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CFC--001 RE: Merger Agreement

For the Agreement and Plan of Merger executed on December 21, 2010 by Western Water
Holdings, LLC (“Western Water Holdings™), PWC Merger Sub, Inc., Park Water Company
(“Park™), Henry H. Wheeler, Jr. (“Wheeler™) and Park shareholders (the “Merger Agreement™),
please provide the following information:

a. All exhibits to the Merger Agreement, including but not limited to the following:

i. Exhibit A. Guarantee by Carlyle Infrastructure Partners, L.P. (“Carlyle Infrastructure™)
in favor of Park.

i1. Exhibit F-1. Persons who will be offered employment agreements.

iii. Exhibit F-2. Form of employment agreement.

iv. Exhibit F-3. Wheeler employment agreements.

v. Exhibit F-4. Consulting agreement with Wheeler.

b. All disclosure schedules o the Merger Agreement.

RESPONSE: Please see Attachment CFC-001(a) and Attachment CFC-001(b) on the
attached CD.



CFC-002 RE: Carlyle Infrastructure corporate information
For Carlyle Infrastructure, please provide the following documents:

Carlyle Infrastructure Private Placement Memorandum and any related supplements.
Carlyle Infrastructure Main Fund Composite Limited Partnership Agreement.
Carlyle Infrastructure most recent audited financial statements.

. Any other document describing the investment goals and strategies of Carlyle
nirastructure.

pe o

)

RESPONSE: Please see the Carlyle responses to PSC-014(a) and MCC-001.



CFC-003 RE: CIP Western Water corporate information

For Carlyle Infrastructure Partners Western Water, LP (“CIP Western Water”), please
provide the following documents:

a. CIP Western Water Limited Partnership Agreement

b. CIP Western Water Private Placement Memorandum and any related supplements
c. CIP Western Water most recent audited financial statements.

d. Any other document describing the investment goals and strategies of CIP Western
Water.

RESPONSE:

a. The requested information is confidential and trade secret. On May 27,2011 Carlyle
filed a Motion for Protective Order. Once the Commission has granted the proposed
Protective Order Carlyle will supplement this response with the requested information.
b. No such document exists.

¢. No such document exists to date, as CIP Western Water is a new entity formed by
Carlyle that will be funded with equity immediate prior {o financial close.

d. No such document exists.



CFC—-004 RE: Investment goals and strategies of Carlyle Infrastructure and CIP Western
Water
Witness: Dove

a. What do the respective private placement memoranda and limited partnership agreements
for Carlyle Infrastructure and CIP Western Water say about investment goals and strategies
for the investments managed by each entity?

b. What do the respective private placement memoranda and limited partnership agreements
for Carlyle Infrastructure and CIP Western Water say about predicted buy point, sell point
and cash flow of investments?

RESPONSE:

a. Refer to the response to question CFC — 002 (a) for information pertaining to Carlyle
Infrastructure. The CIP Western Water limited partnership agreement does not set out the
investment goals and strategies for CIP Western Water, and no private placement
memorandum exists for this entity.

b. Refer to the response to question CFC — 002 (a) for information pertaining to Carlyle
Infrastructure. The CIP Western Water limited partnership agreement does not set out the
projected investment holding period for CIP Western Water, and no private placement
memorandum exists for this entity.



CFC-005 RE: Corporate life of Carlyle Infrastructure, CIP Western Water and Western
Water Holdings

a. Please disclose and explain whether any of Carlyle Infrastructure, CIP Western Water,
and Western Water Holdings is a limited life entity.

b. If so, please disclose and explain the plan of disposition of any assets held by any of the
three entities at the time of expiration of the entity, including how the disposition of Park and
its subsidiary, Mountain Water Company (“Mountain Water””) would be accomplished if the
Merger is completed.

RESPONSE:

a. Neither of Western Water Holdings or CIP Western Water are limited life entities.
Carlyle Infrastructure is a limited life entity. Carlyle Infrastructure is a limited life entity and
is scheduled to expire on September 28, 2019, although under the provisions of Section 2.7
of the LPA that date may be extended for another two years.

b. Section 9 of the LPA provides that investments remaining in the fund upon termination
are to be disposed of in an orderly manner through a dissolution sale (or distribution to
limited partners), although no time frame for this sale or distribution is noted. Subject to
restrictions imposed by applicable law and receipt of any necessary consents, in theory it is
possible that a yet to be formed successor fund to Carlyle Infrastructure or another
investment fund advised by Carlyle may be able to acquire Carlyle Infrastructure’s interest in
Park, thereby extending the potential holding period beyond the limited life described above.



CFC-006 RE: Regulatory compliance
Witness: Dove

a. Please disclose any violation or notice of violation of federal, state, or local law or
regulation and any judgments related to Carlyle Infrastructure’s or any of its subsidiaries’
portfolio companies since its inception.

b. To the extent Carlyle Infrastructure’s or any of its subsidiaries’ portfolios include other
state or federally-regulated utilities, please disclose and explain whether there have been any
violations or notices of violations or whether there are pending proceedings related to
violations of applicable state or federal laws or regulations.

c. To the extent not covered in sections requests (2) and (b) above, please disclose and
explain whether there have been any violations, notices of violations, or judgments against
Carlyle Infrastructure or any of its subsidiaries related to environmental matters.

RESPONSE:

a. Carlyle is not aware of any material violations of federal, state or local laws by Carlyle
Infrastructure or any of its portfolio companies. One of Carlyle Infrastructure’s portfolio
companies, Synagro Technologies, engages in the treatment and beneficial reuse of organic
residuals, mostly from municipal wastewater treatment facilities, and is occasionally assessed
with environmental notices of violations (“NOVs™). These NOVs are typically minor in
nature, however the company has made a significant effort to reduce the number of NOV's
that 1t receives. To the extent that you may wish to review the NOV's assessed to this
company, an in-person appointment can be arranged at the company’s corporate headquarters
in Houston, TX.

b. Carlyle Infrastructure does not, directly or indirectly, own any other state or federally-
regulated utilities.

c. Please refer to Carlyle’s response to CFC — 006 (a).



CFC-007 RE: Carlyle Infrastructure Management Experience
Witness: Dove

a. Please explain the background and experience of each of the members of the Carlyle
Infrastructure, CIP Western Water, and Western Water Holdings management teams,
specifically related to managing, owning, and/or operating a regulated water utility.

b. Please disclose and explain Mr. Dove’s background and experience with the Bechtel
Group referenced in his testimony filed on May 6, 2011 at p.2, lines 3-4, leading “a team of
professional [sic] making investments in infrastructure projects that were built by Bechtel,”
including but not limited fo any involvement Mr. Dove had in managing or overseeing or
working in any way on investments in waiter utilities either through Bechtel or any
subsidiaries or affiliated entities of Bechtel.

¢. Please disclose and explain whether any past or current infrastructure projects managed
by Mr. Dove either in his position with Carlyle Infrastructures or its subsidiaries, Bechtel, or
related positions have been subject to any federal, state, or local law or regulation.

RESPONSE:

a. Carlyle Infrastructure has not previously owned a water utility company. Robert
Dove, a Carlyle Managing Director and President of Western Water, has prior experience in
providing strategic direction and oversight to International Water, a multi-national provider
of water and wastewater services, through membership on its board of directors during the
years 2000 through 2006.

b. . Seeresponse to CFC — 007 (a).
c. Robert Dove served as a member of the board of directors of International Walter.

International Water owned a number of water concessions all of which were outside of the
United States and were subject to the local laws and regulations of the domiciled country.



CFC-008 RE: Long-term plans of Carlyle Infrastructure for ownership of Park
and Mountain Water
Witness: Dove

Please explain more specifically Carlyle Infrastructure’s intention to “become a long-term
contributing member of the Missoula community” as stated on p. 4, line 9 of Mr. Dove’s
Testimony, including but not limited to the following information:

a. What is the length of time that each of Carlyle Infrastructure and CIP Western Water
typically holds an investment?

b. What do the private placement memoranda or any other document provided to investors
of cach of Carlyle Infrastructure and CIP Western Water say about the length of time that
investments will be held?

¢. What do the private placement memoranda or any other document provided to investors
of both Carlyle Infrastructure and CIP Western Water say about an exit strategy or potential
acquisition targets for asset disposition?

d. Would Carlyle Infrastructure consider entering into a binding agreement with the City of
Missoula to transfer Mountain Water to the City once Carlyle Infrastructure and CIP Western
Water have achieved their investment objectives?

RESPONSE:

Carlyle intends to become a long-term contributing member of the Missoula community.
Upon owning Park Water, Carlyle will be interested in working cooperatively with
stakeholders and finding mutually satisfactory solutions to issues in the community.

a. Carlyle Infrastructure was formed in 2006 and has not yet sold any of its
investment holdings. As such, a typical hold period has not yet been established. CIP
Western Water was created in 2010 solely for the purpose of acquiring Park Water, To date,
CIP Western Water has never owned any investment holdings, and therefore a typical hold
period has not yet been established.

b. Refer to the response to CFC — 002 (a).
C. Refer to the response to CFC — 002 (a).

d. Carlyle Infrastructare will consider a variety of sale options when it is ready to
exit its investment in Park. Because the proposed acquisition of Park has not yet closed, and
because Carlyle Infrastructure intends to be a long-term holder of Park and its subsidiaries,
we have not yet come to a determination of our preferred exit strategy. Having said that,
upon owning Park Water, Carlyle will honor the August 14, 1997, letter from Mr. Arvid M.
Hiller to then City of Missoula Mayor Kadas.



CFC-009 RE: Communication with Missoula stakeholders
Witness: Dove

Please specifically explain how Carlyle Infrastructure intends to communicate with and
engage stakeholders in the Missoula community as stated in Mr. Dove’s testimony.

RESPONSE: Carlyle intends to become a long-term contributing member of the Missoula
community. Upon owning Park Water, Carlyle will be interested in working cooperatively with
stakeholders and finding mutually satisfactory solutions to issues in the community. To begin
those discussions, if the acquisition is approved, Carlyle intends to work with the current
Mountain Water management team to set up meetings with each of the key stakeholders in
Helena and in the Missoula community to jointly develop sirategies for how best to ensure that
Mountain Water is communicating with and engaging each of the different stakeholdersina
timely and appropriate manner.

Carlyle’s approach is to be proactive in contacting and meeting with groups that have an
interest in the subject matter of its portfolio companies so we would intend to increase the
amount of outreach we have already started in Missoula and to continue to build on those efforts.
Carlyle has already met with representatives from state and local governments, the University of
Montana, the Chamber of Commerce, environmental groups, civic groups, major businesses in
the area, and community leaders, Carlyle does not view these efforts as solely to obtain approval
by the PSC. Rather, Carlyle views these efforts as a key part of a sustained business practice
going forward.
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CFC - 010 RE: EcoValuScreen
Witness: Dave

At page 17 of The Carlyle Group Corporate Citizenship 2010 Progress Report, there is a
discussion about “FcoValuScreen.” It states that Carlyle has started discussions with Park
Water’s management to “apply EcoValuScreen to assess the company’s water supply
management and energy usage, and to identify potential operational enhancements to help the
company further its environmental management and conservation initiatives.”

a. Please describe in detail the EcoValuScreen process.

b. Please describe the specific enhancements to be made as a result of EcoValuScreen to
Mountain Water infrastructure and/or operation.

¢. How much of the cost of the EcoValuScreen analysis is intended to be recovered through
Mountain Water consumers?

d. How specifically will Carlyle Infrastructure engage stakeholders to inform the
EcoValuScreen process?

e. Who is expected to pay for the operational enhancements identified by the
EcoValuScreen process and implemented by Park?

RESPONSE:

a. EcoValuScreen was a result of a partnership among Carlyle and the Environmental
Defense Fund (EDF) along with The Payne Firm (Payne), an international environmental
consultancy. The purpose of EcoValuScreen is to go beyond the traditional tools used to
assess the risk of an acquisition when reviewing the project and to include identifying
opportunities for operational improvements and enhancements that will lead to both better
environmental and better financial performance during the early stages on an investment
process. '

The EcoValuScreen process is a four step process conducted by the company, the
Payne Firm, EDF and Carlyle:

1. Scan: Review the company for relevant business activities that could benefit from
this process

2. Identify: Use relevant business activities to identify a list of operational projects
that will enhance environmental performance

3. Assess: Quantify projects’ benefits and identify the highest priority environmental
& financial performance mitiatives

4. Implement: Integrate those initiatives into the management plan of the company

after the acquisition has occurred

b. Carlyle and Park/Mountain Water management are currently in the early stages of the
EcoValuScreen review and therefore have not yet reached any conclusions or final
recommendations that we intend to put into action. Initial areas of focus include the
reliability of supply, water usage efficiency (both in terms of water supply loss and customer
conservation initiatives) and energy usage.

11



c. Carlyle Infrastructure does not intend to seek rate recovery for the cost of conducting the
EcoValuScreen analysis. Of course, the EcoValuScreen may make recommendations
regarding potential operational changes or new infrastructure investments at Mountain
Water. Those changes or new investments may have rate impacts to the extent future rate
increases are approved by the Montana Public Service Commission.

d. If stakeholders are interested in participating in the EcoValuScreen analysis, Carlyle
would be pleased to work with any such stakeholders to facilitate getting their input info the
analysis.

e. The goal of the EcoValuScreen is to identify potential pragmatic and cost efficient
options to enhance the company’s environmental practices. The analysis may identify
improvements that are possible at the current level of operating expenses or identify capital
investment opportunities that would allow the company to yield greater resource efficiency.
The purpose of EcoValuScreen is not to create unnecessary operating or capital expenditures.
Rather, the purpose is to help identify options for Mountain Water, the Commission,
customers, and other stakeholders to consider that might improve the company’s
environmental stewardship while taking into account the impact on rates and system
reliability.
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CFC-011 RE: Costs of merger
Witness: Dove

a. What specific costs of operating Park and/or Mountain Water are expected to increase as
aresult of the proposed merger?

b. Who will pay for the costs of the merger?
c. To what extent are ratepayers expected to pay any costs related to the merger?

d. What measures and safeguards are in place to prevent any merger related costs to be
passed on to ratepayers?

RESPONSE:

a. Directors’ fees for Park are expected to increase from $40,000 per year, $20,000 each for
the two directors who currently receive fees, to $100,000 per year, $25,000 each for the three
anticipated Carlyle representatives and $25,000 for Mr. Wheeler for his continued position
on the Board pursuant to the Consulting Agreement with Park offered to him. Consulting
Expenses are expected to increase by $100,000 per year as a result of the Consulting
Agreement with Mr. Wheeler.

b. The costs of the merger transaction will be paid for by Carlyle and Park. Carlyle will bear
its costs and the incremental or outside costs incurred by Park will be booked as non-utility
expense.

c¢. Neither Carlyle nor Park is requesting any recovery of merger related costs.

d. Any increase in rates associated with the recovery of any merger related costs would need
to be requested by Mountain Water (which both Park and Carlyle have said would not
happen) and approved by the Montana Public Service Commission. The Montana Consumer
Counsel and Mountain Water customers would, of course, have the right to object to any
proposed rate increase including but not limited to a rate increase associated with the -
recovery of merger related costs,
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CFC-012 RE: Operating and management costs of Park, Carlyle Infrastructure, CIP
Western Water, and Western Water Holdings
Witness: Dove

a. Please identify what specific measures and safeguards are in place to prevent {uture
operating and management costs of Carlyle Infrastructure, CIP Western Water and Western
Water Holdings from being passed on to rate payers of Mountain Water and/or Park?

b. Please provide a summary showing expected salary savings resulting from
[Mr.JWheeler’s departure as a regular employee and his new relationship under the proposed
consulting agreement and how rate payers will benefit from those savings.

c. What percentage and dollar amount of [Mr.] Wheeler’s current salary and proposed
salary as a consultant are paid by Mountain Water consumers?

d. What is the percentage and dollar amount paid by Mountain Water rate payers for Park’s
California operations?

e. How will the figures in section (d) above change under Carlyle Infrastructure’s
ownership?

RESPONSE:

a. The Montana Public Service Commission, with input from the Montana Consumer
Counsel and Mountain water customers, has the ability and the obligation to ensure that rates
paid by Mountain water customers are just, reasonable, in the public interest, and consistent
with Montana law. Carlyle anticipates that future rate cases will include an analysis of
whether and the extent to which any and all of the costs included in the rate case filing are
reasonable.

b. Carlyle does not have the current information necessary to allow it to respond to this data
request. Carlyle suggests that the information may be obtained from Mountain Water.

¢. Carlyle does not have the current information necessary to allow it to respond to this data
request. Carlyle suggests that the information may be obtained from Mountain Water.

d. Carlyle does not have the carrent informeation necessary to allow it to respond to this data
request. Carlyle suggests that the information may be obtained from Mountain Water.

e. If the acquisition is approved, Carlyle does not intend to change the manner in which

Park Water corporate or overhead costs are allocated between the different operating utilities
including Mountain Water.
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CFC-013 RE: Due diligence report or analysis
Witness: Dove

Please provide a copy of the due diligence analysis or report or other similar document
which provides the due diligence and analysis conducted by Carlyle Infrastructure or any of its

subsidiaries corroborating the decision to purchase Park.

RESPONSE: Please see the docurnent attached to Carlyle’s response to MCC-004.
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CFC-014 RE: Timing and effect of Carlyle Group initial public offering
Witness: Dove

a. Please provide a summary of what the managing directors of the Carlyle Group have said
publicly about their intention to offer ownership shares to the public through an initial public
offering (“IPO”).

b. Please disclose and explain when an [PO is anticipated to occur.

¢. Please disclose and explain the potential risks and/or benefits to Mountain Water rate
payers associated with a public offering by the Carlyle Group.

d. Please disclose and explain what precautions and safeguards are in place to ensure
Mountain Water rate payers will not be negatively impacted by any consequences associated
with a successful or unsuccessful public offering by the Carlyle Group.

e. Please explain how management, operation and costs of Carlyle Infrastructure, CIP
Western Water, and Western Water Holdings would change as a result of a successful or
unsuccessful public offering by the Carlyle Group, including whether the length of time an
investment could be held will be affected.

RESPONSE:

a. Carlyle objects to this question on the basis of relevance. Whether or not The Carlyle
Group is involved in an initial public offering is not reasonably likely to lead to the discovery
of admissible evidence since the nature or identify of the upstream owners of The Carlyle
Group has no bearing on issues before the Commission in this proceeding. Notwithstanding
this objection Carlyle states that, like many other similarly situated firms, Carlyle has
explored the pros and cons of an IPO for a number of years but no decision has been made at
this time on the issue. However, Carlyle can also state that there would be no consequence
of any kind to Mountain Water associated with a possible initial public offering of The
Carlyle Group.

b. See Carlyle’s response to CFC-014(a).
c. See Carlyle’s response to CFC-014(a).
d. See Carlyle’s response to CIFC-014(a).

e. See Carlyle’s response to CFC-014(a).
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CEFC—-015 RE: Investors
Witness: Dove

Please disclose all institutional and individual investors in each of Carlyle Infrastructure,
CIP Western Water, and Western Water Holdings.

RESPONSE: Western Water is owned by CIP Western Water, which is owned by Carlyle
Infrastructure. '

With respect to the investors in Carlyle Infrastructure, Carlyle objects to the data request
on the basis of relevance to the extent it seeks the identification of the specific institutional or
individual investors in Carlyle Infrastructure. A number of U.S. public pension funds, which 1s
the largest investor group in most Carlyle funds including Carlyle Infrastructure, do disclose
their investments in Carlyle-related funds. However, the identity of specific investors is not
relevant to this proceeding because all limited partners that have invested in Carlyle funds are
completely passive, have no voting rights or control rights in Carlyle Infrastructure’s investments
and defer to Carlyle Infrastructure Partners to make decisions on particular investments and
management thereof. Therefore, the data request is not likely lead to the discovery of admissible
evidence. Notwithstanding this objection, Carlyle states that Carlyle Infrastructure’s institutional
investors generally include several public pension funds in the U.S. and organized labor pension
funds.
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CFC-016 RE: Mountain Water’s water rights
Witness: Dove

a. Please provide copies of any documents or summaries in the possession of Carlyle
Infrastructure or any of its subsidiaries regarding the water rights held by Mountain Water.

b. Please provide copies of any valuations or appraisals that have been conducted with
respect to Mountain Water’s water rights.

c. Please provide copies of any documents that explain the extent of Mountain Water’s
water rights, including the percentage currently used and the percentage currently not being
put to use.

d. Please provide copies of any information provided to Carlyle Infrastructure or its
subsidiaries regarding pending litigation in Montana state court between Mountain Water and
the Montana Department of Natural Resources and Conservation (MT DNRC).

e. Please provide copies of any information provided to Carlyle Infrastructures or its
subsidiaries regarding the number of water right applications prepared and filed by Mountain
Water or its representatives with the MT DNRC that were subsequently either withdrawn by
Mountain Water or terminated by MT DNRC.

RESPONSE:
a. Please see Attachment CFC-016(a) on the attached CD.

b. Carlyle did not review any valuation or appraisal of Mountain Water’s water rights, nor
did it conduct such a valuation or appraisal.

c. See Carlyle’s response to CFC-016(a).
d. Please see Attachment CFC-016(d) on the attached CD.

e. No such information was provided to Carlyle Infrastructure or its subsidiaries.
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CFC-017 RE: Mountain Water’s Rattlesnake Creek water rights
Witness: Dove

Please explain Carlyle Infrastructure’s intentions with regard to utilizing Mountain
Water’s Rattlesnake Creek surface water rights.

RESPONSE: It is Carlyle’s firm belief that all of Mountain Water Company’s water rights will
continue to be used to benefit Mountain Water Company’s customers and the Missoula
community — they will not be diverted outside of the Missoula area for use elsewhere. For
details on Carlyle’s intention with respect to Mountain Water Company’s water rights, please
refer to the testimony of Robert Dove filed in this proceeding on behalf of Carlyle.
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CFC-018 RE: Future Mountain Water customers
Witnhess: Dove

Please provide any documentation, communication, and/or solicitation in the possession
of Carlyle Infrastructure or any of its subsidiaries regarding the provision of water service by
Mountain Water to any new commercial or industrial user, not currently served by the Mountain
Water system, including bofttling companies.

