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PROFESSIONAL CORPORATION
Attorneys at Law 101 Madison, Suite 400
James M. Fischer Regulatory & Governmental Consultants Jefferson City, MO 65101

Telephone: (373) 636-6758

Larry W. Dority F Fax: (573} 636-0383
February 26, 2002 / é 5 0 5

SeM, 0o
Dale Hardy Roberts oS8,
Secretary/Chief Regulatory Law Judge O;;-,Rub Ji
Missouri Public Service Commission MigS

200 Madison Street, Suite 100
P.O. Box 360

fefferson City, Missouri 65102 Uom .'m - 59({

RE:  In the Matter of the Application of Quail Run Water and Land Company to Sell Its
Stock and Transfer Assets to the Public Funding Corporation of the City of Ozark,
Missouri

Dear Mr. Roberts:
Enclosed for filing in the above-referenced matter are the original and eight (8) copies of the
Joint Application of Quail Run Water and Land Company and the Public Funding Corporation of
the City of Ozark, Missouri. A copy of the foregoing Joint Application has been hand-delivered or
mailed this date to all parties of record.
Thank you for your attention to this matter.
Sincerely,

. Femnbion~

mes M. Fischer

fir

Enclosures

cc: Dana K. Joyce, General Counsel
Office of the Public Counsel
Bill Vanvig

Collin Quigley
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In the Matter of the Application of
Quail Run Water and Land Company
to Sell Its Stock and Transfer Assets
to the Public Funding Corporation of
the City of Ozark, Missouri

CaseNo.uL) {Y}— Q.OOQ -~ 394/

Nt N’ g et s’

T APPLICATION

COME NOW Quail Run Water and Land Company ("Quail Run" or "Seller") and Public
Funding Corporation of the City of Ozark, Missouri ("Buyer") (collectively, "Joint Applicants"), in
support of their Application pursuant to Section 393.190, RSMo 2000 and 4 CSR 240-2.060(7) &
(12), and states as follows:

1. That Seller is a Missouri Corporation duly organized and existing under the laws of
the State of Missouri as evidenced by Exhibit A, attached hereto and incorporated herein by
reference. Seller’s principal office and place of business is located at 1536 Quail Run Road, Ozark,
Missouri 65714.

2. That Buyer is The Public Funding Corporation of the City of Ozark, Missouri, a
not-for-profit corporation existing under the laws of the State of Missouri as evidenced by Exhibit B,
attached hereto and incorporated herein by reference. The intended lessee/purchaser of water works
is the City of Ozark, a municipality existing under the laws of the State of Missouri.

3. Correspondence, communications, orders, and decisions in this matter should be

addressed to:

Bill Vanvig Collin Quigley,

Quail Run Water and Land Company City Administrator
4624 North Quail Run Road City of Ozark

Ozark, Missouri 65721 P.O. Box 295

(417) 581-6560 Ozark, Missouri 65721

Telephone:  (417) 581-2407



Gary E. Bishop James M. Fischer

Van Walther, Bishop & Lippelman, P.C. Fischer & Dority, P.C.

3734 South Avenue, Suite C 101 Madison Street, Suite 400
Springfield, Missouri 65807 Jefferson City, Missouri 65101
Telephone:  (417) 877-9138 Telephone:  (573) 636-6758

4, That Buyer intends to purchase all the stock and transfer the assets of Quail Run

Water and Land Company upon the terms and conditions set forth in Exhibit C, attached hereto and
incorporated herein by reference; and, then enter into Lease/Purchase Agreements with the City of
Ozark for said water works in the form shown at Exhibit D, attached hereto and incorporated herein
by reference.

5. A certified copy of the resolution authorizing the sale by the Board of Directors of
Seller, marked as Exhibit E, is attached hereto and incorporated herein by reference. A certified
copy of the ordinance authorizing the purchase by the Buyer with the approval of the Board of
Aldermen of the City of Ozark, Missouri, marked as Exhibit F, is attached hereto and incorporated
herein by reference.

6. The proposed transaction is not detrimental to the public interest in that service
provided will not be changed. The customers will continue to receive water service at existing rates.
Notice to all present customers will be given in the form marked as Exhibit G, which is attached
hereto and incorporated herein by reference.

7. Upon receipt of the proceeds of the sale, Sellers intend to discontinue water service
and the City of Ozark as Lessee/Purchaser from Buyer will immediately and without interruption
begin providing water service in the service area. Following the closing of the transaction, Buyer
will be in a better financial position that Seller to adequately maintain the water system to ensure
that customers receive safe and adequate water service in the future.

8. The proposed transfer will have no impact on tax revenues of Christian County.



9. The Joint Applicants have no pending actions or final unsatisfied judgements or
decistons against them from any state or federal agency or court which involve customer service or
rates, which action, judgment or decision has occurred within three (3) years of the date of the
application.

10.  The Joint Applicants have no annual reports or assessment fees that are overdue.

WHEREFORE, Joint Applicants respectfully request an order and decision of this
Commission:

(1) approving the sale and transfer of the stock and assets of Quail Run Water and Land
Company to Buyer and the subsequent Lease/Purchase from Buyer to the City of Ozark, Missouri;
and

(1)  authorizing Seller to discontinue providing service in its service area as of the date
of sale and transfer to the Buyer and the immediate continuance of service by the City of Ozark,
Missouri, without jurisdiction, supervision, and control of the Commission; and

(i1i)  for such other relief deemed meet and proper to accomplish the purposes of this

Application.

Respectfully submitted,

Gary E. shop ' MBIX'3 685

MANN, WALTER, BISH P & LIPPELMAN, P.C.
3734 South Avenue, Suite C

Springfield, Missouri 65807

Telephone:  (417) 877-9138

Facsimile: (417) 877 0469

Email: gbishop@mannwalterlaw.com

Attorneys for Quail Run Water and Land Company



.

es M. Fischer, Esq MBN 27543
SCHER & DORITY, P.C.
01

Madison Street, Suite 400
Jefferson City, Missouri 65101
Telephone:  (573) 636-6758
Facsimile: (573) 636-0383
E-mail: jfischerpe@aol.com

Attorneys for The Public Funding Corporation of the
City of Ozark, Missouri, and the City of Ozark,
Missouri

ICAT E

I do hereby certify that a true and

correct copy of the foregoing document has been

hand-delivered or mailed, First Class, postage prepaid, this 2 e day of E,,l,ma% 2002, to:

Dana K. Joyce, General Counsel
Missouri Public Service Commission
P.O. Box 360

Jefferson City MO 65102

Bill Vanvig

Quail Run Water and Land Company
4624 North Quail Run Road

Ozark MO 65721

Office of the Public Counsel
P.O. Box 7800

Jefferson City MO 65102

Collin Quigley
City Administrator
City of Ozark

P.0O. Box 295
Ozark MO 65721

\ﬂ—-s Sy Feoide
dnes M. Fischer




VERIFICATION
STATE OF MISSOURI )
) ss.
COUNTY OF GREENE )

Bill Vanvig, bing of age and duly sworn, states that he is President of Quail Run Water and
Land Company, and that he has the authority to make this Application for sale of Quail Run Water
and Land Company, and that he has read the Application and the allegations contained therein are

true and correct according to his best knowledge, information and belief.

SUBSCRIBED AND SWORN to before me this 22_ nd of February 2002.

- - ; - .
1

M. Mo 0

Notary Public

KATHLEEN M. NOEL
otary Seal
STATE CF MISSOURI
Greene County
My Commission Expires Nov. 22, 2002

My Commission Expires:




VERIFICATION
STATE OF MISSOURI )
) ss,
COUNTY OF CHRISTIAN )

Collin Quigley, being of age and duly sworn, states that he is City Administrator for the City
of Ozark, Missouri, and that he has the authority to make this Application for purchase of Quail Run
Water and Land Company, on behalf of the Public Funding Corporation of the City of Ozark,
Missouri, and that he has read the Application and the allegations contained therein are true and

correct according to his best knowledge, information and belief.

) e, " ~.
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. mingtrator

Collin Quigley, City

NI S

Notary Public

My Commission Expires: | ~ & d-p9o”

ICIMINDA E. SNOOK

AN Notary Publi
Christian (_:ognty State Of %ssoJ:
My Commission Expires Jan. 24, 2005
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Rebecca McDowell Cook
Secretary of State

CORPORATION DIVISION
CERTIFICATE OF CORPORATE 600D STANDING

[, REBECCA McCDOWELL COOK, SECRETARY OF STATE OF THE STATE
OF MISSQURI, DO HEREBY CERTIFY THAT THE RECORDS IN MY OFFICE

-

g;%_% IN TESTIMONY WHEREOF, I HAVE SET My
3%74 HAND AND IMPRINTED THE GREAT SEAL OF
i8n7d THE STATE OF MISSOURI, ON THIS, THE
23 17TH DAY OoF MARCH, 1998.

QﬁLm )

Secretary of State

— EXHI(BIT A

[TNQ #n



Secretary of State

CORPORATION DIVISION
CERTIFICATE OF CORPORATE GOOD STANDING

REBECCA MCDOWELL COOK, SECRETARY OF STATE OF THE STATE

OF MISSOURI, DO HEREBY CERTIFY THAT THE RECORDS IN MY OFFICE

7% AND IN MY CARE AND CUSTODY REVEAL THAT
THE PUBLIC FUNDING CORPORATICON OF THE CITY OF OZARK, MO.

> INCORPORATED UNDER THE LAWS OF THIS STATE ON THE 9TH

IN TESTIMONY WHEREOF, 1 HAVE SET MY
HAND AND IMPRINTED THE GREAT SEAL oFfF

473 THE STATE OF MISSOURI, ON THIS, THE
g4 17TH DAY OF MARCH, 1998.

Qoo %m/[ aﬂﬁ

\
Secretary of State )
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STOCK PURCHASE AGREEMENT

THIS STOCK PURCHASE AGREEMENT (hereinafter the "Agreement”), dated as of
the 16" day of November, 2001, between Bill Vanvig and Suzanne Vanvig (hereinafter the
"Sellers"), The City of Ozark, a Missouri municipal corporation (hereinafier “City™), and The Public

Funding Corporation of the City of Ozark, MO, a Missouri general business corporation (hereinafter
"Purchaser").

W-I-I-N-E-S5-S-E-T-H:

WHEREAS, Sellers are the record and beneficial owners of all of the issued and outstanding

shares of capital stock (the "Shares") of Quail Run Water & Land Company, a Missouri general
business corporation (the “Company"), and

WHEREAS, Company is the owner and operator of a of water system consisting of real
gstate, pipes, mains, machinery, buildings, standpipes, water towers, reservoirs, easements, rights-of-
way, water supply, wells, fire hydrants, tools, equipment, pipe filtings, valves, and such other items

and real estate used in this business and connected therewith for the successful operation thereof,
and

WHEREAS, the water system presently serves the residents of a certain service area, which
service area 1s presently not within the corporate limits of the City of Ozark, Missouri (the "City"),
but 1s identified as an area that may be annexed in the future by the City; and

WHEREAS, City has determined that it is in the best interest of Purchaser to acquire
Company which owns the water system in order to assist City in meeting the present needs of the

residents of the City and to provide capacity for future growth and protection of the health and
sanitation of the City's residents; and

WHEREAS, Sellers have, subject to the conditions set forth herein, agreed to sell and
Purchaser, subject to the conditions set forth herein, has agreed to purchase all of the Shares, and

WHEREAS, the parties desirz to make provisions for the procedures to be followed in
closing this transaction and to specify the terms and conditions of said sale.

NOW, THEREFORE, in consideration of the premises and the representations, warranties
and agreements herein contained, the parties hereby agree as follows:

1. Purchase of Shares. Subject to the terms and conditions set forth herein, at the
closing the Sellers will sell all of the Shares owned by Sellers to Purchaser and the Purchaser will
purchase all of the Shares owned by the Sellers from Purchasers, said Shares constituting one
hundred percent (100%) of all of the issued and outstanding capital stock of the Company.

2, Purchase Price. The purchase price in consideration of said sale shall be three
hundred thirty-five thousand and 00/100 Dollars ($335,000), to be paid in cash at closing.

Page 1 of 19
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3. Contingency of Sale. It is expressly understood and agreed by the parties hereto that
this Agreement and transaction is conditioned only upon approval of the proposed transaction by
the Missouri Public Service Commission pursuant to a joint application to the Public Service
Commission by the parties hereto and the City of Ozark, Missouri requesting approval of this
document and permission for (1) the acquisition of the Shares by Purchaser; (2) the lease of the
assets of Quail Run Water & Land Company to the City of Ozark, Missouri, and (3) authority for
the City of Ozark, Missouri, to operate and maintain the assets pursuart to a lease purchase
agreement between the City of Ozark and Purchaser, and (4) the liquidation and dissolution of Quail
Run Water & Land Company. Subject to and limited by paragraph 8.1 hereof, in the event these
conditions precedent are not met, then this Agreement shall thereupon become null and void and
neither party shall have any further rights or liability hereunder.

4. Representations and Warranties of Sellers. Sellers represent and warrant to
Purchaser the following facts:

4.1. Corporate Organization, etc. Company is a Missouri general business corporation duty
organized, validly existing and in good standing under the laws of Missouri with full corporate
power and authority to carry on its business as it is now being conducted and proposed to be
conducted, and to own, operate and lease its properties and assets. True, complete and correct

copies of the Company’s articles of incorporation and bylaws and amendiments thereto, if any, have
been delivered to Purchaser.

4.2, Subsidiaries and Affiliates. Company has no subsidiaries.

4.3. Stock Record Book. The stock record book of Company, which has been made

available to Purchaser for inspection prior to the date hereof, is complete and correct in all material
respects. '

4.4. Corporate Record Book, Officers and Directors. The corporate minute book of
Company, which has been made available to Purchaser for inspection prior to the date hereof, is
correct in all material respects and contains all of the proceedings of the shareholders and directors
of Company. The current sole director of the Company 1s Bill Vanvig, and the current officers are

Bill Vanvig, president and treasurer, and Suzanne Vanvig, secretary. There are no other officers or
directors.

4.5. Capital Stock. The authorized capital stock of Company consists of sixty thousand
(60,000) shares of common stock with a one dollar ($1.00) par value, all of which shares have been
issued and are outstanding to Sellers. All of the outstanding Shares are duly authorized, validly
issued and fully paid and nonassessable and are owned solely by Sellers and are not subject to any
lien, charge, or encumbrance. On the date of this Agreement, there are no outstanding subscriptions,
options, warrants, rights, securities, contracts, commitments, understandings, or arrangements by
which Company is bound to issue any additional shares of its capital stock or rights to purchase
shares of i1s capital stock. At the closing, there shall be no such subscriptions, options, warrants,
rights, securities, contracts, commitments, understandings, or arrangements outstanding or in effect.
The Company is not subject to any obligation (contingent or otherwise) to repurchase or otherwise
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acquire or retire any shares of its stock. The Company has not violated any applicable securities
jaws or regulations in connection with the offer or sale of its securities. Sellers have good and

marketable title 10 the Shares, free and clear of all security interests, liens, encumbrances, or other
vestrictions or clairus, subject only to restrictions as to marketability imposed by securities laws.

4.6. Authorization, etc. Sellers have full power and authority to enter into this Agreement
and to consummate the transaction contemplated hereby. This Agreement constitutes a legal, valid
and binding obligation of Sellers enforceable agamst Sellers in accordance with its terms. There is
no litigation, proceeding or investigation pending or threatened against the Sellers, the Company or
its assets or any other person affecting the right of the Sellers or to execute this Agreement or to
otherwise comply with the obligations coniained herein. No litigation, proceedings or investigations
are pending or threatened against Seifers or the Company or the assets or any other person seeking
1o enjoin the transaction contemplated by this Agreement, or which would in any manner challenge
or adversely affect the Sellers right to enter into and carry out the transaction described in or

contemplated by or the execution, delivery, validity or performance by the Sellers of this
Agreement.

4.7. Ne Violarion. The execution, delivery and performance by Sellers of this Agreement,
and the fulfillment of and compliance with the respective tenmns hereof, do not and will pot (a)
conflict with or result in a breach of the terms, conditions or provisions of, (b) constituie a defanit
or event of default under {with due notice, lapse of time or both}, (¢} result in the creation of any lien
upon Company's capital stock or assets, {d) give any third party the right to accelerate any obligation
under, (e) result in a violation of, ar (f) require any anthorization, consent, approval, exemption or
other action by, notice to, or filing with any authority pursuant to, the charter documents or bylaws
of Company, or any applicable law, regulation, ordinance or order or any contract 1o which Sellers
or Company or theit respective properties are subject. Sellers have complied in all material respects
with all appiicable laws, regulations, ordinances and orders in connection with the execution,
delivery and performance of this Agreement and the transactions contemplated hereby.

