be conducted pursuant to the AAA’S
commercial arbitration rules, as modified by this Article 9 (Arbitration of Disputes), or by such
other organization and rules as the parties may mutually agree upon. If AAA is not available and
the parties cannot agree on an alternate choice, the provisions of California Code of Civil
Procedure Section 1280 et seq. shall apply. All arbitration proceedings shall be confidential, and
neither the parties nor the arbitrator may disclose the content or results of any arbitration
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hereunder without the written consent of all parties to the dispute. The arbitrator shall follow the
law (including applicable statutes of limitations) and all rules of evidence unless the parties
stipulate to the contrary. Any provisional remedy (including preliminary or permanent
injunctions and writs of attachment and possession) which would be available from a court of
law or equity shall be available from the arbitrator pending completion of the arbitration. The
benefited party of such provisional remedy shall be entitled to enforce such remedy in court
immediately, even though a final arbitration award has not yet been rendered. Within thirty (30)
days after his or her appointment, or within such longer period mutually agreed upon by the
parties, the arbitrator shall hear and decide the dispute submitted to arbitration hereunder and
shall promptly prepare a written decision on the merits of the matters in dispute, which decision
shall state the facts and law relied upon and the reasons for the arbitrator’s decision. The
arbitrator may, at his or her discretion, clect whether to meet with the parties and whether to
conduct a hearing attended by all parties; provided, however, that for disputes involving
$100,000 or more, the arbitrator shall conduct a hearing. Discovery shall be allowed in
accordance with California Code of Civil Procedure Section 1283.05. The arbitrator shall have
complete .discretion to resolve discovery disputes, to order the production of documents and
presentation of witnesses and to limit such discovery, including the number and scope of
depositions that may be taken by the parties. Prior to issuing his or her final written decision, the
arbitrator shall inform the parties, in writing, of the arbitrator’s expected decision on the matter
and the reasons therefore and give the parties five (5) business days to submit additional
arguments or information, in writing, to the arbitrator and the other parties. The award or
decision of the arbitrator, which may include an order of specific performance, shall be final and
binding on all parties and enforceable in any court of competent jurisdiction; provided, however,
that the award may be vacated or corrected for any of the reasons permitted under and pursuant
+o California Code of Civil Procedure Sections 1286.2 or 1286.6. The arbitrator shall have no
authority to modify any of the terms of this Agreement. The fees and expenses of the arbitrator
and the costs and attorneys® fees of the prevailing party shall be paid by the party who is not the
prevailing party, as defined in Section 10.10 (Attorneys’ Fees) and determined by the arbitrator
in its decision. '

10.  MISCELLANEOUS PROVISIONS

10.1 Execution by Power of Atiorney. Any Member may execute this Agreement or
any statement, certificate or document referred to in Section 1.5 (Other Certificates) herein by an
attorney-in-fact duly authorized pursuant to a written power of attorney.

102 Governing Law; Forum. This Agreement is entered into and shall be governed by
and construed in accordance with the laws of the State of Utah (without giving effect to its
choice of law principles). The parties agree that all suits or actions of any kind brought to
interpret or enforce the terms of, or otherwise arising out of or relating to, this Agreement shall
be filed and litigated solely in the state or federal courts in San Francisco, California. Each party
hereby consents to the personal and subject matter jurisdiction of said courts, and agrees that
personal service of any complaint, pleading, subpoena, Or Summons may be made by certified
mail, return receipt requested, and with the return receipt returned to the sender marked as

delivered, undeliverable or rej ected, at the address provided in this Agreement.

103 Entire Agreement. This document represents the final, entire and complete
agreement among the parties with respect to the subject matter hereof and supersedes all other
prior or contemporaneous agreements, communications or representations, whether oral or
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written, express or implied. The parties acknowledge and agree that they may not and are not
relying on any representation, promise, inducement, Or other statement, whether oral or written
and by whomever made, that is not contained expressly in this Agreement. The parties agree that
in any disputes involving this Agreement parol evidence will only be admissible if the judge or
arbitrator hearing the dispute first determines that the applicable provisions of this Agreement
are ambiguous on their face without the introduction of any parol evidence.

104 Successors. This Agreement shall be binding upon and inure to the benefit of the
parties hereto and their respective heirs, legal representatives, successors and assigns; subject,

- however, in all cases, to the provisions of Article 7 (Transfer of a Member’s Interest).

10.5 Notices. All notices, requests, demands, consents and other communications
under this Agreement (“Notice™) must be in writing and will be effective (i) immediately upon
delivery in person or by facsimile, provided delivery is made during regular business hours or
receipt is acknowledged by a person reasonably believed by the delivering party to be employed by
the recipient, and that for all facsimiles, good and complete transmission is confirmed by the
sending facsimile machine and a copy of the Notice is concurrently mailed pursuant to clanse
(iii) below; or (ii) upon the earlier of actual delivery confirmed by executed receipt by the
recipient or 24 hours after deposit (in time for next-day delivery) with a commercial courier or
delivery service for hand delivery, provided delivery is made during regular business hours or
receipt is acknowledged by a person reasonably believed by the delivering party to be employed
by the recipient; or (iii) three (3) days after deposit (before the last pick-up time) with the United
States Postal Service, certified mail, return receipt requested, postage prepaid and with the return
receipt returned to the sender marked as delivered, undeliverable or rejected. The inability to
deliver because of a changed address of which no Notice was given, or rejection or other refusal
to accept any Notice, shall be deemed to be the receipt of the Notice as of the date of such
inability to deliver or rejection or refusal to accept. Any Notice to be given by any party hereto
may be given by the counsel for such party. All Notices must be properly addressed and
delivered to the Company at its principal place of business and to any Manager or Member at the
addresses set forth on the signature page of this Agreement, or at such other addresses as any
party may designate by written Notice to all parties. The Manager and the Members may, by
written Notice given to the Company and all other parties in accordance with the provisions of
this Section, designate one other Person to receive copies of any Notices 0 such Manager or
Member.

10.6 Covenant of Further Assurances. The Members hereby agree to execute and
deliver all such documents and perform all such acts as may be necessary, appropriate or
reasonably required to carry out the purposes and provisions of this Agreement.

107 Unenforceability of Certain Provisions. If any term, covenant Or condition of this
Agreement or its application to any Person or circumstances shall be held to be illegal, invalid or
unenforceable, the remainder of this Agreement or the application of such term or provisions to
other Persons or circumstances shall not be affected, and each term hereof shall be legal, valid
and enforceable to the fullest extent permitted by law, unless an essential purpose of this
Agreement would be defeated by the loss of the illegal, unenforceable, or invalid provision. In
the event of such partial invalidity, the parties shall seek in good faith to agree on replacing any
such legally invalid provisions with valid provisions which, in effect, will, from an economic
viewpoint, most nearly and fairly approach the effect of the invalid provision and the intent of
the parties in entering into this Agreement. To the extent any provision of this Agreement is
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prohibited or ineffective under the LLC Act, this Agreement shall be considered amended to the
smallest degree possible in order to make that provision effective under the LLC Act. In the
event the LLC Act is subsequently amended or interpreted in a way to make any provision of this
Agreement that was formerly invalid valid, such provision shall be considered to be valid from
the effective date of such interpretation or amendment. :

10.8 Headings; Exhibits; Recitals. The headings, captions and titles contained herein
are inserted solely for convenience and shall not be used in construing or interpreting this
Agreement. All Recitals and Exhibits referred to in this Agreement are incorporated herein by
reference and shall be deemed part of this Agreement.

10.9 Statutes. Any reference herein to any statute, law, ordinance, code or regulation,
or any section or provision thereof, shall be deemed to include any future amendments thereto
and any similar provisions of law that may hereafter replace or be substituted for such provision,
whether or not designated by the same title or number.

10.10 Attorneys’ Fees. In the event of any arbitration or litigation between the parties,
whether based on contract, tort or other cause of action or involving bankruptcy or similar
proceedings, in any way related to this Agreement, the non-prevailing party shall pay fo the
prevailing party all reasonable attorneys’ fees and costs and expenses of any type, without
restriction by statute, court rule or otherwise, incurred by the prevailing party in connection with
any action or proceeding (including arbitration proceedings, any appeals and the enforcement of
any judgment or award), whether or not the dispute is litigated or prosecuted to final judgment.
The “prevailing party” shall be determined based upon an assessment of which party’s major
arguments or positions taken in the action or proceeding could fairly be said to have prevailed
(whether by compromise, settlement, abandonment by the other party of its claim or defense,
final decision, after any appeals, or otherwise) over the other party’s major arguments or
positions on major disputed issues. Any fees and costs incurred in enforcing a judgment shall be
recoverable separately from any other amount included in the judgment and shall survive and not
be merged in the judgment.

10.11 No Brokers. Each Manager and Member agrees to indemnify and to hold
harmless the Company and all other parties to this Agreement from any liability for any finders’
fees or broker’s commission or compensation of any kind with respect to the issuance of the
Membership Interests in the Company (and the costs and expenses of defending against such
ligbility or asserted Liability) for which such party or any of its officers, managers, members,

partners, employees, Or representatives is responsible. This indemnification obligation shall
survive termination of this Agreement.

10.12 Cross-References. All cross-references in this Agreement, unless specifically
directed to another agreement or document, refer to provisions within this Agreement.