RESPONSE: There’s no such documentation, communication, and/or solicitation. There was

never any discussion on providing water services to bottling companies or any new commercial
or industrial users.
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CIFC-019 RE: Park valuation
Witness: Dove

Please provide copies of a valuation, appraisal, and any other document that was used to
determine the purchase price offered to Park by Carlyle Infrastructure or any of its subsidiaries.

RESPONSE: No separate valuation on Mountain Water Company was performed. With respect
to Park Water, please see the document attached to Carlyle’s response to MCC-004,
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CEC - 020 RE: Mountain Water infrastructure
Witness: . Dove

Assuming the potential transaction is approved, please provide a schedule detailing the
infrastructure improvements to address Mountain Water’s leakage rate for each of the first five
years of Carlyle Infrastructure’s control of Mountain Water along with the associated rate
increases that would need to be approved by the MT Public Service Commission (“MT PSC”).

RESPONSE: No such schedule currently exists. Upon owning Park Water Company, Carlyle
intends to consult with the Montana Public Service Commission, Mountain Water Company’s
customers, and other stakeholders to develop strategies to address the leaking infrastructure in
the Mountain Water System. We also intend to work with stakeholders to determine how and
when to best invest capital into the system’s infrastructure to, over time, correct the leakage
problem. For additional details on Carlyle’s plan with respect to system leakage, please refer to
the testimony of Robert Dove filed in this proceeding on behalf of Carlyle.,
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CFC - 021 RE: Mountain Water metering
Witness: Dove

a. Assuming the potential transaction is approved, please provide a plan for metering a
larger percentage of Mountain Water rate payers, including a schedule for each of the first
five years of Carlyle Infrastructure’s control of Mountain Water.

b. In Mountain Water’s May 12, 2011 responses to the City of Missoula’s data requests, no.
13, Mountain Water indicates that it “does not intend to change its current policies regarding
metering” under new ownership. In Mr. Dove’s testimony at p. 7, Mr. Dove outlines Carlyle
Infrastructure’s intention to “examine whether there are reasonable and cost effective ways to
accelerate the migration of existing flat rate customers to metered service.” Please explain
the discrepancy.

RESPONSE:

a. No such plan currently exists. Upon owning Park Water Company, we intend to examine
whether there are reasonable and cost effective ways to accelerate the migration of existing
flat rate customers to metered service. Our plan is to work with the Montana Public Service
Commission and Staff to continue and promote rate designs that encourage customer
metering, alongside an education effort designed to point out the benefits of metering to the
environment, the community, and our customers.

b. We do not currently own Park Water Company and therefore cannot comment on

Mountain Water’s response. Mr. Dove’s testimony reflects Carlyle’s view upon owning Park
Water Company.
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CFC-022 RE: Access to capital
Witness: Dove

a. Please explain with specificity how the proposed transaction “will enhance the financial
strength of Park Water” and how Carlyle Infrastructure’s ownership will provide Park and
Mountain Water with “potential access to capital.”

b. Please explain with specificity how the change in ownership of Park to a subsidiary of
Carlyle Infrastructure will result in greater access to capital by Mountain Water.

c. Please explain with specificity how Mountain Water’s access to capital will change as a
result of the proposed transaction.

d. Please explain any associated benefits and risks to Mountain Water rate payers resulting
from a change in access to capital through Carlyle Infrastructure.

RESPONSE:

a. Carlyle could enhance the financial strength of Park Water and provide Park and

Mountain Water with potential access to capital in the following two ways:
. Carlyle has access to the financial resources necessary to provide the equity funds
as required to finance Mountain Water’s on-going operations and any necessary
infrastructure improvement projects.
o Carlyle can utilize our well established presence and knowledge in the capital
markets to assist Park in its debt capital raising efforts. While this it may or may not
result in a reduction in Park’s cost of debt going forward, we would expect that our
assistance would enhance Park’s overall financing package, taking into account both
interest rates and financing terms.

b. Please see Carlyle’s response to CFC — 22 (a).

c. Please see Carlyle’s response to CFC — 22 (a).

d. In addition to continuing to receive reliable service and high quality water, Mountain
Water rate payers will also have the benefit of knowing that its water company has access to
capital to address longer-term issues associated with the aging infrastructure. There’s no risk

Carlyle is aware of to Mountain Water rate payers resulting from Mountain Water obtaining
equity capital from Carlyle rather than the current owners of Park Water.
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CFC 023 RE;: Non-water system assets of Mountain Water
Witness: Dove

Please identify and provide relevant documentation regarding the non-water system
assets currently owned by Mountain Water, including but not limited to real property, that
Carlyle Infrastructure or a subsidiary thereof has assessed for potential to sell-off and/or develop
during its ownership of Mountain Water or at such time as Carlyle Infrastructure divests itself of
Park and/or Mountain Water.

RESPONSE: No such documentation exists. Carlyle does not plan to sell off any non-water
system assets currently owned by Mountain Water.
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CFC--024 RE: The City of Missoula’s interest in acquiring Mountain Water
Witness: Dove

a. Please explain Mr. Dove’s and Carlyle Infrastructure’s understanding of the City of
Missoula’s desire to acquire Mountain Water.

b. Please explain whether and disclose to what extent Carlyle Infrastructure would, in a
stipulated settlement agreement in this proceeding, agree to give the City a right of first
refusal to acquire Mountain Water within a specified price range, for Mountain Water in the
event Carlyle Infrastructure divests itself of Park and/or Mountain Water.

RESPONSE:
a. We are aware of the City of Missoula’s interest in owning Mountain Water,

b. Upon owning Park Water, Carlyle will honer the August 14, 1997, letter from Mr. Arvid
M. Hiller to then City of Missoula Mayor Kadas.
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CFC - 025 RE: Mountain Water rates
Witness: Dove

a. Please explain and provide documentation as to whether Carlyle Infrastracture or its
subsidiaries has assessed whether the current Mountain Water rates provide sufficient return
for investors.

b. Assuming the potential transaction is approved, please provide a proposed schedule of
anticipated future Mountain Water rate increases for the next 10 years.

c. Please indicate whether Carlyle Infrastructure would stipulate to a rate cap for the life of
its holding of Park and Mountain Water.

RESPONSE:
a. Please see Carlyle’s response to MCC-004.

b. No such schedule exists.

¢. No, and neither should Mountain Water’s customers. Mountain Water should continue to
be required to provide service that is safe and reliable at rates that are just and reasonable as
established by the Commission. An artificial rate cap that might force Mountain Water to cut
back on service quality or reliability is simply not in the interest of Mountain Water’s
customers, investors, or the public at large.
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CFC -026 RE: Carlyle Infrastructure’s commitment to transparency
Witness: Dove

a. Please explain and disclose Carlyle Infrastructure’s position with regard to the disclosure
of executive salaries of Mountain Water employees.

b. Please explain whether Mountain Water, under Carlyle Infrastructure’s ownership, would
continue to pursue its litigation against the MT PSC, currently pending in Montana state
court challenging the PSC’s executive salary disclosure rule.

RESPONSE:
a. Carlyle has no position on this 1ssue.

b. Because Carlyle has not analyzed this issue sufficient to form a position, Carlyle does not
know whether Mountain Water, under Carlyle Infrastructure’s ownership, would continue to
pursue its litigation against the MT PSC, currently pending in Montana state court
challenging the PSC’s executive salary disclosure rule.
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CFC - 027 RE: - Carlyle Infrastructure’s other contemplated investments in
water ufilities or water infrastructure
Witness: Dove

Please indicate and provide documentation on any additional water infrastructure
investments where Carlyle Infrastructure is under contract to acquire or provide services or is in

negotiations, including any additional investments in Montana water utilities or infrastructure.

RESPONSE: Carlyle is not currently under contract to acquire other investments in water
utilities or water infrastructure.
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CERTIFICATE OF SERVICE

I hereby certify that on this, the 31st day of May, 2011, the foregoing CARLYLE
INFRASTRUCTURE PARTNERS, LP’S RESPONSES TO THE FIRST SET OF DATA
REQUESTS FROM THE CLARK FORK COALITION was served via electronic mail and

U.S. mail unless otherwise indicated to the following:

Kate Whitney (e-filed plus original)
Publi¢c Service Commission

1701 Prospect Avenue

P. O. Box 202601

Helena, MT 59620-2601
kwhitney(@mt.gov

Barbara Hall, Legal Director
Clark Fork Coalition

140 S. 4th Street West, Unit 1
P.O. Box 7593

Missoula, MT 59801

(406) 542-0539
Barbara@clarkfork.org

Arvid Hiller

Mountain Water Company
1345 W. Broadway Street
P.O. Box 4826

Missoula, MT 59802-2239
(406) 721-5570
arvid@minwater.com

Thorvald A. Nelson

Holland & Hart LLP

6380 South Fiddlers Green Circle
Suite 500

Greenwood Village, CO 80111
(303) 290-1601
tnelson@hollandhart.com

John Alke
Hughes, Kellner, Sullivan & Alke
40 W. Lawrence, Suite A

William W. Mercer
Holland & Hart LLP
401 North 31st Street, Suite 1500

P.O. Box 1166 P. O. Box 639

Helena, MT 59624-1166 Billings, Montana 59103-0639

jalke@hksalaw.com (406) 896-4607
wwmercerhollandhart.com

Robert Nelson Bryan D. Lin

Montana Consumer Counsel The Carlyle Group

111 North Last Chance Gulch, Suite 1B
Box 201703

Helena, MT 59620-1703
robnelson@mt.gov

520 Madison Avenue, 41st Floor
New York, NY 10022

{212) 813-4992
brvan.lin{@carlyle.com

Jim Nugent

Missoula City Attorney’s Office
435 Ryman Street

Missoula, MT 59802
JNugent@ci.missoula,mt.us

Jim Larocque, CFA
The Carlyle Group
520 Madison Ave
New York, NY 10022
(212) 813-4749

jim.larocque(@carlyle.com
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For electronic service only:
Inbuchanan{@hollandhart.com

s/ Leah N. Buchanan
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Attachment CFC 1(a)

EXHIBIT A

Form of Guarantee

(See attached)
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Attachment CFC 1(a)

Execution Copy
LIMITED GUARANTEE

LIMITED GUARANTEE, dated as of December 21, 2010 (this “Guarantee”), by
Carlyle Infrastructure Partners, L.P., a Delaware limited partnership (the “Guarantor”), in favor of Park
Water Company, a California corporation (the “Guaranteed Party”). Reference is hereby made to the
Agreement and Plan of Merger, dated as of December 21, 2010 (as amended, amended and restated,
supplemented or otherwise modified from time to time, the “Merger Agreement”), among Western Water
Holdings, LL.C, a Delaware limited liability company (“Buyer”), PWC Merger Sub, Inc., a California
corporation and a wholly owned subsidiary of Buyer (“Merger Sub”), the Guaranteed Party, the
Controlling Shareholders of the Guaranteed Party identified therein and Henry H. Wheeler, Jr., as the
Shareholder Representative, pursuant to which Merger Sub will merge with and into the Guaranteed
Party. Capitalized terms used but not defined herein shall have the meanings ascribed to them in the
Merger Agreement.

1. Guarantee. To induce the Guaranteed Party, the Controlling Shareholders and
the Shareholder Representative to enter into the Merger Agreement, the Guarantor hereby absolutely,
unconditionally and irrevocably guarantees to the Guaranteed Party the due and punctual observance,
performance and discharge of the payment obligations of Buyer to the Guaranteed Party under the Merger
Agreement (including Buyer’s indemnification obligations under Article IX of the Merger Agreement)
(such obligations, the “Obligations”), which shall not exceed $102,000,000 in the aggregate (the “Cap”).
In furtherance of the foregoing, the Guarantor acknowledges that its liability hereunder shall extend to the
amount of the Obligations and that the Guaranteed Party may, in its sole discretion, bring and prosecute a
separate action or actions against the Guarantor for the full amount of the Obligations; provided, however,
that both the Guarantor and the Guaranteed Party acknowledge and agree that the Guarantor shall be
under no obligation for or otherwise liable for payment of any amount(s) in excess of, and this Guarantee
may not be enforced without giving effect to, the Cap; and provided, further, that this Guarantee will
expire and will have no further force or effect, and the Guaranteed Party will have no rights hereunder, in
the event the Merger occurs. All payments made by the Guarantor hereunder shall be made in accordance
with the provisions of the Merger Agreement with respect to Buyer’s payment obligations prior to or at
the Effective Time, mutatis mutandis. Subject to the Cap, the Guarantor promises and undertakes to make
all payments hereunder free and clear of any deduction, offset, defense, claim or counterclaim of any kind
(other than defenses to the payment of the Obligations that are available to Buyer or Merger Sub under
the Merger Agreement).

2. Nature of Guarantee. The Guaranteed Party shall not be obligated to file any
claim relating to the Obligations in the event that Buyer becomes subject to a bankruptcy, reorganization
or similar proceeding, and the failure of the Guaranteed Party to so file shall not affect the Guarantor’s
obligations hereunder. In the event that any payment to the Guaranteed Party in respect of the
Obligations is rescinded or must otherwise be returned for any reason whatsoever, the Guarantor shall
remain liable hereunder with respect to the Obligations as if such payment had not been made. This is an
unconditional guarantee of payment and not of collectibility. The Guarantor reserves the right to assert
defenses which Buyer or Merger Sub may have to payment of any Obligations that arise under the terms
of the Merger Agreement.

3. Changes in Obligations: Certain Waivers.

(a) The Guarantor agrees that the Guaranteed Party may at any time and from time to
time, without notice to or further consent of the Guarantor, extend the time of payment of any of the
Obligations, and may also make any agreement with Buyer or with any other person interested in the
transactions contemplated by the Merger Agreement or the other Transaction Documents, for the

LA\2191059.6



Attachment CFC 1(a)

extension, renewal, payment, compromise, discharge or release thereof, in whole or in part, or for any
modification of the terms thereof or of any agreement between the Guaranteed Party and Buyer or any
such other person without in any way impairing or affecting the Guarantor’s obligations under this

Guarantee. '

(b) ' The Guarantor agrees that the obligations of the Guarantor hereunder shall not be
released or discharged, in whole or in part, or otherwise affected by: (i) the failure of the Guaranteed
Party to assert any claim or demand or to enforce any right or remedy against Buyer or any other person
interested in the transactions contemplated by the Merger Agreement or the other Transaction
Documents; (ii) any change in the time, place or manner of payment of any of the Obligations or any
rescission, waiver, compromise, consolidation or other amendment or modification of any of the terms or
provisions of the Merger Agreement or any other Transaction Document or agreement evidencing,
securing or otherwise executed in connection with any of the Obligations; (iii) the addition, substitution
or release of any entity or other person interested in the transactions contemplated by the Merger
Agreement; (iv) any change in the corporate existence, structure or ownership of Buyer or any other
person interested in the transactions contemplated by the Merger Agreement or the other Transaction
Documents; (v) any insolvency, bankruptcy, reorganization or other similar proceeding affecting Buyer or
any other person interested in the transactions contemplated by the Merger Agreement or the other
Transaction Documents; (vi) the existence of any claim, set-off or other right which the Guarantor may
have at any time against Buyer, whether in connection with the Obligations or otherwise; or (vii) the
adequacy of any other means the Guaranteed Party may have of obtaining repayment of any of the
Obligations.

(©) To the fullest extent permitted by law, the Guarantor hereby expressly waives (i)
any and all rights or defenses arising by reason of any law which would otherwise require any election of
remedies by the Guaranteed Party, (ii) promptness, diligence, notice of the acceptance of this Guarantee
and of the Obligations, presentment, demand for payment, notice of non-performance, default, dishonor
and protest, notice of any Obligations incurred and all other notices of any kind (except for notices to be
provided to Buyer under the Merger Agreement), (iii) all defenses which may be available by virtue of
any valuation, stay, moratorium law or other similar law now or hereafter in effect, (iv) any right to
require the marshalling of assets of Buyer or any other person interested in the transactions contemplated
by the Merger Agreement, and (v) all suretyship defenses generally (other than fraud or willful
misconduct by the Guaranteed Party or any Company Subsidiary, defenses to the payment of the
Obligations that are available to Buyer under the Merger Agreement, the absence of a breach or failure to
perform by Buyer of the Obligations, or breach by the Guaranteed Party of this Guarantee). The
Guarantor acknowledges that it will receive substantial direct and indirect benefits from the transactions
contemplated by the Merger Agreement and the other Transaction Documents and that the waivers set
forth in this Guarantee are knowingly made in contemplation of such benefits. Notwithstanding anything
to the contrary contained in this Guarantee, the Guaranteed Party hereby agrees that to the extent Buyer
and Merger Sub are relieved of any obligations under the Merger Agreement, the Guarantor shall be
similarly relieved of its Obligations under this Guarantee.

(d) The Guaranteed Party hereby covenants and agrees that it shall not institute, and
shall cause its respective affiliates not to institute, any proceeding or bring any other claim arising under,
or in connection with, the Merger Agreement or the other Transaction Documents or the transactions
contemplated thereby, against the Guarantor or the former, current or future stockholders, general and
limited partners, managers, members, affiliates, directors, officers, employees or agents of the Guarantor
or Buyer or any former, current or future stockholder, partner, member, affiliate, director, officer,
employee or agent of any of the foregoing (other than, in each case, Buyer and Merger Sub), except for
claims against the Guarantor under this Guarantee, and the Guarantor hereby covenants and agrees that it
shall not institute, and shall cause its respective affiliates not to institute, any proceeding asserting that

2
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this Guarantee is illegal, invalid or unenforceable in accordance with its terms, subject to the effects of
bankruptcy, insolvency, fraudulent conveyance, reorganization, moratorium or other similar laws
affecting creditors’ rights generally, and general equitable principles (whether considered in a proceeding
in equity or at law).

4. No Waiver; Cumulative Rights. No failure on the part of the Guaranteed Party to
exercise, and no delay in exercising, any right, remedy or power hereunder shall operate as a waiver
thereof, nor shall any single or partial exercise by the Guaranteed Party of any right, remedy or power
hereunder preclude any other or future exercise of any right, remedy or power. Each and every right,
remedy and power hereby granted to the Guaranteed Party or allowed it by law or other agreement shall
be cumulative and not exclusive of any other, and may be exercised by the Guaranteed Party at any time
or from time to time. The Guaranteed Party shall have no obligation to proceed against or to exhaust any
or all of the Guaranteed Party’s rights against Buyer, Merger Sub or any other Person liable for any
Obligations prior to proceeding against the Guarantor hereunder.

5. Representations and Warranties. The Guarantor hereby represents and warrants

that:

(a) the execution, delivery and performance of this Guarantee have been duly
authorized by all necessary action and do not contravene any provision of the Guarantor’s charter,
partnership agreement, operating agreement or similar organizational documents or any law, regulation,
rule, decree, order, judgment or contractual restriction binding on the Guarantor or its assets;

(»)] all consents, approvals, authorizations, permits of, filings with and notifications
to, any governmental authority necessary for the due execution, delivery and performance of this
Guarantee by the Guarantor have been obtained or made and all conditions thereof have been duly
complied with, and no other action by, and no notice to or filing with, any governmental authority or
regulatory body is required in connection with the execution, delivery or performance of this Guarantee;

© this Guarantee constitutes a legal, valid and binding obligation of the Guarantor
enforceable against the Guarantor in accordance with its terms, subject to (i) the effects of bankruptcy,
insolvency, fraudulent conveyance, reorganization, moratorium or other similar laws affecting creditors’
rights generally, and (ii) general equitable principles (whether considered in a proceeding in equity or at
law); and

(d) the Guarantor has the financial capacity to pay and perform its obligations under
this Guarantee, and all funds necessary for the Guarantor to fulfill its Obligations under this Guarantee
shall be available to the Guarantor for so long as this Guarantee shall remain in effect in accordance with
Section 8 hereof. ’

6. No Recourse. The Guaranteed Party acknowledges that the sole assets of Buyer
and Merger Sub are cash in a de minimis amount and its rights under the Merger Agreement, and that no
additional funds are expected to be contributed to Buyer or Merger Sub unless and until the
consummation of the Merger. Notwithstanding anything that may be expressed or implied in this
Guarantee or any document or instrument delivered in connection herewith or otherwise, and
notwithstanding the fact that the Guarantor may be a partnership, by its acceptance of the benefits of this
Guarantee, the Guaranteed Party acknowledges and agrees that no Person other than the Guarantor and
the Guaranteed Party has any rights or obligations hereunder and that no recourse shall be had hereunder,
or for any claim based on, in respect of, or by reason of, such obligations on their creation, against, and no
personal liability shall attach to, the former, current and future equity holders, controlling persons,
directors, officers, employees, agents, Affiliates, members, managers, or limited partners of the Guarantor

3
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(but not including Buyer or any subsidiary of Buyer, including Merger Sub) or Buyer (but not including
the Guarantor), or any former, current and future equity holder, controlling person, director, officer,
employee, agent, Affiliate, member, manager, limited partner of any of the foregoing (such parties
(excluding, for the avoidance of doubt, the Guarantor, Buyer, and subsidiaries of Buyer (including Merger
Sub)), each a “Non-Recourse Party”, and collectively the “Non-Recourse Parties”), through Buyer,
Merger Sub or otherwise, whether by or through attempted piercing of the corporate veil, by or through a
claim by or on behalf of the Guaranteed Party against any Non-Recourse Party, by the enforcement of any
assessment or by any legal or equitable proceeding, by virtue of any statute, regulation or applicable law,
or otherwise except for its rights under this Guarantee. Except as set forth under the Escrow Agreement
and under Article IX and Section 12.13 of the Merger Agreement, recourse against the Guarantor
pursuant to this Guarantee shall be the sole and exclusive remedy of the Guaranteed Party and all of its
Affiliates against the Guarantor and the Non-Recourse Parties in respect of any liabilities or obligations
arising under, or in connection with, the Merger Agreement. Nothing set forth in this Guarantee shall
confer or give or shall be construed to confer or give to any Person (including any Person acting in a
representative capacity) any rights or remedies against any Person other than the Guarantor as expressly
set forth herein.