4.8. Compliance with Laws. The Company has complied with all laws, regulations and
ordinances and orders appiicable to it and the assets and its operations and neither Sellers or the
Company has received no notice to the contrary.

4.9. Defoults, Claims.

(1) Neither the Sellers or Company is in default under, and no condition exists that
with notice or lapse of time would constitute a default of the Company under (i) any
mortgage, loan agreement, evidence of indebtedness, or other instrument evidencing
borrowed money to which the Company 18 a party or by which the Company or the
properties of the Company are bound or (ii) any judgment, order, or injunction of any court,
arbitrator, or governmental agency that would reasonably be expecied to affect materially
and adversely the business, {inancial cendition, or results of operations of the Company.

(if) There are no actions, suits, proceedings, orders, investigations, or claims pending or
threatened against the Company or Sellers or any property of either, at law or in equity, or before
or by any governmental department, commission, board, bureau, agency, or instrumentality which
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would m any way affect or impinge upon title to the stock being sold and conveyed; that neither the
Company nor Sellers are subject to any arbitration proceedings under collective bargaining

agreements or otherwise or any governmental investigations or inguiries; and there is no basis for
any of the foregoing.

- (iii) (a) Neither Company's business nor its operation thereof violates any applicable
environimental or other law in effect as of the date hereof; (b) Company is in possession of
all environmental permits required under any applicable environmental or other law for the
conduct or operation of Company's business (or any part thereof), and Company is in full
compliance with all of the requirements and limitations included in such environmental
permits; {¢) Company does not store or use any pollutants, contaminants or hazardous or
toxic wastes, substances or materials on or at any such property or facilities; {d) Company
has not received any notice or claim from any authority or any private person or entity that
the Company's business or the operation of any of its facilities is in violation of any
environmental law or any environmental permit or that 1t is responsible {or potentially
responsible) for the cleanup of any pollutants, contaminants, or hazardous or toxic wastes,
substances or materials at, on or beneath any of Company's property, or at, on or beneath any
land adjacent thereto or in connection with any waste or contamination site; (¢) Company
is not the subject of federal, state, local or private litigation or proceedings involving a
demand for damages or other potential liability with respect to violations of environmental
or other laws; and (fy Company has not buried, dumped, disposed of, or spilled or released
material quantities of any pollutants, contaminants or hazardous wastes. substances or
materials on, beneath or adjacent to any of its property or any property adjacent thereto.

410, Taxes and Returns.

(1) The Company has prepared in a substantially correct manner and has filed all
federal, state, local, and foreign tax returns and reports heretofore required to be filed by it
and has paid all taxes, whether shown as due thereon or not. No taxing authority has
asserted any deficiency in the payment of any tax or informed Sellers or the Company that
it intends to assert any such deficiency or to make any audit or other investigation of the
Company for the purpose of determining whether such a deficiency should be asserted
against the Company. It is understood and agreed that all taxes (federal, state, income,
withholding, FI.C.A., F.U.T.A., sales tax or otherwise) arising, accruing, or owing by
Company up to the date of closing shall remain the obligation of Sellers and Sellers shall
protect and save Purchaser and the Company and the City harmless from the payment of any
and all taxes for any transaction or event which occurred prior to closing. Sellers and the
Company shall deliver to Purchaser all tax returms for the Company for the six (6) years
immediately preceding the execution of this Agreement.

(i1) It 1s understood that it is the intent of Purchaser to immediately dissolve the
Company after the'closing. Sellers agree to cooperate as fully as possible in the filing of all
required state or federal tax returns following the closing and the dissolution. Sellers shall
provide to Purchaser an opinion letter from Sellers’ certified public accountant confirming
Company is current in the payment of all taxes. Sellers are obligated to prepare and timely
file proper tax returns for the year 2001, All real estate taxes payable for the year 2001 will
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be paid by Sellers or out of Sellers’ proceeds and such taxes for the year 2002 shall be
prorated to the date of closing.

4.11. Financial Statements. Sellers shall deliver to Purchaser all previously prepared and
audited year-end balance sheets and statements of income of Company, if any exist, for the fiscal
years 1999, 2000 and 2001. Such balance sheets and the notes thereto (if any exist) fairly present
the financial position of Company as at the respective dates thereof, and such statements of income

and the notes thereto (if any exist) fairly present the results of operations for the periods therein
referred to.

4.12. Assets:

(i) Personal Property. Without material exception, Schedule A or contains lists of
all tangible personal property and assets owned or held by the Company and used or useful
in the conduct of the business of the Company. The Company owns and has good and
marketable title to such properties and none of such properties is subject to any security
interest, mortgage, pledge, conditional sales agreement, or other Jien or encumbrance, except
for liens for current taxes, assessments, charges, or other governmental levies not yet due
and payable. The only lease Sellers have on personal property used by the Company is a
lease concerning a propane tank which is neither assignable or transferrable. To the best of
Sellers' and Company's knowledge, all material properties listed therein are generally in
good operating condition and repair (ordinary wear and tear excepted), are performing
satisfactorily, and are available for immediate use in the conduct of the business and
operations of the Company. To the best of Sellers’ and Company's knowledge, all such
tangible personal property is in compliance in all material respects with all applicable
statutes, ordinances, rules, and regulations. The properties listed in Schedule A include
substantially all such personal properties necessary to conduct the business and operations
of the Company as now conducted save the aforementioned leased propane tank.

(i1) Real Property. Schedule B contains a list of all real property currently owned or
leased by the Company and used or useful in the conduct of the business operations of the
Company. The Company has good and marketable fee simple title, insurable at standard
rates, to all of the real property listed as owned in Schedule B free and clear of all liens,
morigages, pledges, covenants, easements, restrictions, leases, charges, and other claims and
encumbrances of any nature whatsoever, and without reservation or exclusion of any
mineral, timber, or other rights or interests, except liens for real estate taxes, assessments,
charges, or other governmental levies not yet due and payable and except for an unreleased
deed of trust in favor of Union Planters Bank (which shall be paid at the time of Closing),
casements, rights of way, and restrictions of record. Neither the Sellers or the Company
have any executory leases on any real estate affected by this agreement. To the best of the
Company's and Sellers' knowledge, all property listed in Schedule B  (including
improvements thereon) is in satisfactory condition and repair consistent with its present use
and is available for immediate use in the conduct of the business of the Company. To the
best of the Company's and the Sellers' knowledge, none of the property listed in Schedule
B or subject to leascs listed in Schedule B violates in any material respect any applicable
building or zoning code or regulation of any governmental authority having jurisdiction.
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The property and leases described in Schedule B include all such real property or property
interests necessary to conduct the business and operations of the Company as they are
presently conducted. The aforementioned unreleased deed of trust held by Union Planters
Bank shall be paid at closing out of Sellers’ proceeds.

(it1) Accounts Receivable; [nventories. The accounts receivable of Company
reflected in the financial statements and such additional accounts receivable as are reflected
on the books of Company on the date hereof are good and collectible. All such accounts
receivable are valid, genuine and subsisting, arise out of bona fide sales and deliveries of

goods, performance of services or other business transactions and are not subject to defenses,
set-ofts or counterclaims.

4.13. Liabilities. Company does not have any indebtedness or obligation or liability
(whether accrued, absolute, contingent, unliquidated or otherwise, whether due or to become due)
arising out of transactions entered into, at or prior to the Closing Date, other than: (i) Liabilities set
forth in Schedule C, (i) liabilities and obligaticns which have arisen in the ordinary course of
business (none of which is a liability resulting from breach of contract, breach of warranty, tort,
infringement, claim, or lawsuit) and (1i1) other liabilities and obligations expressly disclosed m the
schedules to this Agreement or in documents delivered to Purchaser pursuant to this Agreement.

4.14 Insurance. Company currently has, and through the closing date will have, insurance
contracts or policies in full force and effect which, to the best of Sellers” and Company’s knowledge,
provide for coverages that are usual and customary as to amount and scope of the businesses of
Company. Sellers and the Company have delivered to Purchaser a list of all insurance contracts
or policies issued within the past five years that relate to liability or excess liability insurance,
including the name of the insurer and the types, dates and amounts of coverages,

4.15 Conduct of Business. The Company 1s, in the conduct of its business and operations,
in substantial compliance with all laws, statutes, ordinances, regulations, orders, judgments, or
decrees applicable to it, the enforcement of which, if the Company was not in compliance therewith,
would have a materially adverse effect on the business of the Company taken as a whole. Neither
the Sellers nor the Company have received any notice of any asserted present or past failure by the
Company to comply with such laws, statutes, ordinances, regulations, orders, judgments, or decrees.

416 Employees. The Company has no employegs.

4.17 Contracts. Schedule D hereto sets forth a complete list; including the parties, of all
contracts, including leases or guarantees, to which Company is a party. Except as set forth in
Schedule E hereto, as of the date hereof, and on the date of closing, Company is not and will not be
a party or subject to any written or oral contract or agreement. To the best of Sellers” knowledge,
after due inquiry, the Company has performed in all material respects all obligations required 1o be
performed by it and is not in default in any material respect under or in breach of, nor in receipt of
any claim of default or breach under, any contract, and no event has occurred which, with the
passage of time or the giving of notice or both, would result in a default or breach.
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5. Covenants of Sellers.

5.1 Conduct of Business by Company. ¥rom the date hereof untit the closing date or the date,

if any, on which this Agreement is earlier terminated, Sellers covenant and agree that they have and
shall continue to cause Company to:

(i) Conduct its operations according to its ordinary course of business, and to operate
its business in accordance with the reasonable judgment of its management diligently and
in good faith, consistent with past management practices, and the Company will continue
to use its reasonable efforts to keep available the services of present officers and to preserve
its present relationships with persons having business dealings with it.

(i1) Not enter into, assume or amend in any material respect any agreement, contract,
except in the ordinary course of business without the express written consent of Purchaser.

(i11) Use their best efforts to preserve intact its business organization and goodwill
and maintain satisfactory relationships with suppliers, distributors, customers and others
having business relationships with it.

(iv) Netther declare nor pay any dividends or distributions (in cash, property or
securities) on the Company’s outstanding shares of capital stock nor purchase or otherwise
acquire or propose to acquire any outstanding shares of ifs capital stock.

(v) Not issue, or sell, or authorize or propose the issuance or sale of additional shares
of common stock or any other class of capital stock. or securities convertible into any such
shares, or any rights, warrants or options 10 acquire any such shares or other convertible
securities, or repurchase reacquire, cancel, or redeem any such shares.

(vi) Not amend the Company’s articles of incorporation or bylaws.

(vii) To keep or cause to be kept in effect and undiminished the insurance now in
effect on its various properties and assets (the same to be canceled effective the day of
closing with any refund payable to Sellers), and will purchase such additional insurance, at
the Corporation's cost, as the Corporation may request.

(viil) Not merge, consolidate or agree to merge or consolidate,

(ix) Replace or replenish inventory as depleted in the ordinary course of business,
and conduct normal maintenance on equipment and properties according to normal
maintenance procedures.

(x) Not incur, assume or guarantee any indebtedness;

(xi) Not grant to any employee any promotion, any increase in
compensation, or any bonus or other award other than promotions, increases, or
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awards that are regularly scheduled in the ordinary course of business or

contemplated on the date of this Agreement or that are, in the reasonable judgement
of management of the Company.

(xii) To continue to comply in all material respects with all statutes, laws,
ordinances, rules, and regulations applicable to it in the ordinary course of business.

5.2 Access to Information. Between the date of this Agreement and closing, Sellers
covenants and agrees that they shall give Purchaser and its authorized representatives (including
lenders) reasonable access at reasonable times to all of Company’s plants, offices, warehouses and
other facilities and to all of its books and records. In addition, Seilers covenant and agree that they
shall permit Purchaser and its authorized representatives to make such inspections as they may
reasonably require and shall cause its officers to furnish Purchaser, and its authorized
representatives, as the case may be, with such financial and operating data and other information
with respect to the business and properties of Company as Purchaser and its authorized
representatives may from time to time reasonably request.

5.3 Indemnifications.

(i) Sellers and Purchaser agree to indemnify and hold harmless one another from any
and all ioss, damage and liability sustained, suffered or incurred by any party hereto as a
result of the breach of any representation, warranty, covenant or agreement by any other
party to this Agreement. Sellers, City and Purchaser shall save and hold harmless one

another from all reasonabie costs, expenses, attorney fees and court costs which Sellers, City
or Purchaser may incur as a result of the foregoing.

(i) Any claim arising from the immediately preceding provision, whether for
indemnification or breach, must be made in writing to the offending party not later than three
(3) years from the date of closing or be barred.

(iii) The representatives, warranties, conditions and covenants made in this
Agreement shall survive Closing for a period of three (3) years and shall be unaffected by
any investigation by any party at any time.

0. Closing.

6.1 Time and Place. The closing shall take place within twenty (20) days next following
approval of the Public Service Commission. The closing date may be extended with the consent of
Sellers. Closing shall take place at the City Hall, Ozark, Missouri or such other places as the parties
may mutually agree. In no event shall this Agreement become null, void or unenforceable except
as expressly provided under Section 8.1 hereof.

6.2 Deliveries at Closing. On the closing date, Sellers shall deliver to Purchaser stock
certificate No. 1 evidencing and representing all the issued and outstanding capital stock of the
Company, all of which is being sold hereunder, duly endorsed in blank or accompanied by stock
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powers duly executed in blank in proper form for transfer. In addition, Sellers shall deliver the
Company’s minute book, the original articles and certificate of incorporation and bylaws, all original
amendments thereto, and all the corporation’s minutes. Purchaser shall deliver to Sellers certified
funds for the full purchase price and a certified resolution of Purchaser authorizing the execution
of this Agreement and the performance hereunder, in a form reasonably satisfactory to Sellers.
Sellers agree at closing to resign their corporate offices they currently hold for the Company.

6.3 Conditions Precedent to Obligations of Purchaser. Subject to the provisions of
paragraphs 8.1 and 9.5 hereof, Purchaser’s obligation to close under this Agreement shali be subject

to the satisfaction, on or prior to closing, of the following conditions, any of which may be waived
at the option of Purchaser:

(1) There shall have been no material breach by Sellers in the performance of any of
their covenants herein and Sellers shall have fully performed their covenants herein.

(i) The representations and warranties of Sellers contained or referred to in this
Agreement shall be true and correct in all material respects on closing as if made ancw as
of closing (except for changes occurring in the ordinary course of business).

(iif) There shall not have been issued and be in effect any injunction restraining or
prohibiting consummation of the transactions contemplated by this Agreement.

(iv) All corporate action necessary to authorize the execution, delivery and
performance of this Agreement by Sellers and the consummation of the transactions
contemplated hereby shall have been duly and validly taken, and a good standing certificate
and certified copies of all Board of Directors resolutions authorizing the execution and

delivery of this Agreement and the consummation of the transactions contemplated hercby
shall be delivered to Purchaser.

{(v) Sellers shall have obtained all consents, approvals, orders, permits, licenses or
other authorizations required by any applicable law or regulation.

(vi) There shall have been no material adverse change in the business, operations or
assets of the Company since the date of this Agreement or any damage, destruction, or loss,

whether covered by insurance or not, materially adversely affecting the properties or
business of the Company.

(vii) There has not been any sale or transfer by the Company of any tangible or
intangible asset other than in the ordinary course of business, any mortgage or pledge or the
creation of any security interest, lien, or encumbrance on any such asset, or any lease of
property, including equipment, other than tax liens with respect to taxes not yet due and
contract rights of customers in inventory.

(viii) There shall not have been any declaration, setting aside, or payment of a
distribution in respect of or the redemption or other repurchase by the Company of any stock
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of the Company.

(ix) There shall not have been any material transaction not in the ordinary course of
business of the Company.

(x} There shall not have been the lapse of any material trademark, assumed name,
trade name, service mark, copyright, or license or any application with respect to the
foregoing.

(xi) There shall not have been the grant of any increase in the compensation of
officers or employees (including any such increase pursuant to any bonus, pension,
profit-sharing, or other plan) other than customary increases on a periodic basis or required

by agreement or understanding in the ordinary course of business and in accordance with
past practice.

(xii) There shall not have been the discharge or satisfaction of any material lien or

encumbrance or the payment of any material liability other than current liabilities in the
ordinary course of business.

(xiii) There shall not have been the making of any material loan, advance, or
guaranty to or for the benefit of any person except the creation of accounts receivable in the
ordinary course of business.