10.13 Investment Representation. Each Member, and in the case of an organization as a
Member, -the Person(s) executing this Agreement on behalf of said organization, hereby
represents, warrants and acknowledges to the Company, the Manager and each other Member
that: (i) if that Member is an organization, that it is duly organized, validly existing, and in good
standing under the laws of its state of organization and that it has full organizational power 1o
execute and agree to this Agreement and to perform its obligations hereunder; (ii) it is acquiring

its Membership Interest solely for its own account for investment and not with a view to or in
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connection with the sale or distribution of any part thereof; (iil) its Membership Interest is not
registered under the Securities Act of 1933 and that the Transfer of its Membership Interest may
be restricted by the Securities Act of 1933 and other applicable federal and state securities laws;
(iv) it is a “sophisticated investor” with substantial prior experience in high-risk business
investments of the type described in this Agreement and is aware of and familiar with the risks
associated with a private limited liability company and would qualify as an “accredited investor”
as such is defined in Rule 501 of Regulation D, as enacted pursuant to Sections 3(b) and 4(2) of
the Securities Act of 1933; (v) the decision to invest in the Company was made in reliance on its
own tax, legal and financial advisers with regard to all matters relating to the investment in the
Company and not on any advice or recommendation of the Manager or Its Affiliates; and (vi) it
is aware that as a Member it must bear the economic risk of investment in the Company for an
indefinite period of time.

10.14 Interpretation. All parties have been represented by counsel in the preparation
and negotiation of this Agreement, and this Agreement shall be construed according to the fair
meaning of its language. The rule of construction to the effect that ambiguities are to be resolved
against the drafting party shall not be employed in interpreting this Agreement. Unless the
context clearly requires otherwise, (i) the plural and singular numbers shall each be deemed to
include the other; (ii) the masculine, feminine, and neuter genders shall each be deemed to
include the others; (i) ”shall,” “will,” or “agrees” are mandatory, an “may” is permissive;
(iv) "or” is not exclusive; (v) “includes” and “including” are not limiting; and (vi) *days”
means calendar days unless specifically provided otherwise.

10.15 Modification and Amendment.  Except as specifically permitted in this
Agreement or required by the LLC Act, this Agreement may be modified or amended only by a
writing signed by Members representing the Majority Vote of the Members pursuant to Section
5.2.1. Any oral modifications or amendments are unenforceable.

10.16 Counterparts; Effectiveness. This Agreement may be signed in any number of
counterparts with the same effect as if the signatures to each counterpart were upon 2 single
instrument, and is intended to be binding when all parties have delivered their signatures to the
other parties. Signafures may be delivered by facsimile transmission or in PDF format via email.
All counterparts shall be deemed an original of this Agreement. In no event shall any draft of
this Agreement create any obligation or liability, it being understood that this Agreement shall be
effective and binding only when a counterpart hereof has been executed and delivered by each
party hereto.

10.17 - Time of the Essence; Non-Business Days. Time is of the essence for the payment
and performance of all obligations under this Agreement. Whenever action must be taken
(including the giving of Notice or the delivery of documents) under this Agreement during a
certain period of time or by a particular date that ends or occurs on a non business day (i.e.,
Saturday, Sunday or a holiday recognized by the U.S. federal government or the State of
California), then such period or date shall be extended until the immediately following business
day.

10.18 Confidentiality and Nondisclosure. All Managers, Members and other Persons
employed by the Company or subject to this Agreement shall hold all information and
documents regarding the Company, the Property, the terms of this Agreement and the
negotiations leading to this Agreement in strict confidence and shall not disclose such
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information and documents to any Person other than their own officers, directors, shareholders,
partners, managers, members, legal counsel, accountants or financial advisers who have a
specific need to have access to such information or documents and who have been instructed to
maintain the strict confidentiality of such information and documents. The obligations of this
section do not apply to information or documents (a) whose disclosure may be necessary 1o
comply with any federal or state securities laws or other applicable laws, regulations or court
orders, (b) that are or become part of the public domain, (¢) that are disclosed by the Company to
third parties without restrictions on disclosure, or (d) that are received by the receiving party
from a third party without breach of a nondisclosure obligation.

10.19 No Waiver. No breach of any of the terms or provisions of this Agreement should
be deemed consented to or excused, nor shall the validity or acceptability of the performance of
any representation, promise or undertaking herein be deemed waived, nor shall any delay or
deviation from the time or manner of any performance be deemed consented to unless such
consent, excuse or waiver shall be in writing and signed by the party claimed to have consented,
excused or waived. Any such consent, excuse Or waiver shall not constitute a consent to, waiver
of, or excuse for any other similar or dissimilar breach, delay or deviation.

10.20 Third Party Beneficiaries. This Agreement has been made solely for the benefit
of the parties hereto and their respective successors, permitted assigns, heirs and representatives,
and nothing in this Agreement is intended to, or shall, confer upon any other Person any benefits,
rights or remedies under or by reason of this Agreement or arising from amy agreements,
relationships or actions among any Persons.

1021 Compliance With Laws. Each party shall comply with all applicable laws, rules,
regulations, orders, consents and permits in the performance of all of their obligations under this
Agreement.

1022 Authority. The individuals executing this Agreement on behalf of any Manager
or Member individually represent and warrant that he or she has been authorized to do so and has
the power to bind the party for whom they are signing.

[The rest of this page has been intentionally left blank. The next page is the signature page.|
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IN WITNESS WHEREOF, the parnes hereto have executed this Agreement as of the day

and year first above written.

MEMBERS:

CANYON LAND DEVELOPMENT, LLC,

a Delaware limited liability company

By:

Name: Christoph Henkel, Director
By: H}]‘Ckéz\

Name: Homy adifdar, Director

Address: 101 Larkspur Landing Circle
Suite 310
Larkspur California 94939
Telephone: 415-925-8001
Facsimile:  415-925-8004

CHRISTOPH HENKEL

By:
Name: Christoph Henkel

Address: 25 Dawson Place
London W2 4"
United Kingdom

Telephone: 970-882-4800

Facsimile:  970-882-7475

MANAGER:

CANYON BQUITY LLC,
a Delaware limited liability company

By:

Name: Christoph Henkelf Member
p Y r
Bt
By:

Name: Homi \Namr Managing Director

Address: 101 Larkspur Landing Circle
Suite 310
Larkspur California 94939
Telephone: 415-925-8001
Facsimile:  415-925-8004

19539%766909.2

PAGE THREE, LLC,
a Utah limited liability company

By:
Name: Christoph chlg&el General Manager

By ] / AL -
Name: Homi Vazitdar, Authorized Signatory

Address: 101 Larkspur Landing Circle
Suite 310
Larkspur California 94939
Telephone:  415-925-8001
Facsimile:  415-925-8004
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the diy
and year first above written. ‘

MEMBERS'
CANYON OPMENT, LLC, PAGE THREE, LLC
a Dela hmlted ility co g Utah limi abﬂﬁy ca?
By: By:
Name: Christoph Henkel, Director Name: Christoph Henkel, General Manager
By: By: '
Name: Homi Vazifdar, Director Name: Homi Vazifdar, Autharized Signatory
Address: 101 Larkspur Landing Circle Address: 101 Larkspur Landing Circle
Suite 310 ’ Suite 310
Larkspur California 94939 . Larkspur California 94938
Telephone: 415-925-8001 Telephone: ~ 415-925-8001

£025-8004 Facsimile:  415-925-8004

Address: 25 Dawson Place
London W2 4=
United Kingdom

Telephone: 970-882-4300

Pacsimile: 970-882-7475

Facsimile: 41
CHRISTOY,

By:
Name; Christoph Henkel

MANAGER:

CANYON

' Name Chnistoph Henkel, Member

By:
Name: Homi Vazifdar, Managing Director

Address: - 101 Larkspur Landing Circle
Suite 310
Larkspur California 94939
Telephone: 415-925-8001
Facsimile: 415-825-8004
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Department of : ) Drinking Water Board

. . . Paul Hansen, PE., Chair

Enmronmental Quallty . Ken Bassett, Vice-Chair

Terry Beebe

Amanda Smith Daniel Fleming

Acting Executive Directar Jay Pranson, P.E.

. Helen Graber, Ph.D.

State of Utah DIVISION OF DRINKING WATER Betty iﬂayl]gr

" GARY R. HERBERT Kenneth H. Bousfield, P.E. Petra Rust
Governor Director Amanda Smith -~

David Steverns, Ph.D.

GREGORY S. BELL Ron Thompson

Lieutenant Governor . Kenneth Bousfield, P.E.

: Executive Secretary

August 12, 2009 , : | |

Mike Gardner, Project Manager
Canyon Equity

32 North 10" Avenue, Suite 3
P.O. Box 4516

Page, Arizona 86040

Dear Mr. Gardner:

Subject: Operating Permit, Service Building Well #1 (WS001), Grand Staircase Water
Company, Amangiri Resort (Canyon Land Resort), System #13063, File #06650

On August 4, 2009, the Division of Drinking Water (the Division) received your request for the

operating permit for Service Building Well from you. The plans and specifications for this project
were approved on July 7, 2006. ' :

We understand the project consists of Service Building Well with a 60-horsepower, 220 gpm i
submersible pump located in an exterior vault; three vertical turbine booster pumps each 7.5 hp, !
100 gpm located in a dedicated room of the hotel service building along with valves, meters,

controls and appurtenances. The Service Building Well is referenced as WS001 in our inventory.

We have received.the following information for subject project:

Design engineer’s statement of conformance with approval conditions.

Design engineer’s statement of conformance with the Rule for any deviation from the
plan approval or plan review exemption.

Evidence of O&M manual delivery.

As-built drawings.

Approved Preliminary Evaluation Report and Drinking Water Source Protection Plan.
Satisfactory bacteriological results.

-

SN

150 North 1950 West « Salt Lake City, UT
Mailing Address; P.O. Box 144830 » Salt Leke City, UT 841144830
Telephone (801) 536-4200 » Fax (801-536-4211 - T.D.D. (801) 5364414
wwnw.deg.utah.gov M
Printed on 100% recycled paper

—




Mike Gardner
Page 2
August 12, 2009

We have determined that all conditions of operating permit issuance have been met (see R309-
500-9). On this basis, an Operating Permit for the Service Building Well #1 is hereby issued

as constituted by this letter. You may now place the Service Building Well in service in your
water system.

