Schedule 4.5(b)

SURVEY REQUIREMENTS

except as shown thereon, and (vi) be sufficient to cause the Title Company to delete,
except for "shortages in area,” the printed exception for "discrepancies, conflicts or
shortages in area or boundary lines, or any encroachments or protrusions, or any
overlapping of improvements” in the Title Policy 5 be delivered pursuant to the
Agreement. The cettificate on the Surveys shall be specifically addressed to both
BexarMet and the Title Company verifying the above™information. The surveyor shall
comply with all applicable survey laws in the preparation and completion of the survey
documents employed in closing this transaction.
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EXHIBIT 'A' - Form Escrow Agreement

ESCROW AGREEMENT
AND FIRST AMENDMENT TO PURCHASE AGREEMENT

This Escrow Agreement dated , 2003 (herein, together with any amendments
or supplements hereto, called the "Escrow Agreement”) is entered into by and among BEXAR
METROPOLITAN WATER DISTRICT, a conservation and reclamation district and political subdivision of
the State of Texas, (herein called "Bexar Met’), DIAMOND WATER COMPANY, (herein called
"DIAMOND") and STEWART TITLE COMPANY, as escrow agent (herein, together with any successor in
such capacity, called "Escrow Agent”).

WITNESSETH:

WHEREAS, BexarMet and DIAMOND have entered into an Agreement of Purchase and
Sale (the "Purchase Agreement”) effective 2003, wherein and herein capitalized terms,
to the extent not in conflict therewith, have the same meaning or definition, for the sale by DIAMOND to
BexarMet of virtually all of the assets that DIAMOND owns with regard to the Water Systems enumerated
in the Purchase Agreement.

WHEREAS, in connection with the sale under the Purchase Agreement, BexarMet is to
acquire that certain Texas Commission on Environmental Quality (“TCEQ") Certificate of Convenience and
Necessity numbered 12865, or the part thereof applicable to the Water Systems (the "CCN");, and N

~
WHEREAS, the TCEQ has approved the sale and transfer of the Water Systems, but has

not completed the administrative act of issuing its Order (herein so called), transferring the CCN from

DIAMOND to BexarMet; and ~

WHEREAS, BexarMet and DIAMOND are herewith closing the transaction contemplated
by the Purchase Agreement, including the delivery and recordation of the Closing Documents (herein so
called) while holding DIAMOND's cash proceeds portion of the Purchase Price and BexarMet's Note to
DIAMOND in escrow;

WHEREAS, BexarMet and DIAMOND desire DIAMOND's cash proceeds as set out on
line 509 of the Settiement Statement and designated as "Sellers Proceeds Escrowed”, BexarMet's note
(the “Note”), and the Third Party Creditor's Release Documents be deposited in escrow with Escrow
Agent, to be later disbursed, delivered and/or recorded as provided in Section 3.02 hereof, pending the
issuance of the Order and satisfaction of the Opinion Letter requirement set forth hereinafter in this Escrow
Agreement; and

WHEREAS, the Escrow Agent is willing to accept its responsibilities hereunder upon the
terms and conditions herein expressed;

NOW, THEREFORE, in consideration of the mutual undertakings, promises and
agreements herein contained, the receipt and sufficiency of which are hereby acknowledged, BexarMet,
DIAMOND and the Escrow Agent mutually undertake, promise and agree for themselves and their
respective representatives and successors, as follows:

LARTICLE

DEFINITIONS AND INTERPRETATIONS

Section 1.01. Definitions. Unless the context clearly indicates otherwise, the following
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terms shall have the meanings assigned to them below and above when they are used in this Escrow
Agreement:

"BexarMet Representative” means either Thomas C. Moreno in his capacity as General
Manager/CEO, or Sylvia Gamez in her capacity as Deputy General Manager, of BexarMet or any other
officer of BexarMet designated by a BexarMet Representative in writing to the Escrow Agent.

"Closing Documents” shall mean bills of sale, water rights transfers, assignments, general
warranty deeds, certificate verifying accuracy of DIAMOND's representations and warranties contained in
the Agreement, a title insurance policy, evidence that Assets are free and clear of any security interests,
the Release Documents, and such other instruments satisfactory in form and substance to Purchaser and
titte company pursuant to which DIAMOND shail convey the Assets to Purchaser free and clear of all liens,
claims, charges or encumbrances whatsoever and any right of any party and BexarMet's Note;

"Escrow Agreement” means this Agreement.

"Escrow Closing" means the closing of the transaction and the deposit of funds and
documents called for in Sections 2.01 and 2.02 below.

"Escrow Fund” means the Escrow Fund created by this Escrow Agreement to be
administered by the Escrow Agent pursuant to the provisions of this Escrow Agreement.

"DIAMOND Representative" means THOMAS BAUDAT in his capacity as President of
DIAMOND, or any other person designated in writing by Thomas Baudat.

"Mandatory Transfer Date" means 365 days from the Effective Date of the Purchase
Agreement, or such other later date expressly agreed to in writing by BexarMet for purposes of this Escrow
Agreement.

"Order” means originals or certified copies of a signed Order issued by the TCEQ
fransferring the CCN from DIAMOND to BexarMet.

"Permitted Investments” means direct obligations of (including obligations issued or held in
book entry form on the books of) the Department of Treasury of the United States of America or any
money market fund, which invests solely in obligations of the Department of Treasury of the United States
of America.

"Settlement Statement” means the closing statement approved by the parties hereto at
Closing, closing the sale evidenced by the Purchase Agreement and any amendments thereto, which
Settlement Statement may be appropriately adjusted upon disbursement of the escrow funds, if necessary
("Adjusted Settlement Statement”).

The terms "Escrow Agreement”, "BexarMet”, "DIAMOND" and "Escrow Agent”, when they
are used in this Escrow Agreement, shall have the meanings assigned to them in the preamble to this
Escrow Agreement. All other defined terms shall have the meanings assigned to them herein or in the
Purchase Agreement.

Section 1.02  Interpretations. The titles and headings of the articles and sections of this
Escrow agreement have been inserted for convenience and reference only, and are not to be considered a
part hereof and shall not in any way modify or restrict the terms hereof.
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ILARTICLE

DEPOSIT OF FUNDS AND DQCUMENTS

Section 2.01  Deposit of Funds. At Closing, BexarMet shall deposit, or cause to be
deposited, with Escrow Agent, good funds in the amount shown on line 303 of the Settlement Statement.

Section 2.02  Deposit of Closing Documents. At Closing, BexarMet and DIAMOND will
deliver the fully executed Closing Documents to Escrow Agent.

I.ARTICLE

CREATION AND OPERATION OF ESCROW

Section 3.01  Escrow Fund. The Escrow Agent has created or wil immediately create
on its books a special trust fund and irevocable escrow for the funds to be deposited into the Escrow
Fund, which Escrow Fund shall be known and carried on the Escrow Agents books as the
"BexarMet/DIAMOND Acquisition Fund". The Escrow Agent hereby agrees that upon directions of
BexarMet and DIAMOND and upon deposit of the executed Closing Documents and receipt of the good
funds from BexarMet mentioned in Section 2.01 above, Escrow Agent (a) will close the transaction
contemplated in the Purchase Agreement, including recording and delivering the Closing Documents,
except for the Note and the Release Documents; (b) will collect from, and utilize sufficient funds to pay,
each parties costs of closing assigned in the Purchase Agreement, including payment of taxes owing at
time of closing, and (c) will deposit DIAMOND' cash proceeds (Settlement Statement line 509 amount) in
the Escrow Fund, and will hold the Note and the Release Documents (the "Escrowed Documents”). Such
deposit to the Escrow Fund, all investment proceeds therefrom, and all cash balances from time to time on
deposit therein shall remain in the Escrow Fund, shall become a part thereof, and shall be applied only in
strict conformity with the terms and conditions of this Escrow Agreement. The Escrow Fund shall be held
in escrow by Escrow Agent in an interest-bearing investment account with said interest to accrue on the
Escrow Fund one-half (}5) to the benefit of BexarMet and one-half (%) to the benefit of DIAMOND. The
Escrow Fund shall be held by the Escrow Agent in escrow in accordance with the terms hereof.