{(xiv) There shall not have been an agreement to do any of the foregoing.

(xv) All corporate and other proceedings in connection with the transaction
contemplated hereby and all documents and instruments incident to such transactions shall
be reasonably satisfactory in substance and form to Purchaser’s counsel, and Company shall
have made available to Purchaser for examination the originals or true, complete and correct
copies of all records and documents relating to the business and affairs of Company which
Purchaser may reasonably request in connection with said transaction.

{(xvi) Sellers shall have furnished Purchaser with such other and farther documents
and certificates, including certificates of Company’s officers and others, as Purchaser shall

reasonably request in light of customary practice in iransactions of this kind to evidence
compliance with the conditions set forth in this Agreement.

{xvii) The Board of Aldermen of the City of Ozark, Missouri and the Board of
Directors of Purchaser shall have approved this document and the transaction contemplated
hereby.

6.4 Conditions Precedent to Obligations of Sellers. The obligations of Sellers under this

Agreement shall be subject to the fulfillment on or prior to closing of the following conditions, any
of which may be waived at the option of Sellers:
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(i) Purchaser shall have fully performed its covenants herein.

(i1) The representations and warranties of Purchaser contained or referred to in this

Agreement shall be true and correct in all material respects on closing as if made anew as
of closing.

(ii1) There shall not have been issued and be m effect any injunction restraining or
prohibiting consummation of the transactions contemplated by this Agreement.

(iv) Purchaser shall have obtained all consents, approvals, orders, permits, licenses
or other authorizations required by any applicable law or regulation.

(v) All corporate action necessary to authorize the execution, delivery and
performance of this Agreement by Purchaser and the consummation of the transaction
contemplated hereby shall have been duiy and validly taken, and good standing certificates
and certified copies of all Board of Directors and shareholder resolutions authorizing the
execution and delivery of this Agreement and the consummation of the transactions
contemplated hereby shall be delivered to Sellers.

(vi) All corporate and other proceedings in connection with the transactions
conternplated hereby and all documents and instruments incident to such transactions shall
be reasonably satisfactory in substance and form to Sellers’ counsel, and Purchaser shall
have made available to Sellers for examination the originals or true, complete and correct
copies of all records and documents relating to the business and affairs of Purchaser which
Sellers may reasonably request in connection with said transaction.

(vi1) Purchaser shall have furnished Sellers with such other and further documents
and certificates, including certificates of Purchaser's officers and others, as shall reasonably

request in light of customary practice in transactions of this kind to evidence compliance
with the conditions set forth in this Agreement.

(viii} Sellers shall execute at closing good and proper resignations of all offices they
may now or hereafter hold in connection with the Company.

{(ix) Sellers and/or Company shall execute at closing 4 good and proper dismissal
with prejudice of the legal action now pending in the Circuit Court of Christian County,
Missouri, Case No. CV199-996 CC, and shall likewise execute a good and proper release
of any and all claims they may have which were or might have been brought in said legal

action, it being understood that said dismissal and release shall be prepared by and at the sole
cost of Purchaser.

7. Post-Closing.
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7.1 Ownership of Company. All operations, accounts, expenses (except as set out herein),
income, and cash on hand pertaining to the water system herein for any period subsequent to the date
and hour of closing shall be the for the entitlement of Purchaser and the Company.

7.2 Additional Documentation. Sellers agree that they will, at any time and from time to
time after the closing upon request of the Purchaser or the City, execute, acknowledge, and deliver,
or will cause to be executed, acknowledged, and delivered, all such further acts, deeds, assignments,
transfers, and conveyances as maybe required in conformity with this Agreement or for aiding and
assisting in collecting and reducing to possession, any or all of the assets or property to be assigned
or conveyed to the Corporation as provided herein. Further, Sellers have no authority under this
Agreement to act as the Company’s agent and will cooperate in good faith with the Purchaser and
Company in making it known to the public that Sellers are not acting as the Corporation's agent.

8. Termination.

8.1 Events of Termination. In the event that the approval of the Public Service Commission
of the State of Missouri (hereinafter, “PSC”), sought pursuant to paragraph 3 hereof, has been
denied, then, if both parties agree in writing, this Agreement shall be terminated without liability
to either party. However, Sellers shall have the option of converting this transaction to a purchase
of assets format and, in that event, City, Purchaser and Sellers shall jointly resubmit this transaction
for approval by the PSC in that format. If the PSC again denies the resubmitted request for
approval, this Agreement may be terminated by any party without liability.

8.2 Specific Performance. The parties hereto acknowledge that damages may be an
inadequate remedy for a breach of this Agreement and that the obligations of the partics shall be

specifically enforceable but the availability of specific performance shall in no way limit the
availability of damages.

9, Miscellaneous.

0.1 Notices. All notices and other communications required or permitted hereunder shall be
in writing and, unless otherwise provided in this Agreement, shall be deemed to have been duly
given when delivered to the addressees specified below:

(i) If to Purchaser to:
The Public Funding Corporation of the City of Ozark, Missouri

With a copy to: Carson W. Eliff, Esq.
Yates, Mauck, Bohrer, Ellff, Croessmann & Wieland, P.C.
3333 E. Battlefield Suite 1000
Springfield, MO 65804

With a copy to: City of Ozark
C/Q Mark E. Orr, Esq.
206 N. 1* Street
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o o
Ozark, MO .6-5721

(i1) If to Sellers to:

Bill and Suzanne Vanvig
4620 N. Quail Road
Ozark, MO 65721

With a copy to: Gary E. Bishop, Esq.
Mann, Walter, Bishop & Lippelman, P.C.
3734 South Avenue
Springfield, MO 65807

or to such other address as any party may from time to time designate by like notice.

9.2 Expenses. 1f the transaction 1s closed as a stock purchase, Sellers shall at closing pay to
Purchaser the sum of $2,500.00 to cover Purchaser’s expenses occasioned thereby. In all other

respects, except as expressly provided herein, each party shall pay any expenses incurred to
consummate the transaction provided for herein.

9.3 Successors and Assigns. This Agreement shall be binding upon and inure to the benefit
of Purchaser, Sellers and their respective successors and permitted assigns, but shall not be
assignable or delegable in whole or ir part without the prior written consent of all parties, which
shall not be unreasonably withheld.

9.4 Waiver. Purchaser and Seller, by written notice to the other, may (a) extend the time for
performance of any of the obligations or other actions of the other under this Agreement, (b) waive
any inaccuracies in the representations or warranties of the other contained in this Agreement or in
any document delivered pursuant to this Agreement, (¢) waive compliance with any of the
conditions or covenants of the other contained in this Agreement, or (d) waive or modify
performance of any of the obligations of the other under this Agreement; provided, however, that
no party may without the consent of the other make or grant such extension of time, waiver of
inaccuracies or compliance, or waiver or modification of performance with respect to its own
obligations, representations, warranties, conditions, or covenants hercunder. Except as provided in
the preceding sentence, no action taken pursuant to this Agreement shall be deemed to constitute
a waiver of compliance with any representations, warranties, covenants or agreements contained in

this Agreement and shall not operate or be construed as a waiver of any subsequent breach, whether
of a similar or dissimilar nature.

9.5 Entire Agreement. This Agreement, together with the Schedules, which are expressly
incorporated herein, and the schedules and exhibits hereto, are merely intended to supplement, rather
than supersede, the prior agreement of the parties and their privies reached on or about the 16™ day
of November, 2001. In the event of any conflict between the terms hereof and the terms of the
agreement reached on the 16™ of November, the latter shall control. Except as herein specifically
limited, this Agreement constitutes the entire agreement between the parties.
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9.6 Amendments, Supplements. This Agreement may be amended or supplemented at any
time by additional written agreements, as may mutually be determined by the parties hereto to be

necessary, desirable or expedient to further the purposes of this Agreement, or to clarify the
intention of the parties hereto,

9.7 Limitations on Rights of Other Persons. Nothing expressed or implied in this Agreement
ts intended or shall be construed to confer upon or give any person, firm, or entity other than the
parties hereto any rights or remedies under or by reason of this Agreement or any transaction
contemplated hereby, except as herein otherwise provided.

9.8 Applicable Law. This Agreement, being entered into in the State of Missouri, and the
legal relations among the parties hereto shall be governed by and construed in accordance with the
substantive laws of the State of Missouri, without giving effect to the principles of conflict of laws
thereof. The parties consent to the subject matter and personal jurisdiction of the Circuit Court of
the County of Christian County, Missouri for all matters arising under this Agreement.

9.9 Execution in Counterparts. This Agreement may be executed in one or more
counierparts, each of which shall be deemed an original, but all of which together shall constitute
one and the same agreement.

9.10 Titles and Headings. Titles and headings to sections herein are inserted for convenience

of reference only, and are not intended to be a part of or to affect the meaning or interpretation of
this Agreement.

9.11 Recovery of Litigation Cost. If any legal action or other proceeding is brought by any
party hereto against the other party for the enforcement of this Agreement or because of an alleged
dispute, default or misrepresentation in connection with the provisions of this Agreement, the
prevailing party shall be entitled to recover from the other party reasonable attorney fees and other
costs incurred in that action or proceeding, in addition to any other relief to which it may be entitled.

9.12 Severability. If any provision of this Agreement shall be held or deemed to be, or shall
in fact be, illegal, inoperative or unenforceable, the same shall not affect any other provision
contained herein, or render the same invalid, inoperative or unenforceable to any extent whatsoever.

9.13 No Realtor. Neither party hereto has employed any broker or finder or incurred any
liability for any brokerage fees, commissions or finders' fees in connection with the transactions
contemplated hereby. Each party will indemnify and hold the other harmless, including attorneys
fees and court costs, from any claims made through that party for any such claim.

IN WITNESS WHEREQOF, the parties hereto have executed this Agreement by their duly
authorized officers on the date last below written but effective the date last above written.
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[SEAL]
ATTES 1

o e (410

Name S{me Lana Calley, CJJ Clerk

!.

[SEAL]
ATTEST:

o Oonity,

MName/Title: Amos Smith

CITY

THE CITY OF OZARK, MO

Name Donna McQuay '
Title:_Mavor

PURCHASER
THE PUBLIC FUNDING CORPORATION
OF THE CITY OF OZARK, MO

By: PRES
Name: Damel L.. Serven
Title:  President

SELLERS

Bill Vanvig
: /
—
Suzanne Vanvig \J
{
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SCHEDULE A

LIST OF ASSETS - PERSONAL PROPERTY

1 30,000 galion steel storage tank manufactured by Montgomery Metalcraft, Inc.
1 Ten-horsepower Jacuzzi pump ’

7 in-line bladder pressure tanks (5 Challenger and 2 Well-trol)

3 Three-horsepower, 220, 5 phase in-line pressure pumps (2 in service, 1 reserve)
1 Fifty gallon Norus Chemical Tank

2 Chem-Tech chemical metering pumps series 100/024 with extra fittings
2 Square D/in-line water pump pressure switches

1 in-line pressure gauge (100 psi)

1 Furnas magnetic starter with ambient compliance o.1. relay

1 Hach test kit with permachem regents (DPD)

1 Kent 2 inch in-line meter (spare}

1 gallon pipe lube

1 electric wall back-up heater

1 propane wall heater (non-electric) for power failure protection

1 propane furnace with AC

1 leased propane tank (lease not assumable)

1 spare water meter

2 Four inch sleeve couplings {splice} schedule #40

3 Two inch sleeve couplings (splice) schedule #40

1 Ten horsepower 3 phase well pump (needs to be checked out)
Miscellaneous parts, couplings, switches, etc.

Meter drums with lids (see map)

105 Zurn & Sensus water meters in service

105 current user accounts

Cash on hand in account at Union Planters Bank

Page 16 of 19



SCHEDULE B

LIST OF ASSETS - REAL PROPERTY AND FIXTURES

. Well house and state approved well on 100 x 85 property, the legal description of which
is as follows:

A Tract of land situated in Lot 2 of the Fractional NW %4 of Section 7,
Township 27 North, Range 20 West, and the E¥ of the NE% of
Section 12, Township 27 North, Range 21 West, all being in Christian
County, Missouri, being more particularly described as follows:
Beginning at the Southeast Cormer of Lot 28 QUAIL RUN
SUBDIVISION PHASE 11 as per the recorded plat thereof, recorded
in Plat Book “G” at page 155 Christian County, Missouri; Thence
North 02 degrees 21 minutes 00 seconds East, along the East line of
said Lot 28 a distance of 52.04 feet; Thence South 87 degrees 39
minutes 00 seconds East, leaving said East line of Lot 28 a distance of
103.25 feet; Thence South 02 degrees 21 minutes 00 seconds West, a
distance of 100.00 feet; Thence North 87 degrees 39 minutes 00
seconds West, a distance of 103.72 feet to a point on the East line of
Lot 29 of said QUAIL RUN SUBDIVISION PHASE 1I; Thence North
02 degrees 54 minutes 25 seconds East, along said East line a distance
of 47.96 feet to the point of beginning, containing 10,336.00 square

feet of land, more or less, subject to all easements and restrictions of
record.

¢ Approximately 18,018.97 feet of waterlines itemized as follows: 6,361.93 feet of
2 inch; 7,885.82 feet of 4 inch; and 3,771.22 feet of 6 inch.

o Utility easements for water lines outside of Quail Run Phase IIT (copies provided
to Purchaser).
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SCHEDULE C
LIST OF LIABILITIES
(To be paid by Sellers)

* Promissory note dated 9 September 2000 in the original principal amount of $25,000 held by
Union Planters Bank secured by a deed of trust on the well house described in Schedule B.
Payoff balance as of 27 Jan 2002 1s $24,282.42. Per diem interest $4.698240555

» Account payable to Empire District Electric for electrical power as of 27 Jan 2002 (8262.00)

¢ Account payable to Christian County Gas for tank lease and fuel as of 27 Jan 2002  ($200.00)

e Columbia Mutua! Insurance (GCL) (premium paid through 7 Mar 2002)

¢ Accounting services billed by Keith Robinette, C.P.A. through 27 Jan 2002  ($850.00)

» Legal services provided by Mann, Walter, Bishop & Lippelman, P.C. {(amount confidential)
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SCHEDULE D

LIST OF CONTRACTS

» 105 existing water customer accounts

Page 19 of 19



LEASE AGREEMENT

By and Between

THE CITY OF OZARK, MISSOURI

and

THE PUBIC FUNDING CORPORATION OF THE CITY OF OZARK, MO.

Dated as of

$335,000
The Public Funding Corporation of the City of Ozark, MO
{Quail Run Project)

Yates, Mauck, Bohrer, EUiff, Croessmann & Wieland, P.C.
Southwest Bancshares Financial Center, Suite 1000
3333 East Batlefield Road
Springfield, Missouri 63804
{417) 883-7411

Special Counsel
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-

THIS LEASE AGREEMENT, and amendments or supplements hereto entered into in accordance
herewith and the exhibits hereto (collectively the "Leasc") dated as of entered into by
and between The Public Funding Corporation of the City of Ozark, Mo., a not-for-profit corporation organized
under and existing by virtue of the laws of the State of Missouri as Lessor hereunder (the "Corporation”), and
the City of Ozark, Missouri, hereunder as lessee (the "City") a body corporate and politic and political subdivision
of the State of Missouri duly organized and existing under the Constitution and the laws of the State of Missouri;

LEASE AGREEMENT

WITNESSETH:

WHEREAS, the Corporation is a not-for-profit corporation duly organized and existing under The
General Not-for-Profit Corporation Law, Chapter 353 of the Revised Statutes of Missouri, 1994, as amended, for
the purpose of benefitting and carrying out the purposes of the City, by providing for the acquisition, construction,
improvement, extension, repair, remodeling, renovation and financing of real estate, buildings, facilitics,
furnishings and equipment for the use of the City in the discharge of its public purposes; and

WHEREAS, the City is a duly created, organized and existing political subdivision of the State of
Missouri, existing  as such under and by virtue of the Constitution and laws of the State of Missourl and is
authorized pursuant as to the Revised Statutes of the State of Missouri (the "Act") to (i) abolish, erect, purchase,
hold, sell, or otherwise dispose of property or lease any property, real or personal and {(11) to permit the Corporation
to acquire, construct, improve, extend, repair, remodel, renovate, furnish and equip buildings and facilities located
or any rcal property i which it has an inferest, and then lease back or purchase such sites, buildings and facilities
from the Corporation; and

WHEREAS, this Lease shall not directly or indirectly obligate the City to make any payments, (including
Rental Payments as hereafter defined), beyond those appropriated for the City's then current fiscal year; and

WHEREAS, since the City has no obligation to make any payments, (including Rental Payments as
hereafter defined), under this Lease beyond those appropriated for the City's then current fiscal year, the election
requirements and other limitations of law concerning the creation of indebtedness by the City, are inapplicable
to this Lease; and

WHEREAS, this Lease is for the benefit of the public and is in furtherance of the public purpose of the

City and the execution, performance and delivery of this Lease has been authorized, approved and directed by the
Board of Aldermen of the City.

