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SCHEDULE 2.02

ALLOCATION OF PURCHASE PRICE

TEXAS PURCHASER $ 6,200,000.00
MISSOURI PURCHASER $ 3,800,000.00
ILLINOIS PURCHASER $ 3,200,000.00 *
TOTAL PURCHASE PRICE $ 13,200,000.00



SCHEDULE 4.03
LITIGATION

[NONE]



SCHEDULE 4.04

ENVIRONMENTAL MATTERS

Ozark Mountain Resort’s Wastewater Treatment Plant
Missouri State Operating Permit # MO0100391

During an inspection of the wastewater treatment facility serving the Ozark Mountain Resort by
the Missouri Department of Natural Resources on December 16, 2003, it was found that the total
phosphorus concentration contained in the wastewater being discharged exceeded the interim
allowable concentration limits set forth in the department effluent regulations. Subsequently,
Silverleaf Resorts, Inc. has communicated to the Missouri Department of Natural Resources it
intends to take the necessary steps to bring the Ozark Mountain Resort’s wastewater treatment
facility into compliance with Missouri’s phosphorus discharge effluent limitations.



SCHEDULE 7.06
TERMS OF SERVICES AGREEMENTS

The Seller and Purchasers shall negotiate a Services Agreement in respect of each of the Utilities
which will set out, among other things; i) Purchasers’ undertaking to provide continuing utility
services in a manner substantially similar to that presently provided by the Ultilities from and
after the Closing Date but in any event in compliance with all laws applicable thereto; ii) the
principles governing the setting and adjustment of rates from time to time for such utility
services where these are not already subject to the authority of determination by a Governmental
Body or Applicable Law; and iii) the principles governing the sharing of costs relating to capital
additions in respect of the Utilities.

GENERAL PRINCIPLES
Such Services Agreement(s) shall incorporate the following general principles:

(a) An acknowledgment that in. those instances where the Utilities
operating at any of the Resorts are subject to specific regulation by a Governmental Body
and to Applicable Law as to the setting of rates, capital additions to rate base, etc., such
regulation is generally sufficient to protect the interests of all parties and any Services
Agreements which might be entered into in respect of such Regulated Utilities shall
recognize the supremacy of the Applicable Law or the regulatory authority exercised by
some Governmental Body nor shall Purchasers be expected to commit to any further
matters or obligations in the Services Agreement which are inconsistent with Applicable
Law or its interpretation or application by the Governmental Body.

(b) Purchasers desire to finance all future capital additions required in
respect of the Ultilities at each of the Resorts so that all current future owners and
occupants of the Resorts will be provided with the same level of utility services that 1s
currently being provided at the Resorts by Seller; each Purchaser shall be committed to
expand, or add capital improvements to, the Facilities. Notwithstanding the above,
Purchasers shall only be obligated to finance the cost of future capital additions or
expansions if such costs will be added to the rate base of the Utilities and will be
recoverable by the Purchasers in the future rates charged for utility services.

(c) In those instances where the Seller makes and pays for capital
additions that come to be used and/or owned by the Utilities, Purchasers shall take all
commercially reasonable efforts to recover the true costs of such additions for the benefit
of the Seller in the shortest time and to the greatest extent possible in the rates charged
for utility services via those avenues typically available under Applicable Law or
customary practice for the recovery of such costs such as through a developer agreement
or advances in ald of construction where a portion of the cost of capital additions is
refunded to the developer over time through a portion of revenues generated from the
new customers hooking into such new capital additions

(d) Seller shall be responsible for the coordination and execution of the
construction and major repair work related to such capital additions to the Utilities at the



Resorts following the joint approval of the scope, bids, cost, work orders, contract and
funding of the projects to be completed. Purchaser recognizes the need for the Seller as
the operator of the Resorts to maintain a significant degree of control over such work to
minimize disruptions to and facilitate the continuing development.

(e) Where and so long as the operations of the Utilities at any Resort are
not subject to the authority of a Governmental Body or Applicable Law in the setting of
rates charged for utility services, determination of rate base, etc. Purchasers and Seller
shall agree that the general economic conduct of such operations will be undertaken in a
manner as if such operations were regulated by a Governmental Body and the following
shall apply:

(1) those matters typically determined by decision of a
Governmental Body for a regulated utility shall instead be determined by
negotiation between the Purchasers and Seller in a manner consistent with and in
adherence to the principles and Applicable Law or custom normally used by a
Governmental Body including the determination of appropriate rates to be
charged for the delivery of utility services and determination of rate base (except
that 1t is acknowledged that Seller shall not seek nor shall Purchasers be required
to consent to any decrease in the rate base utilized for the determination of rates
other than as arises through the applicable of typical depreciation).