Section 3.02  Escrow Fund Disbursement. DIAMOND shall, upon DIAMOND's receipt of
same, promptly deliver to the Escrow Agent and BexarMet, the Orders, together with, at DIAMOND’s
expense, the written opinion ("Opinion Letter”) of Mark H. Zeppa, Attorney at Law, 4833 Spicewood
Springs Road, Suite 202, Austin, TX 78759-8436, stating that all regulatory, administrative and statutory
time periods for a request for a rehearing of the Order by TCEQ and for an appeal of the Order to the
District Court have passed and no such request or appeal has been filed or notice thereof given. An
opinion letter in the form of Exhibit "A" attached hereto will satisfy this requirement. Upon and only upon
the Escrow Agent's receipt of the Order and Opinion Letter prior to 5:00 p.m. on the Mandatory Transfer
Date, the Escrow Agent is hereby instructed to deliver the Note to DIAMOND, deliver to the Third Party
Creditor the funds required by the Third Party Creditor to release and record the Release Documents, and
distibute DIAMOND's remaining cash proceeds shown on line 509 of the Settlement Statement to
DIAMOND out of the Escrow Fund, subject to any adjustments, if any, including compensation to Escrow
Agent as set out in paragraph 5.03 herebelow, in order to complete the funding of DIAMOND's closing
proceeds and immediately refund to BexarMet, after the distribution of the interest as provided in Section
3.01 above, any of the Escrow Fund then remaining, less any adjustments, if any, including compensation
to Escrow Agent as set out in paragraph 5.03 herebelow, whereupon the Escrow Agent shall be
discharged from any further duties regarding the Escrow Fund. Notwithstanding the preceding sentence,
in the event the Orders are not received by the Escrow Agent prior to 5:00 p.m. on the Mandatory Transfer
Date, the Escrow Agent shall only release the Escrowed Documents and pay any sums in the Escrow
Fund pursuant to instructions given to the Escrow Agent agreed to in writing by both DIAMOND and
BexarMet. The Escrow Agent shall deliver any original Orders received by the Escrow Agent to BexarMet.
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Section 3.03  Tryst Funds. The Escrow Agent shall hold and dispose of the Escrowed
Documents and the assets of the Escrow Fund only as set forth herein or as subsequently instructed by
instructions given to the Escrow Agent agreed to in writing by both BexarMet and DIAMOND. The Escrow
Fund amounts received and held by the Escrow Agent under this Escrow Agreement shall not be
considered as general funds of the Escrow Agent, nor as a banking deposit by BexarMet or DIAMOND,
and the Escrow Agent shall have no right to title with respect thereto except as a constructive trustee and
as an escrow agent under the terms of this Escrow Agreement The amounts received by the Escrow
Agent under this Escrow Agreement shall not be subject to warrants, drafts or checks drawn by BexarMet
or DIAMOND.

Iv. ARTICLE
INVESTMENTS

. Section 4.01 (a) Investments. The Escrow Fund may only be invested in Permitted
Investments designated in writing by a BexarMet Representative, and the Escrow Agent shall not have any
right, power or duty to invest or reinvest any money held hereunder, or to make substitutions of the
Permitted Investments, or to sell, transfer or otherwise dispose of the Permitted Investments.

(b) Substitutions. At the written direction of BexarMet Representative,
the Escrow Agent shall redeem all or any part of the Permitted Investments and reinvest the proceeds
thereof, together with all or any part of any cash held in the Escrow Fund, in other Permitted Investments,

) (c) Separate Investment Authorization, Except that notwithstanding
anything to the contrary herein contained, this Section 4.01 may be modified in whole or in part by a
Separate agreement between BexarMet, DIAMOND and Escrow Agent styled "Investment Authorization®.

Section 4.02 Investment Resuits. Interest and other earnings on the Permitted
Investments shall be added to the Escrow Fund. Any loss incurred from an investment, including, without
limitation, market loss resulting from early liquidation of assets, and all costs of investment or liquidation,
and withholding and other taxes, will be borne by the Escrow Fund. BexarMet and DIAMOND agree to
furnish to the Escrow Agent as required, all appropriate tax forms and information in order for the Escrow
Agent to comply with tax laws, To the extent BexarMet and/or DIAMOND does not provide information
and tax forms, the party failing to provide such requested information assumes all liability for failure to
report or withhold income under the tax laws.

ARTICLE V.

RECORDS AND REPORTS
SE=2RP0 ANU REPORTS

Section 4.02 Reports. While this Escrow Agreement remains in effect, the Escrow Agent
monthly shall prepare and send to DIAMOND and BexarMet, a written statement of all Permitted
Investments and the cash balance on deposit in the Escrow Fund as of the end of such period.
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ARTICLE V.

CONCERNING THE ESCROW AGENT

Section 5.01  Representation. The Escrow Agent hereby represents that it has all
necessary power and authority to enter into this Escrow Agreement and undertake the obligations and
responsibilities imposed upon Escrow Agent herein, and to act as an Escrow Agent for a conservation and
reclamation district and political subdivision of the State of Texas, and that it will camry out alt of its
obligations hereunder. :

Section 5.02 Limitation on Liability. Notwithstanding any provision contained herein to the
contrary, the Escrow Agent shall not have any liability whatsoever for the insufficiency of funds from time to
time in the Escrow Fund or any failure of the obligors of the Permitted Investments to make timely payment
thereon. The recitals herein shall not be considered as made by, or imposing any obligation or liability
upon, the Escrow Agent. In its capacity as Escrow Agent, it is agreed that the Escrow Agent need look
only to the terms and provisions of this Escrow Agreement. The Escrow Agent makes no representations
as to the value, condition or sufficiency of the Escrow Fund, or any part thereof, or as to the title thereto, or
as to the security afforded thereby of hereby, and the Escrow Agent shall not incur any liability or
responsibility in respect to any of such matters. The Escrow Agent shall not be responsible or liable to any
person in any manner whatever for the genuineness, effectiveness or validity of the Opinion Letters or the
Orders, or for the identity or authority of any persons executing the Opinion Letter or the Orders. The
Escrow Agent shall never be required to use or advance its own funds or atherwise incur personal financial
liability in the performance of any of its duties or the exercise of any of its rights and powers hereunder.
Unless it is specifically otherwise provided herein, the Escrow Agent has no duty to determine or inquire
into the happening or occurrence of any event or contingency, the Escrow Agents sole duty hereunder
being to safeguard the Escrow Fund and to dispose of and deliver the same in accordance with this
Escrow Agreement. If, however, the Escrow Agent is called upon by the terms of this Escrow Agreement
to determine the occurrence of any event or contingency, the Escrow Agent shall be obligated, in making
such determination, only to exercise reasonable care and diigence, and in event of error in making such
determination, the Escrow Agent shall be liable only for its own willful misconduct or its gross negligence.
In determining the occurrence of any such event or contingency, the Escrow Agent may request from
DIAMOND or BexarMet or any other person such reasonable additional evidence as the Escrow Agent, in
its discretion, may deem necessary to determine any fact relating to the occurrence of such event or
contingency, and in this connection may make inquiries of, and consult with, among others, DIAMOND or
BexarMet at any time. In the event any dispute between any of the parties shall occur concemning any of
the subject matters of this Escrow Agreement or concerning any claim or any party to any sums in the
Escrow Fund, the Escrow Agent is hereby authorized to interplead all sums in the Escrow Fund into a
court of competent jurisdiction in Bexar County, Texas.

5.03 Compensation. BexarMet and DIAMOND hereby jointly agree to equally pay
reasonable, necessary and customary fees to the Escrow Agent for the normal administration of the
Escrow Agreement and to reimburse the Escrow Agent for expenses actually incurred by the Escrow
Agent in performing such services, and the Escrow Agent hereby agrees to look to BexarMet and
DIAMOND jointly and equally for the payment of such fees and reimbursement of such expenses.
BexarMet and DIAMOND further hereby agree to pay reasonable, necessary and customary fees to the
Escrow Agent for the extraordinary administration of the Escrow Agreement in the event of a dispute or
litigation regarding the Escrow Fund, and to reimburse the Escrow Agent for all such expenses incurred by
the Escrow Agent and its counsel in performing such extraordinary services, and in which event the
Escrow Agent hereby agrees to look jointly and severally to BexarMet and DIAMOND for the payment of
such fees and reimbursement of such expenses. The Escrow Agent hereby agrees that in no event shall it
ever assert any claim or lien against the Escrow Fund for any fees for its services, whether regular or
extraordinary, as Escrow Agent, or in any other capacity, or for reimbursement for any of its expenses of
for any other liability or claim it may have against DIAMOND or BexarMet.
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. 5.04 Successor Escrow A ents. If at any time the Escrow Agent or its legal successor or
Successors should become unable, through operation or law or otherwise, to act as Escrow Agent
hereunder, or if its Property and affairs shall be taken under the control of any state or federal court or
administrative body because of insolvency or bankruptcy or for any other reason, 3 vacancy shall forthwith
exist in the office of Escrow Agent hereunder. In such event DIAMOND and BexarMet, by joint appropriate
action, promptly shall appoint an Escrow Agent to fill such vacancy. If no successar Escrow Agent shall

Escrow Agent.

Any successor Escrow Agent shall be a corporation organized and doing business under
the laws of the United States or the State of Texas, authorized under such laws to exercise corporate trust
powers, having a combined capital and surplus of at least $50,000,000.00 and subject to the supervision

or examination by federal or state authority and able to hold funds of political subdivisions of the State of
Texas.