NOW, THEREFORE, for and in consideration of the mutual promiscs, covenants and conditions
hereafter set forth and herein contained, the Corporation and the City agree as follows:

ARTICLE 1
DEFINITIONS AND EXHIBITS

Section 1.01. Rules of Construction and Definitions. Words of the masculine gender shall be deemed
and construed to include correlative words of the feminine and neuter genders. Unless the context shall otherwise
indicate, words importing the singular number shall include the plural and vice versa, and words importing person
shall include firms, associations and corporations, including public bodies, as well as natural persons, In this
Lease, unless the context otherwise requires:

I Articles and Sections referred to by number shall mean the corresponding Articles and
Sections of Lease.

o2 The terms "hereby,” "hereof," "hereto,” "herem,” "hereunder” and any similar terms refer
to this Lease, and the term "hercafter” shall mean after, and the term "heretofore” shall mean before, the
date of execution and delivery of this Lease .
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3. Any Fiduciary shall be deemed to have rcceived delivery of and to hold any
governmental obligation in which moneys are invested pursuant to the provisions of this Lease, cven
though such Governmental Obligation is evidenced only by a book enfry or similar record of investment.

4, References in this Lease to particular sections of the Act or any other legislation shall
be deemed to refer also to any successor sections thereto or other redesignation for codification purposes
and shall be deemed to include any related regulations.

[LINT} (LI} 1 1

5. The terms "receipt,” "received,” "recovery," "recovered” and any similar terms, when
used in this Lease with respect to moneys or payments due, shall be deemed to refer to the passage of
physical possession and conivol of such moneys and payments to the Corporation.

6. The terms "the Corporation” or "the City" or reference to either of them shall include
those succeeding to their functions, duties or responsibilities pursuant to or by operation of law or lawfully
performing their functions.

7. Any reference (o a section or provision of the Constitution of the State, or to the Act or
to a section, provision or chapter of the Act shall include such section, provision or chapter as from time
to time amended, modified, revised, supplemented or superseded; provided that no such change in said
Constifution or State laws shall be applicable solely by reason of this provision if such change would
constitute an impairment of the rights or obligations of the City or the Corporation under this Lease.

8. "Rental Payments" as used herein shall include all rents, issues, profits, revenues,
royalties, rights and benefits whatsoever to which the Corporation is entitled under this Lease (mcludmg,
‘Additional Rental Pavments', as heremafter defined).

Section 1,02, Schedules. The following Schedules are attached to and by reference made a part of this
Lease:

Schedule 1; a description and definition of the Project;

Schedule 2; indicating the date, amount and specified Rental Payments coming due during
the Lease Term;

Schedule 3: showing as of specified dates, the price at which the Corporation may prepay
the impaid Rental Payments in accordance with Article VI

ARTICLE I1
REPRESENTATIONS, COVENANTS AND WARRANTIES

Section 2.01. Representations, Covenants and Warranties of the Corporation. The Corporation
represents, covenants and warrants as follows:

1. The Corporation is a non-profit corporation duly organized, existing and in good standing under
and by virtue of the [aws of the State of Missourt; the Corporation has all necessary power and authority to enter
into and perform s duties under this Lease; has full power and authorify to cause the Project to be acquired
pursuant to this Lease; 1s possessed of full power to own and hold real and personal property, and to lease the same
as lessor, as herein contemplated; and has duly authorized the execution and delivery of this Lease.

2. The Corporation acknowledges and joins in the representations, covenants and warranties set
forth in paragraphs (b), (d), (¢) and (g) of Section 2.02 hereof. The Corporation has authorized the execution,
delivery, and due performance of this Lease and the taking of any and all action as may be required on the part of
Corporation to carry out, give effect to and consummate the transactions contemplated by this Lease, and all
approvals, notifications, filings, recordings and registrations necessary in connection with the foregoing have been
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received or made, as the case may be, and the Corporation shall do or cause to be done all things necessary to
preserve their existence and to keep them in full force and effect.

3. Netther the execution and delivery of this Lease, the consummaltion of the transactions
contemplated hereby, nor the fulfillment by the Corporation of, or compliance by the Corporation with, the terms
and conditions hereof viclates any provision of law or conflicts with, or results in a breach of, or default under the
terms, conditions or provisions of, any regulatory, contractual or other restriction on the Carporation, or agreement
or instrument of whatever nature to which the Corporation is now a party or by which it 1s bound.

4. There is no action, suit or proceedmg pending, or, to the knowledge of the Corporation
threatened, against or affecting the Corporatmn before any court or arbitrator or any governmental body, agency
or official in which there is a reasonable possibility of an adverse decision which would in any way adversely affect
the validity or enforceability of this Lease or of the transactions contemplated hereby.

5. The Corporation, acting through the agency of the City, will complete the acquisition,
construction, extension and improvement of the Project from the proceeds of a loan from Ozark Bank, Ozark,
Missouri (the "Lender") in the amount of $335,000 evidenced by a Promissory Note dated (the

"Note"). The City has estimated the Project Costs to be approximately $335,000, which estimate has been
approved by the Board of Aldermen of the City and the City has agreed that all Project Costs 1 excess of such
$335,000 wili be borne by the City.

6. The Corporation acknowledges and recognizes that this Lease will be terminated at the end of
the Lease term 1n the cvent that sufficient funds are not budgeted and appropriated by the City, specifically with
respect hereto to continue paying all Rental Payments and Additional Rentals during the next occurring Renewal
Term hereof and that the acts of such budgeting and appropriating funds are legislative acts and, as such, are solely
within the discretion of the Board of Aldermen of the City and cannot be delegated.

7. Nothing in this Lease shall be construed so as to require the Corporation to operate the Project
other than as lessor or to require the City to exercise its right to purchase the Project as provided in Section 6.04
hereof. The Corporation shall have no authority to operate the Project as a business or in any manner except as
a Iessor thereof.

8. To finance the costs of the Project, the Corporation proposes to lease the Project to the City with
Rental Payments to be paid on the dates and in the amounts shown on Schedule 2 attached hereto with th Rental
Payments assigned to the Lender pursuant to the Assignment dated as of (the
“Assignment”).

9. By Resolution duly adopted, the Board of Directors of the Corporation duly authorized the
exccution, delivery and performance of this Lease, the Note, the Assignment and other related documents
(collectwely, the "Financing Documents") and to enter info the transactions contemplated by the Financing
Documents and to carry out its obligation thereunder.

140. No member of the Board of Directors of the Corporation or any officer of the Corporation is an
officer or employee of the City or any of its boards or agencies, and further, no officer or employee of the City has
any finaneal interest, direct or indirect in this Lease or the Water System,

Section 2,02, Representations, Covenants and Warranties of the City. The City represents, covenants
and warrants as follows:

(a) The City is a political subdivision and body politic duly organized and existing under the
Constitution and laws of the State. The City 1s authonzed by the Revised Statutes of Missouri and by Ordinance
duly passed by the Board to execute, deliver and perform this Lease and to enter into the transactions contemplated
by the this Lease, and to carry out its obligations thereunder.

(b) The financing of the Water System is to be accomplished by the Corporation on behalf of the City
as provided in Article V of this Lease.
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] Neither the execution and delivery of the Lease, nor the fulfillment of or compliance with the
terms and conditions hereof, nor the consummation of the transactions contemplated hereby, conflicts with or
results in a breach of the terms, conditions or provisions of any written restriction or any agreement or instrument
by which the City is bound, or constitutes a default under any of the foregoing, or results in the creation or
imposition of any lien or encumbrance whatsoever upon any of the property or assets of the City.

(d) To the knowledge of the City, there is no litigation or proceeding pending or threatened against
the City or any other person affecting the right of the City to execute this Lease, or the ability of the City to make
payments required thercunder or to otherwise comply with the obligations contained herein.

(e) The Water System will be operated by the City to comply with all applicable building and zoning
ordinances and regulations, if any. No member of the Board or any other officer of the City has any sigmficant
or conflicting interest, financial, employment or otherwise, with the Corporation, the Water System or in the
transactions contemplated hereby.

(f) In authorizing and executing this Lease, the City has complied with all public bidding and other
State and Federal Laws apphicable to this Lease and the acquisition of the Water System by the City.

(g) The City will not pledge, mortgage or assign this Leasc or any interest in the Water System, or
its dutics and obligations hercunder to any other person, firm or corporation, except to the Lender as provided
under the terms of this Lease. No mortgage, security interest or other lien (including without limitation claims by
or judgments against the City and liens arising out of any agreement or instrument to which the City is a party or
by which it is bound), which now covers or affects, the Water System or any interest therein, shall during the term
of this Lease attach to the Water System, or in any manner to City's right and mterest under this Lease

(h) The Water System will be used during the term of this Lease only to carry out the public purposes
of the City and will, with such changes and additions as may be made hereunder, result in substantial and needed
improvements and additions to the facilities of the City, all as more fully described on Schedule 1 attached hereto,
to be used by the City for governmental purposes.

(1) The City is legally obligated during the Initial Term and agrees to make the Rental Payments as
due during such period under this iease; provided that the Corporation and the City agree and hereby state their
intention that nothing in this Lease shall be construed to require the City 1o operate the Water System other than
fxs a lessee, or to require the City to exercise its right to purchase the Water System as provided in Section 6.03
ereof,

ARTICLE 111
GRANTING PROVISION

Section 3.01. Granting of Estate. The Corporation hereby rents, leases and lets the Water System to
the City, and the City hereby rents and leases the Water System from the Corporation, subject to Permitted
Encumbrances, for the Rental Payments and upon and subject to the terms and conditions herein contained.

Section 3,02, Commencement of Lease Term; Renewals,
(a) Initial Term. This Lease shall become effective upon its delivery, and subject to earlier

termination pursuant to the provisions of this Lease, shall have an mitial term (the "Initial Term") commencing
as of the date of this Lease and terminating upon the expiration of the Initial Term.

(b) Renewal Terms. This Lease may be extended and the Lease term continued, solely at the option
of the City, for up to twenty (2{}} successive renewal terms thereafter. Each renewal term (the "Renewal Term")
shall be for a period of up to one year commencing on of the vear following the expiration of any
prior Lease term and extended to of the same year. The final Renewal Term shall commence
on , and shall terminate on or before . In the event that the City shall determine,
for any reason, not to renew this Lease, the City shall give written notice to such effect to the Corporation not later
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than December 1 of the Initial Term or then current Renewal Term; provided, however, that a failure to give such
notice shall not prevent the City from declining to renew this Lease, nor result in any liability on the part of the
City. The City's option to renew or not to renew this Lease shall be conclusively determined by whether or not
the Board of Aldermen of the City has, on or before November 1, of the Initial Term or of any Renewal Term,
budgeted and appropriated, specifically with respect to the Rental Payments hereunder, moneys sufficient to pay
all the Rental Payments and reasonably estimated Additional Rentals for such ensuing Renewal Term, all as further
provided in Article VI hereof. The budgetary officer of the City or any other officer at any time charged with the
responsibility of formulating budget proposals is hereby directed to include in the budget proposals submitted to
the Board, in any year in which this Lease shail be in effect, items for all Rental Payments and Additional
Payments required for the ensuing Renewal Term under this Lease; it being the intention of the Board of Aldermen
of the City that the decision to renew or not to renew this Lease shall be made solely by the Board of Aldermen
of the City and not by any other official of the City. The City shall in any event, whether or not this Lease is to
be renewed, furnish the Corporation with copies of its annual budget promptly as the same is prepared for
consideration of the Board of Directors of the City and after the budget is adopted.

In order for the City to exercise the option to renew this Lease, the City shall deliver to the Corporation,
on or before December 1 in each year during the period when the Note is outstanding, a copy of a Resolution or
Ordinance adopted by the Board of Directors of the City and certified by the Secretary of the Board of Directors
of the City, which Resolution shall:

{a) authorize the renewal of this Lease for an additional Renewal Term; and

(b) irrevocably budget and appropriate funds in an amount sufficient to pay the anticipated Rental
Payments and Additional Payments to become due during the forthcoming Renewal Terms, as specified in the
notice delivered to the Lender pursuant to Section 6.01 hereof,

The terms and conditions of this Lease shall apply during any Renewal Term, except that the Prepayment
Price, and the Rental Payments shall be as provided in Schedule 2, as it may be amended hereunder.

Section 3.03. Termination of Lease Term. The Lease Term shall terminate upon the earliest of any of
the following cvents:

(a) The expiration of the Initial Term or any Renewal Term not accompanied by a valid exercise of
the City's right to renew the Lease.

(b} The expiration of the Initial Term or any Renewal Term during which there occurs an Event of
Non-Appropriation (which is not thereafter waived) pursuant to this Lease;

(c) An Event of Default and termination of the Lease Term under Article XIII of this Lease;

{d) On which date constitutes the last day of the final possible Renewal Term

of this Lease, or such later date as all Rental Payments and Additional Rentals required hereunder shall be paid.

. Termination of the Lease Term shall terminate all obligations of the City under this Lease and shall
terminate the City's rights of possession under this Lease (except to the extent of any conveyance pursuant to
Section 6.04 of this Lease); but all other provisions of this Lease shall be continuing.

Section 3.04. Intent to Continue Lease Term; Appropriations. The City presently mtends to continue
this Lease until its termination and to pay all Rental Payments specified in Schedule 2 hereto.
The budgetary officer of the City will use all reasonable and lawful means at his disposal to secure the
appropriation of money for cach Renewal Term hercunder sufficient to pay the Rental Payments coming due
therein under this Lease. The budgetary officer of the City believes that moneys in an amount sufficient to pay
all such Rental Payments can and will lawfully be appropriated and made available for this purpose and agrees to
use his best efforts to secure such continuing appropriations. A copy of the City's proposed budget will be
provided to the Corporation by of each year during the Lease Term.
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Section 3.05. Effect of Termination. Upon termination of this Lease as provided m Section 3.03 hereof,
the City shall not be responsible for the payment of any additional Rental Payments coming due with respect to
succeeding Fiscal Years, However, in consideration of use of the Water System by the City through the end of
the Fiscal Year in which the City uses the Water System, the City shall pay to the Corporation on the last day of
such Fiscal Year such pro rata portion of the Rental Payments coming due immediately following the end of such
Fiscal Year as relates to the period of time from the last Rental Pavment Date (as shown on Schedule 2) to the end
of such Fiscal Year. If the City has not delivered possession of the Water System to the Corporation 1 accordance
with Section 6.07 and conveyed the Water System and the real property on which it is located to the Corporation
or released its interest, if any, in the Water System within 15 days after the termination of this Lease, the
termination shall nevertheless be effective, but the City shall be responsible for the payment of damages in an
amount equal to the amount of the Rental Payments thereafter coming due under Schedule 2 which are attributable
to the number of days after such termination of the Lease during which the City fails to take such actions and for
any other loss suffered by the Corporation as a result of the City's failure to take such actions as required.

ARTICLE IV
ENJOYMENT OF THE Water System

Section 4.01. Enjoyment and use of the Water System.

(a) The Corporation covenants and agrees that as long as the City shall not be in default under this
Lease and an Event of Non-Appropriation has not occurred, the City shall have sole and exclusive possession and
use and enjoyment of the Water System (subject to the Corporation's right of access to inspect the Water System
during the City's business hours). The Corporation covenants and agrees that it will not take any action, other than
pursuant to Articles V., VI and XIII of this Lease, to prevent the City from having quiet and peaceable possession
and enjoyment of the Water System during the Lease term and wall, at the request and expense of the City,
cooperate with the City in order that the City may have quiet and peaceable possession and enjoyment of the Water
System,

L)) The Corporation shall have a right of access 1o imspect the Water System throughout the Lease
term during the City's business hours.

(c) Subject to the provisions of this Section, the City shall have the right to use the Water System
for any lawful purposc. The City shall comply with all statutes, laws, ordinances, orders, judgments, decrees,
regulations, directions and requirements of all federal, state, local and other governments or govenunental
authorities, now or hereafier applicable to the Water System as to the manner and use or the condition of the Water
System. The City shall also comply with the mandatory requirements, rules and regulations of all insurers under
the policies required to be carried by the provisions of Article VII hereof. The City shall pay all costs, expenses,
claims, fines, penalties and damages that may in any manner arise out of, or be 1mmposed as a result of, the failure
of the City to comply with the provisions of this Section. Notwithstanding any provision contained in this Section,
however, the City shall have the right, at its own cost and expense, to contest or review by legal or other
appropriate procedures the validity or legality of any such governmental statute, law, ordinance, order, judgment,
decree, regulation, direction or requirement, or any such requirement, rule or regulation of an insurer, and during
such contest or review, the City may refrain from complying therewith, if the City furnishes on request of the
Corporation, at the Cily's expense, indemnity satisfactory to the Corporation.