7. No Assignment. Neither the Guarantor nor the Guaranteed Party may assign its
rights, interests or obligations hereunder to any other person (except by operation of law) without the
prior written consent of the Guaranteed Party or the Guarantor, as the case may be; provided, however,
that the Guarantor may assign all or a portion of its obligations hereunder to an affiliate or to an entity
managed or advised by an affiliate of the Guarantor, provided that no such assignment shall relieve the
Guarantor of any liability or obligation hereunder except to the extent actually performed or satisfied by
the assignee.

8. Notices. All notices and other communications hereunder shall be in writing in
the English language and shall be given (a) on the date of delivery if delivered personally, (b) on the first
business day following the date of dispatch if delivered by a nationally recognized next-day courier
service, (c) on the fifth business day following the date of mailing if delivered by registered or certified
mail (postage prepaid, return receipt requested) or (d) if sent by facsimile transmission, when transmitted
and receipt is confirmed. All notices to the Guarantor hereunder shall be delivered as set forth below or
to such other address or facsimile number as the Guarantor shall have notified the Guaranteed Party in a
written notice delivered to the Guaranteed Party in accordance with the Merger Agreement:

Carlyle Infrastructure Partners, L.P.
1001 Pennsylvania Avenue, NW
Washington, DC 20004-2505
Attention: Robert Dove

Facsimile: (202) 347-1818

with a copy (which shall not constitute notice) to:

Latham & Watkins LLP

355 South Grand Avenue

Los Angeles, CA 90071-1560
Attention: Bradley A. Helms
Facsimile: (213) 891-8763

9, Continuing Guarantee.
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(a) This Guarantee shall remain in full force and effect and shall be binding on the
Guarantor, its successors and assigns until all of the Obligations and all amounts payable under this
Guarantee have been indefeasibly paid, observed, performed or satisfied up to the amount of the Cap.
Notwithstanding the foregoing, this Guarantee shall terminate and the Guarantor shall have no further
obligations under this Guarantee as of the earlier of (i) the consummation of the Merger and (ii) the 30-
day anniversary of any termination of the Merger Agreement, except as to a claim for payment of any
Obligation presented by the Guaranteed Party to Buyer, Merger Sub or the Guarantor by such date, which
shall survive until the resolution thereof in accordance with Section 12.10 of the Merger Agreement.

(b) Notwithstanding anything to the contrary in this Guarantee, in the event that the
Guaranteed Party or any of its Affiliates (other than officers of the Guaranteed Party or any Company
Subsidiary not acting at the direction of the Guaranteed Party or such Company Subsidiary) asserts in any
litigation or other proceeding that the provisions of Section 1 hereof limiting the Guarantor’s liability to
the Cap or the provisions of Section 6 or Section 9 hereof are illegal, invalid or unenforceable in whole or
in part, or asserts any theory of liability against the Guarantor or any Non-Recourse Party with respect to
the Obligations other than liability of the Guarantor under this Guarantee (as limited by the provisions of
Section 1), then (i) the Obligations of the Guarantor under this Guarantee shall terminate ab initio and be
null and void, (ii) if the Guarantor has previously made any payments under this Guarantee, it shall be
entitled to recover such payments from the Guaranteed Party, and (iii) neither the Guarantor nor any
Affiliate of the Guarantor shall have any liability to the Guaranteed Party or any of its Affiliates with

respect to the Obligations or under this Guarantee.

10. Governing Law. This Guarantee (and any claim or controversy arising out of or
relating to this Guarantee) shall be governed by and construed in accordance with the domestic laws of
the State of California without giving effect to any choice or conflict of law provision or rule that would
cause the application of the laws of any jurisdiction other than the State of California.

11. Waiver of Jury Trial. EACH PARTY ACKNOWLEDGES AND AGREES
THAT ANY CONTROVERSY WHICH MAY ARISE UNDER THIS GUARANTEE IS LIKELY TO
INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE IT HEREBY
JRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT IT MAY HAVE TO A TRIAL
BY JURY IN RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF
OR RELATING TO THIS GUARANTEE OR THE TRANSACTIONS CONTEMPLATED HEREBY.
EACH PARTY TO THIS GUARANTEE CERTIFIES AND ACKNOWLEDGES THAT (A) NO
REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED,
EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE EITHER OF SUCH WAIVERS; (B) IT UNDERSTANDS AND
HAS CONSIDERED THE IMPLICATIONS OF SUCH WAIVERS; (C) IT MAKES SUCH WAIVERS
VOLUNTARILY; AND (D) IT HAS BEEN INDUCED TO ENTER INTO THIS GUARANTEE BY,
AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS

SECTION 11.

12. Mutual Drafting. The parties have participated jointly in the negotiation and
drafting of this Guarantee. In the event an ambiguity or question of intent or interpretation arises, this
Guarantee shall be construed as if drafted jointly by the parties and no presumption or burden of proof
shall arise favoring or disfavoring any party by virtue of the authorship of any of the provisions of this
Guarantee.

13. Representation by Counsel. Each party represents and agrees with each other
that it has been represented by or had the opportunity to be represented by, independent counsel of its
own choosing, and that it has had the full right and opportunity to consult with its respective attorney(s),

5
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that to the extent, if any, that it desired, it availed itself of this right and opportunity, that it or its
authorized officers (as the case may be) have carefully read and fully understand this Guarantee in its
entirety and have had it fully explained to them by such party's respective counsel, that each is fully aware
of the contents thereof and its meaning, intent and legal effect, and that it or its authorized officer (as the
case may be) is competent to execute this Guarantee and has executed this Guarantee free from coercion,
duress or undue influence. '

14. Counterparts. This Guarantee may be executed in two or more counterparts, each
of which shall be deemed an original but all of which together shall constitute one and the same
instrument.

[Signature page follows]
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IN WITNESS WHEREOF, the Guarantor has caused this Guarantee to be executed and
delivered as of the date first written above by its officer thereunto duly authorized. '

CARLYLE INFRASTRUCTURE PARTNERS, L.F:

'By: " Carlyle Infrastructure General Partner, L.P.
. Its: General Partner '

By:  TC Group Infrastructure, L.L.C.
Its:  General Partner

[Signature page 1 to Limited Guarantee]



ACKNOWLEDGED AND AGREED:

PARK WATER COMPANY

Attachment CFC 1(a)

Name? Hengff H. Wheeler, Jr. ~
Title: CHief Executive Officer

[Signature page 2 to Limited Guarantee]
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EXHIBIT B

Form of Agreement of Merger

(See attached)
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FORM OF
AGREEMENT OF MERGER

This Agreement of Merger (this “Agreement of Merger”), by and among Western Water
Holdings, LLC, a Delaware limited liability company (“Buyer”), PWC Merger Sub, Inc., a
California corporation and wholly owned subsidiary of Buyer (“Merger Sub”), and Park Water
Company, a California corporation (the “Company” and together with Merger Sub, the
“Constituent Corporations™).

RECITALS

A. Buyer, Merger Sub, the Company and certain other parties entered into an
Agreement and Plan of Merger dated as of December 21, 2010 (the “Plan of Merger™), providing
for certain representations, warranties, covenants and agreements in connection with the
transactions contemplated herein.

B.  The Boards of Directors of the Constituent Corporations deem it advisable and in
the best interests of the Constituent Corporations and in the best interest of the shareholders of
the Constituent Corporations that the Company be acquired by Parent through a merger (the
“Merger”) of Merger Sub with and into the Company, with the Company surviving the Merger
(the “Surviving Corporation”).

C. The shareholders of the Constituent Corporations have approved the Merger.

AGREEMENT

NOW, THEREFORE, in consideration of the foregoing and the respective covenants and
agreements set forth below, the parties agree as follows:

ARTICLE L
THE CONSTITUENT CORPORATIONS

1.1 The Company.

(a) The Company was incorporated under the laws of the State of California
on December 15, 1937.

(b)  The Company is authorized to issue 80,000 shares of common stock of the
- Company, $25.00 par value per share (“Company Common Stock™).

(c) As of the date hereof, an aggregate of 25,415.64 shares of Company
- Common Stock are issued and outstanding.

1.2 Merger Sub.

(a) Merger Sub was incorporated under the laws of the State of California on
December 15, 2010.
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(b) Merger Sub is authorized to issue an aggregate of 25,000 shares of
common stock, $0.01 par value per share (“Merger Sub Common Stock™).

(©) As of the date hereof, 1,000 shares of Merger Sub Common Stock are
issued and outstanding.

ARTICLE IL
THE MERGER

2.1  The Merger. Merger Sub shall be merged with and into the Company at the
Effective Time (as defined below). Following the Merger, the separate corporate existence of
Merger Sub shall cease and the Company shall continue as the surviving corporation (the
“Surviving Corporation”) in accordance with the California Corporations Code (the “California
Law™).

2.2 Effective Time. The Merger shall become effective (the “Effective Time”) at
such time as this Agreement of Merger and the required Officers’ Certificates of each
Constituent Corporation have been filed with the Secretary of State of the State of California
pursuant to the relevant provisions of the California Law.

2.3 Effect of the Merger. At the Effective Time, the effect of the Merger shall be as
provided in the Plan of Merger, this Agreement of Merger and the applicable provisions of the
California Law and applicable law. Without limiting the generality of the foregoing, and subject
thereto, at the Effective Time all the property, rights, privileges, powers and franchises of the
Company and Merger Sub shall vest in the Surviving Corporation, and all debts, liabilities and
duties of the Company and Merger Sub shall become the debts, liabilities and duties of the
Surviving Corporation.

ARTICLE IIL
ARTICLES OF INCORPORATION, BY-LAWS AND OFFICERS AND DIRECTORS OF
THE SURVIVING CORPORATION

3.1 Articles of Incorporation; Bvlaws. At the Effective Time, the Articles of
Incorporation and the Bylaws of the Surviving Corporation shall be amended in their entirety to
contain the provisions set forth in the Articles of Incorporation and the Bylaws of Merger Sub,
each as in effect immediately prior to the Effective Time.

3.2  Directors and Officers. The directors of Merger Sub immediately prior to the
Effective Time shall be the initial directors of the Surviving Corporation and the officers of
Merger Sub immediately prior to the Effective Time shall be the initial officers of the Surviving
Corporation, each to hold office in accordance with the Articles of Incorporation and Bylaws of
the Surviving Corporation.

ARTICLE IV.
EFFECT OF THE MERGER ON THE
SECURITIES OF THE CONSTITUENT CORPORATIONS

LA2190213.5
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4.1 Conversion of Securities. At the Effective Time, by virtue of the Merger and
without any action on the part of Merger Sub, the Company or the holders of any of the
following securities:

(a) Conversion Generally. Each share of Company Common Stock issued
and outstanding immediately prior to the Effective Time (other than any shares of Company
Common Stock to be.canceled pursuant to Section 4.1(b) and any shares of Company Common
Stock which are held by shareholders of the Company exercising appraisal rights pursuant to
Chapter 13 under the California Law (“Dissenting Shareholders™)), shall be converted, into the
right to receive (i) in the case of each of Henry H. Wheeler, Jr., Nyri A. Wheeler and Henry H.
Wheeler III (collectively, the “Controlling Shareholders™), $3,729.40 in cash plus a pro rata
portion of any amounts released from the Escrow Account pursuant to the Escrow Agreement,
payable to the holder thereof, without interest and (ii) in the case of each other shareholder of the
Company, $4,177.65 in cash (collectively, the “Per Share Merger Consideration”); provided that
notwithstanding anything to the contrary contained herein, in no event shall the aggregate of the
Per Share Merger Consideration amounts paid by Buyer to the shareholders of the Company
pursuant to this Agreement of Merger exceed $102,000,000 (the “Merger Consideration™). All
such shares of Company Common Stock shall no longer be outstanding and shall automatically
be canceled and retired and shall cease to exist, and each certificate previously representing any
such shares shall thereafter represent the right to receive the aggregate Per Share Merger
Consideration therefor or the right, if any, to receive payment from the Surviving Corporation of
the “fair value” of such shares of Company Common Stock as determined in accordance with-
Chapter 13 under the California Law. Certificates previously representing shares of Company
Common Stock shall be exchanged for the aggregate Per Share Merger Consideration therefor
upon the surrender of such certificates (or affidavits in support thereof), without interest.

(b) Cancellation of Certain Shares. Each share of Company Common Stock
held in the treasury of the Company or by any wholly owned subsidiary of the Company
immediately prior to the Effective Time shall be canceled and extinguished without any
conversion thereof and no payment shall be made with respect thereto.

(© Merger Sub. Each share of common stock, par value $0.01 per share, of
Merger Sub issued and outstanding immediately prior to the Effective Time shall be converted
into and be exchanged for one newly and validly issued, fully paid and nonassessable share of
common stock of the Surviving Corporation.

4.2 Dissenters’ Rights.

(a) Notwithstanding anything in this Agreement of Merger to the contrary, if
any Dissenting Shareholder shall properly demand payment and appraisal with respect to such
Dissenting Shareholder’s shares of Company Common Stock, as provided in Chapter 13 of the
California Law, such shares shall not be converted into or exchangeable for the right to receive
the aggregate Per Share Merger Consideration payable with respect to such Dissenting
Shareholder’s shares of Company Common Stock except as provided in this Section 4.2, and the
Company shall give Buyer notice thereof and Buyer shall have the right to participate in all
negotiations and proceedings with respect to any such demands. The Company agrees that,
except with the prior written consent of Buyer, or as required under the California Law, the
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Company will not voluntarily make any payment with respect to, or settle or offer to settle, any
such demand for payment.

(b) If any Dissenting Shareholder shall fail to perfect or shall have effectively
withdrawn or lost the right to dissent, the shares of Company Common Stock held by such
Dissenting Shareholder shall thereupon be treated as though such shares had been converted into
the aggregate Per Share Merger Consideration payable with respect to such Dissenting
Shareholder’s shares of Company Common Stock in accordance with Section 4.1.

(c) Each Dissenting Shareholder who, pursuant to the provisions of Chapter
13 of the California Law, becomes entitled to payment of the value of the shares of Company
Common Stock held by such Dissenting Shareholder will receive payment therefor after the
value thereof has been agreed upon or finally determined pursuant to such provisions, and any
Per Share Merger Consideration that would have been payable with respect to such shares of
Company Common Stock shall be retained by Buyer. Notwithstanding the foregoing, to the
extent that Buyer, the Surviving Corporation or the Company (i) makes any payment or
payments in respect of any shares of Company Common Stock held by a Dissenting Shareholder
in excess of the consideration that otherwise would have been payable in respect of such shares
in accordance with this Agreement of Merger or (ii) incurs any losses, (including reasonable
attorneys’ and consultants’ fees, costs and expenses and including any such reasonable fees,
costs and expenses incurred in connection with investigating, defending against or settling any
action or proceeding) in respect of any such shares (excluding payments for such shares) ((i) and
(i1) together “Excess Dissenting Share Payments™), Buyer shall be entitled to recover the amount
of such Excess Dissenting Share Payments in accordance with the terms, and subject to the
* limitations, of the Plan of Merger.

43  Escrow Amount. The Company hereby authorizes and instructs Buyer to deduct
from the Merger Consideration otherwise payable to the Controlling Shareholders at the
Effective Time an aggregate amount of $10,000,000 (the “Escrow Amount™) and deposit such
amount into an escrow account (the “Escrow Account”) established pursuant to the terms of an
Escrow Agreement (the “Escrow Agreement”) to be entered into at the Effective Time among
Henry H. Wheeler, Jr., in his capacity as the representative of the shareholders of the Company
(the “Shareholder Representative”), Buyer and Wells Fargo Bank, N.A., as escrow agent (the
“Escrow Agent”). The timing and methodology for the release of the Escrow Amount shall be
governed by the terms and subject to the conditions set forth in the Plan of Merger and the
Escrow Agreement; provided, however, that each of Buyer and the Shareholder Representative,
agrees that it or he will act in good faith and cooperate with one another to execute and deliver
such joint written instructions, including with respect to any distributions and further investments
of the Escrow Amount, to the Escrow Agent as are required to implement the intent of this
Agreement of Merger and the Escrow Agreement.

ARTICLE V.
MISCELLANEOUS PROVISIONS

5.1  Termination. This Agreement of Merger may be terminated at any time prior to
the Effective Time by mutual agreement of the Boards of Directors of the Constituent
Corporations.
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5.2  Effect of Termination. In the event of the termination of this Agreement of
Merger pursuant to Section 5.1, this Agreement of Merger shall forthwith become void and there
shall be no liability or obligation on the part of any party hereto or any of its affiliates, directors,
officers or shareholders, except as otherwise provided in the Plan of Merger.

53 Amendment. This Agreement of Merger may not be amended except by an
instrument in writing signed by the Company and Buyer.

54  Counterparts. This Agreement of Merger may be executed in one or more
counterparts, and by the different parties hereto in separate counterparts, each of which when
executed shall be deemed to be an original but all of which taken together shall constitute one
and the same agreement. The exchange of a fully executed Agreement of Merger (in
counterparts or otherwise) by fax or email (in .pdf or .tif format) transmission shall be sufficient
to bind the parties to the terms and conditions of this Agreement.

5.5 Governing Law. This Agreement of Merger shall be governed by, and construed
in accordance with, the internal laws of the State of California applicable to contracts executed
and fully performed within the State of California without respect to the conflict of law

provisions thereof.

[Signature page follows]
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IN WITNESS WHEREOF, the parties have duly executed this Agreement of Merger as

of the date first written above.

[S-1]

PARK WATER COMPANY
a California corporation

Henry H. Wheeler, Jr., President

Nyri A. Wheeler, Corporate Secretary

WESTERN WATER HOLDINGS, LLC
a Delaware limited liability company

Robert Dove, President

Bryan Lin, Secretary

PWC MERGER SUB, INC.
a California corporation

Robert Dove, President

Bryan Lin, Secretary

L
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EXHIBIT C-1

Form of Company Officers’ Certificate

(See attached)
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FORM OF

PARK WATER COMPANY

OFFICERS’ CERTIFICATE OF APPROVAL OF MERGER
The undersigned, Henry H. Wheeler, Jr. and Nyri A. Wheeler, hereby certify that:

1. They are the Chief Executive Officer and Corporate Secretary, respectively, of
Park Water Company, a California corporation (the “Corporation”).

2. The Corporation has one authorized class of shares, consisting of 80,000 shares of
common stock, par value $25.00 per share (“Common Stock™). As of the date hereof, an
aggregate of 25,415.64 shares of Common Stock are issued and outstanding.

3. The Agreement of Merger in the form attached to this Certificate providing for
the merger of PWC Merger Sub, Inc., a California corporation, with and into the Corporation,
was duly approved by the Board of Directors of the Corporation.

3. The principal terms of the Agreement of Merger in the form attached to this
Certificate were duly approved by the shareholders of the Corporation by a vote that equaled or
exceeded the vote required.

4. The number of shares of Common Stock outstanding entitled to vote on the
merger was 25,415.64 shares. The vote required for such approval of the merger was a majority
of the shares of Common Stock.

Each of the undersigned declares under penalty of perjury that the statements contained
in the foregoing certificate are true of his own knowledge. Executed on , 2011

Henry H. Wheeler, Jr.
Chief Executive Officer

Nyri A. Wheeler
Corporate Secretary
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EXHIBIT C-2

Form of Merger Sub Officers’ Certificate

(See attached)
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FORM OF

PWC MERGER SUB, INC.

OFFICERS’ CERTIFICATE OF APPROVAL OF MERGER
The undersigned, Robert Dove and Bryan Lin, hereby certify that:

1. They are the President and Secretary, respectively, of PWC Merger Sub, Inc., a
California corporation and wholly owned subsidiary of Western Water Holdings, LLC, a
Delaware limited liability company (the “Corporation” and “Parent”, respectively).

2. The Corporation has one authorized class of shares, designated common stock,
par value $0.01 per share (“Common Stock™). The number of shares of Common Stock
outstanding and entitled to vote on the merger was 1,000.

3. The Agreement of Merger in the form attached to this Certificate providing for
the merger of the Corporation with and into Park Water Company, a California corporation, was
duly approved by the Board of Directors of the Corporation.

4. The principal terms of the Agreement of Merger in the form attached to this
Certificate were duly approved by Parent as the sole shareholder of the Corporation owning
100% of the outstanding shares of Common Stock.

Each of the undersigned declares under penalty of perjury that the statements contained
in the foregoing certificate are true of his own knowledge. Executed on , 2011.

Robert Dove
President

Bryan Lin
Secretary
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EXHIBIT D

Form of Escrow Agreement

(See attached)
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FORM OF
ESCROW AGREEMENT

THIS ESCROW AGREEMENT dated this ___ day of , 2011 (this “Escrow
Agreement”), is entered into by and among Western Water Holdings, LLC, a Delaware limited liability
company (“Buyer”), and Henry H. Wheeler, Jr., in his capacity as the Shareholder Representative under
the Merger Agreement referenced below (the “Shareholder Representative”) (Buyer and the Shareholder
Representative collectively, the “Parties,” and individually, a “Party”), and Wells Fargo Bank, National
Association, a national banking association, as escrow agent (the “Escrow Agent”). Defined terms used
herein but not otherwise defined shall have the meaning ascribed to them in the Merger Agreement (as
defined below).

RECITALS

WHEREAS, Park Water Company, a California corporation (the “Company”), certain
shareholders of the Company identified therein (the “Controlling Shareholders”), the Shareholder
Representative, Buyer and PWC Merger Sub, Inc., a California corporation (“Merger Sub”) have entered
into an Agreement and Plan of Merger, dated December 21, 2010 (the “Merger Agreement”), whereby, at
the Effective Time, Merger Sub shall be merged with and into the Company and the Company .shall
continue as the surviving corporation as a wholly owned subsidiary of Buyer;

WHEREAS, Section 1.6 of the Merger Agreement provides that, at the Effective Time, a cash
amount equal to $10,000,000 shall be deposited into escrow to be held in accordance with the terms of
this Escrow Agreement for the purpose of establishing a source of funds to secure the Merger Agreement
indemnification obligations of the Controlling Shareholders to Buyer; '

~ WHEREAS, Buyer agrees to place in escrow certain funds and the Escrow Agent agrees to hold
and distribute such funds in accordance with the terms of this Escrow Agreement; and

WHEREAS, pursuant to the Merger Agreement, each of the Controlling Shareholders appointed
the Shareholder Representative as agent and attorney-in-fact for each such Controlling Shareholder, for
and on behalf of each such Controlling Shareholder, with full power and authority to represent each
Controlling Shareholder and such Controlling Shareholder’s successors and assigns with respect to all
matters arising under this Escrow Agreement, and all actions taken by the Shareholder Representative
under this Escrow Agreement will be binding upon each such Controlling Shareholder and such
Controlling Shareholder’s successors and assigns as if expressly ratified and confirmed in writing by each
of them.