Any successor Escrow Agent shall execute, acknowledge and deliver to DIAMOND and
BexarMet and the Escrow Agent an instrument accepting such appointment hereunder, and the Escrow
Agent shall execute and deliver an instrument transferring to such successor Escrow Agent, subject to the
terms of this Escrow Agreement, all the rights, powers and trusts of the Escrow Agent hereunder. Upon
the request of any such successor Escrow Agent, BexarMet and DIAMOND shall execute any and all
instruments in writing for more fully and certainly vesting in and confirming to such successor Escrow
Agent all such rights, powers and duties. The Escrow Agent shall pay over to its Successor Escrow Agent,
a proportional part of the Escrow Agent's fee hereunder.

matters as was its predecessor, all without the execution or filing of any instruments or any further act,
deed or conveyance on the part of any of the parties hereto, anything herein to the contrary

Section 5.05 Indemnification of the Escrow Agent BexarMet and DIAMOND agree to
indemnify, defend and hold the Escrow Agent harmless against all losses, claims, damages, demands,
liabilities and expenses (including attomey's fees and expenses), arising out of or in connection with this
Escrow Agreement or any transaction related hereto, except to the extent that any such loss, liability or
éxpense results from the gross negligence or willful misconduct of the Escrow Agent The foregoing

indemnities shall survive the resignation of the Escrow Agent and the termination of this Escrow
Agreement.

ARTICLE VI.
TERMINATION OF ESCROW AGREEMENT

Section 6.01  Termination of Escrow Agreement. Upon the taking of all the actions as
described herein by the Escrow Agent, the Escrow Agent shall have no further obligations or
responsibilities hereunder to BexarMet, DIAMOND or to any other person or persons in connection with
this Escrow Agreement. This Escrow Agreement may be terminated at any time by joint written
instructions to the Escrow Agent executed by both BexarMet and DIAMOND, in which event the Escrow
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Agent shall deliver and/or dispose of the Closing Documents and the Escrow Funds as specified in such
termination notice.

ARTICLE VH.
MISCELLANEOQUS

Section 7.01  Notice: Any notice, authorization, request or demand required or
permitted to be given hereunder shall be given pursuant to the provisions of Section 11.7 of the Purchase
Agreement. The address for notice to the Escrow Agent shall be 2961 Mossrock, San Antonio, Texas
78230.

Section 7.03  Binding Escrow Agreement. This Escrow Agreement shall be binding
upon BexarMet, DIAMOND and the Escrow Agent and their respective successors and legal
representatives, and shall inure solely to the benefit of BexarMet, DIAMOND and the Escrow Agent, and
their respective successors and legal representatives.

Section 7.04  Severability. in case any one or more of the provisions contained in this
Escrow Agreement shall, for any reason, be held to be invalid, illegal or unenforceable in any respect, such
invalidity, illegality or unenforceability shall not affect any other provisions of the Escrow Agreement, but
this Escrow Agreement shall be construed as if such invalid or illegal or unenforceable provision had never
been contained herein.

. Section 7.05 Texas Law Govems. This Escrow Agreement shall be governed by the
provisions hereof and by the applicable laws of the State of Texas.

Section 7.06  Time of the Essence. Time shall be of the essence in the performance of
obligations from time to time upon the Escrow Agent by this Escrow Agreement.

Section 7.07 Changes in_Escrow Adgreement Generally Prohibited. This Escrow
Agreement shall not be repealed, revoked, altered or amended except by the written agreement of
BexarMet, DIAMOND, and Escrow Agent.

Section 7.08  Counterparts. This Escrow Agreement may be executed in any number of
counterparts, each of which shall be deemed an original for all purposes, and all counterparts shall
together constitute one and the same instrument.

EXECUTED as of the date first written above.

DIAMOND WATER COMPANY i

THOMAS BAUDAT, President

BEXAR MET OLITAN WATER DISTRICT
By: \ &JLO/V“U —
T C. OTENO, General Manager/CEQ
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STEWART TITLE COMPANY
2961 Mossrock
San Antonio, Texas 78230

By:

Date
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FIRST ADDENDUM TO
AGREEMENT OF PURCHASE AND SALE

ay
BEXAR METROPOLITAN WATER DISTRICT, a political subdivision of the state
of Texas, and 3 conservation and reclamation district organized and existing
under Article XVI, Section 59, of the Texas Constitution, ("BexarMet") and
DIAMOND WATER COMPANY, a Texas corporation ("Diamond").

WHEREAS, Diamond has initiated legal actions to resolved this cloud on
its title with Developer McFadden and intends to have this matter resolved
before Closing;

WHEREFORE, IN RECOGNITION ofF THIS CURRENT STATE OF AFFAIRS
AND IN ORDER TO ALLOW THE PARTIES TO PROCEED wWiITH THEIR
PURCHASE - SALE AGREEMENT IN THE MANNER MOST EQUITABLE ToO
- ALL PARTIES, BEXARMET AND DIAMOND AGREE TO THE FOLLOWING:

a. Waive objections to the title(s) and close on the Property "as is" in
its then current title state,



House gill (HB) 600 an senate gill (SB) 567 83" Legislature ular session, trans ferred the
functlons and ré ords relat gt the econo jc regu ulation ©. of water an sewer U utilities J7 the e TCEQ
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is the owner of additional Water Systems.

1.3 Other Definitions and Meanings. Interpretation. For purposes of this
Agreement, the term "person” includes any natural person, firm, association,
partnership, corporation of other entity; and the_ words “hereof”, "herein", "hereby" and
other words of similar import refer to this Agreement as @ whole. The table of contents
and the headings of the Atticles, Sections and other subdivisions of this Agreement are
for convenience of reference only and shall not define of fimit any of the terms or
provisions hereof. All doltar amounts referred to herein are in United States dollars. All

ronouns shall be deemed to refer to the masculine, feminine, neuter, singular or plural

as the identify of the person of persons referred to may require.

ARTICLE 2.
PURCHASE AND SALE

2.1 Transaction. At the Closing (the «Closing”), (@) gexarMet will purchase from
WS, and WSI will sell, transfer and assign to BexarMet, all right, title and interest in and
to the respective systems' Acquired Assets, free and clear of all tiens; (b) BexarMet will
assume and become directly and responsible solely to wsi for the payment of
discharge of the respective systems' Assumed Liabilities; and (c) BexarMet will pay to
WSI the Purchase Price, partly in cash and partly by Promissory Note instaliments, as
herein provided. Also as herein provided, WS shall retain the Excluded Assets and be
directly and solely responsibility for the payment or discharge of the Excluded Liabilities
and BexarMet shall have no obligation of liability with respect thereto. BexarMet and
WSl agree to completely close the transaction, including delivery and recording of the
Closing Documents as provided for herein, except that Wsl's cash proceeds and Note
will be escrowed pending the successful obtaining of an uncontestable and non-
appealable Order from TCEQ transferring the CCN's for the respective areas being
served by the respective Water Systems to BexarMet, and the parties agree to enter
into a separate Escrow Agreement with Escrow Agent relative thereto (the "Escrow
Agreement"). it is agreed that the Escrow Agreement will contain the substance and will

be in the form of Exhibit ‘A' attached hereto. .

2.2 Acquired Assets. For purposes of this Agreement, the term nAcquired
Assets" means all respective assets, properties and rights associated with the Bavarian
Hills, Coolcrest, Oaks North, Stagecoach Hills, Country Bend and Oak Village North
Water Systems which are owned by WSl or used in connection with the conduct of the
pusiness purposes (the nBusiness") of such Water Systems, including without fimitation
all assets of the Water Systems reflected on the Financial Statements of WS as of the
Closing, but excluding the Excluded Assets. Without limiting the generality of the
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foregoing, the Acquireq Assets include ay of the right, title and interest jp, and to the
following assets owned p WS or used in Connection with the Water Systems:

(@) Al Persona| Property (whether a5 Owner, lessor, lessee or otherwise)
including, without limitation, all designs, plans, speciﬁcations, Surveys, drawings,
Maintenance records, leak and breakage records, books, technica) Specificati

built Construction drawings and utility Plans, laboratory €quipment,

€quipment, water Pumps, Pipes, Manuals, related Persona| property associated with or
all support i

otherwise related to the Water Systems, including, without limitation all Such jtemg
relating to distribution and similar arrangements and including Specifically and withoyt

limitation those Orders, contracts and CoOmMmitments descnbed Or referreq to on
Scheduyle 3.2(h). =

p
including Specifically ang withoyt limitation the books and recorqds describeq Or referreq
to on Schedule 3.2(r).

(M Al utility account Numbers yseq or useful ip Connection with the
Usiness.
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23 Excluded Assets. For purposes of this Agreement, the term "Excluded
Assets" means the following rights, properties and assets of the Business as the same

exist as of the Closing.

(@) Al cash, certificates of deposit, bank deposits, time deposits,
securities, all notes, billed accounts receivable and unbilled accounts receivable,
including specifically and without limitation those notes, accounts receivable and

'unbilled accounts receivable listed on Schedule 2.3(a).
(b) The real property described on Schedule 2.3(b), together with the

improvements thereon and fixtures related thereto.