ARTICLE YV
ACQUISITION OF THE Water System

Section 5.01. Execution and Delivery of the Documents. In order to the funds to pay the Water System
Costs, the Corporation agrees that it will execute and deliver this Lease, the Note, and other related documents.

Section 5,02, Water System Acquisition. The City and the Corporation agree that the Water System
will be acqured by the Corporation from Quail Run Water and Land Company, a Missouri Corporation (the
"Seller") pursuant to the terms of the Stock Purchase Agreement dated November 16, 2001 by and between the
Corporation and the Lender.
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ARTICLE VI
PAYMENTS BY CITY

Section 6.01. Payment of Rental Payments.

(a) On or prior to the date of delivery of this Lease and the Note, the City shall irrevocably budget
and appropriate the amount of Rental Payments as shown on Schedule 2, due or coming due during the Initial
Term of this Lease.

{b) The City covenanis and agrees that, during each Renewal Term in effect, it will pay to the Rental
Payments at such time and in such amounts which shall be sufficient to pay principal of, premium, if any, and
interest on the Note at the next Payment Date. All Rental Payments provided for in this Section shall be paid by
the City directly to the Lender for the account of the Corporation to be used and apphed by the Lender in the
manner and for the purposes set forth in the herein. The estimated amount of the Rental Payments is set forth on
Schedule 2 attached hereto and incorporated herein by reference. All Rental Payments shall be paid to the Lender
n immediately available funds in accordance with the terms hereof.

Section 6.02. Payments to Constitute Currently Budgeted Expenditures of the City. The City and
the Corporation acknowledge and agree that the Rental Payments hereunder shall constitute currently budgeted
expenditures of the City. The City's obligation under this Lease shall be from year to year only (as further provided
in Sections 3.02. 3.03 and 6.08 hereof), and shall not constitute an indebiedness, liability or a mandatory payment
obligation of the City in any ensuing Fiscal Year. Since the City has no obligation to make any payment under
this Lease, beyond those appropriated for the City's then current Fiscal Year, the election requirements and other
limitations of law concerning the creation of indebtedness by the City are inapplicable to this lease. No provision
of this Lease shall be construed or interpreted as creating a general obligation or other indebtedness of the City
within the meaning of any constitutional or statutory debt limitation. This Lease shall not directly or indirectly
obligate the City to make any payments beyond those currently appropriated by the Resolution for the City's then
current Fiscal Year. The Citv shall be under no obligation whatsoever to exercise its option to purchase the Water
System, No provision of this Lease shall be construed to pledge or to create a lien on any class or source of City
moneys, nor shall any provision of the Lease restrict the future issuance of any bonds by the City or any other
obligations payable from any class or source of City moneys or revenues, There shall be credited against the
amount of Rental Payments otherwise payable by the City hereunder amounts equal to earnings derived from the
investment of any funds on deposit hereunder with Corporation during the construction period.

Notwithstanding any provision or covenant contamed in this Lease or the Note, the City 1s not obligated
to renew the Lease beyond any current Lease term, nor is the City obligated to budget or appropriate moneys or
to make Rental Payments beyond the end of the Lease term in effect at a given date and the City shall be under
no obligation to levy taxes in order to raise revenues to make Rental Payments.

Nothing in this Lease shall be construed to release the Corporation from the performance of any agreement
on its part herein contained or as a waiver by the City of torts or claims which the City may have agamst the
Corporation under this Lease or otherwise, but any recovery of such rights and claims shall be had from the
Corporation solely, it being the intent of this Lease that the City shall be unconditionally and absolutely obligated
to perform fully all of its obligations, agreements and covenants under this Lease (including the obligation to make
Rental Payments and Additional Payments), for the benefit of the Owner and Holder of the Note, but only during
a given Lease term, The City may, however, at its own costs and expense and in 1ts own name or the name of the
Corporation, prosecute and defend any action or proceeding or take any other action involving any person or
persons which the City deems reasonably necessary in order to secure or protect its right of action, occupancy and
use hereunder, and in such event the Corporation hereby agrees to cooperate fully with the City and to take all
aﬁtion necessary to effect the cooperation of the City for the Corporation in any action or proceeding if the City
shall so elect.

Section 6.03. Manner of Payment. The Rental Payments and, if paid, the Prepayment Price as shown
ot Schedule 3 shall be paid in immediately available funds in lawfu! moneys of the United States of America to
the Corporation. The obligation of the City to pay the Rental Payments and Additional Rentals required under this
Article and other Articles hereof, during the Lease Term, shall be absolute and unconditional, and payment of the
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Rental Payments and Additional Rentals shall not be abated through accident or unforeseen circumstances.
Notwithstanding any dispute between the Corporation and the City, or any other person, the City shall, during the
Lease Term, make all payments of Rental Paviments and Additional Rentals when due and shall not withhold any
Rental Payments or Additional Rentals pending final resolution of such dispute (except to the extent permitted by
Sections ©.05 and 9.05 hereof with respect to certain Additional Rentals), nor shall the City assert any right of set-
off or counterclaim against its obligation to make such payment required hereunder. No action or inaction on the
part of the City shall affect the City's obligation to pay all Rental Payments and Additional Rentals (except to the
extent provided by Sections 6.05 and 9.05 hereof with respect to certain Additional Rentals), during the Lease
Term.

Section 6.04. Option to Demand Conveyance of Title. The City shall have, the option to demand that,
the Corporation convey to the City unencumbered fee title io the Water System at any time, upon the City giving
written notice to the Corporation, specifying thereon the date of closing such purchase, which date shall be not less
than 30 nor more than 45 days from the date when such notice 1s mailed. The purchase price payable by the City
n the event of the option granted in this Section shall be the sum of the followmg:

(a) an amount of money which, when added to the amount then on deposit with the Lender will be
sufficient to redeem all of the then outstanding obligations, including all accrued interest, of the Corporation
shown on Schedule 2 attached to the Lease (the amount of the Prepayment Purchase Price shown on Schedule 3);
plus

)] an amount of money equal to the amount of the Additional Rentals accrued and to accrue until
such prepayment; plus

(c) the sum of $1.00.

At the closing of the purchase option, the Corporation shall, upon receipt of the payment of the
prepayment sum, deliver to the City documents conveying to the City legal title to the Water System, as it exists
on the date of the conveyance, and shall remit payment to the Lender in an amount sufficient to pay off the Note.

The option shall be and remain prior and superior to the right of the Assignment and may be exercised
by the City whether or not the City 15 in default under this Lease provided that such default will not result in non-
fulfillment of any condition to the exercise of any such option and further provided that all options herein granted
shall terminate upon the termination of this Lease,

The City hereby agrees to accept conveyance of and the Corporation hereby agrees to convey, title to the
Water System to the City, at the expiration of the Lease Term following full payment of the Prepayment Purchase
Price shown on Schedule 3 or provision for such payment having been made.

Section 6.05. Additional Rentals. The City covenants and agrees {o pay Additional Rentals during the
Initial Term and any Renewal Term as herein provided. All Additional Rentals shall be paid by the City on a
timely basis directly to the person or entity to which such Additional Rentals are owed.

In the event that the Water System or any portion thereof shall, for any reason, be deemed subject to
taxation, assessments or charges lawfully made by any governmental body, the City shall, during the Lease Term,
pay the amount of all such taxes, assessments and governmental charges then due as Additional Rentals. With
respect to special assessments or other governmental charges which may be lawfully paid in installments over a
period of years, the City shall be obligated to provide for Additional Rentals only for such installments as are
required to be pald during the Initial Term or any Renewal Term. The City shall not allow any liens for taxes,
assessments or governmental charges to exist with respect to the Water System, or any portion thereof which, if
not paid, could become a charge the Water System or any portion thereof, or any interest therein, including the
mterest of the City or the rentals and revenues derived therefrom or hereunder. The City shall also pay as
Additional Rentals, as the same respectively become due, all gas, maintenance, licensing, mspection and other
charges incurred in the maintenance and upkeep of the Water System.
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The City may, at the expense and in the name of the City and on written notice to the Corporation, in good
faith contest any such charges and, in the event of any such contest, may permit such charges so contested to
remain unpaid during the period of such contest and any appeal therefrom unless the Corporation shall notify the
City that, i the opinion of legal counsel, by non-payment of any such items the security afforded pursuant to this
Lease will be materially endangered or the Water System or any portion thereof will be subject to loss or forfeiture,
or the Corporation will be subject to liability, in which event such charges shall be paid forthwith (provided,
however, that such payment shall not constitute a waiver of the right to continue to contest such charges).

Section 6.06. Expression of City's Need for the Water System; Determination As Fair Market
Value and Fair Purchase Price. The City hereby declares its current need for the Water System and further
declares that the assistance of the Corporation, as provided herein, is for a public purpose and qualified
governmental purpose as defined in the Code. The City further declares that the Water System is necessary for
the public safety and welfare and essential to the City in the performance of its lawful governmental functions.
The City hereby determines that the Rental Pavments do not exceed a reasonabie amount so as to place the City
under an economic compulsion to renew this Lease. In making such determinations the City has given
consideration to the uses and purposes for which the Water System will be employed by the City, the benefit to
the City by reason of the acquisition of the Water System and the use and operation of the Water System pursuant
to the terms and provisions of this Lease and the City's option to purchase the Water System. The City hereby
determines and declares that the acquisition of the Water System and the leasing of the Water System pursuant to
this Lease will result in facilities of comparable quality and meeting the same reqmrements and standards as would
be necessary if the acquisition of the Water System were performed by the City other than pursuant to this Lease.
The City hereby determines and declares that the period during which the City has an option to purchase the Water
System (i.e., the maximum term of this Lease including all Renewal Terms) does not exceed the useful life of the
Water System.

Section 6.07. Non-Appropriation. In the event that the Board shall not budget and appropriate,
specifically with respect to the Rental Payments, on or before November 1 of each year, moneys sufficient to pay
all Rental Payments and the reasonably estimated Additional Rentals coming due for the then current Renewal
Term hereunder, an Event of Non-Appropriation shall be deemed to have occurred hercunder. In the event that
during the Initial Term or any Renewal Term, any Additional Rentals shall become due which were not included
in the City's current budget, or which exceed the amounts which were included therefor in the City's current
budget, then, in the event the moneys are not specifically budgeted and appropriated to pay such Additional
Rentals within 30 days subsequent to the date upon which such Additional Rentals are due, an Event of Non-
Appropriation shall be deemed to have occurred.

If an Event of Non-Appropriation occurs, the City shall not be obhgated to make payment of the Rental
Payments or Additional Rentals or any other payments provided for hereunder beyond the then current Lease term.
Upon December 1st of any such year in which an Event of Non-Appropriation shall occur, this Lease shall
terninate.

The Corporation may in all events require the City to vacate the Water System within 15 days after the
occurrence of an Event of Non-Appropriation.

Section 6.08. Unconditional Obligation. Subject to the provisions of Section 6.07 hereof, and except
as otherwise provided in this Lease, the obligations of the City to make payment of the Rental Payments and
Additional Rentals and to perform and observe the other covenants and agreements contained herein shall be
absolute and unconditional 1n all events. Notwithstanding any dispute between the City and the Corporation or
any other person, the City shall pay all of the Rental Payments when due and shall not withhold any Rental
Payments pending final resolution of such dispute nor shall the City assert any right to set off or counterclaim
against its obligation to make such payments required under this Lease.

Section 6.09. Qualification as Small Governmental Unit; Designation of the Note as a Qualified Tax
Exempt Obligation. The City represents and warrants that (a) it 15 a governmental unit under Missouri law with
general taxing powers; (b) the obligation due under the Note 1s not a private activity bond as defined in Section
141 of the Code; (c) 95% or more of the net proceeds of the Note will be used for local governmental activities
of the City; and (d) the aggregate face amount of all tax exempt bonds (other than private activity bonds) issued
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by the City (and all subordinate entities thereof) during the calendar year 2002 1s not reasonably expected to
exceed $10,000,000. The City hereby covenants that the City and all its subordinate entities will not issue in
excess of $10 ()OD 000 of tax exempt bonds (including the Note, but excluding private activity bonds) during the
calendar year 2002 without first obtammg an opinion of natlonally recognized counsel in the area of municipal
finance that the excludability of the interest on the bonds from gross income for federal tax purposes will not be
adversely affected.

The City and the Corporation hereby designates the Note as a "qualified tax-exempt obligation" as defined
in Section 263(b)(3}(B) of the Code. The aggregate face amount of all tax exempt obligations {excluding private
activity bonds other than qualified 501(c)(3) bonds) issued or to be issued by the City (and all subordinate entities
thereof) during calendar year 2002 is not reasonably expected to exceed $10,000,000. The City hereby covenants
that the City and all its subordinate entities will not issue in excess of $10,000,000 of qualified tax exempt
obligations (including the Note but excluding private activity bonds other than quahified 501(c)(3) bonds) during
the calendar year 2002 without first obtaining an opinion of nationally recognized connsel in the area of municipal
finance that the designation of the Note as a qualified tax exempt obligations will not be adversely affected.

Section 6.10. Arbitrage Covenant. The City covenants and agrees that it will not make or cause or
permit to be made, whether by the Corporation or otherwise, any use of the proceeds of the Note and the Rental
Payments which, if such use had been reasonably expected on the date of the execution and delivery of this Lease
and the Note, which would cause the Lease or the Note to be “arbitrage obligations” within the meaning of Section
148 of the Internal Revenue Code of 1986, as amended. The City further covenants and agrees that it will comply
with and will take all action reasonably required to insure that the Lender complies with all applicable
requirements of said Section 148 and the rules and regulations of the United States Treasury Department
promulgated thereunder for so long as any of the payments due under this Lease or the Note, including interest
thereon and any applicable redemption premium, remain Quistanding and unpaid.

Section 6.11. Tax Exempt Status.

(a) The Corporation covenants that it shall: (i) maintain its status as a not-for-profit corporation, with
its activities and purposes limited to those permitted by Chapter 355 of the Revised Statutes of the State of
Missouri, 1994, as amended; {ii) not permit its income to imre to the benetit of any private person; (iil) not permit
the original and investment proceeds (as these terms are defined in Revenue Procedure 82-26) of the this Lease
or the Note to be used for any purpose other than to provade tangible real and tangible personal property, in
accordance with Revenue Procedure 82-26; and (iv) after the Note has been paid, convey unencumbered fee nitle
to the Water System back to the City.

(b} The City covenants that: (i) it has adopted an Ordinance generally approving the purp
ities of the Corporation, and specifically approving the execution and delivery of the Note and the
to finance the Water System, which Ordinance was adopted within one (1) year of the date of this Lease (n)
it has adopted an Ordinance authorizing the execution and delivery of this Lease and which recognized the
execution and delivery of the Note and the Assignment, (iii) it shail use the proceeds of Note, in accordance with
this Lease, solely to provide tangible real and tangible personal property (as those terms are defined in Revenue
Procedure §2- -26), and (1v} it has in the Lease, required that the Corporation convey back to the City unencumbered
fee title to the Water System when all of the Rental Payments have been paid.

ARTICLE VII
MAINTENANCE, TAXES, INSURANCE AND INDEMNIFICATION

Section 7.01. Liability Insurance. Upon receipt of possession of the Water System, the City shall take
such measures as may be necessary to ensure that any liability for injuries to or death of any person or damage to
or loss of property arising out of or in any way relating to the condition or the operation of the Water System or
any part thereof, is covered by a blanket or other general liability insurance policy maintained by the City. The

Net Proceeds of all such insurance shall be apphied toward extinguishment or satisfaction of the liability with
respect to which any Net Proceeds may be paid.
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Section 7.02. Property Insurance. Upon receipt of possession of the Water Systern or any portion
thereof, the City shall have and assume the risk of loss with respect thereto. The City shall procure and maintain
continuously in effect during the term of this Lease, all-risk wsurance, subject only to the standard exclusions
coniained i the policy, i such amount as will be at least sufficient so that a claim may be made for the full
replacement cost of any part of the Water System damaged or destroyed and to pay the applicable Prepayment
Price of the Water Svstem.  Such insurance may be provided by a rider to an existing policy or under a separate
policy. Such insurance may be written with customary deductible amounts. The Net Procesds of insurance
required by this Section shall be applied to the prompt repair, restoration or replacement of the Water System or
to the purchase of the Water System, as provided herein.  Any Net Proceeds not needed for those purposes shall
be paid fo the City.