(2) The custom, principles and letter of Applicable Law and/or the.
usual practice of the Governmental Body for water and wastewater utilities in the
State of Texas shall be utilized by Seller and Purchasers in respect of such
unregulated Utilities regardless of the actual location of such unregulated Utilities
including the rates of return on invested equity which are currently approximately
12% after accounting for hypothetical income taxes for regulation purposes (the
“Regulated Return”). Any Utilities which are currently unregulated and managed
in accordance herewith shall come under the jurisdiction of the Governmental
Body in the State where the Utility is located, the Applicable Law of that State
shall then commence to apply and shall take precedence over the terms of any
previously executed Services Agreements(s) and all matters shall then be
conducted in accordance with Applicable Law of that State and any terms
included in the Services Agreement(s) inconsistent therewith shall become null
and void.

3) The starting rate base amount for each unregulated Utility
operation that has been purchased by the Purchasers from the Seller shall be equal
to the amounts set out in Schedule 7.06(B) hereto. The initial rates chargeable for
utility services at a Resort shall be sufficient to cover the operating costs of the
utility operation at that resort and to realize for the applicable Purchaser a return
of rate base (at customary depreciation rates) and the Regulated Return on the rate
base amount as that rate base amount is described herein. Seller or its
representative shall from time to time be permitted access to the books and
records of the applicable Purchaser or to conduct such other investigations into
the books and records of the Utilities or to do such things to verify the claims



made by such Purchaser as to operating costs, cost of service or rate base and rate
of return just as would a Governmental Body upon the Utilities application for an
adjustment to the prevailing rates and the investigation of the reasonableness of
such a request.

hH If a dispute arises between the parties regarding the provision of utility
services including determination of rate base, setting of rates and charges, etc., the parties
will enter into good faith negotiations to attempt to resolve such dispute. In the event
such good faith negotiations fail to resolve such matters to the mutual satisfaction of the
parties within thirty (30) days of the emergence of such dispute, such dispute shall be
promptly referred to a mediator for binding arbitration. Such mediator shall be an
individual to be mutually agreed on by the parties hereto who is familiar with utility
regulation, Applicable Law, the customary practices of the Governmental Body deemed
to have jurisdiction over the Utilities and NAURC standards.

CAPITAL FUNDING SECTION

Purchaser desires to fund Utility capital additions at the Resorts to the maximum extent possible,
subject to all such expenditures being recoverable by the Purchaser through the rate of return rate
setting process applicable to the respective Utility.

Purchaser Funded Capital Additions

Purchasers shall finance future capital additions required in respect of the Utilities at each of the
Resorts so that all current and future owners and occupants of the Resorts will be provided with
at least the same level of utility services that they are currently being provided with at the
respective Resorts by Seller.

Each Purchaser shall be committed to maintain the facilities and expand utility systems, and add
the necessary capital improvements in support thereof, to the Facilities in a timely manner so as
not to in any way impede the development of the respective Resorts on a timeline determined by
the Seller for such development.

Notwithstanding anything contained above, Purchasers shall only be obligated to finance the cost
of future capital additions or expansions if such costs can reasonably be expected to be recovered
and are subsequently added to the rate base of the Utilities and are recoverable by the Purchasers
in the future rates chargeable for Utility services and other expenditures shall require the
cooperation the Seller and the Purchaser to coordinate.

Seller Funded Capital Additions

In those jurisdictions where regulators take the position that the costs of certain utility
infrastructure additions should be borne by either developers or new customers and not by the
existing customer base of the utility, the Purchaser shall not be required to fund such asset
additions and funding in respect thereof shall be organized by the Seller.



The regulators in certain jurisdictions allow a broader inclusion of asset expenditures in the rate
base capital for its utilities; the regulators in Missouri have denied certain historic expenditures
of the Seller in the rate base of utilities based in that state whereas Texas appears to essentially
allow inclusion of all utility capital expenditures in rate base.

In those jurisdictions where tighter restrictions are applied, the most common exclusion of
capital expenditures from rate base relate to the cost of distribution and collection piping within
some prescribed distance (say 100 feet) of the customer metering point which sometimes
includes the distribution and collection mains running under residential streets immediately in
front of customers.

Any expenditures which are disallowed for inclusion into the Utility’s rate base would thus not
be recoverable by the Utility in its service rates to its customer and would be lost to the Utility.
In these situations, it is typical that the developer or customer (or any combination thereof) bears-
the costs of such capital asset additions.

The cost of capital assets which are unlikely to be eligible for inclusion into rate base shall not be
funded by the Purchaser and instead funding thereof shall be coordinated by the Seller in
conformity with local statues, customs and practice. Purchaser shall participate in whatever
manner is desirable by the Seller to coordinate installation and to channel funding thereof to
facilitate such additions.