(c) The pilling and collection office leases listed on Schedule 2.3(c).
(d) The billing system and computers listed on Schedule 2.3(d).

(e) The personal property listed on Schedule 2.3(e). including, without
limitation, all inventories of whatever nature and wherever located, including, without

limitation inventories of raw materials, work-in-process, finished goods, replacement

parts, sparé parts, operating supplies, packaging, scientific instruments of all kinds, test

kits, test units, test procedures, machinery, equipment, tooling, masks, molds, jigs,
patterns, gauges, materials handling equipment, furniture, office equipment, calculators,

and computers.

(f) All post office boxes and telephone numbers of the Business;

(g) Al prepaid insurance and all prepaid and similar items (other
than insurance), including, without limitation, all prepaid expenses, deferred charges,
advance payments, and other prepaid items.

24 Assumed Liabilities. For purposes of this Agreement, the term *Assumed
Liabilities" shall mean only the liabilities and obligations of WSI that are specifically
identified and described on Schedule 2.4, but only to the extent such liabilities and
obligations aré due and payable after a Closing. The Assumed Liabilities expressly

l exclude any of the Excluded Liabilities.

2.5 Third Party Encumbrance. There exists and there shall continue to exist
after the Closing, the following specific third party debt and encumbrance (“Third Party

Encumbrance”):

(a) One certain Promissory Note having a principal balance as of June
30, 2003 of $780,719.00, executed by WS|, payable to the order of
National Bank of Cooperatives (CoBank) of Denver, Colorado, (the
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“Third Party Creditof')_, and being Secured py g Deed of Trust,
Assignment, Security Agreement and Financing Statement on the
Real Property described on Schedule 3.2(f) hereof and other assets
of Wsj Which wil| pe paid off ang fully releaseqd at the time of the
Escrow Disbursa,

(b) Notwithstanding anything to the Contrary Contained herein, this
ird Party Encumbrance shall be kept current by WSI ang Wsi

shall not allow any event or non-event to exist or occur that could

be Construed to pe a default of any of the terms, stipulationg or

(c) Notwithstanding anything to the Contrary Containeq herein, this
Third Party Encumbrance shall not pe an Assumeq Liability, anqg N
shall be an Excluded Liability. '

-

|

(d) Within five (5) business days from the Effective Date, ws; will
and dilj i

. Purchase Price. For Purposes hereof, the term "Purchase Price" Means
the foiiowing:
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urchase price

Agreement, the p
liocated

the Assets is a

Subject to the terms and conditions of this
e Price™) 10 pe paid by BexarMet to Seller for

Water Systems @S follows:

(the *Purchas

among the sixX
of Closing.

Coolcrest $2,000 per active connection at time
$2,000 per active connection at time of Closing.

Oaks North
of Closing.

$2,000 per active connection at time

Country Bend $2,000 per activ
Closing

$2,000 pefr active connection at th

nection at the time of Cl

Bavarian Hills
me of

e connection at the t
stagecoach Hills e time of Closing
Oak Village North $2,000 per active con osing.
ice connection

a water utility serv
nsumption

being provided for co
e of business.

rein shall mean
i ¢ at least 14 month to which water is actually
illed in the normal cours

d and which is being bilt

vActive connection“ as defined he

2.8 payment of Purchase Price. BexarMet will pay the Purchase Price as

follows:
after the Effective Date, Be

(a) Within five (5) business days
Sl a check in th nt of $100.00 as {ndepende

xarMet shall
nt Contract

b acknowledge and agree has
Sl's execution and delivery of
ddition to and
dis

deliver to W
Consideration,

been pargained eed to as consi
‘deration is in @

The independe
ded for herein, an

this Agreement.
any other consideratio

independent of

ple in all events.
of SEVEN

BexarMet will deposit into escrow, the sum

DOLLARS ($750,000.00)-,.
sit into escrow, gexarMet's

extend and depo
| to the number of active connections at the
sS the sum of

(the “Note") i
calculated as provided in paragrap 2.6 hereof, L
The Note will be

FIFTY THOUSAND DOLLAR $750, .
e in annual instaiiments of
than five (5) years, \"

£ the Note in not more
the five (5) year term of

principal and interest that will pay ©
C o event BexarMet should, during

(b) At the Closing,
FTYTHOUSAND

(c) At Closing, BexarMet will
n a sum equa

HUNDRED Fl

Promissory Note
time of Closing,
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the Note, issye “‘new money revenye bonds”, then BexarMet will be obligated to, within
30 days from funding, pay off and discharge all amounts of principal and interest owing

2.9 Earnest Money - Default, Upon €xecution of thig Agreement, BexarMet shall
issue jts check in the sum of $5,000.00 payable to Stewart Titie Company ("Escrow
Agent") to bind this sale, to be held by Escrow Agent in escroy and to be delivered by
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3.1 WSI's General Representations and W
warrants to Bexar

ARTICLE 3.
ATIONS AND WARRANTIES

REPRESENT
arranties. WS hereby represents and

Met the following:
Business.: WSl is a Texas Business
der the laws of the State of

(a) Organization and Existence;
and validly existing un

Corporation, duly organized
Texas. WSI extracts, treats and distributes potable water ("Water").
nd authority under its

Authority. Wl has full power 2
f the State of Texas to execute,

(b) Power and
e laws O

corporate charter and
defiver and perform this Agreement.
is directly or indirectly obligated to

(c) Einders. WSI has not engaged, nor
anyone acting as a proker, finder, of in any other simitar capacity in connection
with the sale of the Assets of any other transaction contemplated by this
Agreement.

mmance of this

delivery and perfo
rate action.

(d) Authorization. The execution,
Agreement by WSI has peen duly authorized by all requisite corpo
ation

(e) Binding Effect. This Agreement is a valid, pbinding and legal oblig
of WSI, enforceable against \WSH in accordance with the terms hereof.
Neither the execution and delivery of this Agreement nor
wst's full performance of its obligations hereunder will violate of breach, Of
default under, the terms Of provisions of its

otherwise constitute or give rise toa
ts or any material contract, commitment,

organiza jonal and gqvemance documen
instrument, notice, writ, injunction, order or decree of any court, agency of other
er obligation to which WS! is a party.

| authority of oth
e of BexariMet Default. WSI has no knowledge that any

govemmenta
) No Knowledd
of BexarMet's representations and warranties are untrue, incorrect of incomplete,
rm or provision of this Agreement.

or that BexarMet is in Default under any te

® No Default.

Third Party Encumbrance,

(h) Liens and Encumbrances. Except for the
osed on Schedule 3.1(h) and the liens and

the Permitted Encumbrances discl
encumbrances that will be released at or prior to Closing, the Acquired Assets
cumbrances of any other rights of

are free and clear of any and all liens and en

claims of any person.
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warmran

and complete in all materia| respects as of Closing, and such epresentationg
and warrantieg shall be deemed fémade at and ag of Closing, except with
fespect to the effect of transactiong Contemplated or Permmitted by this Agreement

3.2 wsi's Other Régresentations and Warrantjes WS hereby fepresents ang
ts to BexarMet the following:

€)] _Financia} Statements. Schedule 3.2(a) is 3 listing of financiaf

statements, information angd schedules covering sijx Business (inciuding, without

Business, i accordance with generally accepted accounting principles,
Consistently applied, except as disclosed in the footnotes to the financial
nts. :
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(e) Personal Property. WSl has Ownership of all tangible personal
property listed on Schedule 3.2(e)- The list of personal property attached hereto
as Schedule 32(e) is 2 full and complete list of all of the tangible personal
property, exclusive of Inventory, used in connection with the Business, and such
property constitutes all of the assets necessary for the operation of the Business.
All personal property listed on Schedule 3.2(e) is owned by WS! free and clear of
any claim whatsoever. WSI has delivered of will detiver at Closing all support,
maintenance, warranty and similar agreements related to such persona\ property.
To the best of WSl's knowledge, there are no latent defects in the personal
property listed on Schedule 3.2(e). With respect to the physicai condition, except
as herein expressly provided and except for warranty of title, the personal
property listed on Schedule 3.2(e) shall be transferred 0 BexarMet "AS-IS -
WHERE 18" To the best of WSl's knowledge, all water pipes and lines owned by
WSI or used by the Business are on property of easements owned by WSI that
are to be conveyed to BexarMet or in public rights of way-

Real Property. WSI has Ownership of all real property listed on
Schedule 3.2(f). The lists of real property attached hereto as Schedule 32(fisa
‘ full and complete list of all of the real property, including easements, exclusive O
Excluded Assets, used in connection with the Business, and such real property

constitutes all of the real property necessary for the conduct of the Business.
‘ t real property listed on Schedule 3.2(f) is owned by WSl free and clear of any
claim whatsoever, except the Permitted Encumbrances. To the best of WSl's
knowledge, there are nO latent defects in the improvements on and water pipes
‘ and lines in the real property listed on Schedule 3.2(f). With respect to the
physical condition, except as herein expressly provided and except for warranty