Section 7.03, Worker's Compensation Insurance. Hrequired by state taw, the City shall carry Worker's
Compensation Insurance covering all employees on, in, near or about the Water System, and tipon request, shall
furnish to the Corporation certificates evidencing such coverage throughout the term of this Lease.

Section 7.84. Requirement for All Insurance. Section 7.04. Requirements For All Insurance, Al
insurance policies {or riders) required by this Article shall be taken out and maintained with responsible and
highly-rated insurance companies under the laws of one of the states of the United States and gualified to do
business in the State; and shail contain a provision that the insurer shail not cancel or revise coverage thereunder
without giving written notice to the insured parties at feast 30 days before the cancellation or revision becomes
effective.  All msurance policies or riders required by Sections 7.01 and 7.02 shall name the City and the
Comporation as msured parties, and any 1nsurance policy or rider required by Section 7.03 shall name the City as
the insured party. The Leader shall be named as an additional msured under any policies required by Section 7.02.
The City shall deposit with the Corporation policies {and riders) evidencing any such insurance procured by i, or
a certificate or certificates of the respective msurers stating that such insurance is in full force and effect. Before
the expiration of any such policy (or rider), the City shall fumish to the Corporation evidence that the policy has
heen renewed or replaced by anather policy conforming to the provisions of this Article, anless such insurance s
1o longer obtainable in which event the City shall notify the Corporation of this fact.

Section 7.05. Provisions Regarding Casualty, Public Liability and Property Damage. The City shall
cause casualty and property damape insurance 1o be carried and maimained with respect to the Water System in
the amount of $333,000 or the replacement cost of the Water System whichever is preater. Each such insurance
policy may have a deductible clause in an amount not to exceed 31,000, The Water System may be insured under
a blanket masurance pohoy which insures not only the Water System, but ather property owned by the City and used
in conjunction with the Water Svstem as well, as long as such blanket msuwrance policy complies with the
requirements of this Lease and contains a waiver of co-insurance.

Upon the execution and delivery of this Lease, the City shall, at its own expense, cause comprehensive
{iability and property damage msurance to be carried and maintamed with respect fo the activities 1o be undertaken
by and on behalf of the City in connection with the use of the Water System. Such comprehensive, liability and
property damage Insurance shall be in an amount not fess than $335 000, The public lability insurance required
by this Section may be by a blanket insurance policy.

Any casualty and property damage insurance pelicy required by this Section provided by the City shall
be so writien or endorsed as to make losses, if any, payable to the City, the Corporation and the Lender. Each
insurance policy provided for m this Section shalt contain a provision (o the effect that the insurance conpary shall
wot cancel the policy or modify i materially and adversely to the miterest of the City and the Corporation and
approved by the Lender, without first giving wriiten notice thereof to the City, Carporation and the Lender at least
thirty {30} days in advance of such cancellation or modification. Al insurance policies issued pursuant to this
Section shall be deposited with the Corporation, No agent or employee of the City shall have the power to adjust
or setthe any loss with respect to the Waier System, whether or not covered by msurance, without the prior written
consent of the Corporation,

Section 7.06. Indemnification. The City assumes all risks and iiabs’!ities whether or not covered by

msurance, for joss or damage to the Water System or any portion thereof and for 1 injury to or death of any person
or damage to any property, n any manner ansing out of or incident to any possession, use, operation or condition
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of the Water System or any portion thereof, whether such injury or death be with respect to agents or employees
of the City or of third parties, and whether such property damage be to the City's property or the property of others.
The City hereby assumes responsibility for and agrees to indemnify, protect, save and keep harmless the
Corporation from and against any and all liabilities, obligations, losses, damages, penalties, claims, actions, costs
and expenses (including reasonable attorney's fees) of whatsoever kind and nature, imposed on, incurred by or
asserted against the Corporatton that in any way relate to or arise out of the possession, use, operation or condition
of the Water System or the financing related thereto, unless caused by the Corporation or its agents, to the
maximum extent permitied by law.

Section 7.07. Damage to or Destruction of Water System. If after delivery of the Water System or any
portion thereof to the City, all or any part of the Water System is lost, stolen, destroyed or damaged beyond repair,
the City shall as soon as practicable after such event either: (i) replace the same at the City's sole cost and expense,
such replacement to be of equal or greater value to the Water System or any portion thereof, if applicable,
immediately prior to the time of the loss occurrence, such replacement to be subject to the Corporation's reasonable
approval, whereupon such replacement shall be substituted in this Lease by appropriate endorsement; or (ii) pay
the applicable Prepayment Price for the Water System as set forth in Schedule 3. The City shall notify the
Corporation of which course of action it will take within 15 days after the loss occurrence. If the City fails or
refuses to notify the Corporation within the required period, the Corporation may, at its option, declare the
applicable Prepayment Price of the Water System set forth in Schedule 3 immediately due and payable, and the
City shall be obligated to pay the same. The Net Proceeds of all insurance payable with respect to the Water
System shall be available to the Corporation and shall be used to discharge the City's obligation under this Section.
On payment of the Prepayment Price, this Lease shall terminate and the City thereupon shall become entitled to
the Water System AS IS, WITHOUT WARRANTIES, EXPRESS OR IMPLIED, INCLUDING
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OR
FITNESS FOR THE USE CONTEMPLATED BY THE CITY, except that the Water System shall not be
subject to any lien or encumbrance created by or arising through the Corporation on the date of this Lease.

Section 7.08. Maintenance, Repairs and Utilities,

(a) The City shall throughout the Lease Term and at its own expense (i) keep and maintain the Water
System and all part thereof in good repair and operating condition, making from time to time all necessary repairs
thereto and renewals and replacements thereof, and (ii) keep the Water System and all parts thereof in safe
condition and free from filth, nuisance or conditions unreasonably increasing the danger of fire.

R )] The City shall contract in its own name and pay for all utilities and utility services used by the
City in, or about the Water System, and the City shall, at its sole costs and expense, procure any and all permits,
licenses or authorizations necessary in connection therewith.

ARTICLE VITI
SALE OF SYSTEM;
ADDITIONS, MODIFICATIONS AND OTHER OBLIGATIONS OF THE CITY

Section 8.01. Sale of Certain Portions of Water System,

(a) Notwithstanding any other provision of this Lease, but subject to the provisions of subsection (b)
and (c) of this Section, the City reserves the right at any time to either (i) purchase from the Corporation the
unencumbered fee title to any one or more portions of the Water System, at.a price agreed to by the City, the
Corporation and the Lender, subject to the terms of the Note and the or (11) surrender possession
of any such Water System and direct the Corporation to sell or dispose of such Water System, either by negotiated
private sale or by public sale,

{b) In the case of a disposition pursuant to either clause (i) or (i) of subsection (a) above, the
proceeds of the sale shall be deposited by the Corporation with the Lender for credit to the payment of the Note.

(c) If the City ¢lects to dispose of any portion of the Water Svstem pursuant to this Section, the
following procedures must be followed:
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(i) The Board of Aldermen of the City shall adopt an ordinance which shall contain the
following provisions:

(a) adequate legal description of the portion of the Water System to be sold;

{(b) if the Water System is to be sold, an order directing the Corporation to sell the
portion of the Water System and specifying the method of sale (either by private or public sale} and a
recital of the agreed to value of such Water System;

(c) if the City intends to purchase the Water System, a declaration of such intent and a
recital of the appraised value of such Water System or portion thereof;,

(d} if the City intends to purchase the Water System, an appropriation by the City of
funds sufficient to pay the appraised price of the Water System and the incidental costs;

(e) authorization for an officer of the City to exccute and deliver and to record such
instruments and documents as are necessary 1o effect the transaction.

{1) The Board of Directors of the Corporation shall take action in accordance with the
direction of the City to sell the Water System and shall deposit the proceeds of such sale with the Lender
for eredit to the Bond Fund,

(a) No sale or disposition of the Water System pursuant to this Section
shall entitle the City to any reimbursement of any Rental Payments or Additional Payments from
the Corporation or the Lender, nor shall the City be entitled to any abatement or diminution in
Rental Payments or Additional Payments under this Lease, except such diminution as results
from redemption of the Note from the proceeds of such disposition pursuant to subsection (b} of
this Section,

Section 8.02. Use; Permits. The City shall exercise due care in the installation, use, operation and
maintenance of the Water System, and shall not install, use, operate or maintain the Water System improperly,
carelessly, in violation of any State and Federal Law or for a purpose or in a manner contrary to that contemplated
by this Lease. The City shall obtain all permits and licenses necessary for the installation, operation, possession
and use of the Water System. The City shall comply with all State and Federal Laws applicable to the installation,
use, possession and operation of the Water System, and if compliance with any such State and Federal Law
requires changes or additions to be made to the Water System, such changes or additions shall be made by the City
atits expense. The City shall exclusively operate, manage and maintam the Water System as a part of its combined
waterworks and sewerage system.

Section 8.03. Maintenance of Water System and Collection of Fees by the City. Pursuant to
applicable ordinances of the City, the City shall, at its own expense, maintain, preserve and keep the Water System
in good repair, working order, condition and/or operation, shall from time to time make all repairs and
replacements necessary to keep the Water System in such condition, and collect all charges and fees as permitted
by law. The Corporation shall have no responsibility for any of these repairs or replacements. In any event the
City shall for the term of this Lease and at its own expense, maintain, preserve and keep the Water System in such
repair, working order, condition and/or operation as is necessary to provide for the payment of all Rental Payments
required to be paid by the City hereunder.

Section 8,04. Taxes and Other Governmental Charges. Except as expressly limited by this Section,
the City shall pay all taxes and other charges of any kind which are at any time lawfully assessed or levied against
or with respect to the Water System, the Rental Payments or any part thereof, or which become due during the term
of this Lease, whether assessed against the City or the Corporation. The City shall also pay when due all gas,
msurance, maintenance, heensing, tithing and other charges incurred in the operation, mamienance, use, occupancy
and upkeep of the Water System, and all special assessments and charges lawfully made by any governmental body
for public improvements that may be secured by a hen on the Water System; provided that with respect to special
asscssmerits or other governmental charges that may lawfully be paid during the term of this Lease as and when
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the federal, state or local income, inheritance, estate, succession, transfer, gift, franchise, gross receipts, profit,
excess profit, capital stock, corporate, or other similar tax payable by the City, its successors or assigns, unless such
tax 1s made in licu of or as a substitute for any tax, assessment or charge which is the obligation of the City under
this Section.

The City may, at is own expense and i its own name, in good faith contest any such taxes, assessments,
utility and other charges and notify the Corporation of guch good faith contest and, in the event of any such contest,
may permit the taxes, assessments, utility or other charges so contested to remain unpaid during the period of such
contest and any appeal therefrom unless the Corporation shall notify the City that, in the opimon of legal counsel,
by non-payment of any such items the interest of the Corporation in the Water System will be materially
endangered or the Water System or any part thereof will be subject to loss or forfeiture, in which event the City
shall promptly pay such taxes, assessments, utility or other charges or provide the Corporatlon with full security
against any loss which may result from non-payment, in form satisfactory to the Corporation,

Section 8.05, Advance. If the City shall fail to perform any of its obligations under this Article, the
Corporation may, but shall not be obligated to, take such action as may be necessary to cure such failure, including
the advancement of money, and the City shall be obligated to repay all such advances on demand with interest at
the rate of 2% per annum in excess of the rate being charged by the Corporation as the interest rate on the Note
or the maximum rate permitted by law, whichever is less, from the date of the advance to the date of repayment,

ARTICLE IX
DAMAGE, DESTRUCTION AND CONDEMNATION

Section 9.01. Damage and Destruction.

(a) If during the Lease term, the Water System 1s damaged or destroyed, in whole or in part, by fire
or other casualty, to such extent that the claim for loss (including any deductible amount pertaining thereto)
resulting from such damage or destruction is greater than $10,000, the City shall promptly notify the Corporation
in writing as to the nature and extent of such damage or loss and whether it is practicable and desirable to rebuild,
repair, restore or replace such damage or loss.

(b) If the City shall determine that such rebuilding, repairing, restoring or replacing is practicable and
desirable, the City shall proceed promptly with and complete with reasonable dispatch such rebuilding, repairing,
restoring or replacing of the property damaged or destroved so as to place said Waler System in substantially the
same condition as existed prior to the cvent causing such damage or destruction, with such changes, alterations
and modifications (including the substitution and addition of other property) as may be desired by the City and will
not impair the utility of the Water System. In such case, any Net Proceeds of casualty surance required by
Section 7.01 hereof and received with respect to any such damage or loss to such Water System, if such Net
Proceeds exceed $10,000, shall be deposited into a separate account and shail be used and applied in accordance
with the disbursement requirements of Section 5,02 hereof for the purpose of paying the costs of such rebuilding,
repairing, restoring or replacing such damage or loss. If said Net Proceeds are not sufficient to pay in full the costs
of such replacement, repair, rebuilding or restoration, the City shall nonetheless complete the work thercof and
shall pay that portion of the costs thercof in excess of the amount of said Net Proceeds.

{(c) If the City shall determine that rebuilding, repairing, restoring or replacing such Water System
is not practicable and desirable, any Net Proceeds of casualty insurance required by Section 7.01 hereof and
received with respect to any such damage or loss to such Water System shall be used to pay the Note on the earliest
possible redemption date or to pay the principal and interest on any payment date on the Note as the same becomes
due. The City agrees to be reasonable m exercising its judgment pursuant to this subsection (¢).

(d) The City shall not, by reason of its inability to usc all or any part of such Water System during
any period in which such Water System is damaged or destroved, or is being repaired, rebuilt, restored or replaced,
or by reason of the payment of the costs of such rebuilding, repairing, restoring or replacing, be entitled to any
reimbursetnent from the Carporation, the Lender or any abatement or duminution of the rentals payable by the City
lsmde_r the Lease or of any other obligations of the City under this Lease except as expressly provided in this

ection,
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Section 9,02, Condemnation or Insured Deficiency of Title.

(a) In the event that title to all or any portion of the Water System 1s challenged or threatened by
means of competent legal or equitable action, the City covenants that it shall cooperate with the Corporation and
the Lender and shall take all reasonable actions, including where appropriate the lawful exercise of the City's
power of eminent domain, or order of quiet title to such Water System 1n the Corporation. If title to all or a portion
of any Water System 1s found to be deficient or non-existent by a court of competent junisdiction, the City
covenanis that it shall, in such an event, deposit with the Lender for the account of the Corporation an amount
equal to the Prepayment Value {or a pro-rata portion thereof, as appropriate), of such Water System. Under this
Lease, the Lender 15 obligated to use such amounts for the payment of the Note at the earliest possible date,

(b) If during any Lease Term title to all or part of any Water System is condemned by any authority
having the power of eminent domain, the condemnation proceeds shall be deposited with the Lender in an amount
equal to the amount of such proceeds and shall be use by the Lender to pay the Note.

{c) The Corporation shall cooperate fully with the City in handling and conduct of any prospective
or pending condemnation proceedings with respect to the Water System or any part thereof, and shall, {o the extent
the Corporation may lawfully do so, permit the City to litigate in any such proceeding in the name and on behalf
of the Corporation. In no event will the Corporation voluntarily settle or consent to the settlement of any
prospective or pending condemnation proceedings with respect to the Water System or any part thereof without
the written consent of the City.

Section 9.03. Title. Upon termination of this Lease for the reason specified in Section 3.03 {c), full and
unencumbered legal title to the Water System shall revert and be conveyed to the City, and the Corporation shall
have no further interest therein. In such event the Corporation shall execute and detiver to the City such documents
as the City may request to evidence the passage of legal title to the Water System to the City and the termination
of the Corporation's interest therein, and upon request by the City, shall deliver possession of the Water System
to the City in accordance with Section 13.03. Upon termination of this Lease for any of the other reasons specified
in Section 3,03, the City's leasehold or other interest in the Water System shall terminate, and the City shall execute
and deliver to the Corporation such documents as the Corporation may request to evidence the termination of the
City's leasehold or other interest in the Water System.