Categorization of Capital Expenditures

The matrix below sets forth the various principal asset categories into which utility capital is
typically grouped. The categories reflect asset grouping as set out under (National Association
of Utility Regulatory Commissioners) NAURC guidelines and are the typical reporting
categories into which capital assets are grouped, tracked and reported to the regulators (in the
annual reports). The types of capital additions that would normally be added into the each of
those categories are well defined in either NAURC guidelines, the respective statues of each
state (and are quite consistent from jurisdiction to jurisdiction). They reflect the reporting
categories included in the Texas and Missouri annual reports and are thus usually quite
consistent with the financial accounting records of most utilities.

Future capital expenditures, in consultation with NAURC guidelines, state statue or in reflection
upon the traditional practices of regulators in the respective state, should be classifiable into
similar groups. Classification may change from time to time and new classes may be added or
existing classes redefined.

Purchaser Funded Eligibility

The matrix below identifies those capital asset categories which the Purchaser currently
understands enjoy a high degree of probability for inclusion in the rate base of a utility in the
various jurisdictions and which expenditures the Purchaser would be willing to fund. These
expectations have been established based on Purchaser’s review of state statues, the precedents



established by the respective regulators or the regulated/unregulated status of the Utility
operation located in that particular State as of the Effective Date.

ASSET CATEGORY Texas | Missouri | Illinois
Source of Supply & Pumping Water
Land & Improvements X X X
Structures & Improvements X X X
Wells & Springs X X X
Pumping Equipment X X X
Water Treatment Plant Water X X X
Structures & Improvements X X X
Water Treatment Equipment X X X
Transmission & Distribution Plant Water
Structures & Improvements X X X
Distribution Reservoirs & Standpipe X X X
Transmission & Distribution Mains X X
Services X X
Meters & Meter Installations X X
Hydrants X X
Fire mains X X
General Water Plant Water
Office furniture & Equipment X X X
Land & Stroctures Sewer
System Development X X X
Collection Plant-Sewer
Collection Sewers Force X X
Collection Sewer Gravity X X
Services to Customers X X
Sewer System Development X X
Systern Pumping Plant — Sewer
Receiving Wells X X
Pumping Equipment X X X
Treatment & Disposal Plant - Sewer
Treatment & Disposal Equipment X X X
Outfall Sewer Lines X X




General Plant - Sewer

Office Fumiture & Equipment X X X

Such matrix w

ould be subject to update if the ability for the Purchaser to include expenditures

related to any particular item in utility rate base changes including changes arising from a utility

moving into or

It is expected t
for the unregul
Purchaser with

out of regulated utility status.

hat Purchaser and Seller will agree to include all capital expenditures in rate base
ated utilities and the service rates established with respect thereto will provide the
a return of and on the rate base in a manner consist with regulated utility practice

in the State of Texas irrespective of the actual location of the utility.

Funding Process

The following
capital by Purc

11.

111,

1v.

principles will be included in the Service Agreements relating to the provision of
haser for asset additions:

Purchaser shall, with the cooperation of the Seller, prepare and maintain a 5 year
forward capital expenditures plan (the *“Capital Plan”) which shall set out in
reasonable detail the capital expenditures that are anticipated to be required in
respect of the Utility on a quarterly basis during the upcoming five year period to
deal with routine asset replacements, environmental compliance obligations and
system expansions or enhancements.

The Capital Plan shall be updated quarterly through consultation with Seller and
shall detail the expected utility capital additions necessitated by the expansion
plans of the Seller at each of the Resorts including anticipated requirements for
both Utility backbone infrastructure and piping and transmission lines together
with time lines for such expansion.

To the extent the capital asset spending set out in the Capital Plan reflects items
identified in the attached matrix (as may be amended from time to time) as costs
which may be included in rate base and for which no reasonable grounds may
exist to assert that such capital expansion is not currently “used and useful” in the
operation of the utility, the Purchaser shall provide funding for these costs in
accordance with the timetable set out in the Capital Plan.

Purchaser, together and on the recommendation of the Seller, shall contract out
the capital work to be undertaken from time to time. It is anticipated that Seller
will, in working with contractors for construction matters in relation to the
expansion of the Resorts, request contractors to provide bids and quotes in respect
of its own and also in respect of work that may be required to the Utlities.
Purchaser and Seller shall review such quotes and bids and jointly select and
engage the contractors as necessary to complete capital expansions to the Utilities.



V1.

Vii.

Viii.

iX.

Subject to confirmation of satisfactory completion of the work, Purchaser will
reimburse Seller within forty-five days of such confirmation of completion.