\ of title, any improvements on and water pipes and lines in the real property listed

H on Schedule 3.2(f) shall be transferred 0 BexarMet “AS-IS - WHERE 1S Al

! easements owned by WSt or used by the Business that are not recorded or
created by recorded plats aré listed on Schedule 3.2(f). There is a legal right of
ingress and egress t0 all real property listed on Schedule 3.2(H)-

Litigation. There presently exists no litigation, proceeding, action,
claim of investigation at faw or in equity pending of threatened which would,
individually or in the aggregate, have 2 material or adverse effect on the Water
Systems of which BexarMet does not have full knowledge. . WSI has no
knowledge of any facts or circumstances that would indicate that any claim not
heretofore disclosed 10 BexarMet that might give rise to litigation exists. WS! is
not subject to any notice, writ, injunction, order or decree of any court, agency of
other governmentai authority, which would materially of adversely affect the

‘ Water Systems of Business.
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(h) Contracts. The list of Contracts ang agreements identified on
Schedule 3.2(h) is a Complete and accurate list of g Contracts and agreements

;’\ Schedule 3.2(i) to employ the intellectya| Property [isteq as "licensed" on
; Schedule 3.2(i) in its conduct of the Business Subject only to the terms of any
" such agreements referred to in Schedule 3.2(i).

part have pajqg and discharged when due gz obligations ang liabilities arising
under ERISA and the Interna| Revenue Code of 1986, as amended (the "Code"
with respect to all Plang which, if unpaid might in the imposition of a lien against
any of the Acquired Assets. During the five-year period ending on Closing, ws|

has not made or been required to make any contributions to any "multi—employer

plan" (as defined in Section 3(37) of ERISA). wsj has complied in aj) material .
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of ERISA and Section 49808 of the Code.

(k) Permits. Schedule 3.2(k) is a full and complete list of the following:

A. Al United States, non-federal permits, approvals,
authorizations, licenses, consents, certifications of clearances held, used
or required in the conduct of the Business, identified by holder, including
those required by Environmental Requirements.

B. All United States federal permits, approvals,
authorizations, licenses, consents, certifications or clearances held, used
or required in the conduct of the Business, identified by holder, including
those required by Environmental Requirements, Texas Commission on
Environmental Quality (TCEQ) and the Edwards Aquifer Authority.

C. All other permits, approvals, authorizations, licenses,
consents, certifications, of clearances held, used or required in the
conduct of the Business, identified by holder, including those required by
Environmental Requirements.

D. WSl is not in Default under any permit, approval or
qualification listed on Schedule 3.2(K); and no permit, approval or
qualification other than those listed on Schedule 3.2(k) of any government
or govemmental unit, agency, board, body or instrumentality, whether
federal, state or focal, including those required by Environmental
Requirements, is necessary for the conduct of the Business as the same

has been and is being conducted.

) Compliance with Laws. wst is in all material respects in full

' compliance with all statutes, ordinances, codes, restrictions, regulations and other
govemmental requirements, including Environmental Requirements. At all times priof to

Closing, the conduct of WSI and the Business has been in all material respects in full

l compliance with all statutes, ordinances, codes, restrictions, regulations and other
govemmental requirements, including, without limitation, except as expressly set forth

on Schedule 3.2(). Notwithstanding WSl's belief in its good standing with regards to

' state and federal environmental, health and safety regulations, BexarMet shall be given
an unrestricted and unimpeded opportunity to make all inspections and tests of WSI

water systems and facilities BexarMet desires (BexarMet's expense and assumed risk)

prior to Closing. After Closing, BexarMet buys WSl's water systems and all components

l thereof "AS 1S, WHERE 15" without warranty (express or implied) without any future
obligation of responsibility of any kind for any reason by WSt or its owners. BexarMet
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shall assume any future responsibilities for the properties.

(m) Payment of Taxes: Tax Liens. All tax returns, declarations of
estimated tax and tax reports required to be filed by WSI have been filed in timely

prorated through the date of Closing on the Assets conveyed. In the event any
additional ad valorem taxes are imposed on the Property as a result of a change in use
by WSI prior to Closing (so-called "rollback taxes"), then WSI shall be responsible for
the payment thereof. In the event there is any change in use on or after the Closing

(n) No Material Events. The Business has been conducted only in the
ordinary and usual course since January 1, 2003, and no Material Events have occurred
since January 1, 2003.

(o) Ownership; Liens and Encumbrances. Except for the Pemitted
Encumbrances set forth on Schedule 3.1(h), the Acquired Assets, at the Closing, will be
owned by WSI free and clear of any and all liens and encumbrances whatsoever, and
any right of any party other than WSI. WSI has full right to use (and, after Closing,
BexarMet will have full right to use) the account numbers referred to in Schedule 3.2(0).
WSI has, and after the Closing BexarMet will have, good and marketable title to all of
the Acquired Assets free and clear of any liens, claims or encumbrances,

(p) Environmental Matters. Except as set forth on Schedule 3.2(p),
neither WSI nor, to the knowledge of WS, any other person, has generated, processed,
stored, transported, recycled, disposed of or otherwise handled any Hazardous
materials, as herein defined, in any manner that has resulted, or that couid result, in a
violation of Environmental Requirements or in a Hazardous Materials Contamination, as
herein defined on, beneath or about any of the premises used in the conduct of the
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Water Systems, of previously used in the conduct of the Water Systems, of in any
manner otherwise related to the operation of the Water Systems. In addition, except as
set forth on Schedule 3.2(p). WSI has no knowledge that any property adjoining the

- premises used in the conduct of the Water Systems, of previously used in the conduct

of the Water Systems, is being used, Of has ever previously been used, for the
generation, processing, storage, transport, recycling, disposal or other handling of any
Hazardous Materials. In addition, neither the premises presently used, nor any
premises previously used in the conduct of the Water Systems, nor, to the knowledge of
WSI, any adjacent premises, has ever been affected by any Hazardous Materials
Contamination, as herein defined. WSI has not received any notice from any
govemmentai authority or other person advising WSI thatitis potentially responsible for
response costs with respect to a release of threatened release of any Hazardous
Materials, and no investigation, administrative proceeding, consent order of agreement,
litigation of settlement with respect to Hazardous Materials orf Hazardous Materials
Contamination is anticipated or in existence, of to the knowledge of WSI, proposed Of
threatened with respect to the premises used in the conduct of the Water Systems, of in
any other manner otherwise related to the operation of the Water Systems, nor is such
property currently owned, nor to the knowledge of WS!, has the premises ever been on,
federal of statex“\Superfund“ or "Superlien” list. WSl has provided BexarMet with a copy
of any report resulting from any audits, studies of reviews performed with respect to any
environmental matter related to WS of the Water Systems, in the past ten years. S|
expressly agrees 1o supply BexarMet with historical and operational information
regarding the Water Systems, and any premises now or heretofore used in connection
with the Water Systems, as may be reasonably requested by BexarMet to facilitate any
site assessment of site review with respect to any environmental matter, and will make
available such personnei of WSI as BexarMet may reasonably request with respect to
any review of environmental matters in connection with the Water Systems or any
premises now or heretofore used in the conduct of the Water Systems. Any cost of
expenses associated with providing such assistance and personnel shall be borne by
WSI up to the time of Closing with a maximum total expenditure not to exceed the
$5000 earnest money. - Prior to Closing, BexarMet shall be given an unrestricted and
unimpeded opportunity to make all inspections and tests of WS water systems and
facilities BexarMet desires (BexarMet‘s expense and assumed risk). After Closing,
BexarMet buys WSl's water systems and all components thereof "AS 1S, WHERE i§"
without warranty (express or implied) without any future obligation or responsibility of
any kind for any reason by WSI of its owners. BexarMet shall assume any and all
future responsibilities for the properties. BexarMet shall assume all obligations of WSI
arising under CERCLA and other federal environmental law as a former landowner.

(q) Labor Relations; Collective Bargaining Agreements. There are nO
controversies pending of, to the knowledge of WS, threatened between WSI and its
employees. WSl is nota party to any collective pargaining of union contract and, to the
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employees of WSI.

() True and Complete Copies. Within ten (10) days from the Effective
Date, WSI will make available and deliver to BexarMet, true and Correct copies of a|
Section 2.2(f) and (9) items, all Section 2.4 and 2.5 contracts, obligations and
agreements, and make available all other contracts, agreements and documents
referred to in this Agreement or related to the Water Systems, together with all
modification thereof and amendments thereto, and all business books and records,
including without limitation all financial, operating, inventory, legal, personnel, payroll,
customer lists, accounts and records, supplier lists and records, and all sales and
promotional literature, correspondence and files of WSI with respect to the Business.