Section 9.04. Security Interest. The Corporation shall have and retain a security interest under the
Uniform Commercial Code in all portions of the Water System that are deemed personal property pursuant to
applicable law, the proceeds thereof and al} repairs, replacements, substitutions and modifications thereto or
thercof made pursuant to Section 9.07, and a security interest in the proceeds of all insurance policies, in order to
secure the City's payment of all Rental Payments due during the term of this Lease and the performance of all other
obligations herein. The City will not cause or suffer to exist any mortgage, pledge, lien, charge, siatements or
interest in the Water System adverse to the Corporation, and will perform such acts as the Corporation may request
to establish and maintain a valid security interest in the Water System. If requested by the Corporation, the City
shall conspicuously mark such portions of the Water System with appropriate lettering, labels or tags, and maintain
such markings during the term of this Lease, so as clearly to disclose the Corporation's security interest in such
portion of the Water System. The City shall at all times execute and deliver to the Corporation such documents
gs may be required to identify the Water System or the lten of the Corporation 1n and to any part of the Water

ystem.

Section 9.05. Liens. During the term of this Lease, the City shall not, directly or indirectly, create, incur,
assume or suffer to exist any mortgage, pledge, lien, charge, encumbrance or claim on or with respect to the Water
System, which is adverse to the interest of the Corporation provided. Except as expressly provided in Section 8.04
and this Article, the City shall promptly, at its own expense, take such action as may be necessary duly to discharge
or remove any such mortgage, pledge, lien, charge, encumbrance or claim if the same shall arise at any time. The
City shall reimburse the Corporation for any expense incurred by the Corporation in order to discharge or remove
any such mortgage, pledge, lien, charge, encumbrance or claim.

o Section 9.06. Installation of the City's Equipment. The City may at any time and from time to time,
n its sole discretion and at its own expense, mstall other 1tems of equipment in or upon the Water System, which
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items shall be identified by tags or other symbols affixed thereto as property of the City. All such items so
1dentified shall remain the sole property of the City, in which the Corporation shall have no interest, and may be
modified or removed by the City at any time provided that the City shall repair and restore any and all damage to
the Water System resulting from the installation, modification or removal of any such items, Nothing in this Lease
shall prevent the City from purchasing items to be installed pursuant to this Section under a conditional sale or
lease-purchase contract, or subject to a vendor’s lien or security agreement, as security for the unpaid portion of
the purchase price thereof, provided that no such lien or security mterest shall attach to any part of the Water
System.

Scction 9.07. Modification of Water System. The City shall, at its own expense, have the right to make
repairs to the Water System, and to make repairs, replacements, substitutions and modifications to all or anyv of
the parts thereof. All such work and any part or component used or installed to make a repair or as a replacement,
substitution or modification, shall thereafter comprise part of the Water System and be subject to the provisions
of this Lease. Such work shall not in any way damage the Water System or cause it to be used for purposes other
than those authorized under the provisions of State and Federal Law or those contemplated by this Lease; and the
Water System, upon completion of any such work shall be of value which is not less than the value of the Water
System immediately prior to the commencement of such work. Any property for which a replacement or
substitution is made pursuant to this Section may be disposed of by the City in such manner and on such terms as
are determined by the City. The City will not permit any mechanic's or other lien to be established or remain
against the Water System for labor or materials furnished in connection with any repair, replacement, substitution
or modification made by the City pursuant to this Section; provided that if any such lien is established and the City
shall first notify the Corporation of the City's intention to do so, the City may in good faith contest any lien filed
or established against the Water System, and in such event may permit the liens so contested to remain
undischarged and unsatisfied during the period of such contest and any appeal therefrom unless the Corporation
shall notify the City that, in the opinion of legal counsel, by non-payment of any such item the interest of the
Corporation in the Water System will be materially endangered or the Water System or any part thereof will be
subject to loss or forfeiture, in which event the City shall promptly pay and cause to be satisfied and discharged
all such unpaid items or provide the Corporation with full security against any such loss or forfeiture, in form
satisfactory to the Corporation. The Corporation will cooperate fully with the City in any such context, upon the
request and at the expense of the City.

Section 9.08. Reports of Modifications. The City shall promptty report to the Corporation any changes
in or modifications made to the Water System. The City shall have the privilege, as provided in Section 9.07, of
making substitutions, additions, modifications and improvements to the Water System, at it expense; provided that
such remodeling, substitutions, additions, modifications and improvements shall not in any way damage the Water
System or cause the Water System and the Water System to be used for purposes other than approved by the City
in its plan.

The City shall not do, or permit others under its control to do, any work in or about the Water Svstem or
related to any repair, rebuilding, restoration, replacement, alteration of or addition to the Water System, or any part
thereof, unless all requisite municipal and other governmental permits and authorizations shall have first been
procured and paid for. All such work shall be donc in a good and workmanlike manner and in compliance with
all applicable building, zoning and other laws, ordinances, governmental regulations and requirements and in
accordance with the requirements, rules and regulations of all insurers under the policies required to be carried
under the provisions of this Lease.

Section 9.09. Use of Water System. The City will use the Water System for a qualified governmental
purpose of the City throughout the Lease Term and will not permit any person not also a governmental unit to
become the principal user of the Water System throughout the Lease Term.

ARTICLE X
Water System WARRANTIES

Section 10.01. Selection of Water System. The Water System has been selected by the City, and the
Corporation shall have no responsibility in connection with the selection of the Water System, or its suitability for
the use intended by the City.
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) Section 10.02. Installation and Maintenance of Water System. The Corporation shall have no
obligation to acquire, test, inspect, operate, service or maintain the Water System or any portion thereof under any
circumstances, but such actions shall be the obligation of the City.

Section 10.03. Contractor's Warranties. The Corporation hereby assigns to the City for and during
the term of this Lease, all of its interest in all contractors’ or Lender' warranties and guarantees, express or implied,
issued on or applicable to the Water System, and the Corporation hereby authorizes the City to obtain the
customary sefvices furnished in connection with such watranties and guarantees at the City's expense.

Section 10.04. Patent Infringement. The City hereby assigns to the Corporation for and during the term
of this Lease all of its interest in patent indemnity protection, if any, provided by any Lender with respect to the
Walter System or any portion thereof. Such assignment of patent indemnity protection by the City to the
Corporation shall constitute the entire liability of the Corporation for any patent infringement by the Water System
or any portion thereof furnished pursuant to this Lease .

Section 10.05. Disclaimer of Warranties. THE Water System IS DELIVERED AS IS, AND THE
CORPORATION MAKES NO WARRANTY OR REPRESENTATION, EITHER EXPRESS OR
IMPLIED, AS TO THE VALUE, DESIGN, CONDITION, MERCHANTABILITY OR FITNESS FOR
ANY PARTICULAR PURPOSE OR FITNESS FOR THE USE CONTEMPLATED BY THE DISTRICT
OF THE Water System, ORANY OTHER REPRESENTATION OR WARRANTY WITH RESPECT TO
THE Water System.

ARTICLE X1}
PREPAYMENT

Section 11.01. When Available. Except as provided in Article VIII, the City shall have the option to
prepay its obligation for all future Rental Payments in the manner set forth in Sections 6.03 and 6.04 for the then
applicable Prepayment Price, as set forth i Schedule 3, but only if the City is not in default under this Lease, and
only in the manner provided herein.

Section 11.02. Exercise of Option. The City shall give notice to the Corporation of its intention to
exercise its option of prepayment hereunder not less than 45 days prior to the Payment Date on which the option
is to be exercised and shall deposit with the Corporation on the date of exercise an amount equal to all Rental
Payments and any other amounts then due or past due and the applicable Prepayment Price set forth in Schedule
3. The closing shall be on the Payment Date on which the option is to be exercised at the office of the Lender.

Section 11.03. Release of the Corporation's Interest. Upon exercise by the City of its option to pay
all of its Rental Payment obligations, the Corporation shall convey or release to the City, all of its right, title and/or
intercst in and to the Water System by delivering to the City such documents as the City reasonably deems
necessary for this purpose including, but not hmited to, a bill of sale.

ARTICLE X1I
ASSIGNMENT, SUBLEASING, MORTGAGING AND SELLING

Section 12.01. Assignment by the Corporation. The Corporation shall assign and pledge any rents,
revenues and receipts receivable, including Rental Payments and Additional Payments, by it under this Lease, to
the Lender as security for payment of the Note and the City hereby consents to the assignment. The Rental
Payments and other amounts due hereunder and the Water System may be assigned and reassigned in whole or
m part to one or more assignees or sub-assignees by the Lender at any time, without the consent of the City. Nao
such assignment shall be effective as against the City unless and untii the assignor shall have filed with the City
a copy of written notice thereof identifying the assignee. The City shall pay all Rental Payments due hereunder
to or at the direction of the Corporation or the assignee named in the most recent assignment or notice of
assignment filed with the City.
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Section 12.02. Assignment and Subleasing by the City. The City may not assign this Lease in whole
or in part, and may not subleasc the Water System in whole or in part as long as the Note remains outstanding,
without the consent of the Corporation and the Lender.

Section 12.03. Restriction on Mortgage or Sale of Water System. Neither the Corporation nor the City
shall mortgage, sell, assign, transfer or convey the Water System or any portion thereof during the term of this
Lease.

ARTICLE X1l
EVENTS OF DEFAULT, REMEDIES

Section 13.01. Events of Default Defined. The following shall be "events of default" under this Lease
and the terms "events of default” and "default” shall mean, whenever they are used in this Lease, with respect to
the Water System, any one or more of the following events:

(a) Failure by the City to pay any Rental Payment or other payment required to be paid under this
Lease at the time specified herein and the continuation of said failure for a period of three (3) days after telephomc
or telegraphic notice given by the Corporation that the payment referred to in such notice has not been received,
such telephonic or telegraphic notice to be subsequently confirmed in writing, or after written notice.

(b) Failure by the City to vacate the Water System within fifteen (13) days after the occurrence of
an Event of Non-Appropriation by the City.

(c) Failure by the City to observe and perform any covenant, condition or agreement on its part o
be observed or performed, other than as referred to in Clauses (i) and (ii) of this Section, for a period of 30 days
after written notice specifying such failure and requesting that it be remedied has been given to the City by the
Corporation, unless the Corporation, with the written consent of the Lender shall agree in writing to an extension
of such time prior to its expiration; provided, however, if the failure stated in the notice cannot be corrected within
the applicable period, the Corporation and the Lender will not unreasonably withhold their consent to an extension
of such time if corrective action is instituted by the City within the applicable period and diligently pursued until
the default 18 corrected.

(d) the City shall (1) admit in writing its nability to pay its debts as they become due; or (ii) file a
petition in bankrupicy or for reorganization, arrangement, composition, readjusiment, liquidation, dissclution or
similar relief under the Bankruptcy Act as now or in the future amended or any other similar present or future
federal or state statute or regulation, or file a pleading asking for such relief; or (iii) make an assignment for the
benefit of creditors; or {1v) consent to the appointment of a trustce receiver or liquidator for all or a major portion
of its property or shall fail to have the appointment of any trastee, receiver or iquidator made without the City's
consent or acquiescence, vacated or set aside within 60 days after such appointment; or (v} be finally adjudicated
as bankrupt or insolvent under any federal or state law; or (vi) be subject to any proceeding, or suffer the entry of
a final and non-appealable court order, under any federal or state law appointing a receiver, trustee or liquidator
for all or a major part of its property or ordermg the winding up or liquidation of its affairs, or approving a petition
filed against 1t under the Bankruptcy Act, as now or in the future amended, which order or proceedings, if not
consented to by it, shall not be dismissed, vacated denied, set aside or stayed within 60 days after the day of entry
ar commenccment’, or (vii) suffer a writ or warrant of attachment o any similar process to be issued by any court
against all or any substantial portion of 1ts property, and such writ or warrant of attachment or any similar process
1s not contested, stayed, or 1s not released within 6{ days after the final entry, or any stay is vacated or set aside;
or

(e) the City shall vacate or abandon the Walter System for a period of 30 days; or
6] the Net Proceeds of any insurance claim or condemnation award shall be insufficient to repair

or replace the Water System and the City shall not exercise its option to purchasc the Water System under Section

9.01 hereof or does not elect to pay any excess cost to repair or replace the Water System pursuant to Section 9.02
hereof; or
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(2) the occurrence of an Event of Non-Appropriation.

The provisions of this Section 13.01 and Section 13 .02 are subject to the following limitation: (i) the City
shall be obligated to pay the Rental Payments and Additional Payments only during the then current Lease term,
except as otherwise expressly provided in this Lease; and (ii) if, by reason of force majeure, the City is unable in
whole or in part to carry out its obligations under this Lease with respect to the Water System, other than its
obligation to pay Rental Payments with respect thereto which shall be paid when due not withstanding the
provisions of this paragraph. The City shall not be deemed in default during the continuance of such inability up
to a period of six (6) months from the inception thereof. The term "force majeure’ as used herein shall mean,
without limitation, the following: acts of God; strikes, lockouts or other labor disturbances: acts of public enemies;
orders or restraints of any kind of the government of the United States of America or the State or their respective
departments, agencies or officials, or any civil or military authority; insurrections; riots; landslides; earthquakes;
fires; stonms; droughts; floods; explosions; breakage or accident to machinery, transmission pipes or canals; or any
other cause or event not reasonably within the control of the City and not resulting from its negligence. The City
agrees, however, to remedy, with all reasonable dispatch, the cause or causes preventing the City from carrying
out its obligations under this Lease; provided that the settlement of strikes, lockouts and other labor disturbances
shall be entirely within the discretion of the City and the City shall not be required to make settlement of strikes,
lockouts and other labor disturbances by acceding to the demands of the opposing party or parties when such
course 1s in the judgment of the City unfavorable to the City.

Section 13.02. Remedies on Default. Whenever any event of default referred to in Section 13.01 hereof
shall have happened and be continuing with respect to the Water System, the Corporation shall have the right, at
its option and without any further demand or notice, to take one or any combination of the following remedial
steps:

(a) The Corporation, with or without terminating this Lease may declare all Rental Payments due or
to become due during the term of the Lease to be immediately due and payable by the City, whereupon such Rental
Payments shall be immediately due and payable.

(b) The Corporatton, with or without terminating this Lease, may repossess the Water System or any
portion thereof by giving the City written notice to deliver and/or return to the Corporation any portion of the
Water System whereupon the City shall do so in the manner provided in Section 13.03; or mn the event the City
fails to do so within ten days after receipt of such notice, the Corporation may enter upon the Water System and
take possession of any portion thereof and charge the City for costs incurred in repossessing such portion of the
Water System, including reasonable attorneys' fees. The City hereby expressly waives any damages occasioned
by such repossession. If the Water System or any portion of it has been destroyed, wasted, or damaged beyond
repair, the City shall pay the applicable Prepayment Price of the Water System, as set forth in Schedule 3 (less
credit for Net Proceeds), to the Corporation. The City shall continue to be responsible for the payment of Rental
Payments. If this Lease has not been terminated, the Corporation shall return the Water System or any portion
thereof to the City, at the City's expense, when the event of default is cured.

(c) If the Corporation terminates this Lease and takes possession of the Water System or any portion
thereof, the Corporation shall within a commercially reasonable period thereafter (such period to be in any event
not more than two [2] years) use its best efforts to sell the Water System or any portion thereof in a commercially
reasonable manner at public or private sale in accordance with applicable State laws. The Corporation shall apply
the proceeds of such sale to pay the following items in the following order: (a) all amounts owed to the Lender
under the Note; (b) all costs incurred in securing possession of the Water System; (c) all expenses incurred in
completing the sale; (d) the applicable Prepayment Price of the Water System; and (e) the balance of any Rental
Payments owed by the City. Any sale proceeds remaining after the requirements of clauses (a), (b), {c), (d) and
(e) have been met may be retained by the City.

(d)  The Corporation may take any other action available at law or in equity to require the City to
perform any of its obligations hereunder.

Section 13.03. Return of Water System. Upon the termination of this Lease prior to the payment of
all Rental Payments in accordance with Schedule 2, the City, upon request of the Corporation, shall return the
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Water System or any portion thereof to the Corporation in the condition, repair, appearance and working order
required in Scction 8.03, in the following manner as may be specified by the Corporation; (i) with respect to such
portions of the Water System as are deemed personal property under this Lease (a) by delivering such portion of
the Water System, at the City's cost and expense, to such place within the State as the Corporation shall specify,
or (b) by loading such portions of the Water System, at the City's cost and expense, on board such carrier as the
Corporation shall specify and shipping the same, freight prepaid, to the place specified by the Corporation; and
(1} with respect to such portions of the Assets and the Water System as are deemed real property or fixtures under
this Lease, (a) by executing such documents as the Corporation reasonably deems necessary to transfer all of the
City's right, title and interest in and to such Water System to the Corporation, and (b) by paying all reasonable costs
and expenses whether incurred by the Corporation or the Lender (including attorneys’ fees) with respect to such
transfer of the Water System. If the City refuses to return the Water System in the manner designated, the
Corporation may repossess the Water System and charge to the City the costs of such repossession or pursue any
remedy described in Section 13.02.