AGREEMENT

NOW, THEREFORE, in consideration of the promises and agreements of the Parties and for
other good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the
Parties and the Escrow Agent agree as follows:

ARTICLE 1
ESCROW DEPOSIT

1.1.  Receipt of Escrow Property. Upon execution hereof, Buyer shall deliver to the Escrow
Agent the amount of $10,000,000 (the “Escrow Property”) in immediately available funds.

1
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1.2. Investments.

(a) The Escrow Agent is authorized and directed to deposit, transfer, hold and invest the
Escrow Property and any investment income thereon as set forth in Exhibit A hereto, or as set forth in any
subsequent joint written instruction signed by Buyer and the Shareholder Representative. Any investment
earnings and income on the Escrow Property shall not become part of the Escrow Property and shall be
disbursed in accordance with Section 1.5 of this Escrow Agreement.

(b) The Escrow Agent is hereby authorized and directed to sell or redeem any such
investments as it deems necessary to make any payments or distributions required under this Escrow
Agreement. The Escrow Agent shall have no responsibility or liability for any loss which may result
from any investment or sale of investment made pursuant to this Escrow Agreement. The Escrow Agent
is hereby authorized, in making or disposing of any investment permitted by this Escrow Agreement, to
deal with itself (in its individual capacity) or with any one or more of its affiliates, whether it.or any such
affiliate is acting as agent of the Escrow Agent or for any third person or dealing as principal for its own
account. The Parties acknowledge that the Escrow Agent is not providing investment supervision,
recommendations, or advice.

1.3. Procedures.with Respect to Indemnification Claims.

(@) Claim. If Buyer desires to make a claim against the Escrow Property pursuant to its
rights under Article IX of the Merger Agreement (each, a “Claim”), Buyer, on its own behalf or on behalf
of another indemnified party under the Merger Agreement (such claiming party, the “Claimant™), shall
deliver a written notice of the Claim (a “Claims Notice”) to the Escrow Agent, with a copy to the
Shareholder Representative, substantially in the form attached hereto as Annex I describing the nature of,
and details pertaining to, the Claim, the basis thereof (including the specific provisions of the Merger
Agreement related to such Claim), the amount of damages to which the Claimant believes it is entitled to
indemnification for liability under the Merger Agreement (the “Claimed Amount”), and Claimant
payment delivery instructions.

(b) Response by the Shareholder Representative. Within 30 days after receipt by the Escrow
Agent and the Shareholder Representative of any Claims Notice (“Response Period”), the Shareholder
Representative shall, with respect to such Claims Notice, by notice to Buyer and the Escrow Agent (a
“Response Notice”) substantially in the form attached hereto as Annex II, either (a) accept and agree to
liability for the Claimed Amount in whole, or (b) deny liability for the Claimed Amount in whole or in
part (it being understood that any portion of the Claimed Amount for which the Shareholder
Representative has not denied liability shall be deemed to have been conceded). If the Shareholder
Representative denies liability in whole or ‘in part, such Response Notice shall be accompanied by a
reasonably detailed description of the basis for such denial. The portion of the Claimed Amount for
which the Shareholder Representative has conceded liability is referred to herein as the “Conceded
Amount.” If the Shareholder Representative has conceded liability for any portion of the Claimed
Amount, Buyer and the Shareholder Representative, by joint notice substantially in the form attached
hereto as Annex III, shall instruct the Escrow Agent to promptly pay to the applicable Claimant the
Conceded Amount (such joint notice, the “Conceded Amount Notice”).

(©) Resolutions of Disputes. If the Shareholder Representative has denied liability for, fails
to deliver a Response Notice or otherwise disputes, the Claimed Amount, in whole or in part (such denied
and/or disputed Claimed Amount or portion thereof constituting an “Outstanding Claim”), the
Shareholder Representative and Buyer, on behalf of the applicable Claimant, shall proceed in good faith
to resolve such Outstanding Claim per Section 9.6 of the Merger Agreement. Upon final resolution of

2
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such Outstanding Claim in accordance with Section 9.6 of the Merger Agreement, Buyer and the -
Shareholder Representative shall deliver to the Escrow Agent a Conceded Amount Notice signed by each
of them. Such Conceded Amount Notice shall instruct the Escrow Agent to pay to the applicable
Claimant the amount, if any, agreed to by both Buyer and the Shareholder Representative in settlement of
such Outstanding Claim. Alternatively, if such Outstanding Claim shall be resolved through binding
arbitration in accordance with Section 12.10 of the Merger Agreement, Buyer may present the Escrow
Agent with written evidence of a final, conclusive and binding decision (the “Final Decision™) containing
the amount awarded in respect of the Outstanding Claim as finally determined by the Arbitrator (the
“Ordered Amount”).

(d) Payment of Claims. The Escrow Agent promptly shall pay, no later than the fifth
business day following the determination of a Payment Event (as such term is defined below), to the
applicable Claimant from the Escrow Property: (i) following any concession (or deemed concession) of
liability by the Shareholder Representative, in whole or in part, the Conceded Amount as set forth in the
Conceded Amount Notice; or (ii) following receipt by the Escrow Agent of any Final Decision, the
Ordered Amount (collectively, clauses (i) and (ii), the “Payment Events™).

1.4. Disbursements.

(a) Within five business days of the 12-month anniversary of the date hereof (the “Initial
Release Date), the Escrow Agent shall release from the Escrow Property to the Shareholder
Representative, on behalf of the Controlling Shareholders, such amount to the extent that, immediately
following such disbursement, the Escrow Agent shall have retained an amount in the Escrow Property
equal to the sum of (A) $4,000,000 and (B) to the extent there exists one or more Outstanding Claims
asserted on or prior to the applicable Survival Date and such Outstanding Claim has not been resolved
pursuant to Section 1.3(c) prior to the Initial Release Date, the aggregate dollar amount of all such
Outstanding Claims.

(b) Within five business days of the 18-month anniversary of the date hereof (the “Second
Release Date™), the Escrow Agent shall release from the Escrow Property to the Shareholder
Representative, on behalf of the Controlling Shareholders, such amount to the extent that, immediately
following such disbursement, the Escrow Agent shall have retained an amount in the Escrow Property
equal to the sum of (A) $2,000,000 and (B) to the extent there exists one or more Outstanding Claims
asserted on or prior to the applicable Survival Date and such Outstanding Claim has not been resolved
pursuant to Section 1.3(c) prior to the Second Release Date, the aggregate dollar amount of all such
Outstanding Claims

(©) Within five business days of the three-year anniversary of the date hereof (the “Final
Release Date” and together with the Initial Release Date and the Second Release Date, the “Release
Dates”), the Escrow Agent shall release from the Escrow Property to the Shareholder Representative, on
behalf of the Controlling Shareholders, all remaining amounts; provided, however, that to the extent there
exists one or more Outstanding Claims asserted on or prior to the applicable Survival Date and such
Outstanding Claim(s) has not been resolved pursuant to Section 1.3(c) prior to the Final Release Date, the
Escrow Agent shall retain an amount in the Escrow Property equal to the aggregate dollar amount of all
such Outstanding Claims. Following the Final Release Date, upon final resolution of all such
Outstanding Claims, to the extent there remain any unpaid amounts owed to Buyer pursuant to the terms
of this Agreement, Buyer and the Shareholder Representative shall promptly deliver to the Escrow Agent
joint written instructions instructing the Escrow Agent to pay to Buyer an amount from the Escrow
Property equal to such unpaid amount. Thereafter, the Escrow Agent shall disburse any remaining
amounts in the Escrow Property to the Shareholder Representative.
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(d) The Parties understand that any investment earnings included in the Escrow Property
transferred to the Shareholder Representative, on behalf of the Controlling Shareholders, shall have been
or shall be reported for tax reporting purposes by the Escrow Agent as provided in Section 1.5 below.

(e) Upon receipt of a Conceded Amount Notice with respect to a particular Outstanding
Claim, the Escrow Agent shall promptly pay to the applicable Claimant, as the case may be, the Conceded
Amount. :

® Upon receipt of a Final Decision with respect to a particular Outstanding Claim, the
Escrow Agent shall promptly pay to the applicable Claimant, as the case may be, the Ordered Amount, if
any.

(2) In the event that the Parties jointly instruct the Escrow Agent to disburse the Escrow
Property to any party, the Escrow Agent shall comply with such instructions, any provision herein to the
contrary notwithstanding.

1.5. Income Tax Allocation and Reporting.

(a) The Parties agree to treat the Escrow Property as owned by Buyer and not received by the
Controlling Shareholders or the Sharcholder Representative, in all cases to the extent not paid to the
Shareholder Representative for the benefit of the Controlling Shareholders pursuant to thlS Agreement,
and to file all Tax Returns on a basis consistent with such treatment.

(b) The Parties agree that, for tax reporting purposes, all interest and other income from
investment of the Escrow Property (the “Earnings”) shall, as of the end of each calendar year and to the
extent required by the Internal Revenue Service (the “IRS”), be treated as having been earned by the
Controlling Shareholders as set forth in Exhibit D hereto for United States federal income tax purposes.
Unless otherwise required by law, the Parties hereto agree that, for United States federal income tax
purposes, the Controlling Shareholders shall report Earnings as their income and shall report related
expenses as their expense. The Escrow Agent annually shall file information returns with the IRS and
provide payee statements to the Controlling Shareholders, documenting such Earnings.

© Notwithstanding anything to the contrary in this Agreement, the Escrow Agent shall
distribute to the Shareholder Representative, for the benefit of the Controlling Shareholders, on a
quarterly basis, out of the Escrow Property an amount equal to the Earnings for such quarter.

(d) Any disbursement of Escrow Property to the Shareholder Representative for the benefit -

of the Controlling Shareholders shall be treated for United States federal income tax purposes as
consisting, in part, of imputed interest in accordance with Section 483 of the Internal Revenue Code of
1986, as amended (the “the Code”), and the Treasury Regulations promulgated thereunder.

(e Prior to the date hereof, Buyer and the Shareholder Representative shall provide the
Escrow Agent with certified tax identification numbers by furnishing appropriate form W-9 or W-8 and
such other forms and documents that the Escrow Agent may reasonably request to complete such
information returns and payee statements. The Shareholder Representative understands that if such tax
reporting documentation is not provided and certified to the Escrow Agent, the Escrow Agent may be
required by the Code and the Treasury Regulations promulgated thereunder, to withhold a portion of any
interest or other income earned on the investment of the Escrow Property.

(3 To the extent that the Escrow Agent becomes liable for the payment of any taxes 1n
respect of income derived from the investment of the Escrow Property, the Escrow Agent shall satisfy
4
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such liability to the extent possible from the Escrow Property. The Buyer shall indemnify, defend and
hold the Escrow Agent harmless from and against any tax, late payment, interest, penalty or other cost or
expense that may be assessed against the Escrow Agent on or with respect to the Escrow Property unless
such tax, late payment, interest, penalty or other expense was directly caused by the gross negligence or
willful misconduct of the Escrow Agent. The Shareholder Representative shall indemnify, defend and
hold the Escrow Agent harmless from and against any tax, late payment, interest, penalty or other cost or
expense that may be assessed against the Escrow Agent on or with respect to the Earnings unless such
tax, late payment, interest, penalty or other expense was directly caused by the gross negligence or willful
misconduct of the Escrow Agent. The indemnification provided by this Section 1.5(f) is in addition to the
indemnification provided in Section 3.1 and shall survive the resignation or removal of the Escrow Agent
and the termination of this Escrow Agreement.

1.6. Termination. This Escrow Agreement shall terminate following the final disbursement of
any remaining Escrow Property in accordance with Section 1.4 and this Escrow Agreement shall be of no
further force and effect except that the provisions of Sections 1.5(f), 3.1 and 3.2 hereof shall survive
termination. '

ARTICLE 2
DUTIES OF THE ESCROW AGENT"

2.1. Scope of Responsibility. Notwithstanding any provision to the contrary, the Escrow
Agent is obligated only to perform the duties specifically set forth in this Escrow Agreement, which shall
be deemed purely ministerial in nature. Under no circumstances will the Escrow Agent be deemed to be a
fiduciary to any Party or any other person under this Escrow Agreement. The Escrow Agent will not be
responsible or liable for the failure of any Party (excluding, for the avoidance of doubt, the Escrow
Agent) to perform in accordance with this Escrow Agreement. The Escrow Agent shall neither be
responsible for, nor chargeable with, knowledge of the terms and conditions of any other agreement,
instrument, or document other than this Escrow Agreement, whether or not an original or a copy of such
agreement has been provided to the Escrow Agent; and the Escrow Agent shall have no duty to know or
inquire as to the performance or nonperformance of any provision of any such agreement, instrument, or
document. References in this Escrow Agreement to any other agreement, instrument, or document are for
the convenience of the Parties, and the Escrow Agent has no duties or obligations with respect thereto.
This Escrow Agreement sets forth all matters pertinent to the escrow contemplated hereunder, and no
additional obligations of the Escrow Agent shall be inferred or implied from the terms of this Escrow
Agreement or any other agreement.

2.2.  Attorneys and Agents. The Escrow Agent shall be entitled to rely on and shall not be
liable for any action taken or omitted to be taken by the Escrow Agent in accordance with the advice of
counsel or other professionals retained or consulted by the Escrow Agent. The Escrow Agent shall be
reimbursed as set forth in Section 3.1 for any and all compensation (fees, expenses and other costs) paid
and/or reimbursed to such counsel and/or professionals. The Escrow Agent may perform any and all of
its duties through its agents, representatives, attorneys, custodians, and/or nominees.

2.3.  Reliance. The Escrow Agent shall not be liable for any action taken or not taken by it in
accordance with the direction or consent of the Parties or their respective agents, representatives,
successors, or assigns. The Escrow Agent shall not be liable for acting or refraining from acting upon any
notice, request, consent, direction, requisition, certificate, order, affidavit, letter, or other paper or
document believed by it to be genuine and correct and to have been signed or sent by the proper person or
persons, without further inquiry into the person’s or persons’ authority. Concurrent with the execution of
this Escrow Agreement, the Parties shall deliver to the Escrow Agent authorized signers’ forms in the
form of Exhibit B-1 and Exhibit B-2 to this Escrow Agreement.
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2.4. - Right Not Duty Undertaken. The permissive rights of the Escrow Agent to do things
enumerated in this Escrow Agreement shall not be construed as duties.

2.5. No Financial Obligation. No provision of this Escrow Agreement shall require the
Escrow Agent to risk or advance its own funds or otherwise incur any financial liability or potential
financial liability in the performance of its duties or the exercise of its rights under this Escrow
Agreement.

ARTICLE 3
PROVISIONS CONCERNING THE ESCROW AGENT

3.1 Indemnification. The Parties, jointly and severally, shall indemnify, defend and hold
harmless the Escrow Agent from and against any and all loss, liability, cost, damage and expense,
including, without limitation, attorneys’ fees and expenses or other professional fees and expenses which
the Escrow' Agent may suffer or incur by reason of any action, claim or proceeding brought against the
Escrow Agent, arising out of or relating in any way to this Escrow Agreement or any transaction to which
this Escrow Agreement relates, unless such loss, liability, cost, damage or expense shall have been finally
adjudicated to have been caused by the willful misconduct or gross negligence of the Escrow Agent. The
provisions of this Section 3.1 shall survive the resignation or removal of the Escrow Agent and the
termination of this Escrow Agreement.

3.2.  Limitation of Liability. @ZTHE ESCROW AGENT SHALL NOT BE LIABLE,
DIRECTLY OR INDIRECTLY, FOR ANY (I) DAMAGES, LOSSES OR EXPENSES ARISING OUT
OF THE SERVICES PROVIDED HEREUNDER, OTHER THAN DAMAGES, LOSSES OR
EXPENSES WHICH HAVE BEEN FINALLY ADJUDICATED TO HAVE RESULTED FROM THE
ESCROW AGENT’S GROSS NEGLIGENCE OR WILLFUL MISCONDUCT, OR (II) SPECIAL,
INDIRECT OR CONSEQUENTIAL DAMAGES OR LOSSES OF ANY KIND WHATSOEVER
(INCLUDING WITHOUT LIMITATION LOST PROFITS), EVEN IF THE ESCROW AGENT HAS
BEEN ADVISED OF THE POSSIBILITY OF SUCH LOSSES OR DAMAGES AND REGARDLESS
OF THE FORM OF ACTION.

3.3.  Resignation or Removal. The Escrow Agent may resign by furnishing written notice of
its resignation to the Parties, and the Parties may remove the Escrow Agent by furnishing to the Escrow
Agent a joint written notice of its removal along with payment of all fees and expenses to which it is
entitled through the date of termination. Such resignation or removal, as the case may be, shall be
effective 30 days after the delivery of such notice or upon the earlier appointment of a successor, and the
Escrow Agent’s sole responsibility thereafter shall be to safely keep the Escrow Property and to deliver
the same to a successor escrow agent as shall be appointed by the Parties, as evidenced by a joint written
notice filed with the Escrow Agent or in accordance with a court order. If the Parties have failed to
appoint a successor escrow agent prior to the expiration of 30 days following the delivery of such notice
of resignation or removal, the Escrow Agent may petition any court of competent jurisdiction for the
appointment of a successor escrow agent or for other appropriate relief, and any such resulting
appointment shall be binding upon the Parties.

34.  Compensation. The Escrow Agent shall be entitled to compensation for its services as
stated in the fee schedule attached hereto as Exhibit C, which compensation shall be paid jointly by the
Shareholder Representative and Buyer (with each Party responsible for one-half of such compensation).
The fee agreed upon for the services rendered hereunder is intended as full compensation for the Escrow
Agent's services as contemplated by this Escrow Agreement; provided, however, that in the event that the
conditions for the disbursement of funds under this Escrow Agreement are not fulfilled, or the Escrow
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Agent renders any service not contemplated in this Escrow Agreement, or there is any assignment of
interest in the subject matter of this Escrow Agreement, or any material modification hereof, or if any
material controversy arises hereunder, or the Escrow Agent is made a party to any litigation pertaining to
this Escrow Agreement or the subject matter hereof, then the Escrow Agent shall be compensated for
such extraordinary services and reimbursed for all costs and expenses, including reasonable attorneys’
fees and expenses, occasioned by any such delay, controversy, litigation or event. The Escrow Agent
shall have, and is hereby granted, a prior lien upon the Escrow Property with respect to its unpaid fees,
non-reimbursed expenses and unsatisfied indemnification rights, superior to the interests of any other
persons or entities and is hereby granted the right to set off and deduct any unpaid fees, non-reimbursed
expenses and unsatisfied indemnification rights from the Escrow Property.

3.5. Disagreements. If any conflict, disagreement or dispute arises between, among, or
involving any of the parties hereto concerning the meaning or validity of any provision hereunder or
concerning any other matter relating to this Escrow Agreement, or the Escrow Agent is in doubt as to the
action to be taken hereunder, the Escrow Agent is authorized to retain the Escrow Property until the
Escrow Agent (i) receives a final non-appealable order of a court of competent jurisdiction or a final non-
appealable arbitration decision directing delivery of the Escrow Property, (ii) receives a written agreement
executed by each of the parties involved in such disagreement or dispute directing delivery of the Escrow
Property, in which event the Escrow Agent shall be authorized to disburse the Escrow Property in
accordance with such final court order, arbitration decision, or agreement, or (iii) files an interpleader
action in any court of competent jurisdiction, and upon the filing thereof, the Escrow Agent shall be
relieved of all liability as to the Escrow Property and shall be entitled to recover attorneys’ fees, expenses
and other costs incurred in commencing and maintaining any such interpleader action. The Escrow Agent
shall be entitled to act on any such agreement, court order, or arbitration decision without further

question, inquiry, or consent.

3.6. Merger or Consolidation. Any corporation or association into which the Escrow Agent
may be converted or merged, or with which it may be consolidated, or to which it may sell or transfer all
or substantially all of its corporate trust business and assets as a whole or substantially as a whole, or any
corporation or association resulting from any such conversion, sale, merger, consolidation or transfer to
which the Escrow Agent is a party, shall be and become the successor escrow agent under this Escrow
Agreement and shall have and succeed to the rights, powers, duties, immunities and privileges as its
predecessor, without the execution or filing of any instrument or paper or the performance of any further
act.

3.7. Attachment of Escrow Property; Compliance with Legal Orders. In the event that any
Escrow Property shall be attached, garnished or levied upon by any court order, or the delivery thereof
shall be stayed or enjoined by an order of a court, or any order, judgment or decree shall be made or
entered by any court order affecting the Escrow Property, the Escrow Agent is hereby expressly
authorized, in its sole discretion, to respond as it deems appropriate or to comply with all writs, orders or
decrees so entered or issued, or which it is advised by legal counsel of its own choosing is binding upon
it, whether with or without jurisdiction. In the event that the Escrow Agent obeys or complies with any
such writ, order or decree it shall not be liable to any of the Parties or to any other person, firm or
corporation, should, by reason of such compliance notwithstanding, such writ, order or decree be
subsequently reversed, modified, annulled, set aside or vacated.

3.8.  Force Majeure. The Escrow Agent shall not be responsible or liable for any failure or
delay in the performance of its obligation under this Escrow Agreement arising out of or caused, directly
or indirectly, by circumstances beyond its reasonable control, including, without limitation, acts of God;
earthquakes; fire; flood; wars; acts of terrorism; civil or military disturbances; sabotage; epidemic; riots;
interruptions, loss or malfunctions of utilities, computer (hardware or software) or communications

7
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services; accidents; labor disputes; acts of civil or military authority or governmental action; it being
understood that the Escrow Agent shall use commercially reasonable efforts which are consistent with
accepted practices in the banking industry to resume performance as soon as reasonably practicable under
the circumstances.

ARTICLE 4
MISCELLANEOUS

4.1. Successors and Assigns.. This Escrow Agreement shall be binding on and inure to the
benefit of the Parties and the Escrow Agent and their respective successors and permitted assigns. No
other persons shall have any rights under this Escrow Agreement. No assignment of the interest of any of
the Parties shall be binding unless and until written notice of such assignment shall be delivered to the
other Party and the Escrow Agent and shall require the prior written consent of the other Party and the
Escrow Agent (such consent not to be unreasonably withheld).

4.2 Escheat. The Parties are aware that under applicable state law, property which is
presumed abandoned may under certain circumstances escheat to the applicable state. The Escrow Agent
shall have no liability to the Parties, their respective heirs, legal representatives, successors and assigns, or
any other party, should any or all of the Escrow Property escheat by operation of law.

43.  Notices. All notices, requests, demands, and other communications required under this
Escrow Agreement shall be in writing, in English, and shall be deemed to have been duly given if
delivered (i) personally, (ii) by facsimile transmission with written confirmation of receipt, (iii) by
overnight delivery with a reputable national overnight delivery service, or (iv) by certified mail, return
receipt requested, and postage prepaid. Any notice given shall be deemed given upon the actual date of
such delivery. If notice is given to a party, it shall be given at the address for such party set forth below.
It shall be the responsibility of the Parties to notify the Escrow Agent and the other Party in writing of any
name or address changes. In the case of communications delivered to the Escrow Agent, such
communications shall be deemed to have been given on the date received by the Escrow Agent.

If to Buyer:

c/o Carlyle Investment Management L.L.C.
1001 Pennsylvania Avenue, NW
Washington, DC 20004-2505

Attention: Robert Dove

Facsimile: (203) 347-1818

with a copy (which shall not constitute notice) to:

Latham & Watkins LLP

355 South Grand Avenue
Los Angeles, CA 90071-1560
Attention: Bradley A. Helms
Facsimile: (213) 891-8763

If to the Shareholder Representative:
c/o Nyri Wheeler

21031 Manessa Circle
Huntington Beach, CA 92646

LA\2188360.9
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Attention: Henry H. Wheeler, Jr.
with a copy (which shall not constitute notice) to:

Fulbright & Jaworski L.L.P.

555 South Flower Street, 41 Floor
Los Angeles, CA 90071-1560
Attention: David A. Ebershoff
Facsimile: (213) 892-9494

If to the Escrow Agent:

Wells Fargo Bank, National Association
Corporate, Municipal and Escrow Solutions
707 Wilshire Blvd, 17" Floor

MAC #E2818-176

Los Angeles, CA 90017

Attn: Kyle Lim

Facsimile: (213) 614-3306

Telephone: (213) 614-3493

44, Governing Law. This Escrow Agreement shall be governed by and construed in
accordance with the laws of the State of California.

45. Entire Agreement. This Escrow Agreement [and the Merger Agreement] sets forth the
entire agreement and understanding of the parties related to the Escrow Property.

4.6. Amendment. This Escrow Agreement may be amended, modified, superseded,
rescinded, or canceled only by a written instrument executed by the Parties and the Escrow Agent.

4.7. Waivers. The failure of any party to this Escrow Agreement at any time or times to
require performance of any provision under this Escrow Agreement shall in no manner affect the right at
a later time to enforce the same performance. A waiver by any party to this Escrow Agreement of any
such condition or breach of any term, covenant, representation, or warranty contained in this Escrow
Agreement, in any one or more instances, shall neither be construed as a further or continuing waiver of
any such condition or breach nor a waiver of any other condition or breach of any other term, covenant,
representation, or warranty contained in this Escrow Agreement.

4.8. Headings. Section headings of this Escrow Agreement have been inserted for
convenience of reference only and shall in no way restrict or otherwise modify any of the terms or
provisions of this Escrow Agreement.

4.9. Counterparts. This Escrow Agreement may be executed in one or more counterparts,
each of which when executed shall be deemed to be an original, and such counterparts shall together
constitute one and the same instrument.

[The remainder of this page left intentionally blank.]
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IN WITNESS WHEREQF, this Escrow Agreement has been duly executed as of the date
first written above. '

WESTERN WATER HOLDINGS, LLC

By:
Name: Robert Dove
Title: President

HENRY H. WHEELER, JR., as Shareholder
Representative

Henry H. Wheeler, Jr.

WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Escrow Agent

By:
Name:
Title:

S-1
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EXHIBIT A

Agency and Custody Account Direction
For Cash Balances
Wells Fargo Money Market Deposit Accounts

Direction to use the following Wells Fargo Money Market Deposit Accounts for Cash Balances
for the escrow account or accounts (the “Account”) established under the Escrow Agreement to
which this Exhibit A is attached. :

You are hereby directed to deposit, as indicated below, or as the parties to the Escrow Agreement
shall jointly direct further in writing from time to time, all cash in the Account in the following
money market deposit account of Wells Fargo Bank, National Association:

Wells Fargo Money Market Deposit Account (MMDA)

The parties to the Escrow Agreement understand that amounts on deposit in the MMDA are
insured, subject to the applicable rules and regulations of the Federal Deposit Insurance
Corporation (FDIC), in the basic FDIC insurance amount of $250,000 per depositor, per insured
bank. This includes principal and accrued interest up to a total of $250,000.

The parties to the Escrow Agreement acknowledge that they have full power to direct investments
of the Account.

The parties to the Escrow Agreement understand that they may change this direction at any time
and that it shall continue in effect until revoked or modified by the undersigned by written notice
to you.

Western Water Holdings, LLC

Authorized Representative

Date

Henry H. Wheeler, Jr., as Shareholder Representative

Henry H. Wheeler, Jr.

Date

LA\2188360.9
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EXHIBIT B-1

CERTIFICATE AS TO AUTHORIZED SIGNATURES

The specimen signatures shown below are the specimen signatures of the individuals who have
been designated as authorized representatives of Buyer and are authorized to initiate and approve
transactions of all types for the escrow account or accounts established under the Escrow
Agreement to which this Exhibit B-1 is attached, on behalf of Buyer.

Name / Title Specimen Signature

Name Signature

Title

Name Signature

Title

Name _ Signature

Title

Name Signature

Title

LA\2188360.9
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EXHIBIT B-2

CERTIFICATE AS TO AUTHORIZED SIGNATURES

Attachment CFC 1(a)

The specimen signatures shown below is[are] the specimen signature[s] of the individual[s] who
has[have] been designated as the authorized representative of the Controlling Shareholders and
is[are] authorized to initiate and approve transactions of all types for the escrow account or
accounts established under the Escrow Agreement to which this Exhibit B-2 is attached, on behalf

of the Controlling Shareholders.

Name / Title

Name

Title

Name

Title

Name

Title

Name

Title

LA\2188360.9
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EXHIBIT C

FEES OF ESCROW AGENT

[To be attached]

Attachment CFC 1(a)
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EXHIBIT D

CONTROLLING SHAREHOLDERS PRO-RATA

" [To be attached]
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ANNEX 1
CLAIMS NOTICE

Wells Fargo Bank, National Association

Attention:

Ladies and Gentlemen:

The undersigned, pursuant to Section 1.3(a) of the Escrow Agreement, dated as of [ ], 2011, by
and among Western Water Holdings, LLC (“Buyer”), Henry H. Wheeler, Jr., in his capacity as the
Controlling Shareholders’ agent under the Merger Agreement (the “Shareholder Representative”) and
Wells Fargo Bank, National Association, as escrow agent (the “Escrow Agent”) (the “Escrow
Agreement”) (terms defined in the Escrow Agreement have the same meanings when used herein), hereby

certifies that Buyer [if applicable, on behalf of [ 1] is or may be entitled to indemnification
pursuant to Article IX of the Merger Agreement in an amount equal to (a) $ (the “Claimed
Amount”). Buyer further certifies that the nature and basis of the Claim is as follows: [ ].

Upon receipt of a Response Notice (as defined in the Escrow Agreement) from the Shareholder
Representative in accordance with the Escrow Agreement, you are hereby instructed to release and pay, in
accordance with the Escrow Agreement, the Claimed Amount from the Escrow Account to [ ]
(for payment by such parties to [ [) by method of [include wire instructions / check].

- Dated: [ 1,20[__].

Western Water Holdings, LL.C

By:
Name:
Title:

cc: Henry H. Wheeler, Jr., as the Shareholder Representative

LA\2188360.9
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ANNEX 11
RESPONSE NOTICE

Wells Fargo Bank, National Association

Attention:

Ladies and Gentlemen:

The undersigned, in his capacity as the Controlling Shareholders’ agent under the Merger Agreement (the
“Shareholder Representative”), pursuant to Section [.3(b) of the Escrow Agreement, dated as of
[ 1, 2011, by and among the Shareholder Representative, Western Water Holdings, LLC (“Buyer”),
and Wells Fargo Bank, National Association, as escrow agent (the “Escrow Agent”) (the ‘“Escrow
Agreement”) (terms defined in the Escrow Agreement have the same meanings when used herein),
hereby:

(a) concedes liability [in whole for] [in part in respect of $[ ] of] the Claimed Amount (the
“Conceded Amount”) referred to in the Claims Notice dated [ 1, 20[__] pursuant to Article IX of
the Merger Agreement; [and] [or]

(b)  denies liability [in whole for] [in part in respect of $[ ] of] the Claimed Amount referred to vin
the Claims Notice dated [ 1, 20[__] pursuant to Article IX of the Merger Agreement.

Attached hereto is a description of the basis for the foregoing.

Dated: [ 1,20[__].

Henry H. Wheeler, Jr., as Shareholder Representative

By:
Name:
Title:

cC: Western Water Holdings, LLC

LA\2188360.9
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ANNEX III
CONCEDED AMOUNT NOTICE

Wells Fargo Bank, National Association

Attention:

Ladies and Gentlemen:

The undersigned, pursuant to Section 1.3(b) of the Escrow Agreement, dated as of [ 1,
2011, by and among Western Water Holdings, LLC (“Buyer”), Henry H. Wheeler, Jr., in his
capacity as the Controlling Shareholders’ agent under the Merger Agreement (the “Shareholder
Representative”) and Wells Fargo Bank, National Association, as escrow agent (the “Escrow
Agent”) (the “Escrow Agreement”) (terms defined in the Escrow Agreement have the same
meanings when used herein), hereby jointly:

(a) certify that [a portion of] the Claimed Amount with respect to the matter described in the
attached in the amount of $[ ] (the “Conceded Amount™) is owed to [ ]; and

b) instruct you to promptly pay to [ ] from the Escrow Property $[ ] [insert
amount pursuant to paragraph (a)] as soon as practicable following your receipt of this notice and,
in any event, no later than five (5) business days following the date hereof.

Dated: [ ],20[__1.

Western Water Holdings, LLC

By:

Name:
Title:

Henry H. Wheeler, Jr., as Shareholder Representative

Henry H. Wheeler, Jr.

LAV2188360.9
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EXHIBIT E

Form of Letter of Transmittal

(See attached)
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FORM OF
LETTER OF TRANSMITTAL

for shares of Common Stock
. of
PARK WATER COMPANY

surrendered or cancelled for consideration pursuant to the merger of PWC Merger Sub, Inc. with and into Park Water
Company

Delivery to:

Park Water Company

ame(s) and Address(es) of Share Number of Mark Box if
Registered Holder(s) Certificate Shares Certificate(s)

(Please fill in, if blank, exactly as Number(s) Represented by Held by Park
name(s) Certificate(s) | Water Company

appear(s) on the Certificate(s))

HOOOOO0O000C0OO0OCO0O00od

Total Shares of Common Stock
Owned and Surrendered:
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Ladies and Gentlemen:

In connection with the merger (the “Merger”) of PWC Merger Sub, Inc. (“Merger Sub™), a wholly own-
subsidiary of Western Water Holdings, LLC (“Buyer”), with and into Park Water Company (“Park Water”), pursuan(\
an Agreement and Plan of Merger, dated December 21, 2010 (the “Merger Agreement”), by and among Buyer, Merge:
Sub, Park Water, and Henry H. Wheeler, Jr., as the Shareholder Representative, the undersigned herewith surrenders the
above described certificate(s) (including those held by Park Water, the “Certificate(s)”) or affidavits in support thereof,
which prior to the Merger represented shares of Park Water’s Common Stock, par value $25.00 per share (the “Shares™),
in exchange for the consideration set forth below, without interest and subject to the terms and conditions of the Merger
Agreement. Capitalized terms used but not defined herein shall have the meanings ascribed to them in the Merger

Agreement.

As a result of the Merger, each Share (other than any Dissenting Shares) will be converted automatically into the
right to receive the Per Share Closing Merger Consideration.

Waiver of Appraisal Rights

BY DELIVERY OF THIS LETTER OF TRANSMITTAL TO PARK WATER, THE UNDERSIGNED HEREBY
(I) FOREVER WAIVES ALL APPRAISAL OR SIMILAR RIGHTS AVAILABLE TO THE UNDERSIGNED IN
CONNECTION WITH THE MERGER UNDER CHAPTER 13 OF THE CALIFORNIA CORPORATIONS CODE
WITH RESPECT TO ANY SHARES AT ANY TIME HELD BY THE UNDERSIGNED NOT PREVIOUSLY
WAIVED AND (II) FULLY AND COMPLETELY WITHDRAWS ALL OBJECTIONS PREVIOUSLY MADE TO
THE MERGER AND/OR DEMANDS FOR APPRAISAL, IF ANY, WITH RESPECT TO ANY SHARES AT ANY
TIME HELD BY THE UNDERSIGNED.

Surrender of Shares

The Merger Agreement contemplates that, following its receipt of the Letter of Transmittal, each Shareholder that
delivers to Park Water: (1) such Shareholder’s Letter of Transmittal, duly executed by such Shareholder, (2) sy
Certificates (or affidavits in support thereof) representing Shares then held by such Shareholder, and (3) such oth.
documents and information requested in this Letter of Transmittal, shall be entitled to payment of the aggregate Per Share
Merger Consideration; provided that (x) each Shareholder that delivers such materials to Park Water prior to the Effective
Time shall be entitled to payment of such consideration at the Effective Time and (y) each Shareholder that delivers such
materials to Park Water following the Effective Time shall be entitled to payment of such consideration within five
Business Days following the Surviving Corporation’s receipt of such materials. The undersigned acknowledges that, until
surrendered, each outstanding Certificate that formerly represented Shares will be deemed from and after the Effective
Time, for all corporate purposes, to evidence only the right to receive the consideration payable in respect of such Shares
in accordance with the terms of the Merger Agreement, and that from and after the Effective Time, the undersigned shall
cease to have any rights as a holder of shares of common stock of Park Water.

The undersigned represents below that the undersigned has full authority to surrender the Shares, free and clear of
all liens, claims and encumbrances All authority conferred or agreed to be conferred in this Letter of Transmittal shall be
binding upon the successors, assigns, heirs, executors, administrators and legal representatives of the undersigned and
shall not be affected by, and shall survive, the death or incapacity of the undersigned. Subject to, and effective upon,
payment for the Shares surrendered herewith, in accordance with the terms and subject to the conditions of the Merger
Agreement and this Letter of Transmittal, the undersigned hereby assigns and transfers to, or upon the order of, Park
Water all right, title and interest in and to all of the Shares that are being surrendered hereby. The surrender of Shares is
irrevocable but will not be effective until and upon the Effective Time. The undersigned acknowledges that the Merger is
subject to various conditions. In the event the Merger Agreement is terminated prior to the Effective Time, previously
delivered Letters of Transmittal shall be null and void and any Certificates (or affidavits in support thereof) delivered
therewith shall be returned to the record holder of such Certificates.

The undersigned understands, acknowledges and agrees that surrender is not made in acceptable form until the
receipt by Park Water of this Letter of Transmittal, or a facsimile hereof, duly completed and signed, and of g
Certificate(s) (or affidavits in support thereof), together with all accompanying evidences of authority in form reasonab._
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satisfactory to Buyer (which may delegate power in whole or in part to an affiliate or a representative thereof). The

undersigned acknowledges and agrees that the consideration to be paid in exchange for each Share shall be deemed to

have been paid in full satisfaction of all rights pertaining to such Share. If the undersigned’s Certificate(s) have been lost,
rlen or destroyed, then the undersigned should complete an affidavit of loss in the form attached hereto as Exhibit A.

Representations and Warranties; Indemnification

By completion and delivery of this Letter of Transmittal, the undersigned hereby expressly represents and
warrants to Buyer as follows: '

() The undersigned is the registered and beneficial holder of the Shares represented by the Certificate(s)
listed in the box at the beginning of this Letter of Transmittal, with good title to, and full power and
authority to sell, assign and transfer, such Shares, free and clear of all liens, claims and encumbrances
(other than pursuant to or described in the Merger Agreement), and not subject to any adverse claims, and
the Shares represented by the Certificate(s) listed in the box on the first page of this Letter of Transmittal
constitute all shares of capital stock of Park Water that the undersigned owns, holds of record or has been
granted as of the date of execution hereof,

(i) The undersigned has all power and authority required to execute, deliver and perform his, her or its
obligations under this Letter of Transmittal and to consummate the transactions contemplated hereunder.

(iii) The execution, delivery and performance of this Letter of Transmittal has been duly authorized by the
undersigned. All organizational actions and proceedings required to be taken by or on the part of the
undersigned to authorize and permit the execution, delivery and performance by the undersigned of this
‘Letter of Transmittal, have been duly and properly taken. This Letter of Transmittal has been duly
executed and delivered by the undersigned.

The undersigned hereby understands, acknowledges and agrees that all of the representations, warranties and
agreements contained in this Letter of Transmittal shall survive the Merger. The undersigned hereby agrees to indemnify
"d hold harmless Buyer, Merger Sub, Park Water (both prior to the Effective Time and, following the Effective Time, as
. Surviving Corporation), each of their respective Affiliates and their respective officers and directors, and shall
seimburse them for any damages arising from, or in connection with, (a) any inaccuracy in the representations and
warranties made by the undersigned in this Letter of Transmittal or (b) any failure by the undersigned to perform or
comply with any agreement in this Letter of Transmittal.

Termination of Shareholders Agreement and Buy-Sell Agreement

The undersigned hereby acknowledges and agrees that completion and delivery of this Letter of Transmittal
constitutes an agreement by the undersigned to terminate that certain Amended and Restated Stock Purchase Agreement
of Park Water Company, dated as of November 7, 2002, such termination to be effective upon consummation of the

Merger.

To the extent that the undersigned is a party to that certain Buy-Sell Agreement, dated April 30, 1980, between
Park Water Company and the shareholders (as such may have been amended or modified from time to time, the “Buy-Sell
Agreement”), the undersigned hereby acknowledges and agrees that completion and delivery of this Letter of Transmittal
constitutes an agreement by the undersigned to terminate such Buy-Sell Agreement, such termination to be effective upon
consummation of the Merger.

Release

By completion and delivery of this Letter of Transmittal, and as a material inducement to Buyer’s and Merger

Sub’s willingness to enter into and perform the Merger Agreement, the undersigned hereby releases and forever
discharges Park Water (and following the Effective Time, the Surviving Corporation) and each of its individual, joint or
mutual, past, present and future Representatives, Affiliates, shareholders, controlling persons, subsidiaries, successors and
assigns (individually, a “Releasee” and collectively, “Releasees™) from any and all claims; demands, proceedings, causes
of action, orders, obligations, Contracts, agreements, debts and liabilities whatsoever, whether known or unknown,
spected or unsuspected, both at law and in equity, which the undersigned has, have ever had or may hereafter have
inst the respective Releasees arising contemporaneously with or prior to the Effective Time or on account of or arising

~ out of any matter, cause or event occurring contemporaneously with or prior to the Effective Time, including, but not
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limited to, any rights to indemnification or reimbursement from Park Water, whether pursuant to their respective charter,
bylaws or any other charter documents, Contract or otherwise and whether or not relating to claims pending on, or
asserted after, the Effective Time; provided, however, that nothing contained herein shall operate to release (i) anv
obligation of Buyer or the Surviving Corporation arising under the Merger Agreement, any Transaction Document or
agreement or instrument being executed and delivered pursuant to or in connection with the Merger Agreement, (ii) a.
claim, if applicable, against Surviving Corporation or its subsidiaries that arises as a result of or is related to the
undersigned’s capacity as an officer, employee or director of Park Water, the Surviving Corporation or their subsidiaries,
including any rights the undersigned may have under the policies of directors’ and officers’ liability insurance and
fiduciary liability insurance maintained by Park Water, including any tail policy thereto, and under any substitute policies
maintained by the Surviving Corporation, (iii) if applicable, any obligation of Park Water, the Surviving Corporation or
their subsidiaries for payment of salary, provision of or payment with respect to employee benefits in effect as of the date
hereof, and payment of any unreimbursed business expenses.

The undersigned hereby irrevocably covenants to refrain from, directly or indirectly, asserting any claim or
demand, or commencing, instituting or causing to be commenced, any proceeding of any kind agamst any Releasee, based
upon any matter purported to be released hereby.

Without in any way limiting any of the rights and remedies otherwise available to any Releasee, the undersigned
shall indemnify and hold harmless each Releasee from and against all loss, liability, claim, damage or expense (including
costs of investigation and defense and reasonable attorney’s fees) whether or not involving third party claims, arising
directly or indirectly from or in connection with (i) the assertion by or on behalf of the undersigned of any claim or other
matter purported to be released pursuant hereto and (ii) the assertion by any third party of any claim or demand against
any Releasee which claim or demand arises directly from any assertion by or on behalf of the undersigned against such
third party of any claims or other matters purported to be released pursuant to this release.

THE UNDERSIGNED ACKNOWLEDGES THAT IT HAS BEEN ADVISED OF THE PROVISIONS OF
CALIFORNIA CIVIL CODE SECTION 1542 WHICH PROVIDES THAT: “A GENERAL RELEASE DOES NOT
EXTEND TO CLAIMS WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT EXIST IN HIS FAVOR AT THE
TIME OF EXECUTING THE RELEASE, WHICH IF KNOWN BY HIM MUST HAVE MATERIALLY AFFECTEM™
HIS SETTLEMENT.” THE UNDERSIGNED BEING AWARE OF SAID CODE SECTION, HEREBY EXPRESE[]E
WAIVES ANY RIGHT SUCH CREDITOR MAY HAVE THEREUNDER, AS WELL AS UNDER ANY OT
STATUTE OR COMMON LAW PRINCIPLE OF SIMILAR EFFECT.