(s) Insurance. Schedule 3.2(s) contains a list of the policies and contracts
(including insurer, named insured, type of Coverage, limits of insurance, required
deductibles or co-payments, annual premiums and expiration date) for fire, casualty,
liability and other forms of insurance maintained by, or for the benefit of, WSI. All such
policies are in full force af effect and are adequate for the business. WSI has not

(t) Safety Requirements. The operation of the Water Systems is
presently in all material respects in full compliance with, and has at all times prior to the
date hereof been in all material respects, in full compliance with, all job safety
requirements applicable thereto, including, without limitation, any and all requirements
of the Occupational Safety and Health Act of 1970, as amended, and any other
requirements of any governmental authority with respect to the health or safety of
workers. WSI has not received any notice of any failure to comply with any such law,
order, rule, or regulation, nor is any such complaint pending or threatened from any
other party. WSI has provided BexarMet with a copy of any report resulting from any
audit, study or review performed with respect to health or safety or health, nor is WS
aware of any fact or circumstance which would give rise to any such claim

(u) Customer Deposits. WSI shall refund all customer deposits with
accrued statutory interest on or before the Closing Date. No customer deposit

bmwd\wsi
October 7, 2003
Page 15




obligations shall pass to BexarMet.

3.3 BexarMet's epresentations and Warranties. BexarMet hereby represents
and warrants to the following:

(a) Organization and Existence. BexarMet is a political subdivision of the
State of Texas duly organized, validly existing and in good standing under the laws of

the State of Texas.

(b) Power and Authority. BexarMet has full corporate power and authority
under its enabling act and the general taws of the State of Texas to execute, deliver and

perform this Agreement.

(c) Authorization. The execution, delivery and performance of this

Agreement have been duly authorized by all requisite corporate actions on the part of
BexarMet.

(d) Binding Effect. This Agreement is a valid, binding and legal obligation
of BexarMet, enforceable against Be\xarMet in accordance with the terms hereof. :

(e) No Default. Neither the execution and delivery of this Agreement not
BexarMet's full performance of its obligations hereunder will violate or breach, of
otherwise constitute or give rise to a Defauit under, the terms of provisions of the Texas
laws to which BexarMet is subject or any material contract, commitment, instrument,
notice, writ, injunction, order or decree of any court, agency or other govemmental
authority or other obligation to which BexarMet is a party.

Finders. BexarMet has not engaged and is not directly or indirectly
obligated to any one acting as @ broker, as a finder of in any other similar capacity in
connection with BexarlMet's purchase of the Acquired Assets, or any other transaction

contemplated by this Agreement.

e

of WSl's representations and warranties are untrue, incorrect of incomplete, or that WSI
is in Default under any term or provision of this Agreement.

(g) No Knowledge of wsl! Default. BexarMet has no knowledge that any

(h) Consents. No consent, approval, authorization or order of any court,
agency or any other person is required in order to permit BexarMet to consummate the
transactions contemplated by this Agreement, except those which have been or will be

obtained prior to Closing.

@ Representations and Warranties True and Complete. All
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representations and warranties of BexarMet in this Agreement are true, accurate and
complete in all material respects as of the date hereof and will be true, accurate and
complete in all material respects as of the Closing (as if such representations and
warranties were made anew as of the Closing, except with respect to the effect of the
transactions contemplated or permitted by this Agreement).

3.4 Disclaimer. Except as set forth in this Article 3, no party has made any
further representation or warranty, either express or implied, concerning the subject
matter of this Agreement and no party has relied on any such further representation or

warranty.

3.5 Survival. The respective covenants, representations and warranties of WS
and BexarMet contained in this Agreement will survive the execution and delivery of this
Agreement and the Closing.

ARTICLE 4.
ACTIONS BEFORE CLOSING

4.1 Access. During the Section 4.6 Review Period and thereafter through the
Closing, WSI covenants to BexarMet that WSI will afford duly authorized
representatives of BexarMet, at no cost to BékarMet, free and full access to, and the
right to copy, during normal business hours, all of the assets, properties, maps, plats,
surveys, as-built surveys, drawings, maintenance records, leaks and breakage records,
studies, analysis, projections, other books, records, water pumping/production history,
well data, and to the personnel, accountants, attorneys, customers, clients, cantractors,
and suppliers of the Water Systems. WS| specifically covenants that WS will permit, at
BexarMet's cost, duly authorized representatives of BexarMet to conduct such tests of
the assets, including evaluation of compliance with environmental laws, as BexarMet
may request, provided that any such tests are performed in such a manner as will not
disrupt the operation of the Water Systems and, in the event of damage or injury
resulting from any such tests, BexarMet will place any damaged property in
substantially the same condition as it was in prior to the conduct of such fests and, to
the extent it legally may, indemnify and hold WSI harmless from any personal injury or
death that is not the result of WSI's negligence or willful misconduct. In addition, WS
will permit such representatives to make abstracts from, or take copies of, such books,
records or other documentations, or to obtain temporary possession of, any thereof as
may be reasonably required by BexarMet, and WS! will furnish to BexarMet such
information concerning the Business and its assets, liabilities or condition as BexarMet

may reasonably request.

4.2 Interim Conduct of the Business. WSI hereby covenants to BexarMet that,
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from the date hereof to the Closing, WSI will conduct the business and operation of the
Water Systems only in the ordinary and usual course, consistent with past practices,
subject to BexarMet's approval of certain transactions pursuant to Section 4.3 hereof.
Without limiting the generality of the foregoing, WSI hereby covenants to BexarMet that,

insofar as the business of the Water Systems is concerned, WSI will use its best efforts
to:
(a) preserve substantially intact the Water Systems' relationships with
suppliers, customers, employees, creditors and others having business dealings
with the Business;

(b) maintain in full force and effect, its existing policies of insurance listed
on Schedule 3.2(s);

(c) maintain its properties, machinery and equipment in good operating
condition and repair;

(d) maintain all intellectual Property to be included as part of the Acquired
Assets in substantially the same standing as exists on the date hereof and
continue the prosecution of all applications therefore;

(e) continue performance in the ordinary?;ourse of its obligations under
contracts, commitments oOf other obligations to be included as part of the

Acquired Assets; and

(f) permit employees Of other representative is of BexarMet to participate
and consult with WSl's employees in the performance of their jobs for a period or
not less than fwo weeks prior to the Closing Date, provided that any such
participation will be performed in such a manner as will not disrupt the operation
of the Business, and BexarMet will be responsible for the wages of BexarMet's

employees and representatives.

4.3 BexarMet's Approval of Certain Transactions. WSI hereby covenants to
BexarMet that, except as may otherwise be required under this Agreement, from date
hereof to the Closing, insofar as the Business is concerned, WSI will not do any of the

following without the prior written consent of BexarMet.
(a) permit any Encumbrances against any of the Acquired Assets;

(b) accelerate or delay the sale of Water except as may be necessary in
the ordinary coursé of business,
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(c) enter into any transaction, contract or commitment outside of the
ordinary course of business, waive any right, cancel any debt or claim or
voluntarily suffer any extraordinary loss; or

(d) sell, assign, transfer, license or convey any of the intellectual Property
to be included as part of the Acquired Assets. ‘

4.4 Consent to Assignment. WSI hereby covenants to BexarMet that, at least
ten business days prior to the Closing, WSI will obtain the consents, approvals or
novations (or acceptable effective waivers thereof) of assignment from those persons
whose consents or approvals are required for the assignment of WSlI's rights as
contemplated by this Agreement, and WSI represents that the only consents, approvals
or novations required are those required under those contracts, leases, licenses,
permits, approvals and other items identified with a triple asterisk (***) in Schedule
3.2(h) and those consents listed on Schedule 3.1(i). WSI further covenants to BexarMet
that, between the date hereof and the Closing, WSI will obtain the consents, approvals
or novations (or acceptable effective waivers thereof) of all persons who are required to
consent to or approve the assignment of WSI's rights under contracts, leases, licenses,
permits, approvals and the similar items constituting part of the Acquired Assets,
including without limitation, the CCN. Any and all consents, approvals, novations or
waivers shall be in writing, signed by the person entitled to consent or approval, and
shall be delivered to BexarMet at least ten business days prior to the Closing. Failure of
WSI to obtain, after good faith attempts, all consents, approvals and novations
described or referred in this Section 4.4 shall not give rise to monetary damages against
WSI, but shall entitle BexarMet to terminate this Agreement without any liability
whatsoever to WSI.