Capital expenditures which are identified in the attached matrix as items which
can not be included in utility rate base or expenditures in respect of which a
reasonable basis exists to assert that such capital expenditure is not in respect of
assets which are “‘used and useful” (the “Excluded Investment”) to the Utility,
Seller shall be responsible for funding such capital expenditures.

Seller shall be free to seek (and Purchaser shall support) confirmation from the
appropriate regulatory agency that Excluded Investments can be included in the
utility rate base and would be considered “used and useful” to the utility and, in
the event such confirmation is provided, Purchaser shall fund such capital
expenditures.

For any Excluded Investments, Purchaser shall, at the request of Seller, make
application to the respective regulatory agency to permit the entering into of a
Line Extension Agreement (“LXA”) between the Utility and the Seller (as
developer) in respect of such Excluded Investments on the most favorable terms
acceptable to the regulators. Such LXA’s typically provide for the developer to
receive a percentage of the revenues generated by the customers attaching to the
capital asset (e.g. a water line extension) put in place by the developer for a
certain number of years. Common percentage/term relationships in the LXA’s
typically granted to developers and approved by regulators are 10%/10yrs or
5%/20yrs. Seller shall be permitted to determine the terms and conditions in the
LXA to be submitted for approval by the regulator and Purchaser shall promote
those terms to the regulator for approval and the terms as approved by the
regulator shall become the basis of the LXA.

Upon the expiration of the LXA the residual value of the underlying capital asset
not yet recovered by the Seller (being the difference between the depreciated
value of the underlying asset at the time of expiration of the LXA and the amount
recovered by the Seller in payments from the Utility under the corresponding
LXA) shall be added to the Utility’s Contribution in Aid of Construction balance
and shall thus not become part of the Utility’s rate base and shall not be available
for recovery by the Utility in its future rates and tariffs.

Any Excluded Investments for which a line extension agreement can not be
obtained shall be funded by Seller and contributed to the Utility and shall become
a Contribution in Aid of Construction and not part of the Ultilities rate base for
ratemaking purposes.

If a previously unregulated Utility becomes a regulated Utility, Purchaser and
Seller shall use all commercially reasonable efforts to have the regulator accept as
rate base for going forward ratemaking purposes, an amount at least equal to the
value of the rate base previously thereto agreed to by the Purchaser and Seller as



being the rate base and used for ratemaking purposes under the Service
Agreement.

X. In the event the regulator approves a rate base amount (the “Regulated Rate
Base™) which is higher or lower than the amount previously utilized between
Purchaser and Seller for the purposes of rate making under the Service Agreement
(“Unregulated Rate Base”), such difference shall be added (if the Regulated Rate
Base is lower than the Unregulated Rate Base) or deducted (if the Regulated Rate
Base is higher than Unregulated Rate Base) from the amount of the rate base
agreed to between Purchaser and Seller in respect of another of the Utility(s)
acquired by the Purchaser from the Seller which is unregulated at that time.

PERFORMANCE ASSURITY

The Services Agreement(s) described in this Schedule 7.06 shall also be executed by the
Parent Purchaser for the purpose of guaranteeing performance by the applicable Purchaser of all
of such Purchaser’s obligations under the agreement including, in particular, such Purchaser’s
obligation to continue to provide utility services in the manner presently provided by the
Facilities and the obligation of such Purchaser to reimburse Seller for the cost of constructing
new facilities consistent with the particulars outlined above.



SCHEDULE 7.06(B)

RATE BASE FOR RATE MAKING PURPOSES AT NON-REGULATED UTILITIES

FOX RIVER

Rate Base for rate making purposes shall be equal to the Net Book Value of the assets utilized in
respect of Utility Services as at the time of Closing (which in no event shall be less than
$3,485,000) plus an amount equal to $400,000.

After the date which is two (2) years following the date of Closing, in the event the rate base for

rate making purposes for the Utilities located in the State of Missouri (the “Missouri Rate Base™)
is less than $1,500,000 (excluding the net book value of any additional capital investments made
by the Purchasers in respect of such Utilities following the date of Closing), the Rate Base for
rate making purposes shall be increased by an amount equal to lesser of

a) $375,000.

b) $375,00 less any portion thereof which is allocated to some other unregulated Utility to
increase its rate base for ratemaking purposes ' '

C) the difference between $1,500,000 and the value of the Missouri Rate Base (after backing
out the value of all capital investments made by the purchasers subsequent to the date of
Closing).

OTHERS (IF AND WHEN APPLICABLE)

Rate Base for rate making purposes shall be equal to the Net Book Value of the assets utilized in
respect of Utility Services as at that time they come to be unregulated.
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