Section 13.04. No Remedy Exclusive. No remedy conferred upon or reserved to the Corporation by this
Article is intended to be exclusive and every such remedy shall be cumulative and shall be in addition to every
other remedy given under this Lease. No delay or omission to exercise any right or power accruing upon any
default shail impair any such right or power or shall be construed to be a waiver thereof but any such right and
power may be exercised from time to time and as often as may be deemed expedient by the Corporation or its
assignee.

Section 13.05. Late Charge. Whenever any Event of Default referred to in Section 13.01(a) hereof shall
have happened and be continuing with respect to the Water System, the Corporation shall have the right, at its
option and without any further demand or notice, to require a late payment charge for each 30 day period or part
thereof during which such event of default occurs equal to two percent (2%) above the interest rate being charged
on the Note the delinquent amount, and the City shall be obligated to pay the same immediately upon receipt of
the Corporation's written invoice therefor; provided, however, that this Section 13.05 shall not be applicable if or
to the extent that the application thereof would affect the validity of this Lease.

Section 13.06. Waivers. In the event that any agreement contained herein should be breached by either
party and thereafter waived by the other party, such waiver shall be limitcd to the particular breach so waived and
shall not be deemed to waive any other breach hereunder.

Section 13.07. Agreement to Pay Attorney Fees and Expenses. In the event that either party hereto
shall default under any of the provisions hereof and the non-defaulting party shall employ attorneys or incur other
expenscs for the collection of Rental Payments and Additional Rentals, or the enforcement or performance or
observance of any obligation or agreement on the part of the defaulting party herein contained, the defaulting party
agrees that it shall pay on demand therefor to the non-defaulting party the fees of such attorneys and such other
expenses so incurred by the non-defaulting party.

Section 13.08. Waiver of Appraisement, Valuation, Stay, Extension and Redemption Laws.
Extension and Redemption Laws. The Corporation and the City agree, to the extent permitted by law, that in the
case of a termination of the Lease Term by reason of an Event of Non-appropriation or an Event of Default, neither
the Corporation nor the City, or any one claiming through or under either of them shall or will set up, claim or seek
to take advantage of any appraisement, valuation, stay, extension or redemption laws now or hereafter in force in
order to prevent or hinder the enforcement of this Lease; and the Corporation and the City, for themselves and all
who may at any time claim through or under either of them cach hereby waives, to the full extent that it may
lawfully do so, the benefit of all such laws.

ARTICLE X1V
MISCELLANEQUS PROVISIONS

Section 14.01. Notices. All notices, certificates, legal opinions or other communications hereunder shall

be sufficiently given and shall be deemed given when delivered or deposited in the United States mail in registered
or certified form with postage fully prepaid to the addresses specified below; provided that the Corporation and
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the City, by notice given hereunder, may designate different addresses to which subsequent notices, certificates,
legal opinions or other communications will be sent, to wit:

If to the City: City of Ozark, Missouri
2035 North 1st Street
Ozark, Missour1 65721

1f to the Corporation: The Pubhc Funding Corporation of the City of Ozark, MO.
205 North 1st Street
Ozark, Missouri 65721

Section 14,02. Financial Information, During the term of this Lease, the City will annually provide the
Corporation with current financial statements, budgets, and such other financial information relating to the ability
of the City to continue this Lease as may be requested by the Corporation or its assighee,

Section 14.03. Binding Effect. This Lease shall inure to the benefit of and shall be binding upon the
Corporation and the City and their respective successors and assigns subject o the provisions of Article XII hereof.

Section 14.04. Severability. In the event any provision of this Lease shall be held invalid or
unenforceable by any court of competent jurisdiction, such holding shall not invalidate or render unenforceable
any other provision hereof.

Section 14.05. Amendments, Changes and Modifications. This Lease may be amended or any of its
terms modified only by written document duly authorized, executed and delivered by the Corporation and the City.

Section 14.06. Captions. The captions or headings in this Lease are for convenience only and in no way
define, limit or describe the scope or intent of any provision, Article, Section or Clause of this Lease,

Section 14.07. Further Assurances and Corrective Instruments. The Corporation and the City agree
that they will, from time to time, execute, acknowledge and deliver, or cause to be executed, acknowledged and
delivered, such supplements hereto and such further instruments as may reasonably be required {or correcting any
inadequate or incorrect description of the Water System hereby leased or intended so to be, or for otherwise
carrying out the expressed mtention of this Lease.

Section 14.08. Execution in Counterparts. This Lease may be simultancously executed in several
counterparts, each of which shall be an original and all of which shall constitute but one and the same instrument.

Section 14.09. Applicable Law. This Lease shall be governed by and construed in accordance with the
laws of the State of Missour.
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IN WITNESS WHEREOF, the Corporation has caused this Lease to be executed in its name by its duly
authorized officer and the City has caused this Lease to be executed tn its name by its duly authorized officer, as
of the date first above written.

THE PUBLIC FUNDING CORPORATION OF

THE CITY OF OZARK, MO.
By:
Name:
Title:_President
SEAL
ATTEST:
By:
Name:

Title:Secretary

o K /
G ,ﬁgx %
/
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STATE OF MISSOURI )
) s
COUNTY OF CHRISTIAN )

Before me a notary public in the state aforesaid, on this day of 2002, in the County
and State aforesaid, appeared and , who being by me duly sworn, did say
that they are the President and Secretary, respectively, of The Public Funding Corporation of the City of Ozark,
Mo., a non-profit corporation, organized and existing under the laws of the State of Missouri, who are personally
know to me to be the same persons who executed, as such officers, the within mstrument on behalf of said

Corporation, and such persons duly acknowledged the execution of the same to be the act and deed of said
Corporation.

IN WITNESS WHEREOQPF, I have hereunto set my hand and affixed my notarial seal the day and year

first above written.

Notary Public
[SEAL]

ATTEST:

My commission expires;
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THE CITY OF OZARK, MISSOURI

By:
Name:Donna McQuay
Title: Mavor

SEAL

ATTEST:

By:
Name: Lana Calley
Title: City Clerk

STATE OF MISSOURI )
} 88

COUNTY OF CHRISTIAN )

Before me a notary public in the state aforesaid, on this day , 2002 1n the County
and State aforesaid, appeared Donna McQuay and Lana Calley, who being by me duly sworn did say that they
are the Mayor and Clty Clerk, respectively, of the City of Ozark, Missouri, a political subdivision duly authorized,
incorporated and existing under and by virtue of the Constitution and laws of the State of Missouri, who are
personally know to me to be the same persons who executed, as such officers, the within instrument on behalf of
said City, and such persons duly acknowledged the execution of the same to be the act and deed of said City.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my notarial seal the day and year
first above written.

Notary Public

[SEAL]
ATTEST:

My conunission expires:
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SCHEDULE 1
DESCRIPTION QF Water System

The water supply system operated by the Quail Run further described as:

{Insert Description from Stock Purchase Agreement)

Dratt Copy Page 25



$335,000 Principal Amount
4 98%Interest Rate
20 year Term

(Insert Amortization Schedule)
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SCHEDULE 2
RENTAL PAYMENTS
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SCHEDULE 3
PREPAYMENT SCHEDULE

All amounts required to be paid by the City pursnant to Section 6.04 hereof.
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MINUTES OF SPECIAL JOINT MEETING OF
BOARD OF DIRECTORS AND SHAREHOLDERS

A special joint meeting of the Board of Directors and Shareholders of QUAIL RUN
WATER AND LAND COMPANY was held at 1:30 p.m. at 3734 South Avenue, Suite C,
Springfield, Missouri on February 22, 2002, with all of the members of the Board and ali of
the Shareholders present and hereby waiving any required notice of said meeting. Attorney,
Gary E. Bishop, was also present at the meeting.

The meeting was held specifically to consent to the sale of the waterworks and
related assets of the Corporation to the Public Funding Corporation of the City of Ozark,
Missouri and shall be retro-active to November 16, 2001,

On motioﬁs duly made and carried, the Board consented to the sale of all said
waterworks and related assets of the Corporation to the Public Funding Corporation of the
City of Ozark, and directed the Officers of the Corporation to execute documents as
necessary to appfove such sale.

There being no further business to come before the meeting, the meeting was

adjourned.

Attest:

[ ]
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AN ORDINANCE

APPROVING THE ACQUISITION OF A WATER SYSTEM TO BE OPERATED BY THE CITY OF
OZARK, MISSOURL AS A PART OF ITS COMBINED WATERWORKS AND SEWERAGE SYSTEM,;
DESCRIBING THE PROPERTY TO BE ACQUIRED; SETTING FORTH THE PURCHASE PRICE TO

BE PAID THEREFOR; THE METHOD QF PAYMUNT THEREFOR AND AUTHORIZING THE
EXECUTION AND PERFORMANCE OF DOCUMENTS IN RELATION THERETO.

WHEREAS, the Bourd uf Aldermen of the Cley of Qzark, Missouri (the “Board”) deems it wise,
expedient and advigable for the City of Qzark, Missouri (the "City") to acquire all of the stock of Quail
Run Water and Land Compuny (the “Water Systern”) as deseribed in the bercinatter defined lease to be

?‘cquiredi owned and operated by the City as 4 part of the Combined Water and Sewerage System of the
“Hy: anc '

WHEREAS, The Public Funding Corporation of the City of Ozark, Mo, (the "PFC") is a
nonprofit public benefit corporation duly organized and existing under the Missouri Nonprofit Corporation
Act, Chapter 355 of the Revised Stanutes of the State of Missouri for the purpose of benefitting and aiding

the Clty in accomplishing its ohjectives by prowsding for the lease-purchase tinancing of the costs of
acquiring such Water System; and

WHEREAS, The Public Funding Corporation of the City of Ozark, Mo., plans to cxé_cute a
promissory nofe in the aggregate principal amount of $335,000 for the gmrpoae of providing funds to pay
all or a portion of the costs of acguiring costs of acquiring the Water System; and

WHEREAS, due to the determived necessity and desivability to protect the opecation of its System
and 10 traprave the same, the Board of Aldermen hus auwthorized the creation of the PFC und appointed a
Bourd af Ditectors to act on behalf of e PEC and now requests that the PFC gssist the City in the
acquisition of the Water System by entering io an annually renewable lesse purchase agreement with
lcase payments sufficient to amortize a promissory nute iy the amouns, uf $333,000, s procesds of which
will be used to acguire the Water System, and leaze the Water System back 10 the City; and

WHEREAS, the Board finds and determines it is necessary and desirable, in connection with the

acquigition of the Water System that the City take certain actions and authorize the executinn and Jelivery
of certain documents as herein provided.

 NOW THEREFORE, BE IT ORDAINER BY THE BOARD OF ALDERMEN OF THE CITY
OF OZARK, MISSOURI THAT:

Section 1. Findings. The Board of Aldermen hereby find and determine that:

(a) The PFC is engaged in activities that ace essentially public in nature. The purposes and

acttvities of the PFC are thase permitted under the Missouri Nonprofit Corporation Act, Chapter 355 of
the Revised Statutes of Missouri, 1994, as amended,; |

. (b)  The PFC is not organized for profit except 1o the extent of retiring indebtedness, and the
Articles of incorporation so provide;

() The income of the PFC will not inure to any private person, and the Articles of
Incorporation so provide;

()

The City has a beneficial interest in the PRC and will have exclusive heneficial possession

- and use of the Water System:

(e) The Clty shall obtain full legal title to the Water System upon payment in full of the rental
payments under the Jease purchase financing;

T — - - _ . ..
-
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(f) - The City is anthorized by the laws of the State of Missouri to lease the Water System from

the PFC for the purpose of scquiring and providing improvements ta its Combined Warerworks and
Sewerage System; and

Section 2, Authorization and Execution of Documents. The Mayor of the City be and is
hereby authorized and directed to execute and deliver, in the nume of and on hehalf of the City, the Lease
Agreement dated as of Decembet 1, 2001, by and berween the City and the PFC (the "Lease”) (a copy of
such document shall e tiled in the records of the City in the Office of the City Clerk), with such changes

thereiu as shall be approved by the Mayor his signature therevn being conclusive evidence of the approval
thereof.

Section 3. Further Authorjty. The City shall, and the officers, agents and employees of the
City are hersby authorized and directed to, take such further action, and execute such nther documeanis,
certificates and instruments as may be necessary or desirable to carry out and comply with the intent of this
Ordinance, and to carry out, comply with and perform the duties of the City with respect to the Lease and
the acquisition of the Water System, including but not limited to a stock purchase agreement between the
PEC and the Water System and any other necessary securily documents.

Sectlon 4, Approval of Loan and Purchage Agreement, The City hereby upproves of the
PFC entering into the lean with_Ozark Bank, Qzurk, Missouri (the "Lender ™) in the aggregate principsl amouut
of $335 000 (the "Lean") for the puipose of providing fuuds o pay the costs of acquiring the Water Sysiem
at 4 per anmum interest tate of 4.98% for a weem of 20 years with quarterly principal and interest payments with

no prepayment penalty, Furtbermore, the City herehy approves the PFC ewtering into 3 stock purchase
agreement with the Water System for the acquisition of all of the stock of the Water Sysiem,

Sectinn 8. Limited Ohligations. The Loan and the interast thereon shall be limited obligations
payable solely aut _of the rents, revenues aid recsipis recaived by the PFC pursuant to the Leasa and such rents,
revenmes and receipts, shall be pledged and assignad 1o the Lender as security for the payment of the Loan.

The Loan and the interest thereon shall not constitaie a debt or fiability of the City or the State of Missouri ac

of any pqﬂti.cai. subdivision thereaf, and the Loan shatl oot constitute an indebtedness within the meaning of any
constitutional or statutory debt limitation or restrictlon,

Section 4. Exemption from Rebate. The City makes the following representations in
connection with the cxemption from small governmental units tor the arbitrage rebate requirsineny vuder

Section 148(f)(4)(c) of the Tax Cade of 1986:

(a) ninety-five percent (35%) of the net proceeds of the Note are ta be used for lacal
governmental activities of the City:

“(h) the apgregate face an;oun(t of all tax-exempt obligations (other than private activity
g%\gg&i&t}}fgﬂ)dssuedd by the City during the calendar year 2001 is not reasonably expected o exceed
- L] £ ; an

. (c) it hereby designates the Leuase and the Note as "qualified tax-exempt obligations”
within the mesning of Section 265(h)}(3) of the Tax Code of 1986.

Section 7. B . The mdget for the Cirg fnr the current fiscal vear is hereby
amended tu provide for the payment of the rental payments required under the terms of the Lease. The
Roard of Aldermen find that this budget adinstment is necessary for the best inerests of the City and thae
an emergency exists due to-the need (o provide for such rental payments, and the 3

, ) : pgropri ate officers of
the City are hereby directed to cause the appropriate accounting enries to be made in the books and
records of the Ciry,

' _Section 8. Effective Date. This Ordinance shall take effect and be in full force and eflect
immediately after its adoption by the Board of Aldermen of the City.
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fazarksquallremy 2001 ford. approve Deceriber 14, 2001

ij)ly passed undf adopred by the Board of Aldermen of the City of Ozark, Missouri, the [ 'ﬁhday

of December, 2001,
4
%“W % ey

Do McQuay, Mayor/ /

ISEAL]

j LC\); Calley, City Cletk J
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NOTICE

TO: ALL WATER CUSTOMERS OF QUAIL RUN WATER AND LAND COMPANY

PLEASE TAKE NOTICE OF THE PENDING SALE OF QUAIL RUN WATER
AND LAND COMPANY TO THE PUBLIC FUNDING CORPORATION OF THE CITY
OF OZARK, MISSOURI AND LEASE/PURCHASE OF THE WATER WORKS TO THE
CITY OF OZARK, MISSOURI. SUCH SALE IS CONTINGENT UPON APPROVAL OF
THE MISSOURI PUBLIC SERVICE COMMISSION. THE CUSTOMERS MONTHLY
BILL FOR WATER SERVICE AFTER SUCH SALE WILL NOT CHANGE. YOU MAY
COMMENT UPON THIS SALE BY WRITING TO THE MISSOURI PUBLIC SERVICE
COMMISSION,‘P.O. BOX 360, JEFFERSON CITY, MISSOURI 65102. QUESTIONS
ABOUT FUTURE WATER SERVICE MAY BE ANSWERED BY CONTACTING THE

CITY ADMINISTRATOR AT CITY HALL, OZARK, MISSOURI (417-581-2407).
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