4.5 Title Commitment. Within thirty (30) days of the date of this Agreement,
BexarMet shall obtain, at WSI's cost, (a) a title commitment issued by Stewart Title
Company, 2961 Mossrock, San Antonio, Bexar County, Texas (the "Title Company")
through West & West, Attorneys, covering all real property and easements (other than
easements created by recorded plats) included in the Acquired Assets and all other
property covered by and included in the as built drawings of the Water Systems and
legible copies of all documents forming the basis for any exceptions noted therein
(including, but not limited to, copies of all recorded plats affecting any of such real
property) (the "Title Commitment") and (b) surveys (the "Survey") of all real property and
easements (other than easements created by recorded plats) included in the Acquired
Assets, which surveys shall meet the requirements described in Schedule 4.5(b). ltis
further provided, and agreed by the parties, that any surveys deemed required by the
Engineer for BexarMet shall be paid for on the following formula; WSI agrees to bear
one-third (1/3) of any survey costs, which one-third (1/3) shall be deducted from WSI's
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Closing settiement proceeds for surveys for water well sites and fee simple property owned
by WSl tobe conveyed in this sale. BexarMet agrees to bear two-thirds (2/3) of any survey
costs, which shall be paid at time of Closing for surveys for water well sites and fee simple
property owned by WSl to be conveyed in this sale. WS shall not be billed and shall not
pay the surveying cost for any easements that BexarMet desires to have surveyed prior to
Closing. Parties to this transaction shall ensure that survey costs for water well sites and
transferred fee simple properties are invoiced prior to time of Closing and said invoices are
furnished to the Title Company for payment in connection with Closing this transaction.

4.6 Review Period. BexarMet shall have until eleven (11) days before Closing (the
"Review Period") from receipt of the last of the Survey and Title Commitment for BexarMet
and BexarMet's agents, consultants and representatives of BexarMet's financing sources
to have access to the Acquired Assets, t0 inspect any available plans, surveys, permits,
environmental studies, financial statements, operating statements, books, records, leases,
contracts and other documents and information pertainingto the Acquired Assets, together
with copies of the instruments referred to therein, and survey described above, including
the things mentioned in Section 4.1, to review those documents and information and the
Title Commitment, Survey and instruments, to object to any matier therein, to study the
Acquired Assets, review BexarMet's utilization plan, to determine in BexarMet's sole
discretion, whether the Acquired Assets are suitable for BexarMet's intended use and other
purposes. BexarMet shall have the right of investigation and inspection of the Acquired
Assets to determine, in BexarMet's sole opinion, whether or not the Acquired-Assets and
every aspect thereof are suitable for BexarMet's intended use and otherwise acceptable
to BexarMet. By way of example, such Review Period shall allow BexarMet to determine
the availability of utilities, capacity of wells, working order of machinery and equipment,
condition of mains, access to and from the Real Property a partof the Acquired Assets, soil
and subsoil conditions, drainage, any environmental condition or hazards on or about the
Real Property a part of the Acquired Assets, and such other matters as BexarMet, in
BexarMet's sole discretion, may desire to investigate. BexarMet and BexarMet's agent
shall have the right of access to the Acquired Assets for the purpose of conducting such
investigations and inspections during the Review Period. BexarMet shall not cause of
permit damage or injury to be done to the Acquired Assets and BexarMet shall repair any
damage or injury to the Acquired Assets resulting from BexarMet's investigation and
inspection of the Acquired Assets. BexarMet shall indemnify and hold harmless WS! on
account of any claims, causes of action, damages and expenses (including attorney's fees)
arising out of or relating to the acts of BexarMet, BexarMet's agents and employees under
the provisions of this paragraph. BexarMet may, but shall not be required to, deliver
objections, and request to cure, matters discovered during the Review Period that are
unacceptable to BexarMet. If BexarMet determines in BexarMet's sole judgment and
discretion, that the Acquired Assets are not suitable for BexarMet's intended use, or the
Acquired Assets are otherwise not acceptable to BexarMet for any reason whatsoever,
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BexarMet shall give WSI and Escrow Agent, and WSI and Escrow Agent shall have
actually received, written notice of such non-suitability on or before the end of the Review
Period which will cause an automatic termination of this Contract. Upon receipt of such
written notice, Escrow Agent shall immediately refund the Earest Money to BexarMet, and
BexarMet, WSI and Escrow Agent shall thereupon be released from all further obligations
under this Contract. If BexarMet does not send such written notice to WSI and Escrow
Agent, then it shall be conclusively deemed that the condition of the Acquired Assets are
acceptable to BexarMet, that the exceptions to title as disclosed in the Title Commitment
and the Survey are acceptable to BexarMet (such exceptions being herein referred to as
"Permitted Encumbrances”) and that BexarMet has waived its right to terminate the
Contract under this paragraph. BexarMet's indemnity of WSI set forth in this paragraph
shall survive the termination of this Contract.

4.7 Schedule Updates. WSI shall update by amendment or supplement each of
the Schedules referred to herein and any other disclosure in writing from WSI required by
this Agreement to be disclosed in writing by WSI to BexarMet promptly upon any change
in the information set forth in such Schedules or other disclosures; provided that, unless
otherwise required by BexarMet, WS| shall only be required to update Schedules 3.2(a),
(c), (e) and (f) at Closing. WSI hereby represents and warrants that such Schedules and
such written disclosures, as so amended or supplemented, shall be true, correct and
complete as of the date or dates thereof and at the date of the closing involving the subject
matter of said Schedules; provided, however, that the inclusion of any information in any
such amendment or supplement, not included in the original Schedule or other disclosure
at or prior to the date of this Agreement, shall not limit or impair the right that BexarMet
might otherwise have respecting the representations and warranties of WSI contained in
this Agreement. WS further covenants that any update in the Schedules shall not show
a material adverse change in the value of the inventory or personal property reflected
therein.

4.8 Physical Inventory. No physical inventory of the Inventory is necessary, since
Inventory is an Excluded Asset.

4.9 Easements. If any unrecorded easements are on real property owned by
WSL, or any Affiliate of WSI, WSI shall cause such entity to record such easement in the
real property records of the appropriate county. If such unrecorded easements are not on
real property owned by WSI, or any Affiliate of WS, either (a) WSI shall cause the owners
of such real property to record such easements in the real property records of such
county, or (b) if WSI is unsuccessful in having all such easements recorded, the
component of the Purchase Price specified in Section 2.6(a) shall be reduced by an
amount to be negotiated in good faith by the parties equal to the estimated costs and
expenses of BexarMet in condemning easements to such real property, including,
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certificates and instruments required to be delivered by WSI under the terms of
this Agreement, including, without limitation, the documents described or referred
to in Section 6.4;

(c) All corporate and other proceedings or actions to be taken by WS in
connection with the transaction contemplated by this Agreement, and all
documents incidental thereto, shall be satisfactory in form and substance to
BexarMet;

(d) WSI shall have obtained all of the consents, approvals, and novations
or effective waivers thereof, which WS is required to obtain under the terms of
this Agreement, at no cost or expense to BexarMet:

(e) There shall not have been issued and in effect any injunction or similar ‘
legal order prohibiting or restraining consummation of any of the transactions
herein contemplated and no legal action or governmental investigation which
might reasonably be expected to result in any such injunction or order shall be

pending or threatened;

available, shall be borne by WSI up to the time of Closing with a maximum total

expenditure not to exceed the $5000 earnest money. . In the event the resuits

of the test indicate the presence of Hazardous Materials Contamination,

BexarMet shall have the option of the reducing the ales price by $20,000 closing

the sale and accepting the WSI water systems and all transferreqd properties in

their then 'AS IS, WHERE IS" condition. In the alternative, BexarMet may retain '
the $5000 earnest money and cancel this Agreement.

f (9) The successful obtaining of written notification from the TCEQ that the .
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parties are authorized to close the respective sales without @ hearing or further
hearing pursuant to Water Code §13.301(a).

(h) Cure of any timely-made title or survey objections, as described in
Section 4.6,

iy The Acquired Assets shall not have suffered any destruction or
damage of otherwise, by fire, explosion of other casualty of any taking by
eminent domain, or if such destruction of damage or taking by eminent domain
shall have occurred, WS shall have failed to deliver all of the insurance or
condemnation proceeds received in connection with such destruction or damage -
or taking by eminent domain to BexarMet and, if such proceeds are insufficient to
lace any damaged asset back to its condition priof to such damage or to replace

any destroyed asset, WSI shall have failed to deliver an amount equal to such
insufficiency 1o BexarMet; and

The updates in the financial statements’ of WS! pursuant to Section
4.10 shall not show a material adverse change in the financial condition of the

\Water Systems.

K) Final approval and ratification hereof by BexarMet's Board of Directors
and of BexarMet's Manager's execution hereof, which shall oceur within thirty

(30) days of the Effective Date.