In the event that any provision of this release is held invalid or unenforceable by any court of competent
jurisdiction, the other provisions of this release will remain in full force and effect. Any provision of this release held
invalid or unenforceable only in part or degree will remain in full force and effect to the extent not held invalid or

unenforceable.

Tax Withholding

The undersigned hereby understands, acknowledges and agrees that to the extent any portion of the consideration
payable to the undersigned is subject to or is otherwise reserved for payment of applicable withholding or other taxes
under the Internal Revenue Code of 1986, as amended, or under any provision of state, local or foreign tax law, Buyer,
Merger Sub and any paying agent shall be entitled to deduct and withhold (or cause to be deducted and withheld) the full
amount of such taxes and reduce such consideration accordingly.

Please Consult Your Own Advisors

The undersigned is strongly urged to consult with legal, tax and/or financial advisor(s) of the undersigned’s
choosing regarding the consequences to the undersigned of the Merger, the Merger Agreement, and the undersigned’s
execution of this Letter of Transmittal, and the undersigned acknowledges that the undersigned (a) availed himself, herself
or itself of such right and opportunity (to the extent that the undersigned so desired), (b) has carefully reviewed and
understands the terms of the Merger Agreement and this Letter of Transmittal, and (c) is competent to execute this Letter
of Transmittal free from coercion, duress or undue influence.
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Please send this Letter of Transmittal together with any Certificate(s) (or affidavits in support thereof) to the
below address for delivery no later than [ ], 2011. All inquiries, correspondence and deliveries should be directed

as set forth below:

Park Water Company

9750 Washburn Road

Downey, CA 90241-7002
Attention: Christopher Schilling
Facsimile No.: (562) 923-1186

Delivery to an address other than as set forth above will not constitute valid delivery.

LA\2192278.6
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Please review the General Instructions accompanying this Letter of Transmittal carefully before completing.

I, the hareholder of the shares set forth in Box C, have
read this Letter of Transmittal in its entirety and agree to
the terms and conditions contained herein:

To be completed ONLY if the undersigned would like to be

paid by wire transfer instead of check. All checks will be
mailed to the address set forth in Box C. Note that Buyer
may elect to pay amounts by check and not wire transfer.

Signature

Bank

Print Name & Title (If Applicable)

Account Name

Signature

Account Number

" Print Name & Title (If Applicable)

ABA Number

Telephone Number

Reference

Certificate(s) Being Surrendered
(Attach additional signed list, if necessary)

Name and Address of Shareholder (s)

Mark Box
if -
Certificate Number(s) Certifi
Number of Shares | (s) Held by
Represented by Park
Each Water
Certificate(s) Company
L]
L]
[]
L]
L]
L]
[]
Total Number of
Shares:
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PSRN




Attachment CFC 1(a)

General Instructions

~ Delivery of Letter of Transmittal and Surrender of Certificates: This Letter of Transmittal or a facsimile hereof,
completed and signed (Box A), must be used in connection with the delivery and surrender of the Certificate(s).
Delivery of the Certificate(s) and other documents shall be effected, and the risk of loss and title to the Certificate(s)
shall pass, only upon proper delivery of the Certificate(s) as provided herein. The Letter of Transmittal should be
completed and signed exactly as the surrendered certificates are registered and as legibly as possible. If any
surrendered certificates are registered in different names on several certificates, it will be necessary to complete, sign
and submit as many separate Letters of Transmittal as there are different registrations.

2) Multiple Owners: If any of the Shares surrendered hereby are held of record by two or more joint owners, all such
owners must sign this Letter of Transmittal. If any of the Shares surrendered hereby are registered in different names
on several Certificates, it will be necessary to complete, sign and submit as many separate Letters of Transmittal as
necessary as there are different registrations of the Certificates.

3) Stock Transfer Taxes: If payment in respect of the Certificate(s) is to be made to a person other than the person in
whose name such Certificate(s) are registered, then as a condition of payment the Certificate(s) so surrendered must
be properly endorsed or must otherwise be in proper form for transfer, and the person requesting such payment must
have established to the satisfaction of Buyer that any transfer and other taxes required by reason of such payment to a
person other than the registered holder of such Certificate(s) have been paid or are not applicable.

4) Internal Revenue Service Form W-9 (or, for non-U.S. persons, Form W-8): Under the federal income tax law, a
non-exempt securityholder surrendering Certificate(s) is required to provide the disbursing agent with such
securityholder's certified taxpayer identification number (“TIN”). Therefore, please complete and sign the Internal
Revenue Service (“IRS”) Form W-9 attached to this Letter of Transmittal (or, if you are a non-U.S. person for U.S.
federal income tax purposes, an appropriate IRS Form W-8). A disregarded domestic entity that has a foreign owner
must use the appropriate IRS Form W-8§, and not an IRS Form W-9. Instructions for completing IRS Form W-9 are
included with the Form. Additional information on completing the IRS Form W-9 can be found on the Internal
Revenue website at www.irs.gov. Copies of the IRS W-8 forms, and instructions on completing such forms, can be
found on the Internal Revenue website www.irs.gov.

5) Returning Certificates: Return this Letter of Transmittal with the Certificate(s) to be exchanged only to Park Water
Company at the following address. If the certificates are sent by mail, registered mail with return receipt is requested
and proper insurance is suggested.

Park Water Company

9750 Washburn Road

Downey, CA 90241-7002
Attention: Christopher Schilling
Facsimile No.: (562) 923-1186

For information please call (562) 923-0711.

IMPORTANT TAX INFORMATION

In order to avoid backup withholding of United States federal income tax, United States federal income tax law
generally requires that if your shares are accepted for payment, you or your assignee (in either case, the “Payee”) must
provide Park Water Company (the “Payer”) with the Payee’s correct TIN, which, in the case of a Payee who is an

dividual, is generally the Payee’s social security number. If the Payer is not provided with the correct TIN or an
equate basis for an exemption, the Payee may be subject to a $50 penalty imposed by the IRS and backup withholding
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(currently at a rate of 28% and scheduled to increase to 31% as of January 1, 2011) on reportable payments, if anv
received by the Payee in connection with the Merger. Backup withholding is not an additional tax. Rather, the
liability of a person subject to backup withholding will be reduced by the amount of tax withheld. If withholding resu..
in an overpayment of taxes, a refund may be obtained provided that the required information is furnished to the IRS.

: To prevent backup withholding, each Payee that is a “United States person” for U.S. federal income tax purposes

must provide such Payee’s correct TIN by completing the IRS Form W-9 included herewith, certifying that (i) the TIN
provided is correct, (ii) (a) the Payee is exempt from backup withholding, (b) the Payee has not been notified by the IRS
that such Payee is subject to backup withholding as a result of a failure to report all interest or dividends, or (c) the IRS
has notified the Payee that such Payee is no longer subject to backup withholding, and (iii) the Payee is a U.S. citizen or
other U.S. person (including a U.S. resident alien).

If the Payee has not been issued a TIN and has applied for a TIN or intends to apply for a TIN in the near future,
such Payee should write “APPLIED FOR” in the space for the TIN in Part I of the IRS Form W-9 and should sign and
date the IRS Form W-9. If the Payee has not provided a properly certified TIN to the Payer by the time of payment,
backup withholding will apply to all reportable payments made to the Payee in connection with the Merger.

If the Certificate(s) are held in more than name or are not in the name of the actual owner, consult the instructions
on the IRS Form W-9 for additional guidelines on which name and TIN to report.

Certain Payees (including, among others, certain corporations and certain foreign individuals) are not subject to
backup withholding. To prevent possible erroneous backup withholding, an exempt Payee that is a “United States person”
for U.S. federal income tax purposes should complete the Form W-9 by providing such Payee’s correct TIN, signing and
dating the form and checking the “Exempt payee” box on the IRS Form W-9. See the IRS Form W-9 for additional
instructions. In order for a Payee who is not a United States person for U.S. federal income tax purposes to establish its
exemption from backup withholding, such person must submit an appropriate and properly completed IRS For
W-8BEN, W-8ECI, W-8EXP or W-8IMY, as the case may be, signed under penalties of perjury attesting to such exer(
status. Such forms may be obtained from Diamond or from the IRS at its Internet website: www.irs.gov.

PAYEES ARE URGED TO CONSULT THEIR TAX ADVISORS REGARDING BACKUP WITHHOLDING AND
REPORTING REQUIREMENTS.

Please note that the foregoing certifications do not exempt the undersigned from any compensation-related
withholdings that may be required. Any payment pursuant to the Merger Agreement that is treated as wages for tax
purposes will be subject to the normal withholding requirements that are applicable to wages, regardless of the submission
of the Form W-9 or a Form W-8.

TO COMPLY WITH IRS CIRCULAR 230, YOU ARE HEREBY NOTIFIED THAT: (A) ANY DISCUSSION OF U.S.
FEDERAL TAX ISSUES IN THIS LETTER OF TRANSMITTAL IS NOT INTENDED OR WRITTEN TO BE USED,
AND CANNOT BE USED BY ANY TAXPAYER, FOR THE PURPOSE OF AVOIDING PENALTIES THAT MAY
BE IMPOSED ON THE TAXPAYER UNDER THE INTERNAL REVENUE CODE; (B) THIS LETTER OF
TRANSMITTAL IS WRITTEN TO SUPPORT THE PROMOTION OR MARKETING OF THE TRANSACTIONS OR
MATTERS ADDRESSED HEREIN; AND (C) A TAXPAYER SHOULD SEEK ADVICE BASED ON THE
TAXPAYER’S PARTICULAR CIRCUMSTANCES FROM AN INDEPENDENT TAX ADVISOR.
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Form I-9

[IRS form and instructions from http://www.uscis.gov/files/form/i-9.pdf to be inserted]
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Form W-9

[IRS form and instructions from http://www.irs.gov/pub/irs-pdf/fw9.pdf to be inserted]
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EXHIBIT A
Affidavit regarding Lost, Stolen or Damaged Stock Certificate

[Form to be attached]
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EXHIBIT F-1

Employees to be Offered Employment Agreements

Gary Lynch

Jeanne Marie Bruno
Scott Weldy

Butch Hiller

John Kappes

Doug Martinet
Leigh Jordan

Mary Young
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EXHIBIT F-2

Form of Management Employment Agreement
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Senior Executive Form

FORM OF
EMPLOYMENT AGREEMENT
THIS EMPLOYMENT AGREEMENT (this “Agreement”), dated as of
[ ], 2011, is entered into by and between Park Water Company, a California corporation
(the “Company”) and [ ] (the “Executive”).

RECITALS

A. The Company, Western Water Holdings, LLC, a Delaware limited liability -
company (“Buyer”), PWC Merger Sub, Inc., a California corporation (“Merger
Sub”) and certain other parties have entered into that certain Agreement and
Plan of Merger, dated as of December 21, 2010 (the “Merger Agreement”),
pursuant to which Merger Sub will merge with and into the Company, with the

Company surviving the merger as a wholly-owned subsidiary of Buyer (the

“Merger”);
B. The Executive is a long-time employee of the Company;
C. The Company and the Executive desire that, immediately upon the closing of

the transactions contemplated by the Merger Agreement (the “Closing”), the
Company shall continue to employ the Executive, and the Executive shall
continue such employment, on the terms and subject to the conditions set forth
herein; and '

D. This Agreement will become effective only if the Closing occurs.
AGREEMENT

In consideration of the mutual agreements set forth herein and for other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties
hereto hereby agree as follows:

1. Employment Period. Subject to the provisions for earlier termination
hereinafter provided, the Executive’s employment hereunder shall be for a term commencing on
the Effective Date and ending on the second (2" anniversary of the Effective Date (the
“Employment Period”). For purposes of this Agreement, “Effective Date” shall mean the
“Effective Time” as defined in the Merger Agreement. From the second anniversary of the
Effective Date, the Employment Period shall continue for one additional year, subject to
termination by notice given by either party to the other at least ninety (90) days prior to the
commencement of such renewal year.

2. Terms of Employment.

(a) Position and Duties.
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1) Title; Reporting. During the Employment Period, the Executive
shall serve as the Company’s [ ], reporting to [ ], or his or her
designee, and shall perform such duties as are usual and customary for such position,
including those which the Executive is performing at the date of this Agreement. At the
Company’s request, the Executive shall serve the Company and/or its subsidiaries and

. affiliates in other capacities in addition to the foregoing consistent with the Executive’s
role as [ ] of the Company. If the Executive serves in any one or more of
such additional capacities during the Employment Period, the Executive’s compensation
shall not be increased beyond that specified in Section 2(b) hereof.

, (i)  Full Business Time. During the Employment Period, and excluding
any periods of vacation and sick leave to which the Executive is entitled hereunder, the
Executive agrees to devote the Executive’s full business time and attention to the
business and affairs of the Company.

(iii))  Location. During the Employment Period, the Executive shall
perform the services required by this Agreement at the Company’s principal offices
located in [ ], except for travel to other locations as may be necessary to
fulfill the Executive’s duties and responsibilities hereunder.

(b) Compensation, Benefits, Etc.

(6)) Base Salary. During the Employment Period, the Executive shall
receive a base salary of $[___} per annum (the “Base Salary”), prorated for any partial
year of service. The Base Salary shall be reviewed annually by the Company and the
Executive may receive merit increases from time to time in the Company’s sole
discretion. The Executive shall also be entitled to annual COLA increases at the levels
awarded to other senior executives of the Company during the Employment Period. The
Base Salary shall be paid in installments in accordance with the Company’s applicable
payroll practices, as in effect from time to time, but no less often than monthly.

(i)  Bonus. During the Employment Period, the Executive shall be
eligible to receive annual bonuses. Bonuses payable (if any) shall be determined by the -
Company in its sole discretion.

(ii1))  Savings and Retirement Plans. During the Employment Period,
the Executive shall be eligible to participate in such savings and retirement practices,
policies and programs, including any pension plan, any post-retirement benefits plan and
any 401(k) plan, as the Company may establish from time to time, in each case, to the
extent available generally to similarly situated executives of the Company.

(iv)  Welfare Benefit Plans. During the Employment Period, the
Executive and the Executive’s dependents shall be eligible to participate in the welfare
benefit plans, practices, policies and programs (including, as applicable, medical, dental,
disability, employee life, group life and accidental death insurance plans and programs)
maintained by the Company for its similarly situated executives. Notwithstanding any
other provisions of this Agreement to the contrary, while the Company has no present
intention to terminate any benefit or retirement plan or program, nothing contained in this
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Agreement shall, or shall be construed to, obligate the Company to adopt or maintain any
incentive, savings, retirement, welfare, fringe benefit or other plan(s) or program(s) at
any time.

(v) Expenses. During the Employment Period, the Executive shall be
entitled to receive prompt reimbursement for all reasonable business expenses incurred
by the Executive in accordance with the policies, practices and procedures of the
Company provided to similarly situated executives of the Company.

(vi)  Paid-Time-Off. During the Employment Period, the Executive
shall be entitled to annual paid-time-off in accordance with the plans, policies, programs
and practices of the Company applicable to its similarly situated executives, which shall
include [___] days of paid-time-off accrued as of the Effective Date, to be used in
accordance with applicable Company policy as in effect from time to time.

3. Termination of Employment.

(a) Termination by the Company Without Cause or by the Executive For
Good Reason. The Executive’s employment may be terminated at any time by the Company, for
Cause or without Cause, or by the Executive for any reason, including with or without Good
Reason, in any case, in accordance with the terms of this Agreement. Subject to Section 3(e)
hereof, if the Executive incurs a “separation from service” from the Company (within the
meaning of Section 409A(a)(2)(A)(i) of the Internal Revenue Code of 1986, as amended (the
“Code”) and Treasury Regulation Section 1.409A-1(h)) (a “Separation from Service”) during the
Employment Period (such date, the “Date of Termination™) by reason of (1) a termination of the
Executive’s employment by the Company without Cause or (2) a termination of the Executive’s
employment by the Executive for Good Reason:

(i)~ Accrued Obligations. The Executive shall be paid, in a single
lump sum payment on the date of the Executive’s termination of employment, the
aggregate amount of the Executive’s earned but unpaid Base Salary, accrued but unpaid
bonus(es) (if any), and accrued but unpaid vacation pay (if any) through the date of such
termination (the “Accrued Obligations™), in each case, to the extent not previously paid,
in accordance with California law.

(ii) Severance. In addition, subject to Section 3(e) hereof and the
Executive’s timely execution and non-revocation of a Release (as described below), the
Executive (or the Executive’s estate or beneficiaries, if applicable) shall be paid an
amount equal to the portion of his Base Salary which would, absent the Executive’s
termination, be paid from the Date of Termination through the expiration of the initial
two-year portion of the Employment Period (if any). For the avoidance of doubt, if the
Executive’s employment terminates (1) in connection with a non-renewal of this
Agreement during the Initial Term or any Extension Term or (2) after the second (2“d)
anniversary of the Effective Date, the Executive shall not be entitled to any payment
under this Section 3(a)(ii). The Company shall pay any amounts payable under this
Section 3(a)(ii) in substantially equal installments in accordance with the Company’s
normal payroll procedures during the period commencing on the Date of Termination and
ending on the last day of the initial two-year Employment Period; provided, however,
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that no payments under this Section 3(a)(ii) shall be made prior to the first payroll date
occurring on or after the thirtieth (30™) day following the Date of Termination (such
payroll date, the “First Payroll Date”) (with amounts otherwise payable prior to the First
Payroll Date paid on the First Payroll Date without interest thereon).

(iii) COBRA. In addition, subject to Section 3(e) hereof and
conditioned upon the Executive’s timely execution and non-revocation of a Release,
during the period commencing on the Date of Termination and ending on the twelve (12)-
month anniversary of the Date of Termination or, if earlier, the date on which the
Executive becomes eligible for coverage under the group health plan of a subsequent
employer (of which eligibility the Executive hereby agrees to give prompt notice to the
company) (in any case, the “COBRA Period”), subject to the Executive’s valid election
to continue healthcare coverage under Section 4980B of the Code and the regulations
thereunder, the Company shall continue to provide the Executive and the Executive’s
eligible dependants with coverage under its group health plans at the same levels and the
same cost to the Executive as would have applied if the Executive’s employment had not
been terminated, based on the Executive’s elections in effect on the Date of Termination),
provided, however, that (1) if any plan pursuant to which such benefits are provided is
not, or ceases prior to the expiration of the period of continuation coverage to be, exempt
from the application of Section 409A of the Code under Treasury Regulation Section
1.409A-1(a)(5), or (2) the Company is otherwise unable to continue to cover the
Executive under its group health plans, then, in either case, an amount equal to each
remaining Company subsidy shall thereafter be paid to the Executive as currently taxable
compensation in substantially equal monthly installments over the continuation coverage
period (or the remaining portion thereof). For the avoidance of doubt, nothing herein
shall limit the Executive’s legal rights under COBRA; however, to the extent that
COBRA entitles the Executive (and the Executive’s dependents, if applicable) to
healthcare continuation beyond the periods specified in this Section 3.5.3(b), such
healthcare continuation shall be at the Executive’s sole expense.

The payments and benefits described in the preceding Sections 3(a)(ii) and (iii) are referred to
herein as the “Severance.” Notwithstanding the foregoing, it shall be a condition to the
Executive’s right to receive the Severance that the Executive execute and deliver to the Company
an effective release of claims in substantially the form attached hereto as Exhibit A (the
“Release”) within twenty-one (21) days (or, to the extent required by law, forty-five (45) days)
following the Date of Termination and that the Executive (or the Executive’s estate or
beneficiaries, if applicable) not revoke such Release during any applicable revocation period.

(b) Cause. For purposes of this Agreement, “Cause” shall mean a termination
of employment directly resulting from:

(1) the Board’s good faith determination that the Executive has
willfully or repeatedly failed to substantially perform his primary or regular duties or
obligations under this Agreement or under written policies of the Company (other than
any such willful failure resulting from the Executive’s permanent disability), and that
such failure has resulted or is reasonably expected to result in material and demonstrable
harm to the Company or any of its affiliates (provided, that, to the extent such failure can
be fully cured, the Company shall have provided the Executive with at least 30 days’
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notice of such failure and the Executive shall not have remedied the failure within the 30-
day period); :

(i)  the Executive having engaged in misconduct that caused or would
have caused, if the Company did not intervene, a violation by the Company or any of its
affiliates of any applicable law; '

(iii)  the Executive having engaged in a theft of corporate funds or
corporate assets or in a material act of fraud upon the Company;

(iv)  an act of personal dishonesty taken by the Executive that was
intended to result in personal enrichment of the Executive at the expense of the
Company;

W) the Executive’s repeated failure to meet performance objectives as
mutually agreed with the Board from time-to-time provided, however, that the Executive
shall have received two written warnings by the Board, the first of which specifies each
area of Executive’s failure, a time-frame and plan for correction of such failures that has
been determined by the Board in consultation with the Executive, and the second of
which coming after Executive’s failure to accomplish such remedial measures derived
after the first notice;

(vi)  the Executive’s use of illegal drugs;

(vii) the Executive’s commission (including without limitation, as
evidenced by the entry of a plea of nolo contendere or equivalent plea in a court of
competent jurisdiction) of a felony or other crime involving dishonesty; or

(viii) a material breach by the Executive of the provisions of this
Agreement.

(c) Good Reason. For purposes of this Agreement, “Good Reason” shall
mean the occurrence of any one or more of the following events, in any case, without the
Executive’s prior written consent:

1) the material diminution of the Executive’s authority, duties,
responsibilities or title;

(i)  areduction in the Executive’s Base Salary other than as part of a
Company-wide expense reduction; or

(iii))  the Company’s material breach of this Agreement.

Notwithstanding the foregoing, the Executive will not be deemed to have resigned for Good
Reason unless (1) the Executive gives the Company written notice setting forth in reasonable
detail the facts and circumstances claimed by the Executive to constitute Good Reason within
sixty (60) days after the date of the occurrence of the event(s) that the Executive believes
constitutes Good Reason; (2) the Company fails to cure such acts or omissions within sixty (60)
days following its receipt of such notice, and (3) the effective date of the Executive’s termination
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for Good Reason occurs no later than thirty (30) days after the expiration of the Company’s cure
period. '

(d) Other Terminations. If the Executive’s employment is terminated for
Cause, by the Executive voluntarily or for any other reason not described in Section 3(a) above,
including without limitation, in connection with a non-renewal of the Employment Period, the
Company shall pay to the Executive the Accrued Obligations in cash in a single lump-sum
payment on the date of the Executive’s termination of employment, in accordance with
California law. ' '

(e) Six-Month Delay. Notwithstanding anything to the contrary in this
Agreement, no compensation or benefits, including without limitation any Severance payable
under Section 3 hereof, shall be paid to the Executive during the six (6)-month period following
the Executive’s “separation from service” (within the meaning of Section 409A(a)(2)(A)(i) of the
Code) if the Company determines that paying such amounts at the time or times indicated in this
Agreement would be a prohibited distribution under Section 409A(a)(2)(B)(i) of the Code. If the
payment of any such amounts is delayed as a result of the previous sentence, then on the first
business day following the end of such six (6)-month period (or such earlier date upon which
such amount can be paid under Section 409A of the Code without resulting in a prohibited
distribution, including as a result of the Executive’s death), the Company shall pay the Executive
a lump-sum amount equal to the cumulative amount that would have otherwise been payable to
the Executive during such period.

® Termination of Offices and Directorships; Full Settlement. Upon
termination of the Executive’s employment for any reason, unless otherwise specified in a
written agreement between the Executive and the Company, the Executive shall be deemed to
have resigned from all offices, directorships, and other employment positions then held with the
Company, if any, and shall take all actions reasonably requested by the Company to effectuate
the foregoing. Except as expressly provided in this Agreement, the Company shall have no
further obligations, and the Executive shall have no further rights or entitlements, in connection
with the Executive’s termination of employment; provided, however, that nothing herein shall
affect the rights of the Executive to indemnification under the Company’s charter documents or
pursuant to any indemnification agreement between Executive and the Company, as pursuant to
Section 2802 of the California Labor Code, if applicable.

(2) Indemnification Agreement. The Company acknowledges that the
Executive is currently a party to-an indemnification agreement with the Company, dated as of
[ ], and agrees to perform its obligations as required in accordance with the terms and
conditions of such agreement.

4. Effectiveness. This Agreement shall become effective upon Closing.
Notwithstanding anything contained herein, in the event that the Closing otherwise does not
occur for any reason, this Agreement shall automatically, and without notice, terminate without
any obligation due to the other party and the provisions of this Agreement shall be of no force or
effect. -
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5. Confidential Information and Non-Solicitation. The Executive hereby
acknowledges that, concurrent with the execution of this Agreement, the Executive has entered
into an agreement with the Company containing confidentiality, non-solicitation and other
protective covenants (the “Confidentiality Agreement”), and that the Executive shall remain
bound by the terms and conditions of the Confidentiality Agreement.

6. Representations. The Executive hereby represents and warrants to the
Company that (a) the Executive is entering into this Agreement voluntarily and that the
performance of the Executive’s obligations hereunder will not violate any agreement between the
Executive and any other person, firm, organization or other entity, and (b) the Executive is not
bound by the terms of any agreement with any previous employer or other party to refrain from
competing, directly or indirectly, with the business of such previous employer or other party that
would be violated by the Executive’s entering into this Agreement and/or providing services to
the Company pursuant to the terms of this Agreement.

7. Successors. This Agreement is personal to the Executive and, without the
prior written consent of the Company, shall not be assignable by the Executive otherwise than by
will or the laws of descent and distribution. This Agreement shall inure to the benefit of and be
binding upon the Company and its successors and assigns. The Company will require any
successor (whether direct or indirect, by purchase, merger, consolidation or otherwise) to all or
substantially all of the business and/or assets of the Company to assume and agree to perform
this Agreement in the same manner and to the same extent that the Company would be required
to perform it if no such succession had taken place. As used in this Agreement, “Company”
shall mean the Company as hereinbefore defined and any successor to its business and/or assets
as aforesaid which assumes this Agreement by operation of law, or otherwise.

8. Miscellaneous.

(a) Governing LLaw. This Agreement shall be governed by and construed in
accordance with the laws of the State of California, without giving effect to principles of conflict
of laws thereof. The captions of this Agreement are not part of the provisions hereof and shall
have no force or effect.

(b) Notices. All notices, demands, requests, consents, statements,
satisfactions, waivers, designations, refusals, confirmations, denials and other communications
that may be required or otherwise provided for or contemplated hereunder shall be in writing and
shall be deemed to be properly given and received (a) upon delivery, if delivered in person or by
e-mail or facsimile transmission with receipt acknowledged, (b) one business day after having
been deposited for overnight delivery with Federal Express or another comparable overnight
courier service, or (c) three (3) business days after having been deposited in any post office or

-mail depository regularly maintained by the U.S. Postal Service and sent by registered or
certified mail, postage prepaid, addressed as provided below (or sent to such other address as one
party hereto may specify to the other(s) in writing in accordance herewith):

If to the Executive: at the Executive’s most recent address on the records of the

Company.
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If to the Company:

Park Water Company
9750 Washburn Road
Downey, CA 90241-7002
Attention: :

or to such other address as either party shall have furnished to the other in writing in accordance
herewith. Notice and communications shall be effective when actually received by the
addressee.

(c)  Section 409A of the Code.

(i) General. To the extent applicable, this Agreement shall be
interpreted in accordance with Section 409A of the Code and Department of Treasury
regulations and other interpretive guidance issued thereunder (“Section 409A”). :
Notwithstanding any provision of this Agreement to the contrary, if the Company determines
that any compensation or benefits payable under this Agreement may be subject to Section
409A, the Company may adopt such amendments to this Agreement or adopt other policies and
procedures (including amendments, policies and procedures with retroactive effect), or take any
other actions, that the Company determines are necessary or appropriate to avoid the imposition
of taxes under Section 4094, including without limitation, actions intended to (i) exempt the
compensation and benefits payable under this Agreement from Section 409A, and/or (ii) comply
with the requirements of Section 409A; provided, however, that this Section 8(c) shall not create
an obligation on the part of the Company to adopt any such amendment, policy or procedure or
take any such other action, nor shall the Company have any liability for failing to do so.

(ii) Separate Payments. Any right to a series of installment payments
pursuant to this Agreement is to be treated as a right to a series of separate payments. To the
extent permitted under Section 409A, any separate payment or benefit under this Agreement or
otherwise shall not be deemed “nonqualified deferred compensation” subject to Section 409A to
the extent provided in the exceptions in Treasury Regulation Section 1.409A-1(b)(4), Section
1.409A-1(b)(9) or any other applicable exception or provision. of Section 409A.

(d) Severability. The invalidity or unenforceability of any provision of this
Agreement shall not affect the validity or enforceability of any other provision of this
Agreement. E

(e) Withholding. The Company may withhold from any amounts payable
under this Agreement such Federal, state, local or foreign taxes as shall be required to be
withheld pursuant to any applicable law or regulation.

® No Waiver. The Executive’s or the Company’s failure to insist upon strict
compliance with any provision of this Agreement or the failure to assert any right the Executive
or the Company may have hereunder shall not be deemed to be a waiver of such provision or
right or any other provision or right of this Agreement. '
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(& Entire Agreement. As of the Effective Date, this Agreement, together
with the Confidentiality Agreement, constitutes the final, complete and exclusive agreement
between the Executive and the Company with respect to the subject matter hereof and replaces
and supersedes any and all other agreements, offers or promises, whether oral or written, by any
member of the Company and its subsidiaries and affiliates, or representative thereof. Unless
otherwise set forth in this Agreement, the Executive agrees that all prior agreements between the
Company and the Executive shall be terminated and will be of no further force or effect from and
after the Effective Date.

(h) Amendment. No amendment or other modification of this Agreement
shall be effective unless made in writing and signed by the parties hereto.

1) Interpretation; Construction. The headings set forth in this Agreement are
for convenience of reference only and shall not be used in interpreting this Agreement. The
Executive and the Company acknowledge that each of the Executive and the Company and their
respective counsel have reviewed, or had an opportunity to review, this Agreement, and any rule
of construction to the effect that any ambiguities are to be resolved against the drafting party
shall not be employed in the interpretation of this Agreement.

()] Counterparts. This Agreement and any agreement referenced herein may
be executed simultaneously in two or more counterparts, each of which shall be deemed an
original but which together shall constitute one and the same instrument.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the Executive has hereunto set the Executive’s hand

and, pursuant to the authorization from the Board, the Company has caused these presents to be
executed in its name on its behalf, all as of the day and year first above written.

LA2198257.6

Park Water Company,
a California corporation

By:

Name:
Title:

EXECUTIVE
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Senior Executive Form

EXHIBIT A

GENERAL RELEASE

For valuable consideration, the receipt and adequacy of which are hereby
acknowledged, the undersigned does hereby release and forever discharge the “Releasees”
hereunder, consisting of Park Water Company, a California corporation (the “Company’’) and
each of its partners, subsidiaries, associates, parents, subsidiaries, affiliates, successors, heirs,
assigns, agents, directors, officers, employees, representatives, lawyers, insurers, and all persons
acting by, through, under or in concert with them, or any of them, of and from any and all
manner of action or actions, cause or causes of action, in law or in equity, suits, debts, liens,
contracts, agreements, promises, liability, claims, demands, damages, losses, costs, attorneys’
fees or expenses, of any nature whatsoever, known or unknown, fixed or contingent (hereinafter
called “Claims’), which the undersigned now has or may hereafter have against the Releasees, or
any of them, by reason of any matter, cause, or thing whatsoever from the beginning of time to
the date hereof. The Claims released herein include, without limiting the generality of the
foregoing, any Claims in any way arising out of, based upon, or related to the employment or
termination of employment of the undersigned by the Releasees, or any of them; any alleged
breach of any express or implied contract of employment; any alleged torts or other alleged legal
restrictions on Releasees’ right to terminate the employment of the undersigned; and any alleged
violation of any federal, state or local statute or ordinance including, without limitation, Title VII
of the Civil Rights Act of 1964, the Age Discrimination In Employment Act, the Americans
With Disabilities Act, and the California Fair Employment and Housing Act. Notwithstanding
the foregoing, this general release (the “Release”) shall not operate to release any rights or claims
of the undersigned (i) to payments or benefits under Section 3(a) of that certain Employment
Agreement, dated as of | ], 2011, between the Company and the undersigned (the
“Employment Agreement”), (ii) to accrued or vested benefits the undersigned may have, if any,
as of the date hereof under any applicable plan, policy, practice, program, contract or agreement
with the Company, or (iii) to any Claims, including claims for indemnification and/or
advancement of expenses, arising under any indemnification agreement between the undersigned
and the Company or under the bylaws, certificate of incorporation of other similar governing
document of the Company. :

THE UNDERSIGNED ACKNOWLEDGES THAT THE EXECUTIVE HAS
BEEN ADVISED BY LEGAL COUNSEL AND IS FAMILIAR WITH THE PROVISIONS OF
CALIFORNIA CIVIL CODE SECTION 1542, WHICH PROVIDES AS FOLLOWS:

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH
THE CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR
HER FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF
KNOWN BY HIM OR HER MUST HAVE MATERIALLY AFFECTED HIS
OR HER SETTLEMENT WITH THE DEBTOR.”

THE UNDERSIGNED, BEING AWARE OF SAID CODE SECTION, HEREBY EXPRESSLY
WAIVES ANY RIGHTS THE EXECUTIVE MAY HAVE THEREUNDER, AS WELL AS
UNDER ANY OTHER STATUTES OR COMMON LAW PRINCIPLES OF SIMILAR
EFFECT.

A-1
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IN ACCORDANCE WITH THE OLDER WORKERS BENEFIT PROTECTION
ACT OF 1990, THE UNDERSIGNED IS HEREBY ADVISED AS FOLLOWS:

(A) THE EXECUTIVE HAS THE RIGHT TO CONSULT WITH AN
ATTORNEY BEFORE SIGNING THIS RELEASE;

(B) THE EXECUTIVE HAS TWENTY-ONE (21) DAYS TO
CONSIDER THIS RELEASE BEFORE SIGNING IT; AND

(C) THE EXECUTIVE HAS SEVEN (7) DAYS AFTER SIGNING
THIS RELEASE TO REVOKE THIS RELEASE, AND THIS RELEASE WILL
BECOME EFFECTIVE UPON THE EXPIRATION OF THAT REVOCATION
PERIOD.

The undersigned represents and warrants that there has been no assignment or
other transfer of any interest in any Claim which the Executive may have against Releasees, or
any of them, and the undersigned agrees to indemnify and hold Releasees, and each of them,
harmless from any liability, Claims, demands, damages, costs, expenses and attorneys’ fees
incurred by Releasees, or any of them, as the result of any such assignment or transfer or any
rights or Claims under any such assignment or transfer. It is the intention of the parties that this
indemnity does not require payment as a condition precedent to recovery by the Releasees
against the undersigned under this indemnity.

The undersigned agrees that if the Executive hereafter commences any suit arising
out of, based upon, or relating to any of the Claims released hereunder or in any manner asserts
against Releasees, or any of them, any of the Claims released hereunder, then the undersigned
agrees to pay to Releasees, and each of them, in addition to any other damages caused to
Releasees thereby, all attorneys’ fees incurred by Releasees in defending or otherwise
responding to said suit or Claim.

The undersigned further understands and agrees that neither the payment of any
sum of money nor the execution of this Release shall constitute or be construed as an admission
of any liability whatsoever by the Releasees, or any of them, who have consistently taken the
position that they have no liability whatsoever to the undersigned.

IN WITNESS WHEREOF, the undersigned has executed this Release this |
day of

A-2
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Executive Form

FORM OF

EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (this “Agreement”), dated as of [ 1, 2011,
is entered into by and between Park Water Company, a California corporation (the “Company’’)

and [

| (the “Executive”).
RECITALS

The Company, Western Water Holdings, LL.C, a Delaware limited liability
company (“Buyer”’), PWC Merger Sub, Inc., a California corporation (‘“Merger
Sub™) and certain other parties have entered into that certain Agreement and
Plan of Merger, dated as of December 21, 2010 (the “Merger Agreement”),
pursuant to which Merger Sub will merge with and into the Company, with the
Company surviving the merger as a wholly-owned subsidiary of Buyer (the

“Merger”);

The Executive is a long-time employee of the Company;

The Company and the Executive desire that, immediately upon the closing of
the transactions contemplated by the Merger Agreement (the “Closing”), the
Company shall continue to employ the Executive, and the Executive shall
continue such employment, on the terms and subject to the conditions set forth
herein; and

This Agreement will become effective only if the Closing occurs.

AGREEMENT

In consideration of the mutual agreements set forth herein and for other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties
hereto hereby agree as follows:

Employment Period. Subject to the provisions for earlier termination

hereinafter provided, the Executive’s employment hereunder shall be for a term commencing on
the Effective Date and ending on the second (2nd) anniversary of the Effective Date (the
“Employment Period”). For purposes of this Agreement, “Effective Date” shall mean the

“Effective Time” as defined in the Merger Agreement.

2.

Terms of Employment.

(a) Position and Duties.

(1) Title; Reporting. During the Employment Period, the Executive

shall serve as the Company’s [ ], reporting to [ ], or his or her
designee, and shall perform such duties as are usual and customary for such position,
including those which the Executive is performing at the date of this Agreement. At the

LA\2206758.1
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Company’s request, the Executive shall serve the Company and/or its subsidiaries and
affiliates in other capacities in addition to the foregoing consistent with the Executive’s
role as [ ] of the Company. If the Executive serves in any one or more of
such additional capacities during the Employment Period, the Executive’s compensation
shall not be increased beyond that specified in Section 2(b) hereof.

(i)  Full Business Time. During the Employment Period, and excluding
any periods of vacation and sick leave to which the Executive is entitled hereunder, the
Executive agrees to devote the Executive’s full business time and attention to the
business and affairs of the Company.

(iii)  Location. During the Employment Period, the Executive shall
perform the services required by this Agreement at the Company’s principal offices
located in [ ], except for travel to other locations as may be necessary to
fulfill the Executive’s duties and responsibilities hereunder.

(b) Compensation, Benefits, Etc.

(1) Base Salary. During the Employment Period, the Executive shall
receive a base salary of $[___] per annum (the “Base Salary”), prorated for any partial
year of service. The Base Salary shall be reviewed annually by the Company and the
Executive may receive merit increases from time to time in the Company’s sole
discretion. The Executive shall also be entitled to annual COLA increases at the levels
awarded to other senior executives of the Company during the Employment Period. The
Base Salary shall be paid in installments in accordance with the Company’s applicable
payroll practices, as in effect from time to time, but no less often than monthly.

(ii)  Bonus. During the Employment Period, the Executive shall be
eligible to receive annual bonuses. Bonuses payable (if any) shall be determined by the
Company in its sole discretion.

(ii))  Savings and Retirement Plans. During the Employment Period,
the Executive shall be eligible to participate in such savings and retirement practices,
policies and programs, including any pension plan, any post-retirement benefits plan and
any 401(k) plan, as the Company may establish from time to time, in each case, to the
extent available generally to similarly situated executives of the Company.

, (iv)  Welfare Benefit Plans. During the Employment Period, the
Executive and the Executive’s dependents shall be eligible to participate in the welfare
benefit plans, practices, policies and programs (including, as applicable, medical, dental,
disability, employee life, group life and accidental death insurance plans and programs)
maintained by the Company for its similarly situated executives. Notwithstanding any
other provisions of this Agreement to the contrary, while the Company has no present
intention to terminate any benefit or retirement plan or program, nothing contained in this
Agreement shall, or shall be construed to, obligate the Company to adopt or maintain any
incentive, savings, retirement, welfare, fringe benefit or other plan(s) or program(s) at
any time.

LA\2206758.1
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(V) Expenses. During the Employment Period, the Executive shall be
entitled to receive prompt reimbursement for all reasonable business expenses incurred
by the Executive in accordance with the policies, practices and procedures of the
Company provided to similarly situated executives of the Company.

(vi)  Paid-Time-Off. During the Employment Period, the Executive
shall be entitled to annual paid-time-off in accordance with the plans, policies, programs
and practices of the Company applicable to its similarly situated executives, which shall
include [____] days of paid-time-off accrued as of the Effective Date, to be used in
accordance with applicable Company policy as in effect from time to time.

3. Termination of Employment.

(a) Termination by the Company Without Cause or by the Executive For
Good Reason. The Executive’s employment may be terminated at any time by the Company, for
Cause or without Cause, or by the Executive for any reason, including with or without Good
Reason, in any case, in accordance with the terms of this Agreement. Subject to Section 3(e)
hereof, if the Executive incurs a ‘“‘separation from service” from the Company (within the
meaning of Section 409A(a)(2)(A)(i) of the Internal Revenue Code of 1986, as amended (the
“Code”) and Treasury Regulation Section 1.409A-1(h)) (a “Separation from Service”) during the
Employment Period (such date, the “Date of Termination”) by reason of (1) a termination of the
Executive’s employment by the Company without Cause or (2) a termination of the Executive’s
employment by the Executive for Good Reason:

(1) Accrued Obligations. The Executive shall be paid, in a single
lump-sum payment on the date of the Executive’s termination of employment, the
aggregate amount of the Executive’s earned but unpaid Base Salary, accrued but unpaid
bonus(es) (if any), and accrued but unpaid vacation pay (if any) through the date of such
termination (the “Accrued Obligations”), in each case, to the extent not previously paid,
in accordance with California law.

(i1) Severance. In addition, subject to Section 3(e) hereof and the
Executive’s timely execution and non-revocation of a Release (as described below), the
Executive (or the Executive’s estate or beneficiaries, if applicable) shall be paid an
amount equal to the portion of his Base Salary which would, absent the Executive’s
termination, be paid from the Date of Termination through the expiration of the
Employment Period (if any). The Company shall pay any amounts payable under this
Section 3(a)(ii) in substantially equal installments in accordance with the Company’s
normal payroll procedures during the period commencing on the Date of Termination and
ending on the last day of the Employment Period; provided, however, that no payments
under this Section 3(a)(ii) shall be made prior to the first payroll date occurring on or
after the thirtieth (30") day following the Date of Termination (such payroll date, the
“First Payroll Date”) (with amounts otherwise payable prior to the First Payroll Date paid
on the First Payroll Date without interest thereon).

(iii) COBRA. In addition, subject to Section 3(e) hereof and
conditioned upon the Executive’s timely execution and non-revocation of a Release,
during the period commencing on the Date of Termination and ending on the twelve (12)-
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month anniversary of the Date of Termination or, if earlier, the date on which the
Executive becomes eligible for coverage under the group health plan of a subsequent
employer (of which eligibility the Executive hereby agrees to give prompt notice to the
company) (in any case, the “COBRA Period”), subject to the Executive’s valid election
to continue healthcare coverage under Section 4980B of the Code and the regulations
thereunder, the Company shall continue to provide the Executive and the Executive’s
eligible dependants with coverage under its group health plans at the same levels and the
same cost to the Executive as would have applied if the Executive’s employment had not
been terminated, based on the Executive’s elections in effect on the Date of Termination),
provided, however, that (1) if any plan pursuant to which such benefits are provided is
not, or ceases prior to the expiration of the period of continuation coverage to be, exempt
from the application of Section 409A of the Code under Treasury Regulation Section
1.409A-1(a)(5), or (2) the Company is otherwise unable to continue to cover the
Executive under its group health plans, then, in either case, an amount equal to each
remaining Company subsidy shall thereafter be paid to the Executive as currently taxable
compensation in substantially equal monthly installments over the continuation coverage
period (or the remaining portion thereof). For the avoidance of doubt, nothing herein
shall limit the Executive’s legal rights under COBRA; however, to the extent that
COBRA entitles the Executive (and the Executive’s dependents, if applicable) to
healthcare continuation beyond the periods specified in this Section 3.5.3(b), such
healthcare continuation shall be at the Executive’s sole expense.

The payments and benefits described in the preceding Sections 3(a)(ii) and (iii) are referred to
herein as the “Severance.” Notwithstanding the foregoing, it shall be a condition to the
Executive’s right to receive the Severance that the Executive execute and deliver to the Company
an effective release of claims in substantially the form attached hereto as Exhibit A (the
“Release”) within twenty-one (21) days (or, to the extent required by law, forty-five (45) days)
following the Date of Termination and that the Executive (or the Executive’s estate or
beneficiaries, if applicable) not revoke such Release during any applicable revocation period.

(b) Cause. For purposes of this Agreement, “Cause” shall mean a termination
of employment directly resulting from:

(1) the Board’s good faith determination that the Executive has
willfully or repeatedly failed to substantially perform his primary or regular duties or
obligations under this Agreement or under written policies of the Company (other than
any such willful failure resulting from the Executive’s permanent disability), and that -
such failure has resulted or is reasonably expected to result in material and demonstrable
harm to the Company or any of its affiliates (provided, that, to the extent such failure can
be fully cured, the Company shall have provided the Executive with at least 30 days’
notice of such failure and the Executive shall not have remedied the failure within the 30-
day period);

(i)  the Executive having engaged in misconduct that caused or would
have caused, if the Company did not intervene, a violation by the Company or any of its
affiliates of any applicable law;

LA\2206758.1
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(iii)  the Executive having engaged in a theft of corporate funds or
corporate assets or in a material act of fraud upon the Company;

(iv)  an act of personal dishonesty taken by the Executive that was
intended to result in personal enrichment of the Executive at the expense of the
Company;

(v)  the Executive’s repeated failure to meet performance objectives as
mutually agreed with the Board from time-to-time provided, however, that the Executive
shall have received two written warnings by the Board, the first of which specifies each
area of Executive’s failure, a time-frame and plan for correction of such failures that has
been determined by the Board in consultation with the Executive, and the second of
which coming after Executive’s failure to accomplish such remedial measures derived
after the first notice;

(vi)  the Executive’s use of illegal drugs;

(vii) the Executive’s commission (including without limitation, as
evidenced by the entry of a plea of nolo contendere or equivalent plea in a court of
competent jurisdiction) of a felony or other crime involving dishonesty; or

(viii) a material breach by the Executive of the provisions of this
Agreement.

(©) Good Reason. For purposes of this Agreement, “Good Reason” shall
mean the occurrence of any one or more of the following events, in any case, without the
Executive’s prior written consent:

6} the material diminution of the Executive’s authority, duties,
responsibilities or title;

(i1) a reduction in the Executive’s Base Salary other than as part of a
Company-wide expense reduction; or

(i)  the Company’s material breach of this Agreement.

Notwithstanding the foregoing, the Executive will not be deemed to have resigned for Good
Reason unless (1) the Executive gives the Company written notice setting forth in reasonable
detail the facts and circumstances claimed by the Executive to constitute Good Reason within
sixty (60) days after the date of the occurrence of the event(s) that the Executive believes
constitutes Good Reason; (2) the Company fails to cure such acts or omissions within sixty (60)
days following its receipt of such notice, and (3) the effective date of the Executive’s termination
for Good Reason occurs no later than thirty (30) days after the expiration of the Company’s cure
period. :

(d) Other Terminations. If the Executive’s employment is terminated for
Cause, by the Executive voluntarily or for any other reason not described in Section 3(a) above,
the Company shall pay to the Executive the Accrued Obligations in cash in a single lump-sum
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payment on the date of the Executive’s termination of employment, in accordance with
California law.

(e) Six-Month Delay. Notwithstanding anything to the contrary in this
Agreement, no compensation or benefits, including without limitation any Severance payable
under Section 3 hereof, shall be paid to the Executive during the six (6)-month period following
the Executive’s “separation from service” (within the meaning of Section 409A(a)(2)(A)(i) of the
Code) if the Company determines that paying such amounts at the time or times indicated in this
Agreement would be a prohibited distribution under Section 409A(a)(2)(B)(i) of the Code. If the
payment of any such amounts is delayed as a result of the previous sentence, then on the first
business day following the end of such six (6)-month period (or such earlier date upon which
such amount can be paid under Section 409A of the Code without resulting in a prohibited
distribution, including as a result of the Executive’s death), the Company shall pay the Executive
a lump-sum amount equal to the cumulative amount that would have otherwise been payable to
the Executive during such period.

6)) Termination of Offices and Directorships; Full Settlement. Upon
termination of the Executive’s employment for any reason, unless otherwise specified in a
written agreement between the Executive and the Company, the Executive shall be deemed to
have resigned from all offices, directorships, and other employment positions then held with the
Company, if any, and shall take all actions reasonably requested by the Company to effectuate
the foregoing. Except as expressly provided in this Agreement, the Company shall have no
further obligations, and the Executive shall have no further rights or entitlements, in connection
with the Executive’s termination of employment; provided, however, that nothing herein shall
affect the rights of the Executive to indemnification under the Company’s charter documents or
pursuant to any indemnification agreement between Executive and the Company, as pursuant to
Section 2802 of the California Labor Code, if applicable.

(g) Indemnification Agreement. The Company acknowledges that the
Executive is currently a party to an indemnification agreement with the Company, dated as of
[ ], and agrees to perform its obligations as required in accordance with the terms and
conditions of such agreement.

4. Effectiveness. This Agreement shall become effective upon Closing.
Notwithstanding anything contained herein, in the event that the Closing otherwise does not
occur for any reason, this Agreement shall automatically, and without notice, terminate without
any obligation due to the other party and the provisions of this Agreement shall be of no force or
effect.

5. Confidential Information and Non-Soljcitation. The Executive hereby
acknowledges that, concurrent with the execution of this Agreement, the Executive has entered
into an agreement with the Company containing confidentiality, non-solicitation and other
protective covenants (the “Confidentiality Agreement”), and that the Executive shall remain
bound by the terms and conditions of the Confidentiality Agreement.

6. Representations. The Executive hereby represents and warrants to the
Company that (a) the Executive is entering into this Agreement voluntarily and that the
performance of the Executive’s obligations hereunder will not violate any agreement between the
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Executive and any other person, firm, organization or other entity, and (b) the Executive is not
bound by the terms of any agreement with any previous employer or other party to refrain from
competing, directly or indirectly, with the business of such previous employer or other party that
would be violated by the Executive’s entering into this Agreement and/or providing services to
the Company pursuant to the terms of this Agreement.

7. Successors. This Agreement is personal to the Executive and, without the
prior written consent of the Company, shall not be assignable by the Executive otherwise than by
will or the laws of descent and distribution. This Agreement shall inure to the benefit of and be
binding upon the Company and its successors and assigns. The Company will require any
successor (whether direct or indirect, by purchase, merger, consolidation or otherwise) to all or
substantially all of the business and/or assets of the Company to assume and agree to perform
this Agreement in the same manner and to the same extent that the Company would be required
to perform it if no such succession had taken place. As used in this Agreement, “Company”
shall mean the Company as hereinbefore defined and any successor to its business and/or assets
as aforesaid which assumes this Agreement by operation of law, or otherwise.

8. Miscellaneous.

(a) Governing Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of California, without giving effect to principles of conflict
of laws thereof. The captions of this Agreement are not part of the provisions hereof and shall
have no force or effect.

(b) Notices. All notices, demands, requests, consents, statements,
satisfactions, waivers, designations, refusals, confirmations, denials and other communications
that may be required or otherwise provided for or contemplated hereunder shall be in writing and
shall be deemed to be properly given and received (a) upon delivery, if delivered in person or by
e-mail or facsimile transmission with receipt acknowledged, (b) one business day after having
been deposited for overnight delivery with Federal Express or another comparable overnight
courier service, or (c) three (3) business days after having been deposited in any post office or
mail depository regularly maintained by the U.S. Postal Service and sent by registered or
certified mail, postage prepaid, addressed as provided below (or sent to such other address as one
party hereto may specify to the other(s) in writing in accordance herewith):

If to the Executive: at the Executive’s most recent address on the records of the
Company.

If to the Company:

Park Water Company
9750 Washburn Road
Downey, CA 90241-7002
Attention:

or to such other address as either party shall have furnished to the other in writing in accordance

herewith. Notice and communications shall be effective when actually received by the
addressee.
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(©) Section 409A of the Code.

1) General. To the extent applicable, this Agreement shall be
interpreted in accordance with Section 409A of the Code and Department of Treasury
regulations and other interpretive guidance issued thereunder (“Section 409A”).
Notwithstanding any provision of this Agreement to the contrary, if the Company determines
that any compensation or benefits payable under this Agreement may be subject to Section
409A, the Company may adopt such amendments to this Agreement or adopt other policies and
procedures (including amendments, policies and procedures with retroactive effect), or take any
other actions, that the Company determines are necessary or appropriate to avoid the imposition
of taxes under Section 409A, including without limitation, actions intended to (i) exempt the
compensation and benefits payable under this Agreement from Section 409A, and/or (ii) comply
with the requirements of Section 409A; provided, however, that this Section 8(c) shall not create
an obligation on the part of the Company to adopt any such amendment, policy or procedure or
take any such other action, nor shall the Company have any liability for failing to do so.

(i1) Separate Payments. Any right to a series of installment payments
pursuant to this Agreement is to be treated as a right to a series of separate payments. To the
extent permitted under Section 409A, any separate payment or benefit under this Agreement or
otherwise shall not be deemed “nonqualified deferred compensation” subject to Section 409A to
the extent provided in the exceptions in Treasury Regulation Section 1.409A-1(b)(4), Section
1.409A-1(b)(9) or any other applicable exception or provision of Section 409A.

(d) Severability. The invalidity or unenforceability of any provision of this
Agreement shall not affect the validity or enforceability of any other provision of this
Agreement.

(e) Withholding. The Company may withhold from any amounts payable
under this Agreement such Federal, state, local or foreign taxes as shall be required to be
withheld pursuant to any applicable law or regulation.

(f) No Waiver. The Executive’s or the Company’s failure to insist upon strict
compliance with any provision of this Agreement or the failure to assert any right the Executive
or the Company may have hereunder shall not be deemed to be a waiver of such provision or
right or any other provision or right of this Agreement.

(2) Entire Agreement. As of the Effective Date, this Agreement, together
with the Confidentiality Agreement, constitutes the final, complete and exclusive agreement
between the Executive and the Company with respect to the subject matter hereof and replaces
and supersedes any and all other agreements, offers or promises, whether oral or written, by any
member of the Company and its subsidiaries and affiliates, or representative thereof. Unless
otherwise set forth in this Agreement, the Executive agrees that all prior agreements between the
Company and the Executive shall be terminated and will be of no further force or effect from and
after the Effective Date.

(h) Amendment. No amendment or other modification of this Agreement
shall be effective unless made in writing and signed by the parties hereto.
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)] Interpretation; Construction. The headings set forth in this Agreement are
for convenience of reference only and shall not be used in interpreting this Agreement. The
Executive and the Company acknowledge that each of the Executive and the Company and their
respective counsel have reviewed, or had an opportunity to review, this Agreement, and any rule
of construction to the effect that any ambiguities are to be resolved against the drafting party
shall not be employed in the interpretation of this Agreement.

() Counterparts. This Agreement and any agreement referenced herein may
be executed simultaneously in two or more counterparts, each of which shall be deemed an
original but which together shall constitute one and the same instrument.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREQOF, the Executive has hereunto set the Executive’s hand
and, pursuant to the authorization from the Board, the Company has caused these presents to be
executed in its name on its behalf, all as of the day and year first above written.

Park Water Company,
a California corporation

By:

Name:
Title:

EXECUTIVE
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EXHIBIT A

GENERAL RELEASE

For valuable consideration, the receipt and adequacy of which are hereby
acknowledged, the undersigned does hereby release and forever discharge the “Releasees”
hereunder, consisting of Park Water Company, a California corporation (the “Company”) and
each of its partners, subsidiaries, associates, parents, subsidiaries, affiliates, successors, heirs,
assigns, agents, directors, officers, employees, representatives, lawyers, insurers, and all
persons acting by, through, under or in concert with them, or any of them, of and from any
and all manner of action or actions, cause or causes of action, in law or in equity, suits, debts,
liens, contracts, agreements, promises, liability, claims, demands, damages, losses, costs,
attorneys’ fees or expenses, of any nature whatsoever, known or unknown, fixed or
contingent (hereinafter called “Claims”), which the undersigned now has or may hereafter
have against the Releasees, or any of them, by reason of any matter, cause, or thing
whatsoever from the beginning of time to the date hereof. The Claims released herein
include, without limiting the generality of the foregoing, any Claims in any way arising out
of, based upon, or related to the employment or termination of employment of the
undersigned by the Releasees, or any of them; any alleged breach of any express or implied
contract of employment; any alleged torts or other alleged legal restrictions on Releasees’
right to terminate the employment of the undersigned; and any alleged violation of any
federal, state or local statute or ordinance including, without limitation, Title VII of the Civil
Rights Act of 1964, the Age Discrimination In Employment Act, the Americans With
Disabilities Act, and the California Fair Employment and Housing Act. Notwithstanding the
foregoing, this general release (the “Release”) shall not operate to release any rights or claims
of the undersigned (i) to payments or benefits under Section 3(a) of that certain Employment
Agreement, dated as of [ ], 2011, between the Company and the undersigned (the
“Employment Agreement”), (ii) to accrued or vested benefits the undersigned may have, if
any, as of the date hereof under any applicable plan, policy, practice, program, contract or
agreement with the Company, or (iii) to any Claims, including claims for indemnification
and/or advancement of expenses, arising under any indemnification agreement between the
undersigned and the Company or under the bylaws, certificate of incorporation of other
similar governing document of the Company.

THE UNDERSIGNED ACKNOWLEDGES THAT THE EXECUTIVE HAS BEEN
ADVISED BY LEGAL COUNSEL AND IS FAMILIAR WITH THE PROVISIONS OF
CALIFORNIA CIVIL CODE SECTION 1542, WHICH PROVIDES AS FOLLOWS:

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS
WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN
HIS OR HER FAVOR AT THE TIME OF EXECUTING THE RELEASE,
WHICH IF KNOWN BY HIM OR HER MUST HAVE MATERIALLY
AFFECTED HIS OR HER SETTLEMENT WITH THE DEBTOR.”

THE UNDERSIGNED, BEING AWARE OF SAID CODE SECTION, HEREBY
EXPRESSLY WAIVES ANY RIGHTS THE EXECUTIVE MAY HAVE THEREUNDER,
AS WELL AS UNDER ANY OTHER STATUTES OR COMMON LAW PRINCIPLES OF
SIMILAR EFFECT.
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IN ACCORDANCE WITH THE OLDER WORKERS BENEFIT PROTECTION
ACT OF 1990, THE UNDERSIGNED IS HEREBY ADVISED AS FOLLOWS:

(A) THE EXECUTIVE HAS THE RIGHT TO CONSULT WITH
AN ATTORNEY BEFORE SIGNING THIS RELEASE,;

(B) THE EXECUTIVE HAS TWENTY-ONE (21) DAYS TO
CONSIDER THIS RELEASE BEFORE SIGNING IT; AND

(C) THE EXECUTIVE HAS SEVEN (7) DAYS AFTER
SIGNING THIS RELEASE TO REVOKE THIS RELEASE, AND THIS
RELEASE WILL BECOME EFFECTIVE UPON THE EXPIRATION OF
THAT REVOCATION PERIOD.

The undersigned represents and warrants that there has been no assignment or other
transfer of any interest in any Claim which the Executive may have against Releasees, or any
of them, and the undersigned agrees to indemnify and hold Releasees, and each of them,
harmless from any liability, Claims, demands, damages, costs, expenses and attorneys’ fees
incurred by Releasees, or any of them, as the result of any such assignment or transfer or any
rights or Claims under any such assignment or transfer. It is the intention of the parties that
this indemnity does not require payment as a condition precedent to recovery by the
Releasees against the undersigned under this indemnity.

The undersigned agrees that if the Executive hereafter commences any suit arising out
of, based upon, or relating to any of the Claims released hereunder or in any manner asserts
against Releasees, or any of them, any of the Claims released hereunder, then the undersigned
agrees to pay to Releasees, and each of them, in addition to any other damages caused to
Releasees thereby, all attorneys’ fees incurred by Releasees in defending or otherwise
responding to said suit or Claim.

The undersigned further understands and agrees that neither the payment of any sum
of money nor the execution of this Release shall constitute or be construed as an admission of
any liability whatsoever by the Releasees, or any of them, who have consistently taken the
position that they have no liability whatsoever to the undersigned.

IN WITNESS WHEREQOF, the undersigned has executed this Release this day
of
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EXHIBIT F-3

Form of Wheeler Employment Agreement

LA\2187421.16



e

Attachment CFC 1(a)

Wheeler Form
FORM OF
EMPLOYMENT AGREEMENT
THIS EMPLOYMENT AGREEMENT (this “Agreement”), dated as of
[ ], 2011, is entered into by and between Park Water Company, a California corporation
(the “Company”) and [ ] (the “Employee”).
RECITALS

A. The Company, Western Water Holdings, LLC, a Delaware limited liability
company (“Buyer”), PWC Merger Sub, Inc., a California corporation (“Merger
Sub”) and certain other parties have entered into that certain Agreement and
Plan of Merger, dated as of December 21, 2010 (the “Merger Agreement”),
pursuant to which Merger Sub will merge with and into the Company, with the
Company surviving the merger as a wholly-owned subsidiary of Parent (the

“Merger’™);

B. The Employee is a long time employee of the Company and provides
institutional knowledge regarding various aspects of the Company’s history and
operations which Parent considers important and valuable in connection with
the transition of ownership that will result from the Merger.

C. The Company and the Employee desire that, immediately upon the closing of
the transactions contemplated by the Merger Agreement (the “Closing”), the
Company shall continue to employ the Employee, on the terms and subject to
the conditions set forth herein; and

D. This Agreement will become effective only if the Closing occurs.
AGREEMENT

In consideration of the mutual agreements set forth herein and for other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties
hereto hereby agree as follows:

1. Employment Period. Subject to the provisions for earlier termination
hereinafter provided, the Employee’s employment hereunder shall be for a term commencing on
the Effective Date and ending on the later to occur of (i) the thirtieth (30™) day following the
Employee’s sixty-second (62" birthday or (ii) the date on which the Employee becomes eligible
to receive medical benefits as a participant in the Park Water Company Retirement Plan for
Company Employees currently in effect, or any successor plan (the “Plan”). This term shall
constitute the “Employment Period”. For purposes of this Agreement, “Effective Date” shall
mean the “Effective Time” as defined in the Merger Agreement.

2. Terms of Employment.

(a) Duties.
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(1) Reporting; Duties. During the Employment Period, the Employee
shall report to the chief executive officer of the Company (or his or her designee), and
shall perform such services and special projects on behalf of the Company as may be
requested from time-to-time by him or her.

(ii))  Location. During the Employment Period, the Employee shall
perform the services required by this Agreement at the Company’s principal offices
located in Downey, California, except for travel to other locations as may be necessary to
fulfill the Employee’s duties and responsibilities hereunder.

(b) Compensation, Benefits, Etc.

1) Base Salary. During the Employment Period, the Employee shall
receive a base salary of $50,000 per annum (the “Base Salary”), pro rated for any partial
year of service. The Base Salary shall be paid in installments in accordance with the
Company’s applicable payroll practices, as in effect from time to time, but no less often
than monthly.

(ii)  Retirement and Welfare Benefit Plans. During the Employment
Period, the Employee and the Employee’s dependents shall be eligible to participate in
the retirement and welfare benefit plans, practices, policies and programs (including, as
applicable, medical, dental, disability, employee life, group life and accidental death
insurance plans and programs) maintained by the Company for its similarly situated
employees.

(iii)  Expenses. During the Employment Period, the Employee shall be
entitled to receive prompt reimbursement for all reasonable business expenses incurred
by the Employee in accordance with the policies, practices and procedures of the
Company provided to similarly situated employees of the Company. Notwithstanding
any other provisions of this Agreement to the contrary, nothing contained in this
Agreement shall, or shall be construed to, obligate the Company to adopt or maintain any
incentive, savings, retirement, welfare, fringe benefit or other plan(s) or program(s) at
any time.

(iv)  Paid-Time-Off. During the Employment Period, the Employee
shall be entitled to annual paid-time-off in accordance with the plans, policies, programs
and practices of the Company applicable to its similarly situated employees.

3. Termination of Employment. The Employee’s employment may be
terminated by the Employee at any time upon delivery of written notice to the Company in
accordance with Section 9(b) below at least fifteen (15) days in advance of the effective date of
termination. The Company may only terminate this Agreement and the Employee’s employment
upon the occurrence of any one or more of the following events, which shall constitute
termination of the Employee for “Cause’:

(a) the Employee’s interference with the business or operations of the
Company;
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(b) the Employee’s commission of an act of fraud, dishonesty or
embezzlement in the performance of the Employee’s duties;

(©) the Employee’s commission of, or entry by the Employee of a guilty or no
contest plea to, a felony or other crime involving moral turpitude;

(d) a material breach by the Employee of the Employee’s fiduciary duty to the
Company, or gross negligence or willful misconduct by the Employee in the performance of the
Employee’s duties with the Company;

(e) the Employee’s material breach of this Agreement; or

® the Employee’s willful and continued violation of any of the Company’s
written policies or procedures.

4. Termination Payments. Upon the Employee’s termination of employment
with the Company, the Employee shall be paid, in a single lump-sum payment on the date of
such termination of employment, the aggregate amount of the Employee’s earned but unpaid
Base Salary and accrued but unpaid paid-time-off (if any) through the date of such termination,
in each case, to the extent not previously paid.

5. Termination of Offices and Directorships; Full Settlement. Upon
termination of the Employee’s employment, unless otherwise specified in a written agreement
between the Employee and the Company, the Employee shall be deemed to have resigned from
all offices, directorships, and other employment positions then held with the Company, if any,
and shall take all actions reasonably requested by the Company to effectuate the foregoing.
Except as expressly provided in this Agreement, the Company shall have no further obligations,
and the Employee shall have no further rights or entitlements, in connection with the Employee’s
termination of employment.

6. Indemnification Agreement. The Company acknowledges that the
Employee is currently a party to an indemnification agreement with the Company, dated as of
[ ], and agrees to perform its obligations as required in accordance with the terms and

conditions of such agreement.

7. Anti-Disparagement. Following the Employee’s termination of
employment with the Company, Employee agrees that he/she will not defame, disparage, or
make derogatory statements, directly or indirectly, in any forum, about or concerning the
Company, or any of its officers, directors, shareholders or affiliates.

8. Effectiveness. This Agreement shall become effective upon Closing.
Notwithstanding anything contained here