The listed well pump capacity of the Service Building Well is 220 gallons per minute (gpm). The
safe yield of the Service Building Well is rated at 150 gpm, which is calculated based on two-
thirds of the constant-rate well pump test results at 225 gpm. The safe yield of 150 gpm is the
basis for determining the maximum number of connections that the Service Building Well can
serve.

The Inventory Report showing the facilities currently listed in our database for the Grand
Staircase Water Company and the monitoring schedule for WS001, Service Building Well #1 are
enclosed. If you have any questions about your monitoring requirements, please contact Rachael
Cassady, of this office, at (801) 536-4467 or rcassady@utah.gov. '

Please maintain a copy of this letter with your permanent records for future reference. If'you have
any questions regarding this operating permit, please contact John Chartier, P.E., District
Engineer, Southwest District Office, at (435) 865-5152 or Ying-Ying Macauley, Engineering
Section Manager, of this office, at (801) 536-4188. '

Sincerely,

KING WATER BOARD . \

Kefineth H. Bousfield, P.E.
Executive Secretary

RGT
Enclosures — Inventory Report & Monitoring Schedule

cc. Rod Cosslett, Env. Director, Southwest Utah Health Dept., 260 E. DL Sargent, Cedar City, UT 84720
John Chartier, P.B., SW District Engineer, 260 E. DL Sargent, Cedar City, UT 84720
Randy Taylor, PE., SW District Bngineer, 620 South 400 East, #400, St. George, UT 84770
Gary L. Smith, Kane County Planning & Zoning, 180 W. 300 N, Kanab, UT 84741
Seth Briggs, Stantec Consulting, 3995 S 700 E, Suite 300, Salt Lake City, UT 84107
Kate Johnson, Division of Drinking Water
Rachael Cassady, Division of Drinking Waler
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Utah Department of Environmental Quality
Division of Drinking Water

Public Water System Inventory Report

Run Date:8/10/2009

PWS fD UTAH13063 Narne: GRAND STAIRCASE WATER COMPANY

Legal Contsct CANYON LAND DEVEL LLC Rating:

JOHN OLBERG Rating Date:
Address: 15020 72ND AVE WEST
'  EDMONDS, WA 98026
Phone Number: 435-741-4456
Clty Served {Area):
' County: KANE COUNTY .
. : GaliDay Gal/Min
System Type: Non Transient Last Inv Update: 6/26/08 Avg Daily Prod: '
Activity Status Cd: Active Last Sniy Srv Dt: Total Dsgn Cap: :
Popufation: 130 Oper Period:  1/1 to 12/31 Total Emerg Cap: :
tacts
%‘gﬂam : Phci.ne Numbers
Type Name Title Oftlcs Emergency . Emaif Address
AC OLBERG, JOHN -
Service Connections :
Connection Meter Type Number
Type Code Meter Size Connections
Combined Unknown .0 1

1 Total Svc Connections

Total Coliform Rule Summary
3ample Sample Sample Effective Effective Seasonal Seasonal Analyte Analyte
Count Type Frequency Begin Date End Date Start End Code Name
1 Routine Quarterty 10/1/2008 in 12/31 3100 GOLIFORM (TCR)
‘Monitoring Violatlons Quallty Yiolations Satisfactory 12 Months Ending
0 0 " Yes 6/30/2009
Storage
Total Storage: 0GAL  Number of Units: 1 Adeguate Capaclty:
Effective Constr Coating  Overflow TotEley Alll
No. Name Type Volume Matr! Type Efey Head  Valve prosed
ST001 STORAGE FACILITY ST001  Ground ' Congrete
Sources - N Appd Dsgn  Location .
: Activity =~ Source Well  Cap/Meas DataOn  Water Perfod of Pui
No.  Source Name Status ~ Type  Dia. Flow* File Type Availability =~ Operalion  Capi
WS001 SERVICE BUILDING WELL  Active WL 8 Yes GW  Permenant
WS002 HITCHING POST WELL P WL 8 Yes GW :

*Reponts measured flow {or wells, approvad design capacity for all other sources.

8/10/2009

PWS inventory Report Paga i of 1




Utah Department of Environmental Quality
Division of Drinking Water

Monitoring Schedule
Run Date: 8/10/2009

PWS ID: UTAH13063 Name: GRAND STAIRCASE WATER COMPANY

Legal Contact CANYON LAND DEVEL LLG Rafing:
JOHN OLBERG . Rating Date:
Address: 15020 72ND AVE WEST
EDMONDS, WA 98026
Phone Number: 435-741-4456
City Served (Area):
County: KANE COUNTY -
i Gal/Day Gal/Min

System Type: Non Transient Last inv Update: 6/26/08 Avg Daily Prod:

Activity Status Cd: Active Last Snfy Sry Di: Total Dsgn Cap:

Population: 130 Oper Period: 11 10 12/31 Fotal Emerg Cap:

Total Coliform Rule Monitoring ,
Sample Sample Sample Effective Effective Seasonal  Seasonal Analyte Analyte -
Count Type Frequency Begin Date End Date Start End Code Name
1. Routine.  Quarterly 10/1/2009 in 12/31 3100  COLIFORM (TCR)
Non-TCR Individual Analyte Requirements
Facility * Facliity Analyte Analyte Sample Sample Sample Last Next Sample
iD Name Code Name Count Type Fregquency Sample Between
WS001 SERVICE BUILDING WELL :
1055 SULFATE 1 Routine - 3 Years 09/28/2005 01/01/2008 - 12/31/2010

09/28/2005 01/01/2008 - 12/31/2009

1040 NITRATE 1 Routine Year




Dlv Director's Off

Division Director
BOUSFIELD, KEN
Admin Services
Section Manager
JOHNSON, KATE .

Construction Assist
Section Manager

WILDE, KENNETHE

Field Services
Section Manager

DYCHES, D KIM
Rules
Seciion Manager
© FAUVER, PATTIJ

Utah Department of Environmental Quality
Division of Drinking Water
Monitoring Schedule -
Utah Division of Drinking Water Contact List
801-536-4207
801-536-4206
801-536-0048

801-536-4202

801-536-4196

Run Date: 8/10/2009




Department of Drinking Water Board
. . Paul Hansen, P.E., Chair
Envuonmental Quahty Ken Basselt, Vice-Chair
Terry Beebe
Amanda Smith Daniel Fleming
Acting Executive Director Jay Franson, P.E.
. . Helen Graber, Ph.D,
State Of Utall DIVISION OF DRINKING WATER Betty Naylor
GARY R. HERBERT Kenneth H. Bousfield, P.E. Petra Rust
Governor Director Amanda Smith

. ) . David Stevens, Ph.D.,
GREGORY S. BELL . : . Ron Thompson
Lieutenant Governor . ' Kenneth Bousfield, P.E.
Executive Secretary

August 12, 2009

Mike Gardner, Project Manager-
Canyon Equity

32 North 10™ Avenue, Suite 3
P.O. Box 4516

Page, Arizona 86040

Dear Mr. Gardner:

Subject: Operating Permit, Distribution System (DS001), Grand Staircase Water Company,
Amangiri Resort (Canyon Land Resort), System #13063, File #06811

On August 4, 2009, the Division of Drinkihg Water (thé Division) received your request for the
operating permit for the Distribution System of Grand Staircase Water Company from you. The
plans and specifications for this project were approved on December 2, 2005.

We understand that this project consists of the construction of appioximately 2,935 linear feet of
16-inch; 12,170 linear feet of 12-inch; 4,620 linear feet of 8-inch and 8,305 linear feet of 6-inch
diameter HDPE water pipe, along with associated valves, hydrants and associated appurtenances.

We have received the following information for subject project:

1. Design engineer’s statement of conformance with approval conditions.

2. Design engineer’s statement of conformance with the Rule for any deviation from the
plan approval or plan review exemption.

3. Evidence of O&M manual delivery.

4. As-built drawings.

5. Satisfactory bacteriological results.

We have determined that all conditions of operating permit issuance have been met (see R309-
500-9). On this basis, an Operating Permit for the Distribution System is hereby issued as
-constituted by this letter. You may now place the Distribution System mn service in your water
system.

150 North 1950 West « Salt Lake City, UT
Mailing Address: P.O. Box 144830 - Salt Lake City, UT 841144830
Telephone (801) 536-4200 « Fax (801-536-4211 - T.D.D. (801) 536-4414
www.deq.uiah.gov
Printed on 100% recycled puper
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Mike Gardner
Page 2
August 12, 2009

Please maintain a copy of this letter with your permanent records for future reference. If you have
any questions regarding this operating permit, please contact John Chartier, P.E., Southwest
District Engineer, at (435) 865-5152 or Ying-Ying Macauley, Engineering Section Manager, of
this office, at (801) 536-4188.

Sincerely,

NG WATER OA}D §

DRIN

epneth H. Bousfield, P.E.
cutive Secretary

RGT

ce. - Rod Cosslett, Env. Director, Southwest Utah Health Dept., 260 E. DL Sargent, Cedar City, UT 84720
Jobn Chartier, P.E., SW District Engineer, 260 E. DL Sargent, Cedar City, UT 84720 ‘
Randy Taylor, P.E., SW District Engineer, 620 South 400 East, #4000, St. George, UT 84770
Gary L. Smith, Kane County Planning & Zoning, 180 W 300 N, Kanab, UT 84741
Seth Briggs, Stantec Consulting, 3995 S 700 E, Suite 300, Salt Lake City, UT 84107

ymacauley\wp\Plan Review 2009\13063 06811 Dist Syst OP.doc




Depaltmcnt of . V Drinking Water Board

. . Paul Hansen, P.E., Chair
Environmental Quality Ken Bassett, Vice-Chair

. Terry Beebe
Amanda Smith Daniel Fleming

: Acting Executive Director Jay Franson, P.E.
: Helen Graber, Ph.D.
State’ Of Utah DIVISION OF DRINKING WATER Betty ,Naylor
GARY R. HERBERT Kenneth H. Bousfield, P.E. Petra Rust
Governor Director ) Armanda Smith
) ' David Stevens, Ph.D.
GREGORY S. BELL : : Ron Thompson
Lieutenant Governor Kenneth Bousfield, P.E.

Executive Secretary

August 12, 2009

Mike Gardner, Project Manager
Canyon Equity

32 North 10" Avenue, Suite 3
P.O. Box 4516

Page, Arizona 86040

Dear Mr. Gardner:

Subject: Operating Permit, 430,000-Gallon Concrete Storage Tank {STOOl), Grand Staircase
Water Company, Amangiri Resort (Canyon Land Resort), System #13063, File #06810

On August 4, 2009, the Division of Drinking Water-(the Division) received your request for the
operating permit for the Concrete Storage Tank from you. The plans and specifications for this
project were approved on November 30, 2005.

We understand that this project consisted of the construction of the 430,000-gallon concrete

~ storage tank (referenced as ST001 in our inventory), a tank valve vault and approximately 480
linear feet of 16-inch and 1,610 linear feet of 6-inch diameter HDPE water pipe, along with
associated control valves and appurtenances. ‘ : :

We have received the following information for subject project:

Design engineer’s statement of conformance with approval conditions.

Design engineer’s statement of conformance with the Rule for any deviation from the
plan approval or plan review exemption. ‘
Evidence of O&M manual delivery.

As-built drawings. :

Satisfactory bacteriological results.

N »—

v

We have determined that all conditions of operating permit issuance have been met. On this
basis, an Operating Permit for the 430,000-gallon concrete storage tank is hereby issued as

constituted by this letter. You may now place the Concrete Storage Tank in service in your
water system. :

¥

150 North 1950 West « Salt Lake City, UT
Mailing Address: P.O. Box 144830 » Salt Lake City, UT 841144830
Telephone (801) 5364200 » Fax (801-536-4211 » T.D.D. (801) 5364414
www.deg.utah.gov
Printed on 100% recycled paper




Mike Gardner
Page 2 .
August 12, 200

-

Please maintain a copy of this letter with your permanent records for future reference. If you have
any questions regarding this operating permit, please contact John Chartier, P.E., Southwest
District Engineer, at (435) 865-5152 or Ying-Ying Macauley, Engineering Section Manager, of
this office, at (801) 536-4188. ‘

Sincerely,

DRINKING WATER BOARD

Kenneth H. Bousfield, P.E.
Executive Secretary

RGT

cc: Rod Cosslett, Env. Director, Southwest Utah Health Dept., 260 E. DL Sargent, Cedar City, UT 84720
 John Chartier, P.E., SW District Bngineer, 260 B. DL Sargent, Cedar City, UT 84720
Randy Taylor, PE., SW District Engineer, 620 South 400 East, #400, St. George, UT 84770
Gary L. Smith, Kane County Planning & Zoning, 180 W. 300 N., Kanab, UT 84741
Seth Briggs, Stantec Consulting, 3995 S. 700 E., Suite 300, Salt Lake City, UT 84107

ymacauley\wp\Plan Review 2009\13063 06810 Grand Staircase Tank OP.doc
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STATE OF UTAH — DIVISION OF WATER RIGHTS — DATA PRINT OUT for 89-1 155(A44491)

(WARNING: Water Rights makes NO claims as to the accuracy of this data.) RUN DATE: 09/09/2010 Page 1

WATER RIGHT: 89-1155  APPLICATION/CLAIM NO.: A44491 CERT. NO.:

CHANGES: a30230 Approved, a28199 Approved, a23457 Approved

OWNERSHIP***************************************************************************************************************************

NAME: Grand Staircase Water Company LLC

ADDR: 101 Larkspur Landing, Suite 310
Larkspur, CA 94938

INTEREST: 100% REMARKS :

DATES, ETC.*************************************************************************************************************************

LAND OWNED BY APPLICANT? COUNTY TAX ID#:

FILED: 12/16/1974 | PRIORITY: 12/16/1974|PUB BEGAN: 01/30/1975|PUB ENDED: | NEWSPAPER:

ProtestEnd: | PROTESTED: [No Hear ]|HEARNG HLD: {SE ACTION: [Approved] | ActionDate:09/19/1986] PROOF DUE: 09/30/2010
EXTENSION: [ELEC/PROOF: [ ] |ELEC/PROOF: | CERT/WUC: |LAP, ETC: | LAPS LETTER:

RUSH LETTR: {RENOVATE: 03/31/1999 | RECON REQ: |TYPE: [ ]

PD BOOK: [ 89— JIMAP: [ 1|1 PUB DATE:

Type of Right: Application to Appropriate source of Info: Application to Appropriate Status: Approved

TOCATION OF WATER RIGHT*************************************************************************************************************

FLOW: 2.21157 cfs SOURCE: Underground Water Wells (9)

COUNTY: Kane COMMON DESCRIPTION: West of Wahweap Bay

POINTS OF DIVERSION -- UNDERGROUND:
(1) S 1019 ft E 882 ft from W4 cor, Sec 31, T 43s, R 3E, SLBM

DIAMETER OF WELL: ins. DEPTH: to ft. YEAR DRILLED: WELL LOG? No WELL ID#:
Comment: Proposed "North Well"

(2) S 2200 ft W 2500 £t from NE cor, Sec 31, T 435, R 3E, SLBM .

DIAMETER OF WELL: 16 ins. DEPTH: 500 to 1500 ft. YEAR DRILLED: WELL LOG? No WELL ID#:
Comment:

(3) s 2500 ft w 200 £t from NE cor, Sec 31, T 43s, R 3E, SLBM

DIAMETER OF WELL: 16 ins. DEPTH: 500 to 1500 f£t. YEAR DRILLED: WELL LOG? No WELL ID#:
Comment :

(4) N 150 ft W 2400 ft from SE cor, Sec 32, T 43s, R 3E, SLBM

DIAMETER OF WELL: 12 ins. DEPTH: 100 to 1800 ft. YEAR DRILLED: WELL LOG? No WELL ID#: 19054
Comment:

(5) N 300 £t E 300 ft from SW cor, Sec 32, T 43s, R 3E, SLBM

DIAMETER OF WELL: 16 ins. DEPTH: to ft. YEAR DRILLED: WELL LOG? No WELL ID#:
Comment : _ Drilled and indexed under change a23457

(6) 5 780 £t W 1450 ft from NE cor, Sec 32, T 438, R 3E, SLBM

DIAMETER OF WELL: 16 ins. DEPTH: 805 to ft. YEAR DRILLED: 2000 WELL LOG? No WELL ID#:
Comment:

(7). 8 1200 ft E 590 £t from NW cor, Sec 32, T 438, R 3E, SLBM

DIAMETER OF WELL: 16 ins. DEPTH: to ft. YEAR DRILLED: WELL LOG? No WELL ID#:
Comment : Drilled and indexed under change a23457

(8) s 1145 ft E 1325 ft from W4 cor, Sec 06, T 44s, R 3E, SLBM

DIAMETER OF WELL: 16 ins. DEPTH: 500 to 1500 ft. YEAR DRILLED: WELL LOG? No WELL ID#: 34596
Comment : Proposed "Service Barn Well!

(9) s 2800 £t W 2200 ft from NE cor, Sec 06, T 448, R 3E, SLBM

DIAMETER OF WELL: 16 ins. DEPTH: 500 to 1500 ft. YEAR DRILLED: WELL LOG? No WELL ID#:
Comment :

USES OF WATER RIGHT****%x%% ELU -- Equivalent Livestock Unit (cow, horse, etc.) *¥¥¥¥%%%x EDy -— Equivalent Domestic Unit orx 1 Family




WRNUM 89-1155 continued*** (WARNING: Water Rights makes NO claims as to the accuracy of this data.) RUN DATE: 09/09/2010 Page 2

SUPPLEMENTAL GROUP NO. 612817.

IRRIGATION: 175.84 acres Div Limit: 0.0 acft. PERIOD OF USE: 03/01 TO 12/31

DOMESTIC: 1200.0000 EDUs Div Limit: 540.0 acft. PERIOD OF USE: 01/01 TO 12/31
OTHER: Golf Course, fire protection, sanitation, industrial, and recreation ' PERIOD OF USE: 01/01 TO 12/3

Acre Feet Contributed by this Right for this Use: 357.77242

###PLACE OF USE: #e————-NORTR WEST QUARTER———-——" *oeemeNORTH EAST QUARTER————==*-—~—==—SOUTH WEST QUARTER~-———~*-—-——-SOUTH EAST QUARTER-—----' *  Section
* NW | NN | SW | SE * N | NE | SW | SE * NW | NE | SW | SE * N4 | NE | SW | SE * Totals
Sec 31 T 43S R 3E SLEBM *X IX 1% IX *X X X X *X IX 1X 1X *X 1X 1X IX * 0.0000
Sec 32 T 43S R 3E SLEBM *X 1X IX X *X X IX X *X X IX X *X IX 1X IX * 0.0000
Sec 05 T 445 R 3E SLEM *X IX 1X 1X *X IX IX IX *X IX | | *X ! I | * 0.0000
Sec 06 T 44S R 3E SLEM *X IX IX IX *X X X IX *X 1X 1X 34 *X 1X 1X 1X * 0.0000
GROUP ACREAGE TOTAL: 0.0000

OTHER COMMENTS**********************************************************************************************************************

This applicant allowed his previous right (89-50, A29481) to lapse. This
application is being filed for the same amount of flow and the same uses as
described in his previous right.

SEGREGATION HISTORY*****************************************************************************************************************

This Right as originally filed: * .

FLOW IN QUANTITY IN * g WA TER USES *
CFs ACRE~-FEET IRRIGATED STOCK DOMESTIC MUNICIPAL MINING POWER OTHER
ACREAGE (ELUs) (FAMILIES) (¥--——=====———====", ACRE-FEET—-=————=====mm=——— *)
3.0 AND  2171.9 290.0000 1200.0000

Acre-foot amount based on flow, not on proposed water uses

The following Water Rights have been Segregated from 89-1155:
{ 1) WRNUM: 89-1619 0.78843 AND 570.8 114.1600
APPL#: A4449la
NAME: Henkel, Christoph, et al.
FILED: 09/30/2005 STATUS: UNAP

APPR:
Proof to be submitted on this segregated portion; flow is prorated based on AF
CFS ACRE-FEET IRRIGATED STOCK DOMESTIC MUNICIPAL MINING POWER OTHER
ACREAGE (ELUs} (FAMILIES) (* ACRE-FEET: *)
89-1155 currently has: -2.21157 AND 1601.1 175.8400 1200.0000 ERROR
All ACRE-FEET has been SEGREGATED OFF.

All OTHER-WR but NOT has been SEGREGATED OFF.

APPLICATIONS FOR EXTENSIONS OF TIME WITHIN WHICH TO SUBMIT PROOF********************************************************************

FILED: 06/02/2000 | PUB BEGAN: 06/21/2000|PUB ENDED: |NEWSPAPER: Southern Utah News
ProtestEnd:07/18/2000| PROTESTED: ([No ] | HEARNG HLD: |SE ACTION: [Approved]IActionDate:ll/OS/ZOOOlPROOF DUE: 09/30/2005
FILED: 09/30/2005 | PUB BEGAN: 11/09/2005|FUB ENDED: 11/16/2005|NEWSPAPER: Southern Utah News
ProtestEnd:12/06/2005 | PROTESTED: [No ] |HEARNG HLD: ' |SE ACTION: {Approved] |ActionDate:03/03/2006| PROOF DUE: 09/30/2010

*************k******************************************************t*********************k*****************************************
Kk kk ke khkkkh Rk kkk kIR K Rk Rk kk ke kkkhkkkhkkkkhkkkkkhkkk**E N D OF DA T A********************************************************

***************t******k***i*****************************************************************f***************************************



wtate of Utah

DEPARTMENT OF NATURAL RESOURCES
> Division of Water Rights
JON M. HUNTSMAN, JR. MICHAEL R, STYLER JERRY D. OLDS

Governor Executive Director State Engineer/Division Director

GARY R. HERBERT
Lieutenant Governor

ORDER OF THE STATE ENGINEER
" On Extension of Time Request
For Application to Appropriate Water Number 89-1155 (A44491)
March 3, 2006

When the application was previously extended, the applicants were advised in a Memorandum
Decision issued November 9, 2000, “...no additional requests for extension of time will be
granted unless they are accompanied by documentation of substantial progress as evidenced by
significant physical development during the extension of time granted.” An agent for the
applicants has now filed for another extension of time within which to file proof with the State
Engineer stating that they have completed four wells, and physical development has begun at the

Notice of the extension request was published in the Southern Utah News November 9 and
November 16, 2005. No protests were received., :

The applicants are placed on notice that extension requests must comply with the provisions of
Section 73-3-12 of the Utah Code Annotated. The State Engineer may grant extensions of time
only "on proper showing of diligence or reasonable cause for delay." The applicants must satisfy
Section 73-3-12 by providing detailed efforts of due diligence or reasonable cause for delay, or
the extension request may be denjed.

It is, therefore, ORDERED and an extension of time within which to submit proof is
GRANTED on Application to Appropriate Water Number 89-1155 (A44491) to and including
September 30, 201 0, with the condition that any future request for extension of time will be
reviewed critically, and no additional request for extension of time will likely be granted unless jt
is accompanied by documentation of substantial progress as evidenced by physical development
above and beyond that documented in support of this extension.

1594 West North Temple, Suite 220, PO Box 146300, Salt Lake City, UT 84114-6300
telephone (801) 538-7240 « facsimile (801) 538-7467 » wuny, waterrights. utah.goy



ORDER OF THE STATE EN GINEER

Extension of Time to Submit Proof

Application to Appropriate Water Number 89-1155 (A44491)
Page 2

This extension is granted in accordance with the law which states: "The construction of the
works and the application of water to beneficial use shall be diligently prosecuted to completion
within the time fixed by the state engineer. Extensions of time. . .may be granted by the state
engineer on proper showing of diligence or reasonable cause for delay. . .. In considering an
application to extend the time in which to place water to beneficial use under an approved
application, the state engineer shall deny the extension and declare the application lapsed, unless
the applicant affirmatively shows that the applicant has exercised or is exercising reasonable and

It is the applicants' responsibility to maintain a current address with this office and to
update ownership of their water right. Please notify this office immediately of any change
of address or for assistance in updating ownership.

It is eamnestly recommended that you complete your development and submit Proof of Beneficial
Use at the earliest possible date.

Your contact with this office, should you need it, is with the Southwestern Regional Office. The
telephone number is 435-586-4231 .

This Order is subject to the provisions of Administrative Rule R655-6-17 of the Division of
Water Rights and to Sections 63-46b-13 and 73-3-14 of the Utah Code which provide for filing

Dated this 3" day of March 2006,

Jerry D. Olds, P.E., Stite Ehkincer
BY: Kent L. Jones P.E., Assistartt State Engineer



ORDER OF THE STATE ENGINEER
Extension of Time to Submit Proof
Application to Appropriate Water Number 89-1155 (A44491)

Page 3

Mailed a copy of the foregoing Order this 3™ day of March 2006 to:

Page One LLC

c/o J. Craig Smith

215 S. State Street, Suite 650
Salt Lake City, UT 84111

Page One L.L.C.

a Utah Limited Liability Company
310 South Convent Ave

Tucson, AZ 85701

Christoph Henkel
P.O. Box 418
Dolores, CO 81323

SW Utah Public Health Department
Attn: Scott Hacking, P.E.

District Engineer

260 E DL Sargent Drive

Cedar City, UT 84720

Utah Division of Drinking Water
P.O. Box 144830
Salt Lake City, UT 84114-4830

AL

Meri Bénnett, Office Technician



EXHIBIT C-2



STATE OF UTAH — DIVISION OF WATER RIGHTS — DATA PRINT OUT for 89-161 9(A44491a)

(WARNING: Water Rights makes NO claims as to the accuracy of this data.) RUN DATE: 09/09/2010 Page 1

WATER RIGHT: 89-1619 APPLICATION/CLAIM NO.: Ad449la CERT. NO.: CERTIFICAT

owNERsHIP**********************f**********************-k**************************'k**************************************************

NAME: Grand Staircase Water Company LLC
ADDR: 101 Larkspur Landing, Suite 310
Larkspur, CA 94939

DATES, ETC.*************************************************************************************************************************

LAND OWNED BY APPLICANT? COUNTY TAX ID#:

FILED: 09/30/2005|PRIORITY: 12/16/1974{PUB BEGAN: {PUB ENDED: INEWSPAPER: No Adv Regquired

ProtestEnd: | PROTESTED: [No ] |[HEARNG HLD: | SE ACTION: [Approved] |ActionDate:07/28/20061 PROOF DUE: 09/30/2005
EXTENSION: | ELEC/PROOF': [Proof ] IELEC/PROOF:09/30/20051CERT/WUC: 05/26/2009|LAP, ETC: |LAPS LETTER:

RUSH LETTR: {RENOVATE: 03/31/1999|RECON REQ: |TYPE: [ ]

PD BOOK: [ 89- 1MAR: [ J|PUB DATE:

Type of Right: Application to Appropriate Source of Info: Certificate Status: Certificate

LOCATION OF WATER ngﬂT**i******************************************************************f***************************************

FLOW: 570.8 acre-feet SOURCE: Underground Water Wells (2)

COUNTY: Kane . COMMON DESCRIPTION: 4.5 miles SE of Big Water, UT

POINTS OF DIVERSION -- UNDERGROUND:
(1) N 55 ft E 2828 ft from SW coxr, Sec 32, T 438, R 3E, SLBM

DIAMETER OF WELL: 8 ins. DEPTH: 875 to f£t. YEAR DRILLED: 1999 WELL LOG? Yes WELL ID#: 19054
Comment.: Highway 89 Well
(2) N 236 ft E 427 ft from SW cor, Sec 32, T 435, R 3E, SLBM
DIAMETER OF WELL: 10 ins. DEPTH: 860 to ft. YEAR DRILLED: 2000 WELL LOG? Yes WELL ID¥#: 21440
Comment : Sand Dune Well
USES OF WATER RIGHT******** ELU -- Equivalent Livestock Unit (cow, horse, etc.) ***¥x¥** EDU —— Equivalent Domestic Unit or 1 Family

SUPPLEMENTAL GROUP NO. 613272.

##H#PLACE OF USE: *—————NORTH WEST QUARTER-——-—~ *——————NORTH EAST QUARTER— *: -—SOUTH WEST QUARTER-————-*———--~—-SOUTH EAST QUARTER~ —*  Section
* NWW | NE | SW | SE * NW | N& | SW ] S8 * MW | NE | S8 | SE * M | N | SW | SE * |Totals

Sec 31 T 433 R 3E SLBM * | I | * | 8.3400| 1.0500(35.1800% ) l | * | 2.5400] l * 47.1100

Sec 32 T 435 R 3E SLBM * 1,1200} | 4.0100(10.0100* | 117.7300] * 117.70001 | *16.48001 | | * 67.0500

GROUP ACREAGE TOTAL: 114.1600

SEGREGATION HISTDRY*****************************************************************************************************************

This Right was Segregated from 89-1153, with Appl#: A44491, Approval Date: 09/19/1986 under which Proof is to be submitted.

This Right as originally filed:

FLOW IN QUANTITY IN * WATER USES *
CFS ACRE-FEET  IRRIGATED STOCK DOMESTIC MUNICIPAL MINING POWER OTHER
ACREAGE (ELUs)  (FAMILIES) (¥—--=—-—=m========= ACRE-FEET————mmmmm==m= === *)
570.8 114.1600

Proof submitted on this seg’d portion
********************i****************************************************'k******************************‘k***************************

hkkkkk ko kkkkhkkkkk Rk kkk kR kkkkkhkkkkkk kK khkkkkkkkkkxk¥*E N D OF DAT A********************************************************

************************************************************************************************************************************



~ ENTRY_NO. 00144552

P6/91/2008 04:51: 39 F’ﬁ B: D379 P: @248
Certificate of Beneficial Use PRGE 1 /7 2
\J»-?JI:RN CRRJSO KFINE COUNT" RECORDER

A
CERTIFICATE OF BENEFECEAL USE

STATE OF UTAH

el R N R SRR ARSI R AI IR RIIIR

WATER RIGHT No: 89 - 1619 ﬁ\PPLluA’l 1’)1‘ LD APPR.JPRIATE )‘0 Aﬁr!’rﬁQla

WHERFAS . it has been made 0 appear 1o une sabisfacition of' the State '—*“g Fnear ‘f" a‘t &n
sppeopriation of water Nas pegn  perfecied under the above mmzbnf‘eu =;zr3/7c:mm in
rCC‘)I" lance with the Laws Of Utah: THE xffﬁ.‘,, be it kngwn thal the State Lngineer hereby

P ' icate has the right

he
i,f.’e owner of the water righi represe
for the purpose, &t the place, and during the time

ted by this certif
2 weler irn the c;mmriz,.y.

'.-f. subiject to prior rights. 17 any.

-
: In tne event that ownership of the waler right evidenced by this cerrificate 1s
Lransferred, it is the responsibiTity of i:,n,e e Ouner to uptate the State Engineer's

al

b
records by submritial of an mp”a”rwmﬂ report 0 conveyaRnce
e

o

1. WATER RIGHT AND OWNERSHIP INFORMATION:

A, NAME: rirgase water uwag ary Ll
ADDRESS: spur Landing, Suite 310

|
CA 94939

8. PRIORTTY DATE: Decembsr 16. 1974

2. SOURCE INFORMATION:
A. QUANTITY OF WATER: 570.8 acre-Teet
E. DIRECT SOURCE: Underground Water Wells (2)
C. 'P'"ilhl""& OF DIVERSION -- UNDERGROUMD:

1) I\s 55 feet E 7 B2R feel Trom
JELL DIAMETER: B inches
L.f.‘iﬂ.ﬂ.,m. Highway 82 Well
(2y N 236 femt £ 477 Teel Trom the S C
WELL DIAMETER- 10 'mm\ g
COMHERT Sangd |

i )uﬁx C ‘I\ii’:—i

D. COUNTY: Kane

3. WATER USE TINFORMATTOM:

- of Bentficial Use BB



’ R b oo der L 1. SOLE & ,.Pr-Pn
PL/\CE oF USE: Heivich Anciudes o i

- part

C}

368

7

Groug totai;  114.3800
73

LIMITATION(S) -- Mater Right 89 - 1219 s Timited To:
the iprigation requirements of 114.1600 acres,
an annuai diversion for IRRIGATION of 70,8000 acre-Tesl.

4. SIGNATURE OF STATE EHGINEER & ACKNOWLEDGHM ENT OF NOTARY PUBLIC:

The works used in pp“cmnnum are to be apersied and main ] 7‘r such & manner
am’ rxwammn ] i m:ve‘ it weste of water. is ce t‘u"har Fies the holder to

ise only  sufl icient "a'a‘«"mr r rr ;“ FILs Lo CONs? a 1 ELONOMIC Guty
}_,‘mr waste, The right evid encec:‘ by Ih 15 Sub; o review hy the

o Lu’w‘s in &y a{]](.xﬂ cation 7?{‘35(3& 7’7\?

In Witness Wherepf. 1 have hersunto set m nand and affixed the sesd of fy office this

' G
- day of Triay I 7
5 . b . (-. 1“); < / —,B ;
N { ,?‘“‘ Demgs  Cobriror Fove
"};‘ Rent L. Jones. =.L.
( Stale tnginger
STATE OF UTAH
COUNTY OF SALT LAR
The foregoing s i3S ALK iged before me This
y oy , - . o e e - -
g day of “ﬂ\f.,‘w} .20 ,.‘.") | KENT L. JONES. P.E.. State tngineer of Utah.
o
'.,.""‘.--.._“ '
)
,‘ﬁﬁl\,-’ AV\,\l {
/) (Motary !Jnm i
S

ENTRY NO. 00 144552

P6/01/2009 B4: 151 3q PHM B: @372 P: B250
Certificate of Beneh\cxdl Use PAGE 2 / 2
VERJEGK CARUSH Y.AHE C’)UHT" REFOP TER
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Return after recording to:

[«'5]
J. Craig Smith : ENTRY 30628 BY S MarsonNFER S e
Smith Hartvigsen, PLLC g . c mm
215 South State Street, Ste. 650 mﬁ_g:;_:_g_-_-_g_@_xr},____l—- Szem\C N <
Salt Lake City, UT 84111 _ . ys ewoe_Sde=Sd1
ake City gypeputy_ WA BOOK

WATER RIGHT QUIT CLAIM DEED

Christoph Henkel, GRANTOR, hereby QUIT-CLAIMS to the Grand Staircase Water
Company, a Utah Limited Liability Company, 101 Larkspur Landing, Ste. 310, Larkspur, CA
94939 , GRANTEE, for valuable consideration, all of Grantors’ right, title, and interest in the
following described water rights in KANE County, UTAH: '

Water Right #89-1155. A 56.67% in the total water right, including 1.2532 cfs and
907.3434 acre feet for irrigation of 99.65 acres and for 680 families. The total water
right consists of a flow of 2.21157 cfs and 1601.1 acre feet for irrigation of 175.84
acres and domestic use for 1200 families. The following approved change applications:

a28199, a23457, a30230.
Water Right #89-1619. A 56.67% interest in the water right including 0.4468 cfs and

393 4724 acre feet for irrigation of 64.69 acres. The total water right consists of a flow
of 078843 cfs and 570.8 acre feet for irrigation of 114.16 acres.

DATED this 3 [ dayof %‘A_/% 2006./

Christoph Henkel
)
. ss.
)
The foregoing instrument was acknowledged before me this _~___day of ,

2006, personally by Christoph Henkel. <SFE. Y THR CHED

Notary Public

sS4y



CALIFORNIA ALL-PUR
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1%,
Q

State of California

County of N\ &(‘\ (\

E ACKNOWLEDGMENT

R AR NI AN AN AN AN A

SS.

on JW 2,200

before
Déte

personally appeared

Q\(\(\S\@\‘\’n Yen

rd Title of Officer{(e.g., “Jane Doe, Notary Public")

l:;/—

Name(s) of Signer(s)

Place Notary Seal Above

Though the informatio

OPTIONAL

n below is not required by law, it may prove valuable to persons relying on the document

/K personally known to me

[Sfactory evidence
4o-be-the-person(sywhose name(s) is/are subscribed

authorzed—capacityies)—and—that—by Tishertieir
¥ on the instrumen ;

entity. upon—behali-of-whieh—the—person(s) acted,

WlTNES? my,hand and official seal.

NSRS\

Signature of Notary Pubiic

NJ

and could prevent fraudulent removal and reattachment of this form to another document.

Description of Attached Document
Title or Type of Document:

Document Date:

Number of Pages:

Signer(s) Other Than Named Above:

Capacity(ies) Claimed by Signer(s)
Signer’s Name: :

O Individual

O Corporate Officer — Title(s):

[0 Partner — O Limited O General EENRGEEGAD
] Attorney in Fact - : Topere
O Trustee

[ Guardian or Conservator

O Other:

Signer Is Representing:

Signer’'s Name:

Individual

Corporate Officer — Title(s):
Partner — O3 Limited O General
Attorney in Fact

Trustee

Guardian or Conservator
Other:

RIGHT THUMBPRINT
OF SIGNER

Top of thumb here

ooooooo

Signer Is Representing:

NS R NS NS ST AN ST S

%

© 2004 National Notary Association * 9350

De Soto Ave., P.O. Box 2402 » Chatsworth, CA 91313-2402

Item No. 5907 Reorder: Call Toll-Free 1-800-876-6827

s47
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215 South State Street, Ste. 650 DATE.S -jo-06 AT2: S0 PmNTIC KANE COUNTY RECORDER

Salt Lake City, UT 84111 oy A BOOK \We, _ PAGE_SY{=5YS

WATER RIGHT QUIT CLAIM DEED

Page One, a Utah Limited Liability Company, 101 Larkspur Landing, Ste. 310, Larkspur, CA
94939, GRANTOR, hereby QUIT-CLAIMS to the Grand Staircase Water Company, a Utah
Limited Liability Company, 101 Larkspur Landing, Ste. 310, Larkspur, CA 94939,
GRANTEE, for valuable consideration, all of Grantors’ right, title, and interest in the following
described water rights in KANE County, UTAH:

Water Right #89-1155. A 43.33% in the total water right, including 0.9583 cfs and
693.7566 acre feet for irrigation of 76.19 acres and for 520 families. The total water
right consists of a flow of 2.21157 cfs and 1601.1 acre feet for irrigation of 175.84

acres and domestic use for 1200 families. The following approved change applications:
a28199, a23457, a30230.

' Watér Right #89-1619. A 43.33% interest in the water right including 0.3416 cfs and
2473276 acre feet for irrigation of 49.47 acres. The total water right consists of a flow
of 0.78843 cfs and 570.8 acre feet for irrigation of 114.16 acres.

DATED this 3| day of July , 2006.

‘v

Homi Vazifdar, Authorized by Resolution

of Page One, LLC

STATE OF UTAH )
 SS.
COUNTY OF Salt Lake )
The foregoing instrument was acknowledged before me this day of ,

2006, personally by Homi Vazifdar, authorized by resolution of Page One, LLC.

SeE. ATTAMKED

Notary Public

Sy
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State of California

ss.
County of U XG.I)! N
On \ 200 , before me,

Date

[

personally appeared 9)

Namel{s)-of-SigRakEr
57 gReRET

—~&] personally known {o me

[ proved to me on the basis of satisfactory evidence
to be the person(s) whose name(s) is/are subscribed
to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their
authorized capacity(ies), and that by his/her/their
signature(s) on the instrument the person(s), or the
entity upon behalf of which the person(s) acted,
executed the instrument.

and and official seal.

Piace Notary Seal Above

O Signature of Notary Public

OPTIONAL

Though the information below is not required by law, it may prove valuable to persons relying on the document
and could prevent fraudulent removal and reattachment of this form to another document.

Description of Attached Document
Title or Type of Document:

Document Date:

Number of Pages:

Signer(s) Other Than Named Above:

Capacity(ies) Claimed by Signer(s)

Signer’s Name: Signer's Name:

O Individual O individual

O Corporate Officer — Title(s): O Corporate Officer — Title(s):

O Partner — O Limited O General EEEpNEGLd | O Partner — O Limited OO General EEGErVIEELRNS
. B - OF SIGNER . OF SIGNER

O Attorney in Fact Top of thumb here O Attorney in Fact Top of thumb here

[ Trustee O Trustee

0 Guardian or Conservator O Guardian or Conservator

J Other: O Other:

Signer Is Representing: __ Signer Is Representing:

© 2004 National Notary Association * 9350 De Soto Ave., P.O. Box 2402 » Chatsworth, CA 81313-2402 tem No. 5907 Reorder:

9]

all Toll-Free 1-800-876-6827

SYs
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1

State of Utah

Department of
Environmental Quality

Dianne R. Nielson, Ph.D.
Executive Director

DIVISION OF DRINKING WATER
Kevin W. Brown, P.E.
Director

Drinking Water Board
Dale Pierson, Chair
Anne Erickson, Bd.D., Vice-Chair
Ken Basselt
Nyron Bateman
Jay-Franson, P.E.
Helen Grober, Ph.D.
{,auric McNeill, Ph.D.
Dianne R, Niclson, Ph.D.
Charlie Roberts
Petra Rust
Ron Thompson
Kevin W, Brown, P.E.
Executive Secretary

v rp——

JON M, HUNTSMAN, JR.
Guvernnr

GARY HERBERT
Liewrenant Governor

October 3, 2005

John Olberg

‘Canyon Land Development LLC

215 South State Street, Suite 350
Salt Lake City, UT 84111

Dear Mr. Olberg:

Subject: Feasibility, Drinking Water Service to Canyon Land Resort, System
#13063

We have reviewed the information submitted by Stantec, representing the
resort developers, and understand the system will supply 31 villas, 31 hotel
rooms, 120 hotel staff, a restaurant, spa, laundry, bar and other amenities
associated with a luxury hotel. Detailed demand calculations provided by
Stantec indicate the resort requires 130 gpm, 181,408 gpd, and 92 acre ft per
year. Our calculations, based on stare DDW rules, indicate the proposed
volumes exceed the volumes required by state rules.

From a letter dated September 30, 2005, we understand that the Canyon Land
Development Production Well #1 was test pumped at a constant rate of 225
gpm over a continuous 24-hour period. Based on state rule 8309-31 5-6(10)
this well will be rated at 150 gpm. At this rate CLD Well #1 can provide the
required volumes indicated above.

Water Right no. 89-1155(a30230) allows Canyon Land Development to
withdraw 3 cfs or 2,172 acre ft/year from a combination of CLD Well #1 and
other existing or future wells located as indicated in the change application
approval,

Water chemistry data is not yet available for CLD Well #1. However, data
from 3 wells (Cibolla #1, Page One Well #2 and Page One Well #3) is
presented in the Business Plan. These wells are located in the general area
and we may assume they are representative of the local water quality. This
data shows that CLD Well #1 should mest DDW guality requirements.

150 Nosth 1950 West + PO Box 144830 - Salt Lake City, UT 8:4114-4830 « phone (801) 536-4200 » fax (801) 536-4111

T.D.D. (801) 53644 14 » www.deq.utah.gov



John Olberg
October 3, 2005
Page 2

Our evaluation of the source requirements indicates Canyon Land Development is capable of
serving the development and is therefore feasible.

We wish to point out that approval of the plans and specifications for construction of this project
is required by Rule R309-105-6(1) of the Utah Administrative Code prior to beginning
construction of the water system.

If you have 'any questions or need further assistance, please call Randy Taylor (435) 986-2590 at
our Sounthwest District Office, or Bill Birkes, of my staff, at (801) 536-4201.

Sincerely,

DRINKING W, ATER BOARD

Kevin W. Brown, P.E.
Executive Secretary

ce Kane County Planning Commission
Stantec
DEQ, Southwest District Office
Southwest Utah Public Health Department

U:\dr_\vmer\ENGINEER\Bbirkcs\\\’P\PLAN_’R’E\’\l3063Can yonL:mdDcvclopmcnlLI_CRv_son\Vmechasib’lli()"l'aylor.doc
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GRAND STAIRCASE WATER CO.
Balance Sheet
December 31, 2009

Dec 31, 2009
ASSETS
Utility Plant
Land 289,746.66
Land Improvements 438,461.81
Water Well 949,306.42
Pumping Equipment 227,560.56
Water Tank 934,410.87
Transmission Main - County Road 62,672.42
Meters & Meter Installation 0.00
Total Utilitiy Plant . 2,902,158.74
Intangible Assets ‘
Water Rights ’ 808,588.06
Total Intangibles : 808,588.06
TOTAL ASSETS _ 3,710,746.80
LIABILITIES & EQUITY
Liabilities
Current Liabilities
Accounts Payable ' 0.00
Loan Interest Payable 0.00
Total Current Liabilities ‘ 0.00
Long-Term Liabilities
Notes Payable
Note - Canyon Land Development LLC 3,710,746.80
Total Long-Term Liabilities ' 3,710,746.80
Total Liabilities 3,710,746.80
Equity
Retained Earnings 0.00
Owner's Equity 0.00
Net Income 0.00
Total Equity 0.00

TOTAL LIABILITIES & EQUITY 3,710,746.80




GRAND STAIRCASE WATER CO.
Projected Income Statement
December 31, 2010

Projected 2010
Utiltity Operating Revenue
Residential Base Rate 1,020.00
Residential Tiered Usage Chgs 1,324.50
Commercial Base Rate 3,600.00
Commercial Tiered Usage Chrgs. 5,655.00
Hotel Base Rate 9,600.00
Hotel Tiered Usage Chrgs. 16,652.64
Turn-on Fees - Residential 5,000.00
Turn-on Fees - Commercial 5,000.00
Turn-on Fees - Hotel 0.00
New Connection Fees - Residential 32,500.00
New Connection Fees - Commercial 37,500.00
New Connection Fees - Hotel 0.00
Total Utility Operating Income 117,852.14
Utiltity Operating Expenses
Administration 36,000.00
Billing & Collection 10,000.00
Ops/Testing 40,000.00
Utilities 3,600.00-
Permits, Licenses & Fees 100.00
Maint & Repair 15,000.00
Professional Fees (Legal, Acct. Audit) 9,000.00
Real Estate & Other Property Taxes 25,000.00
insurance ' 15,000.00
Depreciation 92,563.96
Total Utility Operating Expenses 246,263.96
NET UTILITY INCOME -128,411.82
Other Income & Deductions
interest Expense 281,244.35
Income Taxes 0.00
Total Other Income & Deductions 281,244.35
NET INCOME (LOSS) -409,656.17
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GRAND STAIRCASE WATER COMPANY, LLC

RATE SCHEDULES
AND
RULES AND REGULATIONS

TARIFF NO. 1
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Grand Staircase Water Company
. Kane County, Utah
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WATER SERVICE RATE SCHEDULE

Applicability

This Tariff is applicable in the entire service area of the Grand Staircase Water Company, LLC

(“Company”) to provide water service for culinary purpose at one point of delivery for each
residential, commercial, and hotel connection.

The service area of the Company is the Amangiri Resort Amended subdivision, as shown on the
plat recorded and on file with the Kane County Recorder’s Office, Book 0350, Pages 247-250,
Entry No. 139643. Maps showing the service area are appended hereto.

Rates as herein set forth shall apply to each customer unit. A customer unit is defined as a single
unit residential dwelling or any commercial hotel, store, service station, cafe, factory, shop,
accessory building, processing plant, or other establishment or concern that might apply for
culinary water service for domestic purposes through one or more connections.

The following rates are for a period of one month for each connection:

Rates
Usage Charges
Residential Connections
The First 10,000 gallons $ 85.00 minimum charge for each connection
10,001 to 20,000 gallons $ 6.00 per 1,000 gallons :
20,001 to 30,000 gallons $§ 6.50 per 1,000 gallons
30,001 to 40,000 gallons $§ 7.50 per 1,000 gallons
Over 40,000 gallons' $ 9.00 per 1,000 gallons

Premises temporarily without a meter will be charged the minimum rate.

Commercial Connections

The First 12,000 gallons $100.00 minimum charge for each connection
12,001 to 30,000 gallons $ 6.00 per 1,000 gallons
30,001 to 40,000 gallons - $ 7.50 per 1,000 gallons
40,001 to 50,000 gallons $ 9.00 per 1,000 gallons
Over 50,000 gallons $ 10.00 per 1,000 gallons

Premises temporarily without a meter will be charged the minimum rate.

(Continued)

Effective: October 10,2010
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Grand Staircase Water Company
Kane County, Utah

Hotel Connection

The First 100,000 gallons
100,001 to 250,000 gallons
250,001 to 500,000 gallons
500,001 to 750,000 gallons
Over 750,000 gallons

$ 800.00
$ 6.50
$ 8.00
$§ 9.50
$ 11.00

Original Sheet No. 4
PSC Utah No. 1

minimum charge for each connection
per 1,000 gallons
per 1,000 gallons
per 1,000 gallons
per 1,000 gallons

Premises temporarily without a meter will be charged the minimum rate.

Service Connection Charges

Residential Connections

Service line (3/4” or 1) from
main line to property line

Turn-on service where
meter is already in place

Commercial Connections

Service line (3/4” or 1”) from
main line to property line

Turn-on service where
meter is already in place

Hotel Connection

Service line (6”) from
main line to property line

Turn-on service where
meter is already in place

Other Charges
" Disconnection Fee
Reconnection Fee

Late Payment Fee/
interest

Effective: October 10, 2010

$65,000.00

$ 5,000.00

$75,000.00

$ 5,000.00
$100,000.00
$ 10,000.00
$ 500.00

$ 500.00

$ 100.00

T4

One-time charge for each service
requiring new meter installation

One-time charge

One-time charge for each service
requiring new meter installation

One-time charge

One-time charge for each service
requiring new meter installation

One-time charge

per occurrence
per occurrence

per occurrence, or 18% per annum
penalty, whichever is greater
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RULES AND REGULATIONS

1. Water Use per Customer: Unless otherwise approved by the Company, each residential
connection will be entitled to use not more than 55,500 gallons of water per month, each
commercial cormection will be entitled to use not more than 150,000 gallons of water per
month, and each hotel connection will be entitled to use not more than 1,000,000 gallons
of water per month.

2. Connections: No unauthorized person shall tap any water main or distribution pipe of
the Company or insert therein any corporation cock, stop cock or any other fixture or
appliance or alter or disturb any service pipe, corporation stop, curb stop, gate valve,
hydrant, water meter or any other attachment, being part of the waterworks system and
attached thereto. No person shall install any water service pipe or connect or disconnect
any such service pipe with or from the mains or distribution pipes of said waterworks
system, nor with or from any other service pipe now or hereafter connected with said
system, nor make any repairs, additions to, or alterations of any such service pipe, tap,
stop cock, or any other fixture or attachments connected with any such service pipe,
without first obtaining a permit from the Company.

3. Application for Permit: Before any service connection shall be made to any part of the
waterworks system, or any work performed upon old or new connections, a permit shall
be obtained from the Company. Such permit shall be issued upon written application on
forms obtainable from the Company. Applicants for water service shall furnish, lay-and
install at their own expense, all that portion of the service not provided by the Company,
subject however, to the supervision and inspection of the Company.

4. Metering of Service: All water delivered by the Company to its customers shall be
metered through water meters. Meters may be checked, inspected, or adjusted at the
discretion of the Company, and shall not be opened or adjusted except by authorized
representatives of the Company. Only authorized representatives of the Company shall
open meter boxes to turn water service on or off except in case of emergency or when
special permission is given by the Company.

5. Meter Adjustments: If a meter fails to register at any time, the water delivered during
such a period shall be billed at the rate for the average of the last three months water use.
In the event a meter is found to be recording at less than 97 percent or more than 103

percent of actual, the Company may make such adjustments to the customer’s previous
bill as are just and fair under the circumstances.

6. Service Connections: Any person desiring to obtain a supply of water from the
Company shall make application in writing. The service connection charges shown in
this tariff include a meter, meter box, a cover, and a valved service line to the property
line. The meter and meter box will be located as directed by the Company. All materials
furnished by the Company shall remain its sole and exclusive property. Excavation and
installation shall be made by the Company from the main line connection in the road to 3
feet beyond the meter. The connection charges shall apply to all new connections

Effective: October 10,2010
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10.

11.

12.

13.

installed on or after the effective date of this tariff.

Service Line: All service line materials and installation shall be provided by the
applicant. Installation shall be inspected and approved by the Company before the
service line trench is backfilled. A shut-off valve shall be provided by the applicant on
each service line, in an accessible location separate from the water meter box.

Water Use Restriction: The owner or occupant of any building on premises entitled to
the use of water from the Company shall not supply water to any other building or
premises without written permission of the Company.

“Service Turn-on and Turn-off: Only authorized representatives of the Company shall

turn water service on or off at the meter box except in case of an emergency or when
special permission is granted by the Company. Service may be turned off by the
Company when so requested by the applicant, when the applicant fails to abide by these
regulations, or as permitted by Utah Administrative Code R746-200-7, Termination of
Service. Whenever the water is turned off at any premises, it shall not be turned on again
until the customer pays all delinquent balances owing, late charges, and reconnection fees
as shown in the rate schedule.

Disruption Liability: The Company shall use reasonable diligence to provide
continuous water service to its customers, and shall make a reasonable effort to furnish
them with clean, pure  supply of water, but the Company shall not be held liable for
damages to any water user by reason of any stoppage or interruption of his water supply
caused by scarcity of water, accidents to works, water main alterations, additions or
repairs, acts of God, acts of third persons, or other unavoidable causes.

Damagé to Facilities: Costs of any damage resulting from the failure of the owner,
agent or tenant to properly protect the water meter or other facilities of the Company
installed upon premises supplied with water, shall be assessed against such owner, agent
or tenant. Water consumers shall not tamper with or remove the meter, or interfere with
the reading thereof.

Reading of Meters: All meters shall be read by the Company monthly and charges shall
be based upon meter readings except as provided for in paragraph 5 above.

Billings and Payments: Bills covering the charges will be issued and shall be due
within thirty (30) days after being issued. If any customer neglects or refuses to pay a
water service bill or any other obligation due to the Company within thirty (60) days
from the date of issuance, the Company’s employees shall have the right to go upon the
premises and do such work as may be necessary to disconnect the water service. Before
the service is renewed and reconnected the delinquent bill or bills shall be paid in full, or

payment arrangements satisfactory to the Company shall be made, and the established
tariff charge for reconnection shall be paid.

Effective: October 10, 2010
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14.

15.

16.

17.

18.

Discontinuance of Service: Any customer wishing to discontinue service shall notify
the Company so that the meter can be read for a final billing. Such final bill shall be due
and payable upon receipt.

Regulated Usage: Whenever the Company shall determine that the amount of water
available to its distribution system has diminished to such a volume that, unless
restricted, the public health, safety and general welfare is likely to be endangered, it may
prescribe rules and regulations to conserve the water supply during such emergency.
Such rules and regulations may include, but shall not be limited to, the restriction to
certain hours (or total prohibition) of the use of water for outdoor watering.

Changes and Amendments: The Company reserves the right to change, amend or-add
to these Rules and Regulations as experience may show it to be necessary and as such
amendments or changes are approved by the Utah Public Service Commission.

Credit Deposit: The Company may at its option, and in lieu of established credit,
require a deposit from the customer to assure payment of bills. Such deposits shall cover
the base water rate for a minimum of 60 days or $200.00, whichever is greater. This
deposit may be refunded when the customer has paid his or her bill on time for 12
consecutive months. Deposits held over 4 months shall earn interest from the Company
at the rate of 3.00% per annum, beginning with the first day of deposit. Interest will be
credited to the customer’s account.

Special Assessments: The Company reserves the right to levy special assessments as
necessary to pay for or reimburse the Company for expenses attributed to emergency or
necessary waterworks system improvements, maintenance, or repairs, subject to all
necessary approvals of such special assessments by the Public Service Commission.

Effective: October 10,2010
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FACILITY EXTENSION POLICY

1. Definition: An extension is any continuation of or branch from, the nearest available
existing line of the Company, including any increase of capacity of an existing line to
meet the Customers' requirements.

2. Costs: The total cost of extensions including engineering, labor, and materials shall be
paid by the applicants for such extensions. If, because of the extension and the addition
of applicants as customers, additional water rights, pumps, storage, or other water plant
must be acquired, the Company may require the applicants to pay these costs. Where
more than one customer is involved in an extension the costs shall be pro-rated on the
basis of the street frontage distances involved or upon such other basis as may be
mutually agreed by the applicants. Sufficient valves and fire hydrants must be included
with every installation.

3. Constiuction Standards. Minimum standards of the Company shall be met, which
standards shall also comply with the standards of the Utah State Division of Drinking
Water. Pipe sizes shall never be smaller than 4” (four inches) in diameter. The pipeline
shall be installed only along dedicated streets and highways, unless otherwise approved
in writing by the Company. '

4, Water Storage and Supply: Except as provided for in paragraph 2 herein above, all
costs for providing increased water supply and storage shall be paid by the Company.
This cost shall include the installation and operation of pumps as required for proper
pressure regulation of the system.

5. Ownership: Completed facilities and water rights shall be owned, operated, and
maintained by the Company, including and through meters as detailed in the Tariff Rules
and Regulations.

6. Temporary Service: The Customer will pay the total cost for the installation and

removal of any extension for service to a venture of a temporary or speculative nature.
Such costs will be estimated and paid before work is begun on the extension.

Effective: October 10, 2010
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Grand Staircase Water Company

Kane County, Utah
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