5.2 Conditions to WSl's Obligation. The obligation of WSl to consummate the
transactions contemplated by this Agreement is subject to the satisfaction of the

following conditions at of pefore the Closing:

a) The representations and warranties of BexarMet contained in this
Agreement shall be true, accurate, and complete in all material respects as of the
date hereof and as of the Closing (as if such representations and warranties
have been made anew as of the Closing, except with respect to the effect of
transactions contemplated of permitted by this Agreement); provided, however,
in the event the rights of BexarMet hereunder have been assigned pursuant to
Section 11.7 hereof, the representations of BexarMet hereunder shall be true,
accurate and complete with respect to such assignee only from and after the

date of such assignment;

(b) BexarMet shall have performed and complied with all agreements.
covenants and conditions required by this Agreement to be performed or
satisfied by BexarMet, and BexarMet shall have delivered all documents,
certificates and instruments required 10 pe delivered by BexarMet under the
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terms of this Agreement, including, without limitation, the documents referred to
in Section 6.3;

(c) BexarMet shall have taken all corporate and other actions to be taken
by BexarMet in connection with the transactions contemplated by this
Agreement;

(d) BexarMet shall have obtained all of the consents, approvals, and
novations, or effective waivers thereof, which BexarMet is required to obtain
under the terms of this Agreement; and

ARTICLE 6.
CLOSING

6.1 The Closing. For purposes of this Agreement, the term "Closing" means the
time at which the transactions contemplated hereby will be consummated under 6.2
below after satisfaction or waiver of the conditions set forth in Article 5 of this
Agreement.

parties are authorized to complete the Closing without hearing pursuant to Code
13.301(d), unless a Saturday, Sunday or legal holiday, in which event such Escrow
Closing shall occur on the following Monday (the “Closing Date"). The Closing shall
take place at the offices of West & West, Attorneys, 2929 Mossrock #204, San Antonio;

occurred one hundred fifty (1 50) days from the Effective Date hereof, unless otherwise
extended by the parties in writing.

Notwithstanding the traditional BexarMet closing date for water systems acquisition set
forth in the preceding paragraph, the parties acknowledge that they will endeavor to
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6.4 WSI's Obligations. At the Closing, WSI, at its expense (except as specified

below) shall deliver to BexarMet the following:

(é) ownership and possession of and to the Acquired Assets as herein
contemplated;

(b)  executed Escrow Agreement;

() executed bills of sale, assignments, general warranty deeds,
transfers of water rights, certificates of titte for motor vehicles (if any), and such
other instruments satisfactory in form and substance to BexarMet pursuant to
which WS shall convey the Acquired Assets to BexarMet;

(d) certificate as to the existence of W8I (as of the date not earlier than
ten days prior to the Closing) in the State of Texas;

(e) evidence satisfactory to BexarMet that the Assets are free and
clear of any security interests, recorded liens of encumbrances, other than those
to be paid at Closing (including, without limitation, UCC searches dated not more
than 10 days prior to the date of Closing);

() resolutions of the Board of WS evidencing the authorization of the
execution, delivery and performance of this Agreement by WSI and the
consummation of the transactions contemplated hereby, certified by the
secretary or assistant secretary of the Board of WSI;

: (@ acertificate dated as of the Closing Date as to the incumbency and
signatures of officers of the Board of WSI;

(h)  a certificate dated as of the Closing Date and signed by the
President or a Vice President and a Secretary of Assistant Secretary of WS| that
(i) evidences the execution and delivery of this Agreement by WSI; and (ii)
verifies the continuing accuracy of WSl's representations and warranties
contained in this Agreement, both as of the date of this Agreement and as of the
Closing (as if such representations and warranties had been made anew as of
the Closing, except with respect to the effect of transactions contemplated or
permitted by this Agreement and with respect to the effect of passage of time
upon dated material) as provided in this Agreement;

() title policy in the amount of $280,860.00, insuring title to all real
property and easements showing no liens and no other exceptions other than
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ARTICLE 8.
EMPLOYEES AND EMPLOYEE BENEFITS

8.1  Employment. BexarMet assumes no obligation to hire any of WSl's
employees.

8.2 Employee Benefit Plans. BexarMet shal| not assume or become liable for

——

any and all liabilities which arise out of or relate to employee benefit plans (as defined in
Section 3(3) of ERISA) maintained by or contributed to by WSI.

8.3 Accrued Vacation. WSI hereby acknowledges that ajf obligations of WSJ to
employees of the Water Systems for accrued vacation is and will remain the obligation

of WSI, and BexarMet will not have any obligation to make any payment to employees
even if hired by BexarMet after the Closing Date with respect to any vacation pay
entitlement. WsJ hereby covenants and agrees to indemnify, defend and hold harmless
BexarMet from and against any liability, loss, cost or €Xxpense with respect to any failure
to pay any vacation pay entitlement to employees of the Water Systems who become
employees of BexarMet at the Closing Date.
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from and against any liability, loss, cost or expense with respect to any failure to provide
verage under group health plans to employees of the Water Systems

continuation cO
who cease to pe employees of WS effective on or prior to Closing.

ARTICLE 9.

lNDEMNlFlCATlON

| 9.1 indemnification of WSl To the extent it legally may. after Closing, BexarMet
will indemnify, defend and hold WSI harmless from and against any and all liabilities,
damages, losses. claims, costs and expenses (including reasonable attorneys' fees)
or resulting from (a) any misrepresentat‘ron or breach of warranty
BexarMet; BexarMet's failure to pay of satisfy or cause to be paid of satisfied any of the
Assumed Liabilities when due and payable which constitute legal obligations; provided,
however, BexarMet shall be entitled to contest in good faith any such liability, (c)
ther material obligations of covenants
the foregoing,

nonperformance after the Closing Date of any O
on the part of BexarMet under this Agreement; and (d) without limiting
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in connection with conduct of the Water Systems after Closing.

9.2 Indemnification of BexarMet. In addition to, and without limiting the other
indemnification obligations of WSI set forth in this Agreement, WSI will indemnify,

following:

(i) Liabilities or obligations incurred by WSl in its conduct of the business
of the Water Systems which are not assumed by BexarMet pursuant to the
terms hereof, and any liabilities which are not accrued on the books of WSI as of
Closings

(iii) Liabilities or obligations arising out of, resulting from or relating to
claims, whether founded upon negligence, breach of warranty, strict liability in
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) Liabilities of obligations in whole or part arising out of, resulting from,
or relating 1o any tort, preach of contract of warranty, violation of any statute,
ordinance, regulation of other governmental requirement in connection with the
use and ownership of the Acquired Assets of the Water Systems, prior to Closing
or in connec jon with conduct of the business of the Water Systems prior to

Closing.

(vi) Liabilities and obligations arising out of, resulting from of relating to
claims of infringement of other misappropriation of the intellectual property rights
of other persons with respect to any Intellectual Property rights purporte to be
conveyed to BexarMet under the terms hereof;

(vii) Liabilities and obligations arising out of, resulting from of relating to,
empioyment and/or claims by employees of WS|, whether of not they becomeé
l employees of BexarMet, including any claim by employees terminated by wsl
with respect to whom termination of their employment was undertaken in

viotation of Worker Adjustment and Retraining Notification Act (WARN) of any
I ' regulations issued Of promuigated thereunder, including claims that such

violation occurred.as a result of the cumulative effectof @ series of empioyment

actions taken by WSI and BexarMet; and

! (viii) Liabilities and obligations arising out of, resulting from, of relating to
the operation of a System prior to the Closing Date of the Water Systems or the
condition on the Closing Date of any premises upon which the System is
presentiy located or any premises on which the \Water Systems were previousiy
, located, or as @ direct of indirect result of the presence on or under, of the
” escape, seepade, leakage. spillage, discharge, emission Of release from any
such premises prior t0 the Closing Date of any Hazardous Materials of any
Hazardous Materials Contamination or wh i

environmentai condition of the premises on the Closing Date or the app\icabi\ity

or violation of any governmenta\ jaw, order, rule or regulation relating 1o
Hazardous Materials (including without limitation, the Comprehensive
Environmentai Response, Compensation and Liability Act of 1980, as amended
or federal, tate or local so-called "Superfund“ or "Super\ien“ laws, statutes.

regardless of whether of not any site review is conducted by gexarMet pefore Of
after Closing.

This indemniﬁcation shall expressly survive Closing.
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six-month period) to the indemnifying party of a request for reimbursement setting forth
in reasonable detail such costs and expenses to be reimbursed.

ARTICLE 10.
AMENDMENT, WAIVER, BREACH AND TERMINATION

10.1 Amendment. This Agreement may be amended at any time prior to the
Closing only by written instrument executed by all of the parties hereto.

10.2 Waiver. Either party may, at any time, waive compliance by the other of
any covenants or conditions contajned in this Agreement but only by written instrument
executed by the party waiving such compliance. No such waiver, however, shall be
deemed to constitute the waiver_of any such covenant or condition in any other

circumstance or the waiver of any other covenant or condition.

this Agreement, without the necessity of showing actual or threatened harm and without
being required to furnish a bond or other security. In the event of g breach of this
Agreement by BexarMet, WSI's exclusive remedy shall be the recovery of WSl's
reasonable damages and out-of-pocket expenses incurred in connection with this
Agreement solely from and not to exceed the amount of the Earnest Money, and the
recovery of any damages under Section 4.1.

10.4 Temmination. In addition to any right of termination herein provided, this
Agreement may be terminated at any time prior to the Closing, but only by written
instrument signed by both parties.

ARTICLE 